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The  Mazda  929 


A  luxury  sedan  so  unique, 
its  capable  of  thought. 

Now  there's  a  luxury  sedan         computer,  an  automotive  first.  Turn  on  the  wind- 


that  thinks  like  a  human.  By  using  the  same  kind  shield  wipers  when  it  rains,  and  the  climate  control 

of  processes  that  let  you  make  choices  and  solve  knows  to  automatically  turn  on  just  enough  air 

puzzles,  the  Mazda  929  can  conditioning  to  dehumidify  the  interior.  Or  park 

anticipate  many  things  you  in  the  sunlight,  and  an  available  solar-powered  ven- 

want  to  do.  And  then  do  them  tilation  system  knows  to  activate  fans  to  help  cool 


for  you.  ^  Drive  up  a  steep  hill,  for 
instance,  and  you'll  find  that  the  929 


the  cabin.  Ki-  So  while  you'll  certainly 
appreciate  the  929's  V6  power,  its  sculpted 


cruise  control  maintains  a  steady  speed         hags  are  standard  for  both      shape,  and  luxuries  such  as  the  avail- 

driver  and  front  passenger 
Also  standard  is  a  computer- 

without  annoying  and  unwanted  shifts-    comroUed  AntM  Brake       able  leather  trim,*  what  you  may  like 

System  to  help  you  keep  con- 
trol during  hard  braking.  And 
thanks  to  its  advanced  "fuzzy  logic"        that's  a  comforting  thought. 


most  is  the  way  this  car  thinks. 


Standard  features  include  4-uheel  disc  brakes  u  itfi  Anti-lock        no -deductible,  "bumper-to-bumper"  limited  uurranty.  See  dealer 
Brake  System  (ABS).  3.0L  DOHC  24-valve  V6  engine,  automatic        for  limited-umranty  details.  For  a  free  brochure  on  the  929  or 
climate  control  power  moonroof  and  a  36-month/50,000-mile,  any  new  Mazda,  call  1-800-639-1000. 

•Seats  uphoislered  in  leather  except  for  hack  side  of  front  seats,  bottom  cushion  side  panels,  and  other  minor  areos.  ©  1993  Mazda  Motor  of  America.  Inc. 


"For  TODAY'S 
Mutual  Fund  Investors, 

TfflS  Is  Stmt^^^'  \ 

Better 


/^~\  Mutual/^  Fund 

OnSoirce 


/EST 


-Charl.'s  Schwab,  Chairman 


NO-TRANSACTION-FEE  MUTUAL  FUNDS  AVAILABLE 
FROM  THESE  WELL-KNOWN  COMPANIES: 

INVESCO,  Twentieth  Centuryjanus,  Benham, 
Neuberger  &  Berman,  Strong,  Dreyfus,  SteinRoe,  Founders, 
Montgomery,  Yacktman,  Lexington,  Baron,  Rushmore, 
lAI,  Evergreen,  Oakmark,  Cappiello-Rushmore, 
Cohen  &  Steers,  Skyline,  United  Services, 
Berger,*  Kaufmann* 


Introducing  one  source  for  selected 
no-load,  no-transaction-fee  mutual  funds. 

Schwab's  Mutual  Fund  OneSource™ 
service  just  may  be  the  best  thing  that's 
ever  happened  for  mumal  fund  investors. 
Now,  no  matter  what  your  investment 
objective,  from  aggressive  growth  to  cap- 
ital preservation,  you  can  choose  from 
200  weU-known  mutual  funds  with  proven 


track  records  and  pay  no  loads  or  transaction 
fees.  And  you  can  do  it  all  with  one  phone  call 

Plus,  no  matter  how  many  funds 
you  own,  you'll  receive  a  single,  easy-to- 
understand  statement. 

To  find  out  more  about  Schwab's 
Mutual  Fund  OneSource,™  stop  by  one 
of  our  190  local  offices  or  call  us  today 
at  1-800-2  NO-LOAD  ext.  17. 


Charles  Schwab 

Helping  Investors  Help  Themselves' 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

*These  funds  charge  12b-l  fees  in  excess  of  0  25%.  Available  funds  may  change  Transaction  fees  may  apply  if  you  make  5  or  more  short-term  redemptions 
[sales  of  funds  held  6  months  or  less)  within  12  months.  Schwab  may  charge  a  fee  for  certain  accounts.  Charles  Schwab  &r  Co.,  Inc.  ©  1993  Member  SIPC/NYSE. 


SOMETIMES  WHEN 


A  GREAT  IDEA  YOU 
WANT    TO  TE1.L 

THEWOED 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 

©  1993  Sprint  Communications  Company  L.R 


we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  cou 
and  locations  around  the  world  ^ 
connection  so  clear  you  could  h 
a.,  .well,  you  know. 

But  alas,  man  does  not  live  by 
nology  alone.  So  it's  nice  to  know 


tmunications  company  you  can 
illy  communicate  with.  At  Sprint, 
ace  more  value  on  helping  people 
forward,  than  getting  them 
That  means  delivering  the  future, 
r  than  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 

Be  there  now. 

1-800-PIN -DROP 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Sprint 
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An  ability  to  move  out  aiong 
tite  curve  of  innovation. 

139 


Too  little  exposure  and  people 
forget  about  you;  too  much 
and  they  get  bored  with  you. 

46 


"What  IBM  has  to  do  right 
now  is  work  its  accounts 
receivable  very  hard." 
■HH  42 


ON  THE  COVER 


139 


Motorola 

By  Gary  Slutsker 

Motorola  has  acquired  some  parcels 
of  valuable  electronic  real  estate. 

Pepsi's  New  Strategy  216 

By  Seth  Lubove 

It's  not  just  Coke's  competitor. 

Good-Bye  To  Deflation  1 56 

By  John  Rutledge 

This  phase  is  almost  over. 

Mutual  Fund  Manager  Stocks  253 

By  Mary  Beth  Grover 

Is  it  too  late  to  buy  them? 


Nabors  Industries  70 

By  Christopher  Palmeri 

Two  who  had  the  guts  to  buy  when 
everyone  else  wanted  to  sell. 


MacMillan  Bloedel 

By  Nina  Munk 

Controversy  over  a  recycling  plant 


71 


American  Medical  Response  76 

By  Damon  Darlin 

Wanted:  small  ambulance  firms. 


MANAGEMENT/CORPORATE  STRATEGIES 


42 


IBM 

By  Dana  Wechsler  Linden 

The  most  urgent  task,  says  an  expert, 
is  reversing  the  hemorrhaging  of  cash. 

Honda  44 

By  Steve  Kichen 
Don't  count  it  out. 

Hermes  46 

By  Nancy  Rotenier 
Growing  but  still  chic. 

Arbor  Drugs  50 

By  Neii  Weinberg 

Punished  by  Wall  Street. 

Huntington  Bancshares  56 

By  Janet  Novack 

Modest  goals,  outsize  profits. 

Private-Label  Goods  60 

By  Matthew  Schifrin 

The  industry  behind  the  boom. 


Advertising 

By  Nikhil  Hutheesing 

Looking  forward  to  500  channels. 

House  Of  Blues 

By  Dana  Wechsler  Linden 
Isaac  Tigrett's  new  venture. 


84 


90 


96 


Vegetable  Processors 

By  Marcia  Berss 

Beneficiaries  of  the  great  flood. 

Up  &  Comers: 
Mercury  Finance 

By  William  Stern 

Unconventional  lender. 
Also:  Brooklyn  Brewery. 

Starting  Your  Own  Business: 
Steins,  New  Mexico 

By  William  P.  Barrett 

The  business  is  a  ghost  town. 
Also:  Identity  Development. 


132 


171 


178 


190 


Destec  Energy 

By  Christopher  Palmeri 

Its  challenge:  to  replace  old  contracts. 


Noel  Group 

By  James  R.  Norman 

Despite  its  looks,  the  stock  is  no  dog. 

Vomado  Realty  Trust  100 

By  Howard  Rudnitsky 

Stex  e  Roth  infiiriates  real  estate  txpes 
but  delights  his  fellow  shareholders. 

Andin  International  104 

By  Manjeet  Kripalani 

Success  with  lightweight  fine  jewelry. 

Warren  Miller  Entertainment    1 10 

By  Seth  Lubove 

A  young  ski  instructor  and  his  camera. 


Gtech  Holdings 

By  Suzanne  Oliver 

Why  insiders  thrive. 

Legg  Mason 

By  Fleming  Meeks 


Stability  in  a  volatile  industr\\ 


192 


202 


114 


Peery/Arrillaga 

By  Randall  Lane 

Winners  in  California  real  estate. 


130 


INTERNATIONAL 


The  Sick  Man 
Of  Latin  America 

By  Joel  Millman 

Take  care  betting  on  Brazil. 


Israel  Converts  To  Capitalism  133 

By  Riva  Atlas 

Israelis  turn  to  stocks. 


MONEY  &  INVESTING 


Taxing  Matters: 
Friendly  Taxmen 

By  Janet  Novack 

The  IRS  is  polishing  its  image. 


108 
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"We're  as  different 
from  Coke  as  IBM 
is  from  Coke." 
216 


razilians  have  a  word  for  it,  jeitiniio, 
he  quick  fix— the  cards  get  reshuffled, 
lut  the  basic  deck  doesn't  get  changed. 
I  114 


"To  say  that  all  the 

CD  money  has  rolled  into 

the  fund  business  is  crazy." 

wmmm  253 


Jiswance:  Pension  Hazard  152 

iy  Carolyn  T.  Geer 

lou  buy  insurance,  then  get  clob- 
f)ered  by  the  IRS.  Here's  a  way  out. 

3o  Hug  A  Tree  208 

iy  Ellie  Winninghoff 

Stocks  too  high?  Bonds  yielding  too 
ittle.'  Consider  timberland. 

The  Funds: 

![n  On  The  Ground  Floor  252 

'•■•■/  Jason  Zweig 

'icking  a  tiny  fund  can  make  sense. 
Mso:  A  gunslinger  grows  up. 
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40 

249 
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Streetwalker  266 

Small-cap  tech  stocks;  disk  drive  in- 
iustn,';  oi!  tanker  stocks;  Cemig. 


LAW  AND  ISSUES 


82 


[ettisoning  Medicare 

tiy  Brigid  McMenamin 

Doctors  rebel  against  bureaucrats. 
3n  The  Docket: 

Patent  Protection  150 

3y  Toni  Mack 

iRroding:  patent  protection  overseas. 

I  Bonfire  In  Lansing  204 

'  Rita  Koselka 

school  funding  crisis  brings  reform. 
Vumbers  Game: 

I  Goodwill  Games  214 

By  Amy  Feldman 

vVriting  down  assets  can  add  to  value. 


"We're  At  The  Wrong  End 
Of  The  Meal" 

By  Joshua  Levlne 
Cognac's  problem. 


198 


New  And  Improved — Not!  200 

By  Damon  Darlin 

A  new  way  to  win  jaded  consumers. 


COMPUTERS/COMMUNICATIONS 


228 


3DO 

By  Julie  Pitta 

New  interactive  media  machines.^ 
Also:  Commentary  bv  RicharcH  A. 
Shaffer. 


SCIENCE  &  TECHNOLOGY 


Edusoft  And  Pyxis  234 

By  Michael  Gianturco 

Growing  and  highly  profitable. 


PERSONAL  AFFAIRS 


Staying  Healthy: 

Wishful  Thinking  226 

By  Suzanne  Jennings 

Latest  health  scare:  Sobriety  increases 
the  risk  of  a  heart  attack.  Forget  it. 

Careers:  Family  Matters  236 

By  Bngid  McMenamin 

What  to  tio  if  your  son  or  daughter 
isn't  right  for  the  family  business. 


From  Yurt  To  Yurt 

By  Rita  Koselka 

The  charms  of  Mongolia. 


238 


242 


Collectors:  Glass 

By  Carol  M.  Cropper 

Buy  the  pieces  that  inspired  Tiffany 
for  less  than  a  piece  by  Tiffany. 
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The  tragedy  of  Brazil 

In  .\n  economically  ic\i\ing  Latin  America,  Brazil  remains,  againsi 
all  expectations,  a  laggard.  Listen  to  Joel  Millman,  who  traveled 
there  to  write  "The  sick  man  of  Latin  America"  for  this  issue: 

"Brazil  1993  cry  stallized  for  me  one  night  in  Sao  Paulo  when  I  u  al 
Stuck  in  traffic  during  evening  rush  hour.  Like  many  of  the  cabs  ii! 
South  America's  biggest  metropolis,  mine  was  driven  by  a  nisei,  ; 
second-generation  Japanese-Brazilian  whose  parents  had  left  a  hare 
life  in  their  nati\  e  land  to  begin  a  new  life  in  Brazil.  The  dri\  er  told  m< 
he  earned  the  mone\-  to  buy  the  cab  by  returning  to  Japan,  u 
Nagoya,  where  he  worked,  he  said,  'like  a  slave  alongside  othe 
Brazilian  nisei  in  an  auto  parts  factory.'  I  later  learned  that  thousand 
of  other  young  Japanese  Brazilians  returned  at  lea.st  temporarily  t( 
the  land  of  their  parents  and  grandfathers.  Japan,  not  Brazil,  hat 
turned  out  to  be  the  land  of  opportunity  for  them." 

('an  Brazil  get  its  act  together  and  deliver  on  its  perpetual  promi.sci 
not  only  to  its  citizens  but  to  foreign  in\estors  as  well.^  Millman  i 
cautiously  optimistic.  His  stor\'  starts  on  page  1 14. 

Exporting  consumerism 

Wilms  ii  like  to  research  a  major  article  on  a  large  multinationa 
company?  Resistance  to  jet  lag  helps.  Just  ask  Seth  Lubove,  who  ha 
written  "We  have  a  big  pond  to  play  in,"  an  account  of  how  PepsiC 
ftcing  saturated  markets  at  home,  is  diverting  its  capital  and  energie 
to  expanding  abroad,  especialh'  in  the  developing  countries. 
Here  is  Seth's  account  of  just  one  week  of  his  reporting: 
"I  awoke  from  my  bed  at  home  in  Hoboken,  N.J.  at  4:30  a.m.  oi 
Fridav  to  meet  with  a  Frito-Lay  driver  in  northern  New  Jersey,  thei 
flew  to  Warsaw,  l\)land,  the  next  day  (six  hours  ahead  of  Hasten 
time ),  tlew  back  to  New  York  on  Wednesday  ( Eastern  time ),  flew  th< 
next  day  to  Mexico  City  (two  hours  behind  Kastern  time)  anc 
returned  to  New  York  on  Saturday." 

The  visit  to  Polanci  especially  impresseci  Lubcn  e.  He  describes  thi 
.scene  in  Warsaw  :  "The  communist-era  Palace  of  Culture  &  Science 
Stalin's  unwelcome  768-foot-high  'gift'  to  the  Polish  people,  stil 
looms  large,  a  reminder  of  the  drabness  of  socialism.  But  just  acros 
the  street  an  electronic  billboard  throbs  to  a  frenetic  Pepsi  ad\  ertise 
ment.  Nearby,  a  huge  inilated  Pepsi  can  rocks  gentlv  in  the  breeze 
On  Al.  Jerozolimskie,  the  street  of  the  former  Communist  Part; 
headc]uarters,  McDonald's  anci  Burger  King  now  vie  fcjr  the  stom 
achs  of  the  Poles.  Intellectual  snobs  mav  deplore  these  .svmbols  o 
American  consumerism,  but  the  Poles  love  it.  If  they  had  to  choost 
between  consumerism  and  socialism,  I'm  darned  sure  socialisn 
wouldn't  get  many  votes."  The  article  starts  on  page  216. 

How's  that  again  f  | 

I  SEE  FROM  I  HE  PAPERS  that  U.S.  SAT  scores  edged  up  a  couple  o 
perentage  points  last  year.  None  too  soon.  The  following  is  from  ; 
form  letter  sent  out  recently  by  the  Florida  office  of  the  Securities  8- 
Exchange  C'ommission,  a  letter  composed  no  doubt  by  a  college 
educated  federal  emplovee: 

".  .  .  To  a\()id  duplicity  we  hereby  acknowledge  receipt.  .  .  ." 


C — /  Editor 


10 


Forbes  ■  September  13,  199. 


A  suite  at  The  Fairmont  has  always 
)een  considered  the  standard  of  luxury  in 
)usiness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
uxury  afforded  to  only  the  very  few.  Or,  the 
ffery  Important.  Like  Presidents.  Royalty. 
Vnd  even  the  occasional  Pope. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  cofiee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money, : 


DOwer  an 


d 


influence  to  get  a  suite  at  the  Fairmont. 
Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
pen  doors  at  The  Fairmont.  You  simply 
eed  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
'ou  will  automatically  be  upgraded  to  a  suite 


when  one  is  availabl 
,  at  no  extra  chaise. 


What's  more,  you'll  en 
uaranteed  room  availability  whenever  you  make  your  reserva- 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
y^!Xd vantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 
But  then,  at  The  Fairmont,  we 


ions  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out.       consider  a  Very  Important  Person 


IS  well  as  access  to  our  Health  Clubs  and  Business  Centers 


and  a  guest  to  be  one  and  the  same. 


Chicago 

H65 


Dallas 

^125 


Nhw  Orli  ans 

H19 


ERICA  S  GRAND  HOTELS.  SINCE  l^O? 


San  Francisco 


H65 


San  Jose/Si lic(jn  Valllv 

^25 
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Afier  ATest  Drive,  Its  DiciiltTo  M  Into  M. 


Once  engaged,  the  Lexus  SC  400  offers  the  full  exhilaration  of  an  electronically  controlled  automatic  transmission, 
dual  shift  programs  and  a  250-hp  V8,  which  can  escort  you  from  0  to  60  mph  in  a  mere  6.9  seconds!  However,  should 
you  be  coerced  into  parking,  the  Coupe  offers  the  consolation  of  soft  leather  seats  upon  which  to  reflect  on  your  journey. 


LJE>a_IS 

The  Relentless  Piimut  Of  Perfection 


©  1993  Lexus,  A  Division  Of  Toyoia  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  u  c/ir  seat  hflts  and  obey  ail  speed  laws.  For  more  information,  call  800-872'5398  (800-USA-LEXUSj.  *This  0-60  mph  perforrtx 


rison  only,  and  was  ohlaitml  with  pmlntype  vehicles  umier  lest-lrark  rimditions  by  firofessiimal  drivers  using  sperial  safely  equipmenl  and  procedures.  This  should  not  be  attempted  on  public  streets  or  highways. 
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EDITED  BY  GRAHAM  BUnON 


Syntex's  woes 

Six  years  Atio  Palo  Alto,  Calif,  based 
Syntcx  Cx)rp.  had  a  drug-dcpcndcncy 
problem:  A  bit  over  halt  its  sales  and  a 
larger  percentage  of  profits  came  from 
Napro.syn  and  Anaprox  (a  related 
compound),  the  countr>''s  leading 
prescription  arthritis  meclications 
(Nov.  30,  1987). 

The  patents  on  Naprosyn  and  Ana- 
prox run  out  in  December.  And  none 
of  Syntex's  new  drugs  are  expected  to 
fill  the  gap  when  generic  competition 
kicks  in. 

The  company  once  touted  its  Tora- 


Syntex  Chief  Executive  Paul  Freiman 
Battening  down  the  hatches. 


dol,  a  nonnarcotic  painkiller,  as  a 
would-be  blockbuster,  with  potential 
sales  of  $1  billion.  Today  Toradol 
sales  are  running  at  around  $350  mil- 
lion annually.  As  a  result  of  all  this. 
Value  Line  expects  Syntex's  earnings 
fi-om  operations  will  likely  drop  over 
20%,  to  an  estimated  $380  million,  in 
the  fiscal  year  ending  next  July.  After 
hitting  54V4  last  year,  Syntex's  stock 
has  sunk  to  IZVi,  back  down  around 
its  late  1987  price. 

Once  before  Syntcx  slipped  badly, 
back  in  the  early  Seventies,  when  it 
was  heavily  dependent  on  the  sale  of 
oral  contraceptives.  After  a  U.S.  gov- 
ernment investigation  of  the  side  ef- 
fects of  birth  control  pills,  sales  of  the 
pill  fell  sharply  and  Syntex's  stock 
collapsed. 

But  what  will  rescue  Syntcx  this 
time.>  As  early  as  1995  Syntex  hopes  to 
oflFer  a  new  drug  for  kidney  transplant 
rejection.  Chief  Executive  Paul  Frei- 


man says  three  other  new  compouiK' 
will  follow  in  12-to- 18-month  intci 
vals.  In  the  meantime,  "We've  kind  ( 
battened  down  the  hatches  to  ride  oi. 
the  storm,"  he  concedes. 

Upset  on  the  bayou 

When  Porhes  examined  the  hype  an 
shenanigans  surrounding  the  selet 
tion  of  a  developer  for  a  casino  nK 
nopoly  in  New  Orleans,  it  looked  lik 
the  fix  was  in  for  resort  builder  C^hri' 
topher  Hemmetcr,  in  partnershi 
with  Caesars  World.  Hemmcter's  f 
nances  and  operating  projections  f( 
the  proposed  megacasino  were  dub 
ous.  But  his  group  was  tight  wit 
Louisiana  Governor  Edwin  Edwan 
and  New  Orleans  Mayor  Sidney  Bai 
thelemy,  and  had  been  awarded  tli 
lease  on  the  proposed  site  (Mar.  I). 

After  our  story  ran,  the  situatio 
changed.  On  Aug.  1 1  the  chairman  < 
the  Louisiana  Economic  Develof 
ment  &  Gaming  Corp.,  Max  C^ha; 
tain,  a  former  FBI  agent,  cast  the  tit 
breaking  ballot  in  a  vote  to  award  th 
state  license  to  Harrah's  Jazz  Co., 
joint  project  between  a  group 
prominent  New  Orleanians  an 
Memphis-based  Promus  C^os.,  who.*' 
stock  jumped  over  10%  on  the  news 

The  regulators  appear  to  have  bee 
partly  motivated  by  concerns  aboi 
secret  equity  partners.  This  summer 
was  revealed  that  William  Broadhur 
and  Judge  Eddie  Sapir — cronies  c 
Governor  Edwards  and  Mayor  Ba 
thelemy,  respectively — and  their  fan 
ilies  controlled  12%  of  Hemmetcr 
project,  despite  his  earlier  denials. 

But  Hemmetcr  refuses  to  be  shi 
out.  Afi:er  he  threatened  to  tie  up  tl 


Resort  builder  Ctiristophier  Hemmeter 
Refuses  to  be  shut  out. 
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Already  the  Minolta  CF-80  digital  achievei^Cnt  incolor  reproduction'.-^ 
ull-Golor  copier  has  been  hailed  as        But  sofhe  reviewers  have  been  . 


Actuiil  ujmetouched  Minolta  color  copy. 


picture  perfect"*  and  "a  stunning 


even  more  passionate  in  their  .'.^^ 
approval.  And  who  can  blame 
them?  Minolta's  exclusive  Lisef  ,. 
Intensity  Modulation  System 
(LIMOS'^)  gives  you  color 
fidelity  and  image  clarity  like 
you've  never  seen  it  before. 

Not  to  mention  unmatched 
flexibility^  You  can  flop  the  image, 


solarize  it,  chiuige  colors-even 
erase  colors.  And  that's  just  the.  ; 
beginning.  With  Minolta's  exclu-' 
sive  color  test  mode,  you  can 
compare  ciglit  tlif ferent  color 
variations  at  the  s;ime  time.  And 
when  combined  with  a  computer 
interface  (aviiilable  fall  1993),  the 
CF-80  can  be  networked  as  a 


full-color  printer/scanner,  adding 
a  powerful  new  dimension  to  all 
your  compute^bascd  documents.' 

In  retrospect,  that  ought  to  be  ' 
enough  to  get  anyone  worked  up. 
For  a  demonstration  of  this  or  any. 
of  our  Business  Color  copiers, 
tall  1-800-9-MINOLtA.  < 


DIGITAL  FUli-COiOR  COPIERS 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA- 


11993  MINOLTA  CORPORATION' 


^  [-rank  Caiinata,  The  Cattnata  Ru'parl.    t  Lou  Slawct.sky,^  //?*?  ( )///<"i-  Pnydin  :s  Aiuihsl 


"As  Relationships  Strengthen  ^ j 
They  Turn  Into  Alliances.  ^ 

Clients  Like  That." 


Re-engineering.  Restive  boards.  Ravenous  competitors. 
Revenue-seeking  governments.  CEOs  and  CFOs  need  strong  finan- 
cial allies  now  more  than  ever. 

Now  more  than  ever,  Chemical  is  committed  to  building  strong 
and  mutually  valuable  relationships  with  our  cHents— operating  as 
banker,  advisor,  and  trading  and  investment  partner. 


We  forge  relationships  that  last  by  serving  clients  better  t 
our  competitors,  by  providing  more  of  the  products  and  servict 
clients  need  than  our  competitors,  by  solving  more  problems  a 
finding  more  opportunities. 

Our  broad-based  approach  produces  results.  For  example 
rank  first  in  the  world  in  loan  syndications,  thanks  to  structurir 


^Chemical 


©  1 993  Chemical  Banking  Corporation 


the  and  our  strong  emphasis  on  distribution.  As  a  natural 
ision  of  these  strengths,  Chemical  Securities  Inc.  can  now 
nvrite  and  deal  in  all  types  of  debt  securities  in  the  United 
s,  including  corporate  bonds. 

(>hemical  also  has  leadership  positions  in  trading,  treasury, 
)r;ue  finance,  operating  services  and  capital  markets  activities 


worldwide.  And,  at  a  time  when  others  have  retreated  from  interna- 
tional arenas,  we  have  a  global  network  across  35  countries. 

Our  formidable  market  presence,  growing  capital  strength  and 
higher  credit  ratings  have  demonstrably  increased  our  usefulness 
to  our  clients.  Put  Chemical  to  the  test.  We're  a  financial  ally  widi  a 
multitude  of  strengths. 


Expect  more  from  us; 


Chemical  Securities  Inc. -Member  SIPC 


"Compound  Integration" 


®he  "compound"  is  tungsten  carbide,  one  of 
the  hardest  of  all  man-made  materials  and  a  critical  material  for  industrial  cutting  tools  and 
wear  resistant  machine  pans,  as  well  as  drilling,  mining  and  construction  tools. 

The  "integration"  is  embodied  m  Fansteel  VRAVesson.  Fansteel  VRAVesson  is  a  genuinely 
unique  resource  in  the  tungsten  carbide  industry  because  of  its  totally  integrated  structure. 

Four  operations  -  Plantsville,  CT;  Lexington,  KY;  Latrobe,  PA;  Gulfport,  MS  -  each  with 
distinctive  expertise,  give  Fansteel  VRAVesson  the  ability  to  produce  and  market  tungsten 
carbide  products  for  virtually  any  application,  starting  widi  base  compound  powders. 

The  product  quality  begins  with  our  proprietary  formulas  for  powder  blending.  Then,  a 
50  year  data  base  of  leading  edge  engineering  expertise  is  brought  to  bear  on  the  product 
design.  Finally  die  solutions  are  produced  on  the  best  available  equipment,  much  of  it  specially 
designed  to  meet  the  unique  requirements  of  our  broad  customer  base.  That's  why  Fansteel 
VRAVesson  means  "compound  integra- 
tion." And  it  is  just  one  more  reason  it 
will  pay  you  to  know  more  about  us. 


Tungsten  caihuk  industrial  cutting  tools,  wear 
resistant  machine  parts,  drilling,  miniMg  and 
construction  tools . .  .  all  products  oj  the  fully 
integrated  capabilities  oj  Fansteel  VRAVesson 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Aircraft/  Aerospace  and  Weapon  System  Components, 
Forcings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 
Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wir^e  Forms. 


[Fansted 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


;ity  lease.  He  is  demanding  50%  of  the 
project  in  exchange  for  the  lease,  or  he 
iireatens  to  tie  up  the  casino  in  the 
ourts  for  years.        -Rita  Kosfxic^ 

Redeployment 

hi\'H  YEARS  AGO  Sun  Co.,  then  the 
U.S.'  tenth-largest  oil  company,  spun 
)[}  its  $4.8  billion  (as.sets)  domestic 
drilling  business  as  a  separate  compa- 
ly,  now  called  Oryx  Energy.  Forbes 
speculated  that  other  big  oil  outfits 
Tiight  split  off  their  U.S.  exploration 
jnits(^M^.  22,  1988). 

It  didn't  happen,  but  something 
:lse  has:  With  U.S.  crude  hard  to  find 
ind  costly  to  get  at,  the  majors  are 
celling  off' huge  packages  of  U.S.  ex- 
ploration properties  and  using  the 


Dil  wells  pumping 

i/Vith  U.S.  crude  costly  and  scarce,  big 
>il  is  selling  out  to  independents. 


proceeds  to  explore  abroad.  Since 
car-end  1989  they've  sold  over  $4 
million  worth  of  domestic  properties, 
A  ith  an  estimated  $2  billion  more  on 
he  market  today,  according  to  John 
S.  Herold  Inc.  The  buyers  are  inde- 
pendents, like  Parker  &  Parsley  Petro- 
eum  Co.,  that  have  low  overheads 
md  can  operate  more  efficiently  in  a 
ligh-cost  environment. 

Essentially,  big  oil  is  redeploying 
:apital  to  the  most  profitable  part  of 
ts  business:  finding  and  exploiting 
arge  deposits  in  less  explored  parts  of 
:he  world.  On  a  smaller  scale  big  oil  is 
:utting  back  on  domestic  refining  and 
Tiarketing,  selling  to  producing 
zountries  that  want  to  push  their  prof- 
ts  downstream — that  is,  they  want  to 
pe  more  than  just  sellers  of  crude. 
Latest  example:  Mexico's  Petroleos 
Mexicanos  agreed  in  February  to  buy 
50%  of  Shell  Oil's  225,000-barrcl-a- 
Jay  Deer  Park,  Tex.  refinerv'  and  pay 
part  of  the  $1  billion  cost  of  overhaul 
ng  it.  -ToNi  Mack  h 
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WE  Change  Our  Vms 
POUR  Times  AMR 


"We  Didn't  Invent  Service,  We  Perfected  It." 


'one 

800  221-4982 

Or  call  your  travel  professional. 

36  Central  Park  South,  New  York,  NY  10019  212-371-4000 

A  member  ol 

Helmsley  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsky  Middletowne, 
The  Helmsley  Windsor,  The  Helnnsley  Carlton  House. 


Travel 

Q:  Where  can  your  ods  reach  people  who  travel  to  places 
that  are  sunny,  snowy,  historic,  trendy,  relaxing,  adven- 
turous, secluded,  lively,  fun,  romantic  and  beautiful? 

A:  FORBES  FYl's  Hot  &  Cool  Places  to  Go. 

This  exciting  new  direct-response  travel  section  is 
a  great  way  to  generate  quality  responses  from  FORBES 
readers:  active  travelers  who  are  constantly  seeking  out 
new  places  —  and  new  ways  to  get  there 

FYI  Date:  November  22,  1993 


s 


^    If     For  details,  call  Linda  Loren 
5L  at  (212)  620-2440.  Fax:  (212)  620-2472. 


EDITED  BY  THOMAS  JAFFE 


No  g;un  to  its  head 

Is  $5.8  HiLi.iON  (1992  sales)  Mont- 
gomery Ward  Holding  Corp.,  the 
nation's  second  biggest  privately 
held  retailer  behind  R.H.  Macy  & 
Co.,  laying  the  groundwork  tor  a 
public  offering?  In  August  the  com 
pany  unexpectedly  publicized  its  sales 
and  earnings  (for  the  first  half  oi 
1993).  That's  the  first  time  it's  been 
this  open  since  1988,  when  an  inves- 
tor group  led  by  Chief  Executive  Ber- 
nard Brennan  acc]uired  the  C'hicago- 
based  chain  from  Mobil  Corp.  in  a 
$3.8  billion  leveraged  buyout. 

"In  this  business,"  says  New  York 
based  retailing  consultant  Alan  Mill- 
stein,  "if  you're  private,  there  are  two 
reasons  to  show  your  numbers — ei- 
ther you  have  a  gun  to  your  head  or 
you're  thinking  of  going  public." 

Perhaps  Brennan  envies  the  recent 
runup,  to  an  alltime  high,  by  the  stock 
of  major  competitor  Sears,  Roebuck, 
whose  chairman  is  his  elder  brother 
Edward.  The  time  may  be  ripe.  Mont 
gomeiy  Ward  boasts  that  its  $37  mil- 
lion net  profit  for  the  first  half  was  the 
most  it's  ever  earned  during  the  first 
six  months  of  a  year.  Meanwhile, 
long-term  debt,  $1  billion  after  the 
LBO,  had  been  pared  to  just  $220 
million  by  the  end  of  1992. 

The  company  denies  a  plan  to  go 
public  is  in  the  works,  but  a  spokes- 
man adds,  'Tf  an  opportunity'  pre- 
sented itself,  we'd  look  at  it." 

The  buzz  along  Chicago's  Magnif- 
icent Mile  is  that  an  offering  could 
come  by  mid- 1994. -William  Stkrn 

Greenacfes  is  the  place  to  be 

Last  Skpthmbkr  Barbra  Streisand 
threw  a  star-studded  fundraiser  for 
Bill  Clinton  at  Greenacres,  the  5-acre 
Beverly  Hills  estate  built  in  the  1920s 
for  silent-screen  star  Harold  Lloyd. 
Now  multimillionaire  investor  and 
Clinton  contributor  Ronald  Burkle 
has  bought  the  place,  fancy  furniture 
included,  from  department  store  heir 
Ted  Field,  who  runs  Interscope  Com- 
munications Inc.  Burkle  says  he  paid 
$13  million.  (To  cinch  the  deal,  Bur- 
kle even  threw  in  a  ranch  he  claims  is 
worth  a  minimum  of  $3  million.) 

Burkle  rtms  privately  held  Yucaipa 
Cos.,  which  owns  several  midsize  Cal- 
ifornia grocery  chains,  often  operat- 
ing   in    inner-cit}-  neighborhoods 
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Beverly  Hills  estate  Greenacres 
More  parties  for  rich  liberals? 


(Forbes,  Oct.  14,  1991).  He  also  has 
substantial  real  estate  holdings  in  sub- 
urban Los  Angeles. 

Some  local  real  estate  brokers  are 
hyping  the  sale,  saying  Greenacres 
went  for  $20  million — which  would 
have  been  the  most  paid  for  a  U.S. 
residential  property  in  three  years. 
They  also  say  it  signals  an  end  to 
southern  California's  residential  real 
estate  slump.  But  maybe  not.  Burkle 
got  Greenacres — it  boasts  a  40-room, 
26-bathroom  mansion,  a  pool,  an  avi- 
ary and  a  four-room  playhouse  with 
carousel — for  about  one-quarter  of 
Field's  original  1990  asking  price  of 
$55  million.  -Damon  Darlin 

Low-caliber  offering.^ 

Si'haking  of  Los  Anghlks,  Beverly 
Hills  Gun  Club,  Inc.  wants  to  go 
public.  Beverly  Hills  is  a  bit  of  a 


Beverly  Hills  Gun  Club  logo 
Taking  aim  on  $5  million. 


misnomer.  Its  17-lane  firing  range  i 
miles  from  swanky  Rodeo  Drive,  in  ; 
shabby  west  Los  Angeles  neighbor 
hood,  across  from  Tom  John  Towin§ 
&  Official  Police  Impound  Lot. 

The  club  doesn't  sell  guns  (brinj 
your  own  or  rent  one  there),  but  i 
does  sell  ammo.  In  1992  patron 
spent  an  average  $30-plus  per  visit 
I  here  are  1,900  members;  dues  for  ; 
one-year  membership,  $195.  Non 
members  are  charged  $8  an  hour. 

All  this  shooting  is  surprisingly  un 
profitable.  The  club  earned  jus 
$53,000  on  sales  of  nearly  $1  millior 
last  year.  Yet  BHGC  hopes  to  raisi 
nearly  $5  million  by  selling  1  millioi 
units,  each  consisting  of  one  commoi 
share  and  one  warrant.  Price  per  unit 
$5.50.  (Afterwards,  there  will  be  al 
most  2.1  million  shares.)  The  deal 
undenvritten  by  Beverly  Hills-basec 
American  National  Securities,  wouk 
enable  bhgc  to  wipe  out  its  negativi 
equity,  pay  back  loans  from  its  princi 
pals,  renovate  the  existing  club  anc 
open  three  new  ranges. 

The  new  locations  would  be  usee 
by  members.  The  old  range,  says  clul 
Chairman  Arthur  Kassel,  a  video  pro 
ducer  who  also  chairs  the  Californi 
State  Narcotic  Authority',  would  b' 
mostly  reserx'ed  for  busloads  of  for 
eign  tourists,  especially  Japanese,  t( 
blaze  away.  -D.D 

Victory,  minus  17% 

Shareholdkrs  in  cellular  phone  op 
erator  Metro  Mobile  C  IS,  Inc.,  ac 
quired  in  1992  by  Bell  Atlantic  Corp 
in  a  $1 .6  billion  stock  swap,  just  got 
bonus.  Some  of  them  filed  a  class 
action  suit  complaining  that  prior  t< 
the  merger  Metro  Mobile  failed  to  se 
its  29%  stake  in  a  partnership  tha 
owned  10%  of  Hospital  Corp.  c 
America.  ( Bell  Atlantic  has  since  don 
so.)  They  won.  In  May  former  share 
holders  were  awarded  an  additions 
825,000  Bell  Atlantic  shares,  recentl 
worth  around  $51  million. 

So  far,  so  good.  But  it  turns  out  tha 
the  biggest  winner  is  attorney  Arthu 
Abbey  of  New  York  law  firm  Abbey  t 
Ellis.  He's  getting  $8.5  million  fror 
the  settlement — that  works  out  t 
over  $4,000  an  hour — for  represent 
ing  the  sharehokiers.  No  wonder  th  ! 
teed  off  13  investors  who'ci  ownc 
16%  of  Metro  Mobile's  stock,  indue 
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lijiig  George  Soros'  Quantum  Fund. 
(/Cgal  fees  in  such  cases  typically  range 
om  2%  to  9%  of  a  settlement's  value; 
ibbey's  is  nearly  17%. 
A  request  for  a  fee  reciuction  was 
ejected  in  Delaware  Chancety  Court 
n  Aug.  18.  The  court  called  Abbey's 

ett  payday  "generous  but  not  unrea- 
Dnable."    It    sounds    more  like 

p  utrageous.  -Toddi  Gutner 

Testers"  flunk  ethics 

i|  lGAINST  the  evidence,  the  Depart- 
11  lent  of  Housing  &  Urban  Develop- 
lent  still  believes  there  is  rampant 
iscrimination  in  mortgage  lending, 
t's  launched  a  13-month,  $1  million 
,j)  rogram  that  will  "test"  bankers  in 
ijbree  cities.  The  program  could  be 
pctended  to  three  other  cities. 

The  contract  for  this  program  was 
i|warded  to  the  liberal  National  Fair 
(lousing  Alliance,  whose  testers  are 
t  p  pose  as  potential  borrowers.  But  it 
^me  as  a  nasty  surprise  for  hud  ofFi- 
lials  when  American  Banker  \:c\c3\cd 
(fiat  Alliance  was  working  both  sides. 
Alliance  has  been  selling  bankers  an 
educational"  program  designed  to 
elp  protect  them  from  bias  suits 
ind,  presumably,  bias  testers).  First 
In  Alliance's  hit  list  was  Sears  Mort- 
jage.  Other  lenders  were  expected  to 
pllow  and  pay  protection,  too. 
I  hud's  embarrassed  response.''  It's 
becking  whether  Alliance's  apparent 
Iwing  of  both  sides  of  the  street 
lonstitutes  a  conflict  of  interest.  No 
idding. 

-C'ristina  VON  Zeppelin  h 
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the  business  hotel 
That  Lights  Up  The  Night 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW  YORK 


HOTEL 


800  221-4982 


Or  call  your  travel  professional. 

212  East  42nd  Street,  new  York,  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


GIVE 


//  collects  your 
thoughts.  It 
takes  your  notes 
and  memos. ' 
Yet  the  unique 
Olympus  L400 
Microcassette'" 


Call  1-800-221  3000.  exi  51  lor  our  tree  taping  tips  brochure  Or  write  Olympus  CjrpoOTKTCrossways  Pjrk:  Woodbury,  NY  1 1  797-'208 


THE  MUHLENKAMP  FUND 


Our  Assets  Ai*e 
Growing... 
How  About  Yours? 


Average  Annual  Returns 
Through  6/30/93 


ONE  YEAR  +25.5% 


TWO  YEAR  +24.1% 


THREE  YEAR  +15.1% 


•  100%  No  Load  •  IRA 's  Available 
*  $200  min.  investment 

Call  1-800-860-3863 

for  a  free  prospectus 
and  more  information. 


Muhlenkamp  & 
Company,  Inc. 

12300  Perry  Highway  •  Wexford,  PA 


Please  read  the  prospectus  carefully  before  you 
invest.  This  offer  is  made  to  persons  residing 
in  jurisdictions  where  such  offer  can  legally 
be  made.  Past  performance  does  not  guarantee 
future  results.  Fund  shares  when  redeemed 
may  be  worth  more  or  less  than  original  cost. 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

The  Wall  Street  Journal.  U.S.News, 
Barron's  and  others  say  it's  important 
to  know  about  Low-Load  Universal 
Life  from  Ameritas  Life,  a  106-year- 
old,  top-rated  mutual  company. 

Call  today  for  your 
free  personal  proposal. 

VERIi;^ 

A  direct-to-consumer  sen/ice 
of  Ameritas  Life  Insurance  Corp. 


Nol  sold  in 
NY  DC 


More  on 
Nasdaq 

Sir:  Re  "Fun  and 
games  on  Nas- 
daq" (Au^.  16). 
Kxccllcnt  article. 
Suspected  as 
much  from  my 
own  trading. 
-Gi-orghW.  Kay 
Denton,  Tex. 

Sir:  I  have  been 
a  broker  for  13 
years  and  I  have 
watched  the  games  played.  Any  com- 
pany that  can  be  listed  on  the  nv.sk  or 
ASH  and  chooses  not  to  is  doing  its 
shareholders  a  disservice. 
-Brkni  Sii.bkr 

Associate  Vice  President,  Investments 
Pru den tial  Seen  rities 
San  Antonio,  Te.x. 

Sir:   This  one  article  is  worth  the 
subscription  cost  to  me. 
-Waynk  N.  Carf.y 
Conroe,  Tex. 

Sir:  At  Koonce  Securities  we  can,  and 
do,  execute  customer  orders  between 
the  spread  in  Nasdaq  stocks  e\'er\'  day, 
both  in  stocks  in  which  we  are  a 
market  maker  and  those  in  which  we 
are  not.  Trading  in  the  Nasdaq  market 
is  quite  dependent  on  the  skill  and 
diligence  of  the  Nasclaq  traders  of  the 
investor's  broker.  After  all,  execution 
is  one  of  the  services  for  which  the 
investor  is  paying. 
-Calvin  S.  Koonce 
President 

Koonce  Securities,  Inc. 
Rockville,  Md. 

Sir:  By  hax  ing  more  market  makers  at 
the  insicfe  market  with  the  minimum 
size  limitation,  Nasdaq  provides  the 
public  more  liquidity  than  the  special 
ist  market. 
-Mic;hael  C.  James 
North  Bergen,  N.J. 

Sir:  For  years,  the  .n.JiSI)  has  been 
trv'ing  to  dismantle  the  Small  Order 
Execution  System  (SOES),  using  the 
disingenuous  claim  that  trading  on 
SOES  by  customers  of  securities  firms 
causes  price  volatilit\'  and  wider 
spreads.  The  real  reason  the  nasd 
objects  to  SOES  is  because  it  forces 


market  makers  to  abide  by  prices  the) 
illegally  renege  on  with  telephone 
orders. 

-Harvey  Houticin 
Chairman 

All-Tech  Investment  Group,  Inc. 
.Suffer n,  N.T. 

Not  a  candidate 

Sir:  In  "'I'he  naked  truth"  (Au^0.  16) 
you  wrote,  "Many  people  had  expect 
ed  Bill  C'linton,  for  whom  [Sara  Le< 
Chairman  John]  Br\'an  stumped,  t( 
name  him  Secretar\'  of  Clommerce 
but  the  call  never  came."  The  truth  o 
the  matter  is,  "the  call"  never  came 
because  Br>'an  made  it  abundant!) 
clear  that  under  no  circumstance 
would  he  leave  his  company  for  an; 
Cabinet  post.  He  could  have  hat 
his  pick. 
-Ann  Landers 
Chicago  Tribune 
Chicago,  III. 

Sir:  Your  gratuitous  "jet-setdng' 
slur  about  John  Bn'an  does  an  enor 
mous  disser\  ice  to  an  executive  whose 
record  of  support  for  numerous  wor 
thy  causes  of  all  kinds  is  surpassed  onh 
by  Sara  Lee's  returns  for  its  sharehold 
ers.  Besides,  there  is  no  record  of  am 
"jet-setter"  having  been  born  anc 
reared  in  Mississippi  as  was  Br\'an. 

As  for  his  misguided  support  of  Bil 
Clinton,  e\  er)'one  is  allowed  one  mis 
take  in  his  lifetime. 
-Gori:>on  Wade 
Villa  Hills,  Ky. 


Sara  Lee's  John  Bryan 

Choosing  company  over  Commerce. 

Ford's  wisdom 

Sir:  As  you  pointed  out,  decentraliza 
tion  of  presidcndal  libraries  is  far  bet 
ter  for  all  our  citizens  (Fact  &  Com 
ment,  Au£j.  16).  Under  this  system  al 
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presidential  libraries  are  built  with 
donated  funds.  If  ever}'thing  were 
centralized  in  the  D.C.  area  the  feder- 
al treasury  would  have  to  bear  all 
costs — construction  as  well  as  mainte- 
nance and  operations. 
-Gerald  R.  Ford 
Rancho  Mirage,  Calif. 

Hooked  on  phonetics 

Sir:  You  make  the  common  mistake 
af  assuming  that  we  who  are  flmction- 
illy  literate  read  phonetically  ("An 
ipple  for  the  computer,"  AnFf.  16). 
We  don't.  If  we  are  functionally  liter- 
ate we  read  by  visually  recognizing 
t\'hole  words  and  phrases. 

The  Japanese  language  is  almost 
:otally  nonphonetic  and  does  not 
ook  at  all  the  way  it  is  spoken.  The 
fapanese  are  almost  100%  functional- 
y  literate,  with  the  highest  literacy 
"ate  in  the  world. 
-Louis  Pradt 
Wausau,  Wis. 


Eliring  horror 


Sir:  So  people  with  an  active  social 
ife  and  who  exercise  would  not  make 
iuccessful  telephone  operators 
"Slouches  make  better  operators," 
Au0.  16)}  What  garbage.  People  who 
Tiaintain  a  healthy  balance  between 
vork  arid  play  make  the  best  workers, 
A'hatever  their  job.  It  is  not  an  em- 
ployer's business  to  know  how  many 
parties  a  worker  attends  each  month 
pr  what  his  favorite  sitcom  is.  Compa- 
lies  are  venturing  into  treacherous 
:erritory  by  using  irrelevant  informa- 
:ion  about  people's  personal  lives  to 
nake  hiring  decisions. 
-Regina  Eisman 
New  York,  N.T. 

Opportunity  knocks 

^ir:  Your  article  "The  cannon  fodder 
inyth"  (July  19)  was  one  of  the  few 
:hat  I  have  read  which  addresses  the 
opportunities  military  service  offers  to 
'oung  people,  regardless  of  race, 
rhrough  the  service,  many  thousands 
)f  working  class  kids,  like  myself, 
•eceived  technical  training  and  the 
Tieans  to  attend  college,  which  we 
vould  not  have  had  otherwise. 
-Robert  L.  Knapp 
Madisonville,  La. 


When  some  clown  says  he  needs 
the  report  first  thing 
Monday  morning  4 


Show  him  some  real  magic! 

It's  Friday  afternoon.  SURPRISE!  The  report  is  due  first  thing  Monday 
morning.  Sharp,  crisp  and  professional. 

Don't  clown  around.  Dazzle  em  with  a  little  magic  of  your  own.  And  wow 
the  crowd,  first  thing  Monday  morning,  without  ever  breaking  a  sweat. 

The  secret  is  the  Brother  HL-6  laser  printer  or  the  Brother  HJ-400  Inkjet 
printer.  You  get  professional  printing  wherever,  and  whenever  you  want. 
Magically  simple  to  use.  With  powerful  productivity  and  text/graphics 
features.  Both  have  everything  you  need  for  a  "knock-em-dead" 
performance  every  time.  (And  all  at  a  matinee  price!) 

With  these  powerful  printers  no  one  will  ever  know -or  care -if  you 
printed  your  work  at  that  circus  you  call  your  office,  or  at  home. 

Face  it:  in  a  world  of  clowns,  you  need  powerful  business  magic  like  the 
HL-6  laser  or  the  HJ-400  ink  jet  to  help  you  manage  your  work  and  your  time. 

The  amount  of  work  won't  go  away.  But  you  can  decide  where  and  when 
to  do  it  without  compromising  quality. 

And  isn't  that  real  magic? 

Call  1  -800 -276 -PRINT,  ext.  642  for  the  nearest  dealer. 
(In  California  calll -714-859-9700,  ext.  642.) 


HL-6  laser  printer 

♦  6  page-per- minute  speed 
at  300  DPI,  PC  compatible 

♦  Special  Windows  driver 

♦  Up  to  60  fonts,  including 
TrueType  -compatible  fonts 

♦  Automatic,  hassle  free  operation 

♦  Two-year  warranty 


HJ-400  ink  je!  printer 

♦  Laser- like  output  at  360  DPI 

♦  PC  and  Macintosh"  instant 
compatibility 

♦  Windows  and  Quickdraw'Mrivers 

♦  Up  to  30  fonts,  including 
TrueType-compatible  fonts 

♦  Standard,  automatic 
cut- sheet  feeder 

♦  Two-year  warranty 


THE  ULTIMATE  y\.  H^^^HHB 

homeMoffice 

m^mmmmmammam  company 


Available  at  Sears  Brand  Central,  Silo,  Let  In 


,  Nohodv  Heats  The  Wiz,  and  other  fine  dealers. 


H  ■      ■     We're  at  your  side 

ofocnet 

HrolhtT  is  a  rcKistcrfd  trademark  (if  BriuhLT  Indusirit-s,  I. id  Mat  intosh  and  Quickdrdw  jrv  reKiNUTid  iradt-marks  ot  Apple  Cumputcr, 
Int  TrueType  is  a  trademark  of  Apple  Compuur.  Int  whuh  may  he  reni>lerLd  in  tertain  |urisdutn)n.s  Windows  is  a  trademark  of 
Mit  roMifl  Corporaiion    All  other  brand  and  product  names  are  registered  trademarks  or  trademarks  ol  their  respective  companies 
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5    CARAT,  FLAWLESS  DIAMOND:  $250»000 


5    CARAT,  FLAWLESS  DIAMOND:  $250^000 


10   CARAT,  FLAWLESS  DIAMOND:  $1.0  MILLION 


We'RE  pleased  TO  ANNOUNCE  THE  MERGER  BETWEEN 
ELLON   gANK  QoRPORATiON  AND        HE  goSTON  QoMPANY 


©  1 993  Mellon  Bank  Corporation  and  The  Boston  Company  Diamonds  courtesy  of  Harry  Winston,  Inc 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  TO  WIN  THE  TAX  ISSUE:  FLATTEN  IT 


Fearing  THEY'D  be  labeled  lackeys  of  the  rich,  congressio- 
nal Republicans  provided  only  pro  forma  opposition  to 
President  Clinton's  enormous  income  tax  increase  on 
upper-income  Americans.  The  GOP  knew  these  stiffer 
levies  were  economically  harmfi.il — both  the  Kennedy  and 
Reagan  tax  cuts  saw  revenues  from  the  top  1%  rocket 
upward — but  they  concentrated  their  firepower  on  the 
politically  safer  targets  of  higher  energ\'  and  Social  Security 
taxes.  Clinton,  Car\'ille  &  Co.  will  blast  Republicans  in  next 
year's  congressional  elections  if  they  propose  scaling  back 
or  eliminating  the  extra  exactions  on  higher-incomers. 

There  is  a  politically  and  economically   

smart  way  to  outflank  this  perceived 
\  ulnerability — the  flat  tax.  Americans 
would  find  the  notion  of  reducing  the 
10, 000-page  tax  code  to  100  pages  im- 
mensely appealing. 

Reformers  have  formulated  several 
flat-tax  proposals.  One  was  feebly  es- 
poused by  presidential  aspirant  Jerry 
Brown  early  last  year.  His  flat  rate  was 
13%  and  still  allowed  deductions  for 
charity,  mortgage  interest  and  rent. 
Combined  with  a  value-added  tax  of 
13%,  Brown's  plan  would  have  eliminated  a  number  of 
federal  levies,  including  those  for  Social  Security,  inheri- 
tances and  corporate  profits. 

Given  the  public's  antipathy  to  any  new  form  of  tax- 
ation, GOP  politicos  might  find  some  other  version  more 
palatable.  Respected  economists  Alvin  Rabushka  and 
Robert  Hall  have  devised  one  that  would  simplify  corpo- 
rate and  personal  taxes  to  a  flat  19%  rate  with  a  high 
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Prophetically  true  juxtaposition  of  road 
signs  in  South  Carolina. 


indi\'idual  threshold.  For  a  family  of  four,  for  instance,  the 
first  $16,000  of  income  would  be  exempt  from  that  19% 
tax.  This  plan  would  not  be  burdened  with  a  value-added 
tax,  but  there  would  be  no  deductions  for  mortgage 
interest  or  charitable  donations. 

Whatever  the  variant,  a  flat  tax  would  trigger  a  volcano- 
like economic  boom. 

The  prodigious  amount  of  brain  power  and  time  now 
spent  on  coping  with  our  currently  incomprehensible  tax 
code  would  be  released  for  productive  uses.  This  redirec- 
tion alone  would  hugely  stimulate  the  economy. 

  Allowed  to  keep  more  of  what  they 

earn,  people  would  both  spend  more 
and  invest  more.  Asset  values  would 
soar.  So  would  employment.  The 
wealth  of  the  nation  would  expand 
mightily. 

The  flat  tax  would  largely  eliminate  a 
powerfully  corrupting  influence  on  our 
political  life.  Countless  millions  of  dol- 
lars are  given  for  tax-code-related  pur- 
poses— fending  off  destructive  changes, 
pushing  special-interest  amendments. 
Fairness  would  be  enhanced:  The 
more  you  make,  the  more  you  pay.  Striking  disparities  in 
taxes  owed  on  similar  incomes  would  end. 

A  flat  tax  would  be  a  boon  for  our  foreign  policy  by 
being  a  model  for  other  overtaxed  nations  to  emulate. 
Their  resultant  prosperity  would  enrich  us  as  well. 

Republicans  had  better  be  quick  to  make  this  issue  their 
own,  lest  distraught  Democrats  embrace  it  as  they  desper- 
ately distance  themselves  from  their  unpopular  President. 


WHY  WE  NEED  NAFTA 


The  Clinton  Administration  will 
blow  an  historic  opportunity  if  it  doesn't 
jgo  all  out  to  win  congressional  approval 
jof  the  North  American  Free  Trade 
i Agreement.  The  White  House  seems 
imore  concerned  with  plugging  its  ill- 
I advised  health  care  reforms.  Congres- 
sional Republicans,  led  by  Bob  Dole, 
may  have  to  rescue  this  trade  package. 

NAFTA  would  meaningfully  raise  our 
standard  of  living. 
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Salinas:  Can  he  really  trust  Clinton? 


Since  Mexico  began  dismantling 
trade  walls  in  the  late  1980s,  U.S. 
exports  to  that  country  have  exploded 
from  $12  billion  a  year  to  more  than 
$40  billion  annually.  The  boom  has 
created  over  400,000  new  jobs  for  us. 
The  pact  would  politically  solidify 
President  Salinas'  free-market  reforms, 
which  are  about  to  kindle  growth  of 
Pacific  Rim-like  proportions.  This 
prosperit)'  will  curb  illegal  immigration 
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to  the  U.S.  by  desperate  youths  looking  for  work. 

NAFTA's  success  will  help  us  enhance  global  free  trade. 
Other  Latin  American  countries  will  want  to  negotiate 
similar  agreements,  fostering  free  enterprise  in  those 
traditionally  stati.st  nations.  We  can  say  to  Japan,  "If  you 
want  to  join  this  exclusive  club,  you  had  better  remove 
tho.se  import  impediments  to  your  own  country." 

Fear-mongering  opponents  preposterously  prey  upon 

LOW 

California  Govhrnor  Phth  Wilson  won  applause  from 
recession-weary  voters  when  he  lashed  out  at  the  state's 
illegal  immigrants.  Not  since  Earl  Warren  vociferously 
advocated  interning  Americans  of  Japanese  descent  during 

WoHd  Warll  has 
a  Golden  State 
chief  executive 
sought  to  ad- 
vance his  political 
fortunes  at  the 
expense  of  an  un- 
popular minor- 
ity. This  kind  of 
behavior  finds 
fertile  soil  during 
tough  times. 

No  one  disputes  the  governor's  cr\'  for  better  policing 
of  our  borders  or  the  reasonable  rec]uest  that  Washington 
reimburse  the  .state  for  federally  mandated  expenses  to 
provide  illegal  immigrants  with  health,  education  and 
other  benefits.  (The  Clinton  Administration  kicked  in 
only  $500  million.  If  Wilson  had  been  a  Democrat,  he 
certainly  would  have  received  the  full  $1.5  billion.) 

But  Wilson,  along  with  U.S.  Senator  Dianne  Feinstein 
(also  up  for  reelection  next  year),  is  morally  wrong  in 
implying  that  California's  woes  are  related  to  the  million  or 
so  illegal  aliens  living  among  the  state's  33  million  residents. 

California's  economic  troubles  are  largely  .self-intlicted. 
The  blows  from  defense  cutbacks  could  easilv  have  been 


Governor  Wilson  and  Senator  Feinstein: 

Two  politicos  pandering  to  prejudice. 


unfounded  anxieties  that  this  deal  will  impoverish  us.  The 
U.S.  today  is  the  most  technologically  advanced  nation  in 
the  worid,  whether  in  fiber  optics,  digital  communicai 
dons  systems,  advanced  microchips,  computer  software  oii 
genetic  engineering.  More  astonishing,  we  are  about  tci 
surpass  Japan  as  the  globe's  most  efficient  manufacturer. 

Like  high  taxes,  protectionism  cJcstroys  jobs.  Like  low 
taxes,  free,  trade  creates  new — and  better — jobs  for  all. 

ROAD 

absorbed  in  a  state  as  large  and  economically  diverse  aS 
this  one.  California  took  its  prosperity  for  granted.  Many 
Californians  derisively  dismissed  a  Forbe.s  cover  stor\ 
three  years  ago  u  arning  that  overbearing  regulation  and 
other  excesses  were  undermining  their  economy. 

When  the  good  times  stopped  and  government  reve 
nucs  fell  far  short  of  expectations.  Governor  Wilson 
responded  with  substantial  tax  increases,  thereby  deepen- 
ing, prolonging  the  economic  crisis.  Only  recently,  for 
example,  did  Sacramento  begin  reforming  its  Alice-in 
Wonderland  workers'  compensation  s\'stem. 

Wilson  is  off-base  in  calling  for  a  constitutional  amend 
ment  to  deny  citizenship  to  children  born  in  this  countn'  il 
their  parents  are  here  illegally.  Most  of  those  kids  grow  up 
to  be  hardworking, 
productive  people. 
Do  we  reallv  want  to 
make  them  feel  un 
American  and  begin 
creating  the  kind  of 
ethnic  divisions  that 
plague  Europe.' 

The  most  effective 
antidote  to  the  tide 
of  illegal  immigrants 
is  economic  prosperi 
t)'  in  Mexico.  That's 
why  NAFTA  is  so  important.  Without  it,  the  flow  ol 
"•undocumented"  aliens  will  grow. 


Scapegoating  foreigners  is  not 
foreign  to  the  Golden  State. 


RE:  ILLEGAL  IMMIGRANTS 

How  many  California  officials,  legislators,  government  workers  would  pass  the  Zoe  Baird  test? 

MORE  THAN  LABOR  DAY  LITE 


Congo  and  Sphere — by  Michael  Crichton  (Ballantine 
Books,  $5.99  each).  Perfect  pair  for  guiltless,  long- week- 
end joy  reading.  In  the  wake  of  Jurassic  Park,  anything 
written  by  this  author  is  a  bestseller. 
Deservedly  so.  Crichton  makes  his 
stories'  unusual  twists  and  settings 
fascinatingly  believable.  You  also  get 
educated,  even  if  you  don't  buy  his 
apocalyptic  conclusions  on  such  topics 
as  Japan  Inc.  and  biotechnolog\^  In 
Conjjoyou  learn  about  the  intelligence 
of  gorillas,  the  cruelt}'  of  chimpanzees, 
cannibalism,  life  in  die  Congo  jungle, 
evolution  and  how  volcanoes  actually 
kill  people.  Sphere  gives  us  laymen  lessons  in  black  holes, 
Einstein's  theory  of  relativity',  deep-ocean  explorations, 
squids  and  the  possibilities  of  extraterrestrial  life. 


THE  NfW  YORK  TIMES 
BESTSEliER 


Excerpt  from  Congo:  In  the  Conpfo,  cannibalism  was  noi 
associated  with  ritual  or  relijjion  or  war;  it  was  a  simple 
dietary  preference.  Reports  cannot  be  dismissed  as  late 
Victorian  hysteria,  for  all  observer: 
found  the  cannibals  likable  and  sym- 
pathetic. Under  Behjian  colonial  ad- 
mifiistration,  cannibalism  becamt 
much  rarer — by  the  1950s,  there  wert 
even  a  few  jji-avevards  to  be  found. 
Excerpt  from  Sphere:  "TIjc  sea  n 
where  life  bejjan,  and  where  intenst 
competition  amon£f  animals  first  ap- 
peared, "  Beth  said.  "We  tend  to  think 
that  animals  came  out  onto  the  land  ai 
a  positive  stepfotnvard  in  the  evolution  of  life.  But  the  truth 
is,  the  first  creatures  were  really  driven  out  of  the  ocean.  They 
were  just  trying  to  get  away  from  the  competition. "  I 
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Spend  Your  Birthday  With  The  Ones  You  Love. 

Whether  it's  luscious  hazelnut  praline,  butterscotch  caramel  or  mocha  buttercream  enveloped  in  milk  chocolate, 
a  gift  of  Codiva  is  a  true  surprise  party  for  your  taste  buds.  To  send  Codiva,  call  1-800-643-1579. 


GODIVA 

( jliiKX)kitier 


THE  REAL  McCOY,  TIMES 


Othei*  Comments 


A  Source  of  Our  Strength 

Today's  ani  i  immigimni  arguments 
arc  often  pf)sed  in  economic  terms: 
"Wc  simply  can't  aftbrd  any  more!" 
The  truth  is,  in  New  York,  we  simply 
cannot  aftbrd  to  lose  what  tiiey  bring. 

Today's  new  Americans  still  bring 
with  them  old-fashioned  values:  disci- 
pline, a  sense  of  responsibility,  eager- 
ness to  work,  the  willingness  to  sacri- 
fice for  the  next  generation  and  a  faith 
in  something  larger  than  themselves. 

This  energy,  enterprise  and  hope 
shouki  be  welcomed,  not  shimned. 
Earlier  immigrants  built  a  nation;  the 
new  immigrants  can  help  us  save  it. 
-Mario  M.  (ajomo,  governor  of 
New  York,  USA  Today 

Rolling  in  Your  Grave 

Mr.  C  ;i  in  ION'S  tax  increase  is  a  blatant 
assault  on  Article  1,  Section  9  of  the 
U.S.  Constitution  that  explicitly  for- 
bids retroactive  law.  The  Supreme 
Court  has  permitted  some  retroactive 
taxation,  [but]  in  the  case  of  estate 
taxes  (transfer  taxes),  there  is  no  prec- 
edent for  retroactivity.  Clinton's  tax 
increases  tax  the  dead,  who  [cannot] 
remake  their  wills,  retroactively. 
Henceforth,  no  American  can  plan  his 
aftairs  to  reflect  his  intentions  since 
the  laws  that  guide  him  can  be  retro- 
actively overturned  after  his  death. 


If  notice  rec]uirements  are  no  long- 
er to  be  observed,  the  1913  income 
tax  can  be  made  retroactive  to  the 
founding  of  the  countiy  and  all 
wealth  can  be  confiscated. 
-Paul  Craig  Robhris, 
Washinjjton  Times 


It's  not  Godot  I  am  waiting 
for.  Like  most  of  the  people 
in  Sarajevo,  I  am  waiting  for 
Clinton. 

-Susan  Sontag,  American  author 
and  director,  who  is  directing 
Waitinff  for  Godot  in  Sarajevo, 
New  York  Times 


The  Danger  in  Downsizing 

It  is  SAin  the  price  of  freedom  is  eter- 
nal vigilance.  I'd  like  to  ofter  reasons 
why  we  must  stay  strong  militarily: 

First,  human  nature  is  an  unpredict- 
able mix  of  good  and  evil.  Our  enemies 
do  not  fear  the  U.S.  for  its  diplomatic 
skills  or  the  number  of  automobiles 
and  software  programs  it  produces. 
They  respect  only  the  firepower  of  our 
tanks,  planes  and  helicopter  gunships. 

Second,  even  small  powers  can  de- 
stroy global  peace  and  security.  In  an 
era  of  mass  communications,  a  well- 


aimed  assault  can  topple  govern 
ments,  cause  economic  dislocation: 
and  spark  international  conflict. 

Third,  technology  can  enable  nev< 
enemies  to  rise  overnight.  Nearly  twc 
dozen  nations  will  be  able  to  produc< 
ballistic  missiles  by  the  year  2000. 

Today  our  prosperous  nation  ha 
little  to  fear  but  complacency.  W( 
must  stay  strong  and  flexible.  W< 
must  keep  our  powder  dr\'. 
-Pri-;sident  Ronall:)  Reagan,  com- 
mencement address  at  The  Citadel 

Looking  Out  for  His  Own 

I  DON']  want  any  more  migration  o 
Mexicans  to  the  U.S.,  especially  thost 
migrants  who  are  very  courageou 
and  take  impressive  risk  in  going  tc 
the  U.S.  looking  for  jobs.  That  is  pre 
cisely  the  kind  of  person  I  want  here. 
-Cari-os  Salinas  de  Gortari,  presi- 
dent of  Mexico,  on  NAFTA, 
Wall  Street  Journal 

Good  to  the  Last  Rip 

Despite  an  income  that  put  them  ii 
the  top  3%  of  American  families,  fo 
the  Clintons  in  the  1980s  [durinj 
terms  as  governor],  most  things  in  lif 
were  free — except  clothes.  Yet  Hillar 
managed  to  subsidize  clothing  wit) 
some  stunningly  aggressive  tax  dc 
ductions.  Each  season  Hillar\'  gav 
away  dozens  of  bags  of  old  clothing- 
hers,  Bill's  and  Chelsea's — to  Good 
will,  the  Salvation  Army  and  loCc- 
shelters  and  charities.  She  personall 
listed  and  valued  each  item.  Yearl 
totals  range  from  just  under  S 1 ,000 1< 
well  over  S2,300.  Highlights  includ 
valuing  Bill's  used  undershirts  at  $. 
each  and  Bill's  used  running  shoes  a 
$10  and  consistently  donating  th 
sort  of  personal  items  that  most  of  u 
feel  are  best  thrown  away  (Bill's  am 
Chelsea's  underwear:  $1  a  pair). 
-Lisa  Schihfren,  American  Spectato 

Cat  Food 

From  the  "Pets  for  adoption"  col 
umn  in  an  army  newspaper:  '•''Ta 
bitha,  a  7y2-year-old  tabby,  she  is  nc 
keen  on  chicken  but  likes  children.' 
-The  Ecofiomist 
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The  safest 
insurance  company 

in  America  is 
headquartered  in 


Columbus,  GA? 


Surprise.  To  find  the  safest  insurance  company, 
you  liave  to  lool<  beyond  the  traditional 
money  centers.  You  have  to  loo]<  at  the  num- 
bers. Financial  World  found  those  numbers  in 
Columbus,  Georgia,  headquarters  of  AFLAC. 

In  their  November  24  issue,  Financial 
World  ranked  AFLAC  number  one  in  safety, 
topping  a  list  of  the  50  largest  and 
best  known  life  insurance  companies 
in  America.  And  AFLAC's  numbers 
make  the  number  one  ranking  very 
convincing.  Like  a  portfolio  of  quality 


Insuring  Oiier  35  Million 
People  Worldwide 


investments  with  no  junk  bonds.  Total  assets 
exceeding  $13  billion  (as  of  the  end  of  the 
first  quarter  1993).  And  annual  revenues  of 
nearly  $4  billion. 

The  numbers  prove  it.  The  safest  insurance 
company  in  America  is  in  Columbus, 
Georgia,  woridwide  headquarters  for  AFLAC. 
For  more  information,  call 
1-800-99-AFLAC  (1-800-992-3522). 
Or  write  AFLAC  Woridwide 
Headquarters,  1932  Wynnton  Road. 
Columbus,  Georgia  31999. 


Financial  World  magazine  is  the  nation's  oldest  business  magazine  with  a  biweekly  circulation  of  over  500,000. 
©1993,  AFLAC  Incorporated.  All  rights  reserved. 


W^hen  the  winds  reach  a  speed  of  one 
hundred  miles  per  hour,  the  tops  of  the 


towers  may  sway  twelve  and  a  half  inches. 


[§trength  does  not  imply  rigidity. 
In  truth,  it  must  be  defined  as  exactly 


the  opposite.    Strength  must  mean 


integrating  the  means  for  flexibility. 


The  ability  to  meet  your  changing  goals. 


Bank  of  America 


The  Golden  Gate  Bridge 
photographed  by 
John  Sexton 


Technology  leads  th 
way  at  Diebold,  pulling 
ahead.  On  the  product 
line,  production  line  an 
bottom  line. 

With  a  new  gener- 
ation of  automated  telli 
machines,  we've  won 
wide  acceptance  in  wo 
markets. 

The  sophistication  ot 
our  electronic  security 
systems  is  winning  us 
growing  range  of  custo 
ers  in  financial  service) 
universities  and  hosplt 

By  automating  our 
factories  and  compute 
izing  our  sen/ice  busint 
we've  enhanced  the  pr 
ductivity  of  our  people. 

Result:  along  the  bot 
line,  we're  moving  up. 


teller  machines,  security  proc 
and  related  services. 


CommentaiT 

m  events  at  home  and  abroad 

iy  Caspar  W.  Weinberger,  Chairman 


SOMALIA— CLINTON'S 

^LUi  VENTURE  INTO  Somalia  is  beginning  to  resemble  our 
^pray  into  Lebanon  in  the  1980s.  Twice  in  1982  we  sent 
"oops  into  Lebanon  as  part  of  a  multinational  force 
,  \  1 ) .  The  first  MNF  had  a  difficult  but  well  defined  and 
nderstood  mission:  to  take  the  PLO  army  out  of  Beirut, 
ic\enting  a  vicious  house-to-house  struggle  with  the 
^^acli  army.  The  MNF  went  there  with  eveiyone's  consent, 
id  its  job  quickly  and  professionally,  and  left  on  Sept.  14. 

The  trouble  started  with  the  insistence  that  a  second 
1 NF  go  in.  This  time  it  had  no  mission  and  was  later  asked 
)  act  as  a  buffer  between  Israeli  and  Syrian  forces,  which 
ci  e  supposed  to  withdraw  under  a  highly  touted  May  1 7, 
VSS  "agreement."  In  actualit)',  there  was  no  agreement. 

The  MNF,  including  a  battalion  of  U .S.  Marines,  was  left 
1  a  hostile  area,  with  neither  authorit\'  nor  adequate  arms 
defend  itself  against  the  many  anarchic  and  terror- 
Ai  oups  in  Lebanon.  Our  State  Department's  insistence 
lat  the  Marines  remain  lest  their  withdrawal  signal 
'  \\  cakness"  led  to  the  Oct.  23, 1983  tragedy  at  the  airport 
ai  racks  where  241  Marines  were  killed  bva  terrorist  bomb. 

\      A  Changing  Mission  Doesn't  Spell  Success 

The  U.S.  also  went  into  Somalia  with  a  high-minded 
urpose:  to  feed  a  starving  populace  that,  because  of  local 
irrorists,  was  unable  to  get  the  food  the  world  was  sending 
I.  We  accomplished  that  mission  and  have  since  withdrawn 
0,000  troops.  The  U.N.  has  taken  over  and  insisted  on  a 
ew  mission  to  restore  order,  rebuild  the  countr}'  and 
xomplish  other  social  objectives.  Inexplicably,  the  U.S. 
IS  left  4,000  troops  to  help  carry  out  this  vague  mission. 

The  U.N.  is  totally  unable  to  conduct  a  military  opera- 
on,  and  we  should  not  commit  our  forces  to  its  opera- 
ons  unless  we  retain  full  command.  Putting  the  U.N. 
ith  its  power-oriented  but  militarily  handicapped  Secre- 
ry  General  in  charge  is  like  allowing  a  hospital  adminis- 
ator  to  instruct  brain  surgeons  how  to  operate. 

The  only  hope  for  Somalia  is  the  capture  of  warlord 
lohammed  Aidid,  but  that  approach  is  apparently  too 
arlike  for  Boutros  Boutros-Ghali.  There  are,  therefore, 
3t,000  U.N.  troops  (including  the  U.S.'  4,000)  in  harm's 
ay  because  the  U.N.  has  not  authorized  effective  action 
jainst  the  killers  and  their  leaders.  The  longer  this 
mtinues,  the  more  certain  it  is  there  will  be  another 
agedy  like  the  one  in  Lebanon. 

Bosnia  is  another  example  of  the  U.N.'s  tr)'ing  to  fight 


LEBANON;  AND  BOSNIA 

a  war  but  demonstrating  again  that  it  cannot.  Its  goal 
seems  to  be  to  persuade  the  Bosnians  to  give  up  their 
struggle  against  the  Serbs,  who  have  already  conquered  at 
least  70%  of  Bosnia.  Giving  up  would  end  the  fighting;  it 
would  also  leave  a  cruel  aggressor  with  a  victory  and  tell 
other  would-be  aggressors  that  they  have  nothing  to  fear 
or  lose  by  tn>'ing  to  steal  another  country'. 

Indeed,  Lord  David  Owen,  the  EC  negotiator,  who 
races  to  any  TV  camera  in  sight,  seems  to  feel  the  Bosnians 
must  give  up  most  oftheir  country  for  the  sake  of  peace.  He 
expresses  irritation  with  them  for  trying  to  be  independent. 
One  is  reminded  of  another  apostle  of  appeasement.  Sir 
Nex'ile  Henderson,  Britain's  ambassador  to  Germany 
( 1937-39),  who  referred  to  the  Czechs  when  they  refused 
to  accommodate  Hitler  as  "those  blasted  Czechs." 

No  Plan,  No  Resolve,  Failed  Results 

The  U.S.  shares  the  blame  for  the  mess  in  Bosnia.  We 
were  intent  on  keeping  Yugoslavia  intact,  letting  the 
Serbian  army  (masquerading  as  the  "federal  Yugoslav 
army")  shatter  Bosnia's  attempts  at  securing  its  freedom. 
We  agreed  to  a  feeble  arms  embargo,  preventing  Bosnia 
from  acquiring  arms  to  resist  the  Serbs.  We  gave  up  any 
pretense  of  leadership,  and  Washington's  rhetoric  alternat- 
ed between  tough  statements  and  pallid  retreats  into 
"multilateralism,"  the  current  term  for  excusing  inaction. 

The  world  needs  and  expects  more  from  the  U.S.  We 
exercised  leadership  with  extraordinar\'  success  in  the 
Gulf;  that  difference  freed  Kuwait.  We  now  have  a  Bosnia 
whose  subjugation  is  only  a  matter  of  time;  worse,  we 
have  given  the  green  light  to  other  aggressors,  telling 
them  their  only  punishment  will  be  harsh  rhetoric. 

The  Serbian  army,  out  of  any  civilian  control,  plays  the 
U.N.  like  a  skilled  angler.  One  week  it  agrees  to  a  cease-fire, 
and  then  some  unnamed  general  starts  shooting.  The  next 
week  it  tests  the  U.N.'s  "firm  resolve"  to  bomb  artillery 
positions  unless  the  Serbs  promise  to  leave  the  heights 
surrounding  Sarajevo.  Four  days  after  the  "ultimatum" 
expires,  having  proved  the  U.N.'s  threat  empty,  the  Serbs 
take  a  few  troops  off"  the  mountain,  leaving  others  and 
artillery.  To  complicate  matters,  Boutros-Ghali  insists  that 
no  element  of  the  MNF  may  attack  until  he  gives  the  order. 
Bosnia  is  lost  and  so  is  its  cause  of  self-determination. 

As  we  remain  chained  to  the  doctrine  of  multilateralism, 
the  bankruptcy  ofourforeign  policy  is  increasingly  clear.  ■■ 
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WHEN  I  WAS  25, 1  HAD  01 

NOW  I HA^ 


THE  NEWV8  530i  TOURING. 


V8  luxury  means  many  things  to  many  people. 
But  what  does  it  mean  to  people  who  fell  in  love 
with  the  BMW  legend  years  ago  and  now  have 
new  reasons  to  buy  a  car? 

Reasons  that  revolve  around  the  well-being 
of  one's  family,  the  shuttling  of  offspring,  the  trans- 
portation of  gear  for  sporting  activities  and  the 
faithful  scheduling  of  quality  carpooling. 

With  this  in  nriind.  BMW  introduces  responsive 

©  1993  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 


jry  in  a  car  that  gives  you  all  you  ever  wanted, 
ci  all  you've  grown  to  need.  A  versatile  V8,  the 
^^^•J  530i  Touring. 

A  car  whose  combination  of  power,  deft 
(idling,  extra  cargo  space  and  over  50  active 
d  passive  safety  features,  including  all-weather 
iction  control,  has  a  wondrous  effect  on  long 
stances. 

Long  as  they  are,  those  distances  become 
raculously  short. 
Test  drive  the  new  530i  Touring.  When  you 


do,  watch  how  quickly  its  styling,  versatility  and 
spirited  performance  make  you  feel  25  again. 
For  the  dealer  near  you,  call  1-800-334-4BMW. 


THE  ULTIMATE  DRIVING  NIACHINE: 


"Wko  s  going 
to  make  sure 
tke  trees 
will  Le  kere 
tomorrow?" 

"Not  an  easy  question. 
But  tkal  's  wkat  my  son 
as!?etl  tlif  otlier  Jay 
I  k's  tkinLing  aLout  it. 

just  like  everyLoJy 
He  wants  to  know  if  tlie 
trees  will  still  te 
around  wken  ke  grows 
up.  Well,  working  (or 
Georgia-Rcific  like  I  do, 
I  can  tell  kiin  we're 
doing  our  part.  Plant  ine 
new  trees 
millions.  Setting  aside 
land.  Making  sure 
tke  forests  will  always  ke 
kere.  For  everykody 
Of  course,  I  can't  speak 
for  otker  companies 
out  tkere.  But  1 
know  we  re  doing 
wkat  's  rigkt." 

Steve  Delfs 
Forester 

Georgia^teific  ^ 


nh  ad  is  availahle  in  ptislerfoi  m  hy  calling  I-SO0-328-23S7 


EDITED  BY  HOWARD  BANKS 


Multinationals:  an  economy's  best  friend 


The  frenetic  pace  of  world  direct  foreign 
investment  has  slowed,  from  a  total  of  $234 
billion  in  1990  to  $183  billion  in  1991  and 
$150  billion  last  year,  according  to  the  1993 
World  Investment  Report  hy  the  United  Na- 
tions. There's  no  single  answer  why  the  slow- 
down happened,  says  Edward  M.  Graham,  a 
senior  fellow  at  the  Institute  for  International 
Economics.  One  answer  is  the  end  to  the  spec- 
ulative ninup  in  Japan's  securities  and  real  estate 
markets.  Another  is  the  world  slowdown. 

Foreign  investment  remains,  however,  at  a 
historic  high.  Until  the  recent  runup,  which 
began  in  1986,  it  was  typically  running  at 
about  $50  billion  a  year.  Note  that  it  is  cumula- 
tive. The  historic  book  value  of  the  total  world 
stock  of  foreign  direct  investment  now  totals 
around  $2  trillion,  according  to  Karl  Sauvant, 
who  headeci  the  U.N.  study.  Its  present  market 
value  is  obviously  much  larger. 


Over  36,000  companies  around  the  world 
have  at  least  some  investment  in  about  1 75,000 
foreign  affiliates.  No  surprise,  though,  big 
companies  dominate.  One-third  of  all  foreign 
direct  investment  is  owned  by  the  world's  100 
largest  multinationals — which  range  from  oil 
and  chemicals  (Royal  Dutch/Shell:  $70  bil- 
lion in  foreign  assets)  to  drink  (lvmh  Moet- 
Hennessy:  $4.2  billion  in  foreign  assets). 

But  note,  too,  says  Sauvant,  the  increased 
investment  flows  to  the  developing  coimtries, 
which  got  $40  billion  of  the  investment  in 
1992.  The  largest  share  went  to  such  countries 
as  Taiwan,  Malaysia,  Singapore  and  Hong 
Kong,  with  much  of  this  Asian  investment  com- 
ing from  Japan.  Investment  into  Latin  America 
and  the  Caiibbean  ($16  billion)  was  predomi- 
nandy  from  the  U.S.  As  cievelopment  in  China 
and  India  picks  up,  Sauvant  e.xpects  the  cievelop- 
ing  countries'  share  to  increase  flirther. 


U.S.  multinationals  boost  trade  and  jobs 


Washington  iu-ie  ioric  often  seems  to  deny 
it,  but  multinationals  are  increasingly  important 
to  the  U.S.  economy.  The  traditional  simplis- 
tic view,  notably  from  the  labor  unions  but  lately 
also  from  Robert  Reich,  the  Clinton  Adminis- 
tration's Labor  Secretaiy,  is  that  direct  invest- 
ment abroad  leads  to  the  export  of  U.S.  jobs. 
There  is  increasing  and  powerfiil  evidence  that 
this  view  is  just  plain  wrong. 

In  a  study  for  an  upcoming  book.  The  Glob- 
alization of  Industry  and  National  Governments 
(coauthored  with  C.  Fred  Bergsten),  Graham 
found  a  strong  tie  between  U.S.  direct  invest- 
ment in  manufacturing  in  a  countiy  and  the 


U.S.'  share  of  that  countiy's  merchandise  im- 
ports. "When  a  U.S.  multinational  invests  in  a 
plant  abroad,  it  tends  to  increase  the  market  in 
that  countiy  for  components  from  its  other 
operations,"  says  Graham.  That  gain  more  than 
offsets  any  loss  of  direct  U.S.  exports. 

Another  study,  done  for  a  lobbying  group 
representing  U.S.  multinationals,  also  found 
that  such  companies  dominate  U.S.  exports, 
repatriated  $48  billion  in  net  earnings  from  their 
overseas  holdings  in  1992,  and  reduced  em- 
ployment at  just  one-quarter  the  rate  of  compa- 
nies that  operated  only  in  the  U.S.  Jobs  associ- 
ated with  exporting  also  pay  higher  wages. 


Europe  shows  the  way  not  t 

Inward  investment  flows  into  the  U.S.  have 
slowed  markedly,  from  $69  billion  in  1989  to 
under  $4  billion  in  1992.  Economic  slow- 
downs aside,  one  reason  for  this  slowdown  is 
perceived  unfriendliness  toward  multinational 
investors,  U.S.  as  well  as  foreign.  In  May  the 
House  of  Representatives  restricted  a  bill  to 
fimd  advanced  technology  research  so  that  the 
money  could  be  used  only  for  U.S. -made 
products,  including  all  components.  Besides  be- 
ing impossible  to  police,  the  rules  effectively 
block  multinationals  from  using  these  funds. 

Foreign  companies  operating  here  are  also 
under  serious  tax  attack.  For  a  while  Clinton 
threatened  to  squeeze  an  extra  $9  billion  a 
year  from  foreign  companies.  (The  final  budget 
still  calls  for  $366  million  to  be  extracted  over 
five  years  using  stiffer  penalties.)  The  California 


go 

Supreme  Court  has  upheld  that  state's  right  to 
impose  corporate  taxes  based  on  a  firm's  world- 
wide (as  opposed  to  California,  or  U.S.)  in- 
come. The  U.S.  Supreme  Court  will  decide  this 
fall  whether  to  hear  an  appeal  from  the  compa- 
ny involved,  Barclays  Bank  of  Britain.  If  this 
goes  California's  way,  U.S.  multinationals  fear 
that  Britain  will  retaliate  and  that  this  tit-for-tat 
will  spread. 

Perhaps  the  best  explanation  as  to  why  it  is 
important  to  encourage  multinational  compa- 
nies and  their  investments  comes  from  the 
F.uropean  Communit)'.  Ec:  planners  instead 
coddle  specific  industries  with  tax  breaks,  sub- 
sidies and  trade  protection.  Fat  lot  of  good  it's 
done  them,  ec:  exports  outside  the  Communi 
ty  have  fallen  from  1 1 .3%  ofcDP  in  1985  to  8.3% 
in  1991.  -Janet  Novackand  H.B.  ■■ 
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BY  ROBERT  BOSENSTEIN 


Current  239.3' 
Previous           238. 5t 
Percent  change  0.3% 

The  Forbes  Index  (i  967=1 00) 
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Although  interest  rates  are  at  their  lowest  level  in  1 6  years, 
consumer  spending  remains  sluggish.  Retail  sales  rose  a 
paltry  0.1%  in  July,  putting  the  year-to-date  gain,  net  of 
inflation,  at  2.9%.  Meanwhile,  the  weak  dollar  hasn't 
helped  mitigate  the  U.S.  trade  deficit.  The  trade  gap  rose 
to  .$103  billion  in  the  12  months  through  June,  the  largest 
12-month  deficit  since  May  1990.  Imports  grew  4.8% 
from  May  .to  June,  to  a  record  $49.7  billion.  But  weak 
foreign  economies  didn't  take  advantage  of  bargain-priced 
U.S.  goods:  Exports  fell  3.5%  over  the  same  period. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 992' 

Ward's  Automotive 

5.9% 

Index  of  leading  indicators  iune  vs  May 

Dept  of  Comnnerce 

0.1% 

Trade  balance  12  months  ended  June  1993 

Dept  of  Comnnerce 

-$103 M 

All-commodity  producer  price  index  July  vs  June' 

Dept  of  Labor 

-0.3% 

GDP  2nd  quarter  vs  1st — annualized  growth 

Dept  of  Commerce 

1.6% 

M2  (3-month  change) — annualized  growth' 

Federal  Reserve 

4,0% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  8/10/93.  ^Wholesale  goods.  '  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U  S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit- 
To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


109 


107 


105 


Industrial  production  index  (1987:^100) 
seasonally  adjusted  (Federal  Reserve) 


475 


425 


37b 


325 


New  unemployment  claims  average  tor  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor! 


Services    •   Total  index 


Consumer  price  indexes  (1982-84  average^lOO) 
all  urban  consumers,  unadiusted  (Dept  of  Labor) 


140 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


145 


Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories    •   New  orders 


270 


Manufacturers'  new  orders  and  inventories 

($biilions),  seasonally  adjusted  (Dept  of  Commerce) 


3100 


3000  jJi 

'°°fiT  T  r 

2800  ILLLLLLL 


Personal  Income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


755 


750 


735 


720 


Consumer  Installment  credit  (Sbiiiions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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>OTWEAR    NECKWEAR    LEATHER  OUTERWEAR  ACCESSORIES 

MONTGOMERY  NATURAL  CALFSKIN  BOOT  IS  AVAILABLE  AT 
I   t   OF  SWITZERLAND  SHOPS.  RALEIGHS  LI  M  I T  ED  —  I  N  D I A  N  A  PO  LI  S  . 
I   NSTEIN  BROTHERS—  NEW  ORLEANS, 
LOCK  S  AND  NORDSTROM  SELECTED  STORES. 
RECEIVE  A  FREE  BROCHURE  PLEASE  WRITE 
FRED.  ONE  BALLY  PLACE    NEW  ROCHELLE    NY  10801 
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THE  DIFFERENCE  BETWEEN  DRESSED.  AND  WELL  DRESSED® 


Louis  Gerstner  was  right:  His  most  urgent  task 

in  rescuing  IBM  is  not  redefining  the  company's  future. 

It  is  reversing  the  hemorrhaging  of  hard  money. 

The  cash 
thing 

By  Dana  Wcchsler  Linden 


Thh  SKCONivciUHSSHRS  wcrc  all  over 
Louis  Gerstner  when  he  blurted  out 
at  a  recent  press  conference,  "  I  hc  last 
thing  IBM  needs  right  now  is  a  vision." 
The  cry  went  up:  How  dare  he!  A 
bean-counter  mentalit\!  Bill  Gates 
has  a  vision,  Steve  Jobs  had  a  vision, 
Michael  Dell — even  though  he's  los- 
ing nionev  now — has  a  vision. 

No,  Gerstner  was  right,  says  Jay 
Alix,  a  professional  rescue  artist.  Alix, 
38,  helped  manage  last  year's  restruc- 
turing at  Unisys  Corp.  Currently  he 
works  for  General  Motors,  repairing 
its  beleaguered  National  Car  Rental 
subsidiary. 

A  vision,  says  Alix,  is  fine,  but  even 
more  basic  to  business  survival  is  that 
vou  have  cash  flowing  in  faster  than  it 
tlows  out.  llight  now  115M  doesn't. 

Forbes:  Were  the  back-benchers 
out  of  line  in  attacking  Gerstner? 

Alix:  Any  time  that  Gerstner  spends 
thinking  about  what's  going  to  hap- 
pen a  decade  from  now,  when  his 
companv  mav  run  out  of  monev  in  the 
next  12  months,  would  be  a  strategic 
miscalculation. 

Gerstner  is  out  there  saying,  "1 
ha\'e  to  get  this  ship  righted  and  bail 
water  out  of  the  belly."  Aiid  some  of 
the  others  are  saying,  "Yeah,  but 
where  are  we  going  to  dock  at  the  end 
of  the  trip.'" 

You  mean  that  the  good  craft  IBM  is 
shipping  water? 

It  is.  At  the  end  of  1 99 1  ibm  had  $5.1 
billion  of  working  capital.  In  1992  it 
had  S3  billion  of  wc^rking  capital.  It's 


still  S3  billion,  but  the  revenue  is 
shrinking  and  margins  are  eroding. 

In  four  years  IBM  has  slid  $12  billion 
in  hardware  revenues.  That's  20%. 
What  happens  if  it  slides  another  I0%? 
TweKe  months  from  now  it  could  be 
out  of  cash. 

Fixing  a  business  always  takes  long- 
er than  people  think.  And  if  you're 
losing  money  w  hile  you're  tr\'ing  to 
fix  the  business,  you  can  run  out  of 
money  before  you  get  it  fixed. 

Gerstner  appears  to  understand  a 
concept  that's  alien  to  many  company 
executives:  managing  for  cash. 
As  opposed  to  managing  for  what? 
For  earnings  per  share  anci  stock  price 
and  accrual  profit.  But  a  company 
pays  its  bills  with  cash.  Because  so 
many  managers  grew  up  in  an  envi- 
ronment of  big  companies  where 
there  was  alwavs  plent)'  of  cash 
around,  when  there  isn't  cash  around 
they're  ill-equipped  to  deal  with  the 
problem. 

Managing  for  cash  can  certainly  be 
a  good  discipline.  Otherwise,  for 
example,  it's  easy  to  let  receivables 
get  out  of  hand.  Or  to  go  after 
market  share  so  aggressively  you 
end  up  giving  the  product  away.  Or 
booking  intangibles  as  assets  that 
really  are  very  doubtful  assets. 
Most  troubled  companies  that  end  up 
on  the  rocks  would  ne\  er  have  ended 
up  there  had  they  had  their  eye  on 
cash  12  months  before.  Remember 
the  W.T.  Grant  chain?  Even  though 
the  company  showed  continuing  ac- 
crual profit  or  small  losses,  it  was 


Turnaround 
specialist 
Jay  Alix 
IBM's  Louis 
Gerstner  under- 
stands what 
few  corporate 
executives  do: 
You  can't  have 
a  vision  on 
an  empty 
banl<  account. 


bleeding  cash  for  several  years  before: 
it  failed. 

So  what  should  Gerstner  be  doing 
now?  What  should  the  manage- 
ment of  any  troubled  company  be 
doing? 

At  almost  everv'  troubled  compan}' 
we'x  e  e\  er  been  in,  w  e  find  there's  as 
much  as  a  10%  opportunity'  in  the 
company's  own  balance  sheet  to  con- 
\'ert  assets  into  cash.  In  the  case  of 
IBM,  that  would  mean  there  may  bei 
$8.5  billion  of  potential  cash. 

What  IBM  has  to  do  right  now  isj 
work  its  accounts  receivable  very! 
hard.  As  an  example,  Unisys  so  ag- 
gressi\el\'  managed  working  capital 
that  receivables  are  down  to  less  than 
55  days  of  sales.  In  the  computer' 
industry,  the  average  has  been  about 
70  days  of  sales  in  receivables.  But 
who  is  in  the  averager  Ever}'  sick 
company  in  the  industr\' — Digital, 
IBM,  Wang,  Amdahl.  Are  we  really 
going  to  rely  on  those  averages  to  tell| 
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w  hat  we  should  be  doing? 

ii.M  has  over  80  days  of  sales  in 
jcivables.  I  figure  IBM  has  at  least  a 
I  billion  opportunity  here.  That 
,mc  kind  of  thinking  applies  to  in- 
ntories  and  other  assets — which  is 
lere  to  squeeze  out  the  other  $6.5 
llion. 

oes  a  company  like  IBM  really  need 
lot  of  cash?  With  those  big  write- 
rs it  has  taken  isn't  it  in  pretty 
rong  shape? 

jrstner  wrote  off  $8.9  billion  in  a 
structuring  charge.  It's  10%  of  the 
sci  base.  It's  also  about  12%  of 
nual  costs.  It's  as  massive  as  any- 
)dy  could  imagine.  Having  said 
at,  I  would  not  be  surprised  if  IBM 
d  to  announce  an  additional  re- 
ructuring  charge  in  a  year. 
Number  one,  the  $8.9  billion  is 
iprccise.  Gerstner  hasn't  deter- 
ined  yet  what  costs  he's  going  to 
ke  out. 

Two,  while  IBM  is  taking  these  costs 


out  to  catch  up  to  the  industry,  the 
industry  is  not  sitting  still. 

And  three,  IBM  is  not  stable  today. 
Revenue  is  falling.  I've  watched  reve- 
nue fall  at  almost  every  high-tech 
company  that's  gotten  in  trouble  in 
the  country,  and  I'd  bet  that  IBM's 
revenue  is  going  to  continue  to  fall, 
and  that  it  is  going  to  continue  to  have 
margin  erosion. 

So  I  think  IBM  is  going  to  be  re- 
structuring for  the  next  18  to  30 
months.  Even  if  it  makes  an  an- 
nouncement that  it's  done. 
What  about  Gerstner's  decision  not 
to  break  up  IBM  into  smaller,  inde- 
pendent businesses? 
He  hasn't  really  made  a  decision  yet 
on  that — even  diough  he's  said  he's 
not  going  to  do  it  for  now. 

I  see  the  turnaround  for  him  as 
having  three  phases.  His  first  is  a 
highly  tactical  phase,  which  he's  in 
right  now.  Let's  accumulate  cash, 
right  now.  He  cut  the  dividend.  He 


said  he  was  going  to  sell  off  excess  real 
estate  and  equipment  and  locations. 
And  he  did  a  preferred  stock  offering. 
Let's  stabilize  the  revenue  of  the  com- 
pany where  it  is  today.  Which  is  why 
he  made  a  decision  not  to  tamper  wth 
the  sales  force  for  now.  And  let's  cut 
costs  as  low  as  we  can. 

Those  are  the  basic,  first  steps.  It 
gives  him  some  breathing  room, 
some  time  to  think. 
And  then? 

Phase  two  becomes  a  little  more  stra- 
tegic. Not  visionary,  strategic.  Which 
joint  ventures  to  keep,  which  ones  to 
get  rid  of.  What  products  to  manufac- 
ture, what  to  subcontract.  Which 
markets  to  stay  in,  which  to  get  out  of. 

I  suspect  you'll  see  IBM  unwind 
many  of  its  joint  ventures  that  it  put 
together  in  the  last  few  years. 
Like  the  Kaleida  deal  with  Apple 
and  the  Prodigy  venture  with 
Sears? 

Yes.  Then  IBM  is  going  to  have  to  look 
at  whether  or  not  it  can  afford  to  sell 
individual  computers  to  individual 
small  users. 

Why  not  do  a  Lexmark — spin  off 
PCs  into  a  freestanding  company? 

IBM  will  have  to  look  at  that.  It  may 
get  a  lot  of  money  for  the  PC  operation 
and  get  out  of  a  business  where  it's 
really  not  competitive  anyway. 
What  about  the  over  $2  billion 
systems  integration  business? 
Should  I  recommend  someone  else's 
hardware  to  a  customer  of  mine,  be- 
cause it's  better  hardware?  If  IBM  is 
going  to  be  in  the  systems  integration 
business,  it's  going  to  have  to  learn  to 
work  with  other  people's  hardware 
more  than  it  has. 
Phase  three? 

This  is  when  all  of  the  people  in  the 
crowd  will  get  what  they  want.  When 
Gerstner  will  come  back  and  say, 
here's  my  vision  for  IBM:  what  I  am 
going  to  drive  the  company  to  be  a 
decade  from  now. 

What  about  ibm's  dwindling  $30 
billion  mainframe  business? 
In  two  years  it  has  lost  something  like 
30%  of  its  revenues,  from  lower  prices 
and  lower  units.  It  used  to  carry  a  lot 
of  overhead.  Today  there's  a  lot  of 
capacity  in  the  industry,  and  every- 
body is  cutting  prices. 

So  IBM  is  going  to  have  to  get  rid  of 
fixed  costs  and  convert  mainframes  to 
a  variable-cost  business.  That  may 
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Honda  has  fallen  from  the  heights, 
but  don't  count  this 
innovative  company  out. 


include  a  significant  amount  of  sub- 
contracting into  llic  hands  of  lower- 
cost  producers.  And  Gerstner  is  going 
to  have  to  take  apart  the  whole  corpo 
rate  overhead,  which  is  built  around 
being  a  mainframe  company. 
Is  the  stock  a  buy  at  43? 
I'm  not  a  stock  picker,  but  having  said 
that,  there's  probably  more  upside — 
maybe  $50 — in  this  than  downside — 
say  ^$  10. 

What  you  say  about  IBM  must  be 
true  of  lots  of  other  big  companies 
that  report  profits  year  after  year 
but  then  run  into  trouble.  Is  that 
why  we  just  saw  that  big  shakeup  at 
Eastman  Kodak? 

IBM  is  fighting  a  life  or  death  game. 
Kodak  is  a  company  that  is  underper- 
forming  its  potential.  I  he  heightened 
publicity  and  heightened  awareness 
around  Kodak  is  just  that.  It's  height- 
ened. IBM  needs  a  meat  cleaver.  Kodak 
needs  a  surgeon's  scalpel. 

Kodak  has  rising,  not  falling,  reve- 
nues. It  has  kept  its  costs  pretty  much 
under  control.  What  it  has  had  is 
pathetic  earnings — only  $1.7  billion 
from  operations  on  $60  billion  in 
revenue  over  the  last  three  years. 
Earnings  should  have  been  double, 
maybe  even  triple  that. 

If  a  company  gets  too  lazy  or  too 
complacent  or  relies  on  its  past  too 
long,  it'll  miss  its  future.  And  I  think 
that's  really  the  concern  with  Kodak. 
So  you  don't  see  massive  layoffs  at 
Kodak,  big  writeoffs? 
If  some  analysts  had  their  way,  Kodak 
would  cut  up  to  30,000  people,  put- 
ting up  to  $3.2  billion  into  operating 
income,  or  about  16%  return  on  sales. 
Which  would  make  Kodak  probabl)' 
one  of  the  best-performing  compa- 
nies in  the  countr\'  today.  [But]  Ko- 
dak can't  get  there  that  fast.  It  doesn't 
mean  they  can't  get  there  someday. 
They  probably  can.  But  they  can't  get 
there  that  fast.  It  could  vcr)'  well  break 
the  business. 

You  are  saying  that  Kodak  needs 
the  vision  thing,  but  IBM  needs  the 
cash  management  thing? 

All  companies  should  watch  cash,  be- 
cause when  a  company  has  a  lot  of 
cash,  it  has  options,  it  can  be  a  guerril- 
la in  the  marketplace.  But  Kodak 
doesn't  hax  e  nearly  the  same  height- 
eneti  emphasis  on  it  that  IBM  has.  Big 
companies  in  crisis  often  have  ver\' 
different  agendas.  WM 


Tuming 
point.^ 

By  Steve  Kichen 

Honda,  onktimk  wunderkind  of 
the  auto  world,  has  fallen  on  hard 
times.  Its  first-quarter  sales  (in  yen) 
were  oft'  17%.  Wendy  Beale  Need- 
ham,  an  auto  analyst  at  Smith  Barney 
Shearson,  predicts  Honda  will  net  a 
sliver-thin  $221  million  on  rexenues 
of  $40  billion  in  the  fiscal  year  ending 
March  1994.  Its  Accord,  once  the 
number-one-selling  marque  in  the 
U.S.,  is  down  to  fourth  place.  Several 
of  the  Accord's  competitors,  such  as 
the  Toyota  Camry  aiid  Chrysler  LH 
cars,  are  newer,  bigger  and  more  pow- 
erftil.  Thanks  to  the  strong  yen,  a 
loaded  Accord  can  cost  over  $22,000 
and  e\'en  die  small  Honda  Civic  can 
am  as  high  as  $16,000  fiilly  equipped. 
Honda's  luxury'  Acura  Legend,  which 
once  had  a  high-price  market  almost  to 
itself,  must  now  compete  widi  Lexus 
of  Toyota  and  Infiniti  of  Nissan.  In 
lapan,  Honda  is  suft'ering  more  dian 
its  rivals.  In  the  six  months  through 
June,  Honda's  car  sales  were  down 
nearly  1 2%,  compared  with  a  6%  decline 
in  the  overall  Japanese  auto  market. 

The  bad  news  makes  the  headlines. 
But  don't  count  Honda  out.  A  new 
Accord — now  in  production — re- 
portedly is  stylish,  with  the  same  con- 
venient exterior  dimensions  as  today's 
Accord  but  more  room  on  the  inside. 
It  still  won't  be  as  roomy  as  the 
bestselling  Ford  Taurus  and  will  look 
smaller.  "The  next  Accord  is  a  classic 
kind  of  Honda  project,  a  very-  impres- 
sive car,"  says  John  Casesa,  an  auto 
analyst  at  Wertlieim  Schroder  &  Co. 
in  New  York,  and  one  of  the  few 
people  outside  Honda  who  have  been 
allowed  to  preview  the  car.  "The  Ac- 
cord \s  ill  put  Honda  at  the  forefront 


of  all  Japanese  producers  once  again, 
predicts  Casesa. 

Meanwhile,  in  ]u\y  at  least,  Accoi 
was  again  the  number  one  seller  in  tl 
U.S.,  thanks  to  heavy  dealer  incei 
tixes;  at  midyear  Honda  sales  we: 
10.5%  oft'last  year's  pace,  but  Richai 
Colix  er,  senior  vice  president  of  aul 
sales  at  Honda,  expects  this  gap  ) 
shrink  to  5%  by  year-end.  J 

There  are  other  bright  spots:  F 
1994  Acura  Integra,  introduced  hei 
this  summer,  is  selling  briskly,  an 
sales  of  its  smaller  Civics  are  runnir 
25%  ahead  of  last  year.  Later  next  ye. 
Acura  will  update  its  Vigor  with  a  c 
that  is  "much  more  responsive  to  tl 
market,"  according  to  Richai 
Thomas,  executive  vice  president  • 
the  Acura  division. 

Honda  is  also  following  Detroit 
efficiency  road  map.  "Before,  eve 
single  car  was  a  totally  unique  iter 
Now,  we  are  mo\'ing  the  way  the  re 
of  the  industry'  is — to  sharing  con 
mon  parts  but  still  keeping  each  moo 
el  car  distinct,"  says  Thomas.  Oth' 
savings  w  ill  come  from  bringing  su| 
pliers  into  the  development  proce 
earlier  in  the  cycle.  Chr>'sler  did  th 
with  its  LH  sedans,  with  considerab 
cost-saving  success;  for  once  the  Jap 
nese  are  learning  from  the  Americai 
instead  of  the  other  way  around,  bi 
Honda  learns  fast. 

Unlike  the  auto  side,  Honda's  m( 
torcycle  business  is  healthy.  It  so 
nearly  4  million  motorcycles  last  yea 
about  twice  the  volume  of  what  i 
largest  rival,  Yamaha,  soki,  and  it 
expanding  in  China,  India,  Thailar 
and  Taiwan.  Honda  has  a  head  sta 
when   these   emerging  economii 
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IVinners 


irst-generation  Honda  Civic 


The  first  Accord  4-door 


1993  Accord 


L/Osers 


raduate  from  motorcycles  to  autos. 
Another  plus:  Honda  is  building  a 
ig  export  business  from  the  U.S., 
here  its  manufacturing  is  less  handi- 
apped  by  the  expensive  yen,  shipping 
6,000  U.S. -made  cars  to  Japan  and 
1  other  countries  last  year,  second 
nl\  to  General  Motors  in  car  exports. 
1  ull  recovery  in  Honda's  profits — 
earned  a  record  $811  million,  or  83 
jnts  per  local  share,  in  1985 — is  still  a 


few  years  away.  There  remain  several 
glaring  gaps  in  its  product  lines,  espe- 
cially sport  utility  vehicles  and  mini- 
vans.  A  minivan  is  coming,  but  not  for 
another  two  years.  Honda  is  rumored 
to  have  its  own  sport  utilitv'  in  the 
works,  but  that,  too,  is  in  the  tiiture. 
In  January  Honda  dealers  will  get  a 
slightly  disguised  version  of  the  Indi- 
ana-built Isuzu  Rodeo  to  fill  that  gap 
in  the  meantime.  (In  turn,  struggling 


Isuzu  will  get  a  Honda-made  auto- 
mobile to  sell  in  Japan.) 

The  new  Accord,  of  course,  may 
well  mark  the  turning  point  in  Hon- 
da's fortunes.  It  has  a  good  deal  al- 
ready going  for  it.  According  to  an 
R.L.  Polk  survey,  Honda  owners  have 
the  highest  loyalty  in  the  business, 
meaning  that  several  million  current 
Accord  and  Civic  owners  are  good 
prospects  for  the  new  vehicle.  Hi 


Great  cars  but  poor  results 


Year 

 Automobile  sales  (thou)  

 Revenues- 

 Net 

income  

Operating 

Return  on 

worldwide 

U.S. 

yen  (tril) 

$  (bil) 

yen  (bil) 

$(mil) 

margin 

equity 

1987 

1,721 

738 

Y3.23 

$23.4 

y;oo 

$723 

5.0% 

12.9% 

1988 

1,873 

769 

3.49 

27.2 

97 

756 

5.1 

10.8 

1989 

1,938 

783 

3.85 

27.0 

81 

567 

5.2 

7.5 

1990 

2,007 

855 

4.30 

30.4 

76 

538 

3.4 

7,0 

1991 

1,978 

803 

4.39 

32.9 

64 

480 

3.5 

5.9 

1992 

1,841 

769 

4.13 

33.1 

38 

304 

2.6 

3.7 

1993E 

1,724 

730 

4.09 

39.6 

23 

221 

1.9 

2.3 

'Automobile  sales  are  for  calendar  years,  financial  data  are  for  fiscal  years  ending  in  March  of  the  following  year.  Fiscal  results  converted  into  U.S.  dollars  at  average 
exchange  rate  for  the  previous  12  months.  Financial  forecasts  courtesy  of  Wendy  Beale  Needham,  Smith  Barney  Shearson.  Estimates  converted  into  U.S.  dollars 
at  8/23/93  exchange  rate  of  103.1  yen/dollar.    E:  Estimate.  '  v  j 


lanks  to  the  rising  yen  and  stronger  competition,  Honda  has  posted  year-to-year  declines  in  automobile  sales 

I  nee  its  peak  year  in  1990.  As  a  result,  Honda's  profits  are  but  a  small  fraction  of  what  they  were  a  few  years  earlier. 

le  new  Accord  may  not  be  a  makeM>r-break  car,  but  its  success  is  crucial  to  Honda's  future. 
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Talk  all  you  will  about  the  austere  1990s,  the  folks 
at  Hermes  still  sell  $225  silk  scarves  and  $2,000 
handmade  shoes  like  there's  no  tomorrow. 

Tie  man  meets 
Queen  of  England 


By  Nancy  Rotenier 

As  BEFITS  THE  MAN  who  niiis  onc  of  tlie 
world's  most  elegant  businesses,  Jean- 
Louis  Dumas  likes  dramatic  touches. 
We  asked  him  how  he  allocates  his  time. 
He  reached  into  the  breast  pocket  of  his 
immaculately  tailored  suit,  and  witli  a 
cocked  eyebrow  and  a  coy  look,  slowly 
withdrew  a  bright  red  leather  agenda. 
Whipping  it  open  and  fanning  die 
pages,  he  commanded:  "Pick  a  page. 
Any  page." 

Before  his  interviewer  could  make  a 
choice,  Dumas  picked  an  item.  Un- 
derneath one  day's  entry  was  a  draw- 
ing he'd  done  of  himself  and  Queen 
Elizabeth  II  at  the  Ascot  races.  Dumas 
beamed:  "That's  the  tie  man  meeting 
the  Queen  of  England." 

Meeting  the  Queen  of  England  is 
the  sort  of  thing  you  must  do  if  you 
want  to  maintain  the  prestige  needed 
to  peddle  luxury  goods.  Dumas,  a 
fifth-generation  descendant  of  com- 
pany founder  Thierr)^  Hermes,  is  an 
old  hand  at  doing  things  to  exploit 
and  uphold  the  Hermes  cachet.  If  that 
requires  being  a  bit  of  a  showman,  so 
be  it.  Jean- Louis  Dumas  is  good  at  it. 
You  don't  sell  $175  leather  chewing 
gum  holders,  $1,000  silk  kites  or 
$20,000  alligator-skin  golf  bags  un- 
less you  invest  the  products  with  a  bit 
of  glamour  and  social  standing. 

When  Dumas  took  over,  Hermes 
was  chic  but  somnolent.  It  had 
around  15  stores  worldwide  and  a 
customer  base  largely  restricted  to  the 
ladies-who-lunch  set.  Dumas,  who 
spent  six  months  as  aii  assistant  buyer 
at  Bloomingdale's  before  joining 
Hermes  in  1964,  was  facecJ  with  too 
narrow  a  base  to  ensure  die  long- 
range  survival  of  his  heritage.  As  he 
now  puts  it:  "I  had  to  cievelop  the 


presence  of  Hermes  in  the  world." 
Dumas'  definition  of  "world"  is  a  bit 
special. 

There  is  a  fine  line  in  luxury  goods 
between  presence  and  overexposure. 
Too  little  exposure  and  people  forget 
about  you;  too  much  and  they  get 
bored  with  you.  In  a  1990  McKinsey 
&  Co.  study  of  luxury  brands,  a  survey 
found  Hermes  was  not  among  the  top 
20  names  spontaneously  mentioned 
by  American  women  interxiewed. 
Spooked?  Not  at  all.  Dumas  was 
pleased.  In  developing  Hermes'  pres- 
ence, Dumas  decided:  no  licen.sing  of 
the  name  to  others;  that  was  the 
downfall  of  Pierre  Cardin.  Says  Du- 
mas: "We  don't  want  easy  money.  We 
want  to  present  our  own  baby." 

Slowly  Dumas  began  opening  new 


RIGHT: 

Hermes 
International's 
dapper  chief, 
Jean-Louis  Dumas 
Now,  if  you're 
lucky,  you  can  buy 
a  piece  of  the 
Hermes  family  pie. 


Launches  and  lines 


1954:  Art  de  vivre  2.5%  - 

cashmere  shawls  bathmats 
gold  and  silver  gifts  ashtrays 
games  furniture 


1984: 

Tableware  1.7% 

porcelain 
crystal 
silverware 

1937: 

Silk  squares 
18.7% 

1949: 
Ties  10.5% 

Other  silk 
articles  3.8% 


1972:  Shoes 
2.8% 

1837: 
Leather 

18.3%   


handbags 

belts  1979: 

Enamelware 
0.9% 


1961: 

Perfumes  9.7% 


Misc.  10.1% 


Since  the  compa- 
ny started  making 
harnesses  in 
1837,  the  product! 
line  has  slowly 
expanded  to  broai 
en  the  compa- 
ny's appeal.  One 
popular  item  no 
longer  on  the  mar 
ket:  dog  collars. 
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.hops  throughout  the  world  and  add- 
ng  new  lines,  such  as  tableware,  fur- 
niture and  stationery,  in  an  effort  to 
ittract  the  well-heeled  career  woman. 
3ut  if  Hermes  were  to  acquire  new 
ines,  they  would  be  lines  as  presti- 
gious as  its  own.  To  supplement  its 
vomen's  footwear,  in  the  mid-Seven- 
ies  Dumas  bought  John  Lobb 
France),  the  maker  of  handcrafted 
nen's  shoes  that  go  for  well  over 
52,000  a  pair.  He  acquired  Hermes 


Perigord  for  decorating  porcelain, 
and  a  majority  stake  in  Eugene  Perrin 
&  Fils  for  silk  weaving  and  printing. 

In  expanding  the  Hermes  line,  Du- 
mas decreed  that  if  the  company 
could  not  do  all  of  the  manufacturing 
itself — as  it  still  does  with  its  textiles, 
leather  and  perflime — or  buy  the  sup- 
pliers to  his  shops,  it  would  at  least  be 
partners  with  its  suppliers.  Today 
Hermes  owns  percentages  of  tony 
Puiforcat,  which  makes  silver  prod- 


ucts, and  Saint-Louis  Crystal. 

New  stores?  Of  course.  But  slowly, 
carefully.  Since  1982  Dumas  has 
opened  an  average  of  3  new  boutiques 
a  year.  Dumas  plans  to  pick  up  the 
pace  slightly  to  around  5  per  year.  The 
15  Hermes  shops  of  his  early  days  are 
now  55.  But  competitor  Louis  Vuit- 
ton  opens  about  10  stores  a  year  and 
now  has  over  200.  That's  a  bit  too 
plebeian  for  Hermes. 

Design  of  every  new  store  is  person- 
ally supervised  by  Jean-Louis'  wife, 
Rena,  an  interior  architect.  They  are 
all  polished  brass  and  cheriy  wood, 
averaging  about  3,000  square  feet, 
and  do  about  $4  million  in  sales — an 
awesome  annual  take  of  $1,300  per 
square  foot.  Germany's  Escada  aver- 
ages about  $800  per  square  foot 
among  its  stores. 

Dumas  has  not  been  above  putting 
a  little  Ainerican  pizzazz  into  his  mar- 
keting. In  1984,  to  push  for  more 
U.S.  sales,  he  hired  American  Chrys 
Fisher,  a  former  Neiman  Marcus  ex- 
ecutive, to  run  Hermes  U.S.  At  his 
first  U.S.  management  meeting.  Fish- 
er was  flabbergasted  at  being  told  that 
a  customer  who  tried  to  return  a  scarf 
was  haughtily  refused  either  a  refitnd 
or  a  replacement.  Fisher  explains: 
"They  didn't  embrace  the  customers 
as  the  lifeblood  of  the  company.  They 
weren't  able  to  penetrate  the  Ameri- 
can market."  Fisher  created  an  800 
number,  a  customer  service  depart- 
ment and  a  direct-mail  division. 

Unable  to  get  equity  in  the  compa- 
ny. Fisher  resigned  in  Januar)',  but  left 
beliind  a  U.S.  division  that  today 
contributes  11%  of  Hermes'  $420 
million  in  annual  revenues.  Replacing 
Fisher  is  37-year-old  Laurent  Mom- 
meja,  a  sixth-generation  Hermes  de- 
scendant and  a  12 -year  company  vet- 
eran. Mommeja  talks  about  continu- 
ing Dumas'  slow-growth  strategy 
over  the  next  five  years. 

What  about  the  media  cliche  that 
says  that  in  the  austere  1990s  luxuri- 
ous ostentation  is  out?  Will  people 
continue  to  pay  $225  for  a  silk  scarf 
whose  chief  virtue  is  that  it  is  almost 
instantly  recognizable  by  the  cogno- 
scenti? Will  Hermes  have  to  move 
down  market? 

Absolutely  not,  says  Dumas.  Dur- 
ing the  late  1980s  Hermes'  sales  ex- 
panded annually  by  about  35%,  but 
flattened  out  in  the  early  1990s.  Still, 
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Hermcti 


New  leader 
of  Hermes' 
U.S.  operations 
Laurent  Mommeja 
has  big  shoes  to  fill 
"We  can't  do 
anything  without 
the  support 
of  Paris  or 
Jean-Louis." 


profits  rose  almost  50%,  to  $33  mil- 
lion, from  the  previous  year.  This  year 
Dumas  expects  a  5%  increase  in  reve- 
nues and  $34  million  in  net  profits. 

Which  makes  Hermes  something 
of  a  standout  in  the  luxur\'  trade. 
Other  luxur>'  goods  companies,  like 
LVMH,  Christian  Dior  and  Yves  St. 


Monaco's 
Prince  Rainier  III 
and  wife  Grace  Kelly, 
sporting  her  name- 
sake Kelly  bag 
The  cost  of 
cachet:  $3,725 
for  the  handbag. 
Prince  not 
included. 


Laurent  (a  chunk  of  which  recendy 
sold  to  Elf  Sanofi),  are  still  feeling  the 
pinch.  LVMH,  the  French  owners  of 
such  labels  as  Hennessy  and  Louis 
Vuitton,  had  booming  profits  in  the 
1980s,  but  last  year  lvmh's  profits 
shrank  25%. 

No  surprise,  then,  diat  investors 


jumped  to  the  bait  when  Dumas  took 
the  company  public  in  June.  Through 
Ferri  S.A.,  he  sold  425,000  shares,  or 
4%  of  the  company,  and  listed  the 
stock  on  the  second  market  of  the 
Paris  bourse.  At  $55  per  share,  the 
issue  was  oversubscribed  34  times. 
The  stock  recently  traded  at  about  the 
offering  price. 

But  control — 81%— remains  firmly 
in  family  hands.  Dumas  explains  that 
going  public  was  a  tactfiil  way  of 
avoiding  family  squabbles.  It  enabled 
those  among  Thierr\'  Hermes  descen- 
dants who  wanted  out  to  get  market 
price  rather  than  have  to  haggle  over 
appraisals.  "We  are  so  many,"  he 
explains.  "We  want  to  prevent  rather 
than  cure.  This  way,  someone  wants 
to  buy  an  apartment,  go  on  \  aca- 
tion — it's  no  problem." 

Nor,  apparently,  is  rubbing  shoul- 
ders with  the  Queen  of  England.  H 
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Who  else  would  you 
expect  to  produce  the  most 
complicated  mechanical 
wristwatch  in  the 
world? 


At  the  slightest  provocation,  Wall  Street  punishes 
any  company  that  has  anything  to  do  with  health  care- 
even  a  well-managed  retailer  like  Arbor  Drugs. 

Innocent  victim 


By  Neil  Weinberg 

On  July  7  Arbor  Drugs  of  Troy, 
Mich,  lost  25%  of  its  market  value.  Its 
stock  droppeti  from  20%  to  1  Sys.  The 
sclloff  followed  its  announcement 
that  Blue  Cross  of  Michigan  was  after 
it  for  $17  million  in  possible  over- 
charges. The  number  just  about 
equals  the  drugstore  chain's  estimat- 
ed net  profit  for  the  1993  fiscal  year 
(ended  July  31). 

That  was  the  second  time  this  year 
that  the  company's  stock  took  a  beat- 
ing. The  first  came  in  Januar)',  when 
investors  scrambled  out  of  drugstore 
stocks  as  well  as  pharmaceutical  com- 
pany stocks  in  fear  of  Washington's 
health  care  plans.  Between  Jan.  4  and 
Feb.  25  Arbor  lost  25%  of  its  value, 
though  it  had  recovered  a  bit  before 
the  July  7  bombshell. 

Overreaction.^  The  Blue  Cross 
sc]uabble  will  likely  be  settled  for  less 
than  SI 7  million,  says  Mark  Johnson, 
an  analyst  with  Barrington  Research 
Associates  in  Barrington,  111.  As  for 
the  fears  that  national  health  insur- 
ance will  hurt  companies  like  Arbor, 
says  Johnson,  investors  are  simply 
misunderstanding  what  Arbor  does. 
Like  industiy  leader  Walgreen  Co., 
Alitor  has  invested  heavily  in  comput- 
ers to  track  sales,  share  prescription 
data  among  stores  and  process  claims 
for  scores  of  healtJi  insurers.  It  will 
take  to  a  more  bureaucratic  health 
care  system  as  well  as  Brer  Rabbit  to 
the  briar  patch. 

Price  caps  on  prescription  dmgs 
aren't  much  of  a  threat,  either,  says 
Eugene  Applebaum,  56,  the  pharma- 
cist who  started  tliis  chain  30  years 
ago  and  still  runs  it.  Ai-bor  receives  a 
fixed  markup  of  $2.50  to  $3.50  for 
the  75%  of  prescriptions  it  fills  that  are 
covered  by  health  care  plans.  Health 
care  legislation  is  likely  simply  to  in- 
crease the  unit  \'olume,  as  more  peo- 
ple get  subsidies  for  their  medicine. 


Arbor  Drugs  President  Eugene  Applebaum 
"I  felt  I'd  be  paid  to  stay  in  my  range." 


Washington  can't  cut  prescription 
markups  without  hurting  the  many 
independent  drugstores  that  are  less 
efficient. 

So  how  efficient  is  Applebaum's 
chain?  In  its  1992  fiscal  year,  it  hati 
sales  of  $471  per  square  foot  and  $3.9 
million  per  store — 83%  and  59%,  re- 
spectively, above  drugstore  industry 
averages.  The  chain  also  boasts  a  17% 
five-year  average  return  on  equity, 
second  only  to  Walgreen  among  large 
drugstore  chains,  and  had  a  3.3%  net 
profit  margin  last  year. 

Applebaum,  who  joined  Forbes' 
list  of  the  200  best  small  companies' 
executives  in  1988,  has  been  expand- 
ing Arbor  17%  a  year  on  average  ever 
since.  Analyst  Johnson  estimates  that 
sales  reached  $548  million  for  fiscal 
1993  and  earnings  $17.6  million,  or 
$1 .08  per  share.  At  their  recent  17^4, 
Arbor  shares  are  trading  at  16  times 
trailing  earnings,  to  Walgreen's  24. 

Applebaum  started  out  on  the 
grimy  east  side  of  Dearborn,  Mich., 


near  the  River  Rouge.  He  pf)f)led  hi;* 
savings  from  working  as  a  pharmacist 
with  money  from  a  silent  partnei 
(long  ago  bought  out)  to  lease  a 
storeroom  for  his  first  drugstore.  Ar^ 
bor  is  now  a  1 39-drugstore  chain,  the 
nation's  20th  largest.  'T  loved  phati 
macy  and  I  loved  the  business  side,'| 
explains  Applebaum,  seated  behind  ^ 
meticulous,  paper-free  desk.  "I  aisc 
liked  fast  nickels  and  dimes." 

Applebaum  is  compulsively  neat, : 
trait  that  has  ser\'ed  him  well,  just  as  il 
did  Ray  Kroc  of  McDonald's.  "What 
people  want  of  a  drugstore  is  conve 
nience  and  a  professional  understand- 
ing of  pharmacy,"  he  says.  "Thai 
hasn't  changed."  He  provides  it  ir 
outlets  from  inner-citv'  Detroit  to  tlu 
ritziest  suburbs,  ofix;ring  a  similai 
product  mix,  virtually  the  same  layout 
and  identical  prices.  Floors  are  spot- 
less. Clerks  tidy  shelves  with  rulers. 

Maybe  it  was  Applebaum's  obses- 
sion with  order  that  enabled  Arbor  tc 
avoid  missteps  like  Rite  Aid's  unhap- 
pv  forav  into  videotapes,  and,  closei 
to  home,  Perr\'  Drug  Stores'  flinj^ 
selling  shock  absorbers  and  othei 
auto  parts.  "I  watched  other  chain? 
tr>'  to  become  record  stores,  autc 
stores  or  cleaners.  But  I  always  felt  I'c 
be  paid  for  staying  in  my  range,'' 
Applebaum  explains.  I 

He  did  stumble  shortly  before  Ar- 
bor went  pubHc  in  1986.  He  openec 
three  stores  in  the  Carolinas  to  wowl 
investors  with  a  bit  of  geographica 
diversity  .  "Stock  analysts  asked  gooc 
questions,  like  how  we'd  service  tht 
stores,  but  I  didn't  take  them  as  gooc 
questions,"  he  admits.  Arbor  wa; 
lucky  that  Eckerd  bought  it  out  ai 
cost.  The  lesson:  "We'll  grow  in  con- 
tiguous states  through  acquisitions  o) 
small  chains,"  he  says. 

Challenges  loom.  General  mer 
chandisers  like  Kmart  and  mail-ordei 
operators  are  keen  to  boost  pharmac\ 
sales.  And  Michigan's  economy  is  fai 
from  robust.  E\'en  so,  Applebaun 
sees  plent\'  of  opportunity',  most  of  ii 
not  far  from  headquarters.  Arbor  re- 
cently became  the  first  large  retailer  o 
any  sort  in  20  years  to  open  an  outlei 
in  depressed  Ecorse,  south  of  Detroit 

Reform.^  First  of  all,  it's  no' 
going  to  lower  the  nation's  healtl 
care  bill.  Second,  it  will  probabh 
bring  some  new  customers  into  tha' 
Ecorse  store.  ■§ 
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The  very  idea  of  designing  and  constructing 
a  wristwatch-size  "Grande  Complication" 
had  always  seemed  unthinkable.  How  was 
any  manufacturer  to  take  what  was  already 
the  pinnacle  in  mechanical  watchmaking  to 
yet  greater  heights  by  making  it  even  smaller? 
But  when  something  on  the  open-ended  scale 
of  mechanical  achievement  is  considered 
unattainable,  we  at  IWC  are  unable  to  resist 
rising  to  the  challenge.  And  now,  after  almost 
seven  years  of  intensive  development,  we 
have  succeeded  in  creating  a  mechanical 
wristwatch  that  is  not  only  the  most  complex 
ever  made,  but  also  astonishingly  simple  to 
operate. 

IWC's  "Grande  Complication"  contains  659 
different  parts  operating  in  perfect  harmony 
to  drive  nine  hands,  a  perpetual  calendar,  an 
automatic  chronograph  and  a  chiming  minute 
repeater. 

The  one  thing,  however,  which  even  we 
cannot  do  here,  is  describe  the  "Grande 
Complication"  in  the  detail  it  so  richly 
deserves. 

For  that,  you  will  have  to  turn  lo  our 
20-minute  video  and  our  lavishly  produced 
240-page  book,  "The  Grande  Complication 
by  IWC"  -  the  most  comprehensive 
instruction  manual  ever  produced  for  a  watch. 


I  would  like  to  know  how  this  unique 
wristwatch  functions  in  minute  detail. 
Please  send  me: 

□  The  book:  "The  Grande  Complication  by 
IWC"  (by  Manfred  Fritz,  pub.  Edition 
Stemmie)  at  $  195. 

CD  The  video:  "The  Grande  Complication  by 
IWC"  (length:  20  minutes)  at  $  25. 

□  The  free  brochure:  "The  Grande 
Complication  by  IWC". 

Please  select  appropriate  box(es)  and  return 
to  IWC,  P.O.  Box  1807,  Winchester,  VA  22604. 
To  order  by  telephone,  call  (800)  432-9330. 

Name:  


Address: 


City/State/Zip: 

Date:  

Signature:  


The  Meeting  Place  - 
Discover  the  largest  selection  of  the  most 
renowned  jewelry  and  timepieces  in  the  world  . . . 


The  Beverly  Hilton 

9H76  Wilshire  Blvd..  Beverly  Hills  90210,  U.S.A. 
Tel  (.^10)  276.5556;  Fax  (310)  859.0712 


The  key  to  success  in  many  areas  of  life  is  to  be  able  to  put  yourself  in  another's 
shoes.  Why  can't  the  people  who  write  computer  manuals  understand  that? 

Making  tlie  easy 
difficult 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

In  Stanford,  Calif. 


Just  a  few  years  ago,  a  colleague 
referred  to  me  as  "the  last  of  the 
Luddites"  because  I  did  not  use  a 
computer.  After  reluctantly  deciding 
to  join  the  twentieth  century  while  it 
still  had  a  few  years  left,  I  discovered 
two  things. 

First,  the  computer  is  incredibly 
easy  for  doing  the  things  1  want  to 
do.  Second,  computer  instructions 
are  incredibly  hard  for  describing 
incredibly  easy  things.  In  fact,  these 
instructions  are  almost  impenetrable. 

When  you  finally  figure  out  what 
they  are  saying,  it  is  oft:en  ver\'  little. 
Afi:cr  a  while,  I  started  writing  mv 
own  instructions  to  myself  whenever  I 
finally  learned  how  to  do  something. 
That  way,  I  never  had  to  go  back  to 
the  computer  manual  to  do  that  par 
ticular  operation  again. 

Things  were  going  along  fine  with 
my  word  processing  and  a  few  com- 
mercial software  packages — until  the 
new  computer  system  called  "Win- 
dows" appeared. 

One  of  my  favorite  and  most  useftil 
soft^vare  packages  had  cit\'  street  maps 
that  would  automatically  locate  anv 
address  for  you  in  a  number  of  cities 
across  the  United  States.  Unfortu- 
nately, this  sofiAvare  producer  did  not 


have  any  such  maps  for  foreign  cities. 

Then  I  discovered  another  software 
program  that  would  do  the  same 
thing  for  clo/ens  of  cities  overseas — 
but  it  required  Windows.  The  die  was 
cast.  I  bought  Windows.  It  was  a  day 
that  will  live  in  infamy. 

Those  who  sav  that  it  is  "easier"  to 
learn  Windows  than  to  learn  the  ordi- 
nary' Disk  Operating  System  (lK)s)  are 
either  out  of  their  minds  or  they  mean 
something  very  different  from  what 
they  are  saying. 

It  may  well  be  true  that,  a^rr  learn- 
ing both  DOS  and  Windows,  you  will 
find  Windows  much  more  convenient 
to  use.  But  that  is  like  saying  that,  after 
mastering  both  French  and  Chinese, 
you  may  find  it  easier  to  express  your- 
self in  Chinese.  But  that  is  very  differ- 
ent from  saying  that  the  process  of 
learning  Chinese  is  easier  than  the 
process  of  learning  French. 

Merely  learning  to  use  the  software 
that  is  supposed  to  teach  you  how  to 
use  Windows  is  frustrating.  I  have 
since  erased  that  software,  so  that 
it  will  not  be  wasting  space  on  my 
computer  disk — and  have  proceeded 
by  guess  and  by  golly.  At  least  some 
progress  has  been  made  that  way. 

It  is  not  just  a  few  of  us  Luddites 
who  have  problems.  Not  long  ago,  I 
called  in  a  computer  expert  to  get  an 
expensive  new  printer  to  print.  It  took 
him  an  hour  before  the  first  printed 
page  came  out  of  the  machine. 

Fift}'-five  minutes  of  that  ht)ur 
were  spent  trying  to  figure  out  the 
instmctions. 

My  only  explanation  for  how  rela- 
tively simple  things  can  be  made 
incredibly  difficult  in  instruction 
manuals  is  that  the  problem  is  not 
with  computers,  but  with  the  kind  of 
people  who  become  computer  ex- 
perts. They  seem  incapable  of  putting 


themselves  in  other  people's  place; 
and  seeing  how  what  they  are  saying 
and  doing  must  appear  to  others. 

When  my  new  map  software  for  us( 
with  Windows  reached  a  point  when 
I  could  not  get  any  kind  of  response 
or  even  figure  out  how  to  exit  frorr 
the  map  sofrv\'arc,  I  tried  to  get  out  ol 
this  impasse  by  having  the  compute! 
turn  itself  off  and  then  on  again 
Immediately  a  message  appeared  or 
the  screen,  saying  that  turning  off  tht 
computer  like  this  could  cause  prob 
lems  with  the  software  and  that  such 
an  exit  was  unnecessary  because  the 
software  was  still  able  to  respond  tc 
other  commands. 

This  wordy  announcement  did  not 
offer  a  single  clue  as  to  how  I  might 
exit  imm  this  software  properly. 

This  inabilit)'  of  computer  experts 
to  put  themselves  in  the  place  of  the 
user  extends  far  beyond  technical 
things.  My  expensive  printer  did  not 
come  with  the  special  cable  needed  tc 
make  it  work,  even  though  this  cable 
costs  only  a  couple  of  dollars.  Instead 
somewhere  in  the  middle  of  the  man 
ual  there  is  a  note  that  cables  whicli 
work  with  other  printers  may  not 
work  with  this  one. 

A  reader  in  Saudi  Arabia  wrote  tc 
me  of  his  predicament  when  he  re 
ceived  this  same  model  of  printer  and 
had  to  go  through  all  sorts  of  hassles 
to  tr\'  to  get  the  cable  he  needed  from 
overseas.  Does  it  take  a  genius  tc 
figure  out  that  when  someone  buys  3 
printer,  he  ought  to  find  whatever  is 
required  to  print  inside  the  box — 
especially  when  the  box  costs  well 
over  a  thousand  dollars  and  the  miss- 
ing items  put  together  don't  add  up 
to  ten  bucks? 

Incidentally,  diat  printer  is  now  the 
property  of  my  son,  who  has  a  degree  in 
computer  science.  He'll  need  it.  ■ 
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Your  Jemand  for  a  first-class  ticket  to  Milan.  Pronto. 
Not  Overlooked. 

Your  desire  for  trousers  pressed  to  military  standards.  On  tke  douLle. 

Not  Overlooked. 

Your  craving  for  New  York  steak  witk  kand-cut  fries.  At  1:30  a.m. 

Not  Overlooked. 

and 

Above, 

an  example  of  some  tkings  we  admittedly  overlook. 


ve  never  experienced  anytliing  quite  like  it. 
Even  in  Newark. 


FburSeasonsHotel 

NEW  YORK 

57  EAST  57TH  STREET  BETWEEN  MADISON  AND  PARK 
PHONE  (2121 758-5700  OR  YOUR  TRAVEL  COUNSELOR 


) 

■I 

When  to 
buy, 

sell  or  hold 

your 

financial 

advisor. 

-,  S>^-/    -if.;;'"  '^^|^^j;iii4£iLWi>  "  / 


These  days,  it  seems  as  though  just 
about  everybody  can  call  themselves  a 
tinancial  advisor. 

And  unfortunately,  it's  difficult  to  mea- 
sure their  worth  without  first  trusting  them 
with  your  money. 

Even  then,  it's  difficult. 

Could  someone  with  better  qualifica- 
tions, greater  resources  and  more  experi- 
ence serve  you  better? 

What  you  need  is  a  standard  by 
which  to  judge  financial  advisors. 

This  advertisement  has  been 
written  to  provide  you  with  one, 
and  reading  it  could  prove  to  be 
one  of  the  best  investments  you'll 
ever  make. 

Is  your  financial  advisor 
learning  at  your  expense? 

It  can  take  as  little  as  four 
months  to  pass  the  General  Secur- 
ities NYSE/NASD  examinations  and 
become  a  licensed  broker. 

Over  30,000  people  will  qualify 
this  year  alone.  Qualifying  many  of 
them,  in  their  eyes,  to  call  them- 
selves financial  advisors  or  invest- 
ment consultants. 

We  call  them  financial  amateurs. 

Becoming  a  Prudential  Securities 
Financial  Advisor  requires  a  mini- 
mum of  two  years'  training. 

We  invest  over  $100,000  in 
each  recruit's  training  and,  to  help 
attract  the  best,  we  offer  one  of  the  • 
best  compensation  packages  on 
Wall  Street.  " 

And  we  don't  send  our  rookies 
into  the  field  to  practice  unsupervised. 

An  essential  and  unique  part  of  our 
training  program  is  to  assign  each  trainee 
to  a  mentor,  a  seasoned  financial  advisor 
with  an  average  of  ten  years'  experience 
under  his  or  her  belt. 

Youthful  enthusiasm  has  its  value,  but 
only  when  governed  by  the  steady  hand 
(and  head)  of  experience. 

The  investment  in  Prudential  Securities 
Financial  Advisors  doesn't  end  there.  In 
fact,  it  never  ends.  Last  year  we  invested 


$105  million  in  technical  support  for  our 
advisors  and  committed  a  further  $12  mil- 
lion to  ongoing  training  programs. 

Who  advises  your  financial  advisor? 

Many  so-called  financial  advisors  have 
to  rely  on  secondhand  information  from 
third-party  sources.  Or,  put  another  way, 
yesterday's  news. 


At  Prudential  Securities,  research  and 
analysis  is  the  single  biggest  investment 
we  make  on  behalf  of  our  clients. 

And  Prudential  Securities  Financial 
Advisors  have  access  to  it  firsthand,  at  the 
touch  of  a  computer. 

We  closely  monitor  and  report  to  them 
on  46  industries  and  604  companies.  We 
assess  the  gold  market  for  them,  track  the 
bond  market,  keep  up  to  speed  on  futures 
and  stay  ahead  of  the  U.S.  markets  by  keep- 
ing a  24-hour  watch  on  world  financial 


markets  and  economies  through  our  inter- 
national offices. 

Drawing  upon  this  wealth  of  knowl- 
edge our  analysts,  economists  and  strate- 
gists can  also  spot  trends,  form  opinions 
and  make  valuable  recommendations  to 
Prudential  Securities  Financial  Advisors 
located  throught  the  country. 

Prudential  Securities  Financial  Advisors 
are  also  schooled  in  the  best  ways  to 
finance  your  children's  education 
and  invest  for  your  retirement. 

Which  brings  us  to  another  sub- 
ject we  believe  your  financial  advi- 
sor should  know  a  lot  about:  you. 

How  much  time  does 
your  financial  advisor  invest  in 
Retting  to  know  you? 

The  correct  answer,  from  our  per- 
spective, is  as  long  as  it  takes. 

Because,  unlike  some  investment 
firms,  we  don't  view  our  clients  as 
merely  short-term  prospects  (a  trans- 
action) but  as  lifetim.e  relationships. 

To  this  end,  we  have  Prudential 
Securities  Branch  Offices  through- 
out the  country,  enabling  our 
clients  to  meet  with  their  Prudential 
Securities  Financial  Advisor  one  on 
one.  And,  working  with  us,  to  create 
an  investment  strategy  and  financial 
portfolio  that  meets  their  personal 
needs,  aspirations  and  security. 

In  short,  a  profitable  relationship 
for  both  parties.  (Incidentally,  we 
don't  charge  for  this  service  and  we 
never  have.) 

So,  should  you  buy,  sell  or  hold 
your  financial  advisor? 

We  hope  what  you've  just  learned  will 
be  of  some  value  in  helping  you  decide. 

For  a  free  brochure  that  explains  "Why 
Prudential  Securities"  or  to  meet  with  one 
of  our  Financial  Advisors,  please  call  us  at 
1-800-654-5454,  ext.  1111 ,  or  drop  by  one 
of  our  offices. 

You'll  find  our  advisors  are  not  only 
worth  holding  onto,  but  on  occasion,  even 
giving  a  big  hug. 

Prudential  Securities  vfe 


©1993  Prudential  Securities  Incorporated.  Member  SIPC. 


Dwarfed  by  Banc  One,  Columbus'  other  bank 
has  more  modest  goals  and  handsome  profits. 

A  nice, 
boring  bank 


By  Janet  Novack 

Huntington  Bancsharhs  Inc.,  of 
Columbus,  Ohio,  believes  in  diversity 
in  management.  Its  top  three  execu- 
tives couldn't  be  more  dift'erent. 
(Chairman  and  chief  executive  is  Frank 
Wobst,  59,  an  urbane  continental.  He 


was  born  in  Dresden,  Germany,  edu- 
cated as  a  lawyer  and,  unable  to  speak 
English,  immigrated  to  the  U.S.  at  24 
with  his  American  wife.  President  Zu- 
heir  Sofia,  49,  who  moved  to  the  U.S. 
from  Lebanon  as  a  teenager,  is  the 


Frank  Wobst,  W,  Lee  Hoskins  and  Zuheir  Sofia 
Banking  on  profitable  niches  and  new  technology. 
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eflusive  one.  Vice  Cliairman  W.  Lcc 
Hoskins,  52,  is  a  reser\'ed,  almost 
aloof  economist  who  talks  as  though 
he  were  still  president  of  the  Federal 
Rcserx'e  Bank  of  Cleveland  ( his  job  for) 
four  years  before  he  joined  Hunting 
ton  in  1991 ). 

From  their  \er\'  different  view^ 
points,  the  three  come  to  the  same 
conclusion:  Huntington  is  in  no  rush 
to  join  the  currently  fashionable  ranks 
of  the  superregionals.  "Economies  ol 
scale  really  don't  work  in  most  cases,' 
Wobst  says  quietly. 

Although  it  has  $  1 6  billion  in  asset; 
and  is  the  nation's  4()th-largest  bank. 
Huntington  cioes  business  ver\'  much 
in  the  shadov\'  of  the  much  larger  local 
rival,  $75  billion  (assets)  Banc  One 
Cx)rp.,  one  of  the  U.S.'  most  admired 
banks.  "Overshadowed?  Absolute- 
ly," says  Wobst,  who,  with  neat  irony, 
can  look  down  from  his  34th-floot 
executive  suite  onto  Banc  One's  25- 
ston,'  headquarters.  But  the  men  whc 
run  Huntington  are  firm  believers  in 
sticking  to  the  art  of  the  possible. 

"Look,  Banc  One  had  one  big  ad 
x  antage  over  us  as  the  whole  banking 
scene  in  the  U.S.  changed  in  the 
1980s,"  says  Wobst.  "In  the  1960.' 
and  1970s  they  made  a  lot  more 
money  than  we  did.  So  their  capital 
ization  was  much  higher.  If  we  hac 
tried  to  grow  as  they  did,  we  wouldn't 
be  around  anymore." 

Wobst  anti  his  colleagues  haven't 
forgotten  1982.  That  year  Wobst  lec 
the  hostile  takeover  of  $2  billion  (as 
sets)  Union  Commerce  Corp.,  o! 
Cleveland,  nearh'  doubling  Hunting 
ton's  size.  Union  Commerce  \\a 
loaded  with  foreign  debt  and  othei 
shaky  credits.  Wobst  defends  the  deal 
but  it  took  Huntington  six  years 
instead  of  the  two  or  three  Wobsl 
anticipated,  to  clean  it  all  up. 

Today's  acquisitions  are  more 
modest,  says  Sofia,  who  is  in  charge  o: 
prospecting  for  candidates.  In  mostK 
small  bites,  Huntington  has  expandec 
into  Michigan,  Kentucky,  Indian, 
and  most  recently  West  Virginia. 

Since  the\'  know  that  with  theii 
limited  resources  they  can't  be  al 
things  to  all  people,  in  all  regions 
Huntington's  managers  have  devel 
oped  two  profitable  niches — mort 
gage  banking  and  auto  loans  made 
indirectly,  through  auto  dealers— 
which  tliey  have  expanded  beyonc 
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Faster  than  you  can  find  Fullerton, 
we  can  find  out  when  your  package  got  to  Fullerton. 


In  a  matter  of  seconds,  our  Computerized 

Tracking  and  Tracing  system  can 
tell  us  the  delivery  status  of 
your  Express  Mail®  package. 

That's  because  its  bar 
code  is  electronically  scanned  at 
different  points  along  its 
overnight  journey.  This  data  is 
:hen  transmitted  directly  to  our  central  computer. 

This  advanced  sys  |||||nii||||||||||fl||||| 
:em  lets  us  update  you  .'-.lZ±tJ.IJ:J.J^ltJJJLl 
14  hours  a  day,  every  day.  All  you  have  to  do  is  call 


our  Customer  Service  Center  at  1-800-222-1811 

Use  the  same  number  to  arrange  pickup  or  ask 
any  questions  about  Express  Mail. 

Finally,  to  fully  ease  your 
mind,  consider  the 
extraordinary  value  of 
overnight  Express  Mail 
from  the  United  States 
Postal  Service.  From  just 
$9.95,  365  days  a  year, 
we  track,  we  trace, 
we  deliver  for  you. 


i  1993  U  S  Postal  Service 


United  States  Postal  Service 


Huntington 


The  Water  Tower  at  your  feet. 


Midwestern  warmth.  Big  city  style. 


With  a  focus  on  business. 


Call  1-800-233-1234  or  your  travel  planner. 


Step  in 

from  the  heart  of  the  city. 

Arise  restored. 

Revival  on 
your  terms. 


PARK 

H^YA-'LT 


CHICAGO 


Small.  Select.  Inspired. 


HyM  Hotels  and  Resorts  are  managed  or  operated  by  two  separate  groups  oi  companies-Hyatt  Corp.  and  Hyatt  International  Corp.  ©  1993  Hyatt  Corp 


BANK  &  THRIFT  SPECIALISTS 


BANK  MERGERS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York.  NY  10152  (212)  754-2000 

Keefe  &  Keefe  International  Inc. 


their  banking  borders. 

And  for  its  size,  Huntington  has 
been  quite  venturesome  in  investing 
in  new  technology,  using  it  to  cut 
costs  and  to  create  and  sell  products. 
Last  year,  for  example,  it  launched 
c:hhx.s,  an  intercity  check-clearing  op- 
eration that  competes  with — and  un^ 
dercuts  on  price — the  Fed.  Hunting- 
ton has  also  put  millions  into  a  joint 
\  enture  with  .AT&  i  to  develop  a  phone 
with  a  screen  that  would  enable  cus- 
tomers to  pay  bills,  book  airline  tick- 
ets and  the  like. 

This  venture  may  not  pay  off;  AT&li 
pulled  out  and  the  bank  is  now  look- 
ing for  new  partners.  But  two  other 
technology  projects  seem  to  be  suc- 
cesses. One  allows  customers  to  pay 
bills  by  touch -tone  phone.  The  other, 
Huntington  Direct,  is  a  24-hour  ser- 
vice launched  last  year  that  allows 
customers  to  talk  to  a  staffer  to  buy  a 
CD,  transfer  fiinds,  sort  out  a  state- 
ment discrepancy,  or  check  an  equit\ 
line  balance.  It's  even  possible  for 
insomniacs  to  receive  on-line  approv- 
al for  an  installment  loan  or  credit 
card  since  Huntington  employees  can 
access  both  its  computer  files  and 
credit  agency  reports,  even  at  1  a.m. 

If  all  this  sounds  a  bit  boring  tc 
people  who  like  bold  merger  action, 
Huntington's  numbers  are  most  cer- 
tainly not  boring.  Its  return  on  asset? 
in  recent  years  has  averaged  arounc 
1%,  a  shade  better  than  for  banks  of  it; 
size.  But  Huntington's  growing  em- 
phasis on  profit  has  started  pax'ing  off 
Its  return  on  assets  hit  1 .4%  in  the  firsi 
half  of  1993.  Net  earnings  surgec 
49%,  to  $103  million,  or  $1.12  pei 
share,  a  20%  return  on  equit\'.  Ana 
lysts  predict  $2.27  a  share  net  ir 
1993.  So  far  this  year,  Huntington': 
shares,  traded  on  the  Nasdaq,  are  uf 
around  25%,  to  $26. 

Cautious  as  ever,  Wobst  figure; 
that  a  1 .4%  return  on  assets  probabh 
can't  be  maintained.  Current  interes 
margins  are  exceptionally  wide  as  the 
Fed  keeps  interest  rates  low,  in  part  t< 
restore  health  to  the  national  bankint 
system.  So  he  is  making  hay  while  the 
sun  shines,  and  aims  to  keep  the  banl 
in  the  top  10%  to  20%  of  banks  ii 
profitability.  But  he  remains  carefti 
not  to  get  infected  with  the  sort  o 
hubris  that  brought  so  much  of  th< 
banking  system  so  low  a  few  year 
back.  ■ 
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Public  broadc^asting  has  been 
Helping  preschoolers  learn  for  25  ^ears. 

Now  it's  time  to  bring  business 
into  the  picture. 


What  place  do  Big  Bird  and  Mister 
Rogers  have  in  child  care  centers?  How  do 
Lamb  Chop,  Barney  the  Dinosaur,  and 
Thomas  the  Tank  Engine  fit  into  your 
company's  school  readiness  agenda? 

These  familiar  characters  from  public 
broadcasting's  popular  children's  television 
programs  are,  perhaps,  the  most  visible 
testament  to  our  25  years  of  working  in 
preschool  learning. 

Less  visible  —  yet  no  less  important  — 
are  public  broadcasting's  other  school 
readiness  resources. 

Ranging  from  teacher  materials  to 
instructional  videos  to  computer  programs, 
these  resources  strengthen  the  educational 
value  of  our  television  programming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Care  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
parents,  and  child  care  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
children  basic  learning  and  social  skills. 

Most  important,  each  shares  a  common 
goal:  to  help  children  enter  school  ready 
to  learn. 

Now  it's  time  for  you  to  enter  the 
picture.  Make  school  readiness  a  priority  in 
your  education  reform  activities.  To  learn 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

□  Public  broadcasting's  preschool 
learning  resources. 

□  Public  broadcasting's  other  school 
reform  resources. 


Name 


Title 


Company/Organization 


Address 


City 


State 


Zip 


Telephone 

Mail  to: 

Corporation  for  Public  Broadcasting 
Preschool  Learning 

CORPORATION 


FOR  PUBLIC 
BROADCASTING 


P.O.  Box  549 
Alexandria,  VA  22313 
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Behind  the  boom  in  private-label  goods  lies  a  shadowy 
industry  of  wholesale  brokers.  Manufacturers  dislike 
them,  supermarkets  love  them  and  the  Federal  Trade 
Commission  is  investigating. 

The  case  of  the 
discount  diapeirs 


By  Matthew  Schifrin 


IT'S  8:30  ON  A  recent  Wednesday 
morning  and  broker  David  Abelman 
has  just  flown  in  from  New  York  City. 
With  slicked- back  hair,  double- 
breasted  Hugo  Boss  suit  and  wire-rim 
glasses,  the  brash  34-year-old  looks 
and  sounds  like  a  Wall  Street  hot  shot. 
"I  will  do  whatever  I  have  to  do  to 
make  it  happen.  Fm  here  to  facili- 
tate," he  says. 

But  Abelman  is  no  M&A  expert. 
He's  a  grocer)'  broker.  He's  standing 
in  an  aisle  of  a  Wegnian's  supermarket 
in  Rochester,  N.Y.,  telling  some  store 
managers  why  they  should  sell  a 
knockofF  version  of  Procter  &  Gam- 
ble's new  concentrated  Tide. 

It  may  seem  mundane,  persuading 
supermarkets  to  sell  more  private- 
label  goods,  but  it  has  made  the  pair  of 


Front  line  in  the  diaper  wars 
Thanks  to  Daymon,  Greenville,  S.C.- 
based  Bi-Lo  has  a  39%  share 
in  diapers. 


entrepreneurs  who  own  Abelman's 
company  into  wealthy  men.  Abelman 
works  for  the  nation's  biggest  and 
most  powerfial  private-label  broker. 
New  York  City-based  Daymon  Asso- 
ciates, Inc. 

Though  it  is  virtually  unknown 
outside  the  trade,  Daymon  has  1,700 
representatives  who  push  an  estimat- 
ed $7  biUion  a  year  of  private-label 
merchandise  through  65  or  so  major 
supermarket  chains.  For  that  Daymon 
hauls  in  perhaps  $175  million  in  gross 
commissions  from  nearly  1,000  man- 
ufacturers. "They  are  ver)'  unassum- 


ing, but  they  are  the  powerhouses  oi 
the  private-label  industry,"  says  By- 
ron Allumbaugh,  chairman  of  Comp 
ton,  Calif -based  Ralph's,  a  longtime 
Daymon  client. 

Daymon  has  only  two  stockhold- 
ers, founders  Peter  Schwartz  and  Mil 
ton  Sender.  They  make  an  unlikelv 
pair.  Schwartz,  53,  graduated  from 
Harvard  Business  School,  is  mild 
mannered  and  is  known  for  his  soft- 
sell  approach.  Sender,  50,  the  son  o 
a  dairy  farmer,  went  to  Wharton  anc 
later  worked  as  a  merchandiser  foi 
Kroger.  He  is  a  desk-poundinj; 
tough  guy,  does  grand  entertaininj; 
on  his  85 -foot  yacht  and  is  an  avic 
fox  hunter.  Their  offices  on  the  47tl 
floor  of  a  Manhattan  skyscraper  arc 
equally  different.  Sender's  is  full  o 
Chippendale,  while  Schwartz's  i; 
modern. 

The  two  have  helped  to  transforn 
the  private-label  brokerage  busines: 
from  an  uninspired  order-filling  affaii 
into  a  complex  business  serx'ice  tha 
reaches  into  every  aspect  of  store 
brand  merchandising,  from  shel 
placement  and  inventor)'  control  tc 
the  development,  package  design  anc 
pricing  of  the  product.  Abelman,  fo: 
example,  is  credited  with  devising  ; 
plastic  shelf  divider  that  neatly  dis 
plays  store-brand  diapers  while  at  th( 
same  time  drawing  attention  to  them 

What  has  made  Daymon  so  sue 
cessful?  It  helps  that  its  owners  are  oi 
a  first- name  basis  with  most  of  the  toj 
supermarket  chief  executives  in  tht 
countr\'.  Another  important  facto 
has  been  the  aggressive  price  increase 
over  the  past  decade  by  branded 
goods  manufacturers.  The  branc 
owners  cleaned  up  for  a  while,  bu 
also  created  a  price  umbrella  unde 
which  store  brands  could  thrivi 
(Forbes,  Sept.  16,  1991).  Thus  it  i 
that  store  brands  account  for  ove 
18%  of  supermarket  unit  sales  today 
up  from  less  than  15%  five  years  ago 
and  14%  of  dollar  sales  today. 

Also  contributing  in  no  small  way  i 
a  quaint  piece  of  New  Deal  legislatioi 
designed  to  thwart  chain  stores,  th 
Robinson- Patman  Act.  This  lav 
makes  it  illegal  for  a  manufacturer  t< 
offer  a  quantity'  discount  to  large  buy 
ers  unless  it  can  prove  that  the  dis 
count  reflects  economies  of  scale.  No 
wanting  to  waste  a  fortune  defending 
their  prices  in  court,  manufacturer 
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vp'JL    I  ^  Bold  new 
exploration  in  sports  watcti  design. 
Brustied  stainless  steel  case  and 
bracelet  accented  in  gleaming 
3-micron  23  karat  gold  Deployant 
clasp.  Swiss  guartz.  Mineral  crystal. 
Water-resistant  to  99  feet. 


Esquire  is  an  extensive  collection  of  handsome  timepieces 
with  quality  features  and  details  rarely  found  in  watches  so  affordable. 

For  your  free  copy  of  our  exciting  new  Esquire  color  brochure, 
call  anytime  from  the  U.S.  or  Canada:  1-800-535-9657,  ext.  7203 

THE  ESQUIRE*  WATCH. 
IT  HAS  YOUR  NAME  ON  IT. 


BROADWAY 


magine  a  breakthrough  that  chang 


.760     ®'Digiial  Equipment  Corporation,  l^iQ^T-Tr 


i^^fiiVMS  ave  IraCet^aVks  oS  Digfrai  &au^meii;  Corporatvpn.  WtkJowS  Isft  is  a  IrabemaA  of  K^Crosofi  Corporation.  UNIX  is  a  registerei 


Once  every  millennium, 


an  invent 


Ties  alongi 


that  speeds  the  pace  of  the  whole  human  race. 
That's  the  role  of  Alpha  AXP  ■t©^tW#'^9Y' 


A  revolutionary  64-bit  microprocossor 
from  Digital  that  can  actually 
crunch  and  process  data  at  the 
world-record  speed  of  400  million 
instructions  per  second.  So  powerful, 
it  can  open  your  eyes  to  solutions 
you  never  before  thought  possible. 


So  flexible,  it  works  wonders  with 


ever/thing  from  UNIX  to  Windows  NT" 
•  to  OpenVMS"  operating  systems. 
Imagine.. .a  breakthrough  that  con  truly 
increase  your  productivity.  Or  decrease 
your  response  time  to  management. 
To  find  out  how  Alpha  AXP  con  make  you- 
a  bigger  wheel  —  as  a  chip,  in  your  PC 


ercomputer 


IMAGINATION  TO  WORK 


e  pace  of  everything. 


ta 


Private -label  brokers 


ABOVE: 

State-of-the-art  label  design 
at  Daymen  tieadquarters 

LEFT: 

Daymon  Associates  President 
Peter  Brennan 
He  and  his  reps 
can  play  rough. 


avoid  blatant  price  discrimination 
among  different  customers. 

But  those  giant  chain  stores,  the 
Price  Clubs  and  the  Luckys  and  the 
Jewels,  presumably  want  a  percentage 
point  or  two  off  the  regular  price. 
Why,  after  all,  shouldn't  they  get  a 
better  deal  than  a  tiny  regional  whole- 
saler ordering  in  small  quantities? 

To  the  rescue  come  brokers  like 
Daymon.  Ostensibly  worlcing  for  the 
manufacturer,  diey  collect  a  sales 
commission  for  persuading  super- 
markets to  place  a  private -label  order. 
Then  they  kick  back  some  of  the  sales 
commission  to  the  retail  chain  by 
picking  up  some  of  the  retailer's  pay- 
roll and  providing  marketing  services. 


Most  independent  food  brokers  (of 
whom  there  are  about  1,500)  work 
as  regional  agents  for  a  few  dozen 
manufacturers,  such  as  Nabisco  or 
Heinz,  and  sell  a  limited  range  of 
their  products  in  return  for  a  small 
commission.  They  have  no  particu- 
lar allegiance  to  any  one  supermar- 
ket chain.  Daymon,  in  contrast,  as- 
signs many  of  its  employees  to  work 
inside  particular  supermarket 
chains.  Some  carry  business  cards 
that  are  virtually  identical  to  those  of 
supermarket  employees. 

In  fact,  many  of  these  workers  start- 
ed out  as  employees  of  the  chains  and 
are  on  "loan"  to  Daymon.  Daymon 
pays  their  salaries  and  the  supermar- 


kets save  lots  of  money.  Ex- Daymon 
employees  and  competing  brokers  es- 
timate that  as  much  as  half  of  Day- 
mon's  $1 75  million  in  commissions  is 
rebated  to  supermarkets  in  the  form 
of  payroll  and  ser\'ices. 

Daymon 's  larger  competitors  also 
work  closely  with  supermarkets.  But 
some  of  them  are  said  to  be  a  little  less 
subtle,  rebating  big  chunks  of  their 
commissions  to  supermarkets  in  cash. 

Needless  to  say,  the  supermarkets 
are  not  complaining  about  the  re- 
bates, however  they  come.  Skokie, 
III. -based  Topco  Associates  is  a  buy- 
ing cooperative  for  over  30  supermar- 
ket chains,  with  its  own  well-estab- 
lished private-label  brands.  But  it  is 
also  a  Daymon  client;  Daymon,  for 
example,  puts  the  cooperative  in 
touch  with  Toronto- based  Cott 
Corp.,  which  supplies  Topco's  mem- 
bers with  store-brand  soda.  It  helps 
that  Daymon  picks  up  the  tab  for 
some  200  Topco  merchandising 
managers,  marketing  experts  and  oth- 
er employees. 

Some  manufacturers,  however,  are 
not  so  happy.  As  Daymon's  clout  has 
grown,  it  has  been  able  to  cross  a 
normal  line  in  the  business  and  sell 
products  even  for  direct  competitors. 
Daymon  represents,  for  example, 
both  Paragon  Trade  Brands  and  Pope 
&  Talbot,  the  two  fiercest  competi- 
tors in  store-label  disposable  diapers. 

Diapers  are  a  big  deal  in  this  busi- 
ness. Procter  &  Gamble  has  been 
testing  versions  of  a  proposed  new 
thinner,  drier  version  of  its  Pampers 
brand.  No  sooner  were  p&g's  test 
diapers  on  grocer}'  shelves — in  Oma- 
ha— than  Daymon's  network  of  bro- 
kers found  out  about  it  and  made  sure 
a  sample  was  sent  to  knockoff  artists  in 
a  Newnan,  Ga.  research  lab  owned  by 
Pope  &  Talbot,  the  pulp  company. 

Within  a  month  or  so.  Pope  & 
Talbot  had  reverse-engineered  the 
Procter  &  Gamble  product.  Now 
Daymon  is  playing  a  waiting  game. 
Once  Procter  &  Gamble  creates  a 
national  market  with  a  multimillion- 
dollar  advertising  campaign  to  launch 
its  own,  original  product,  Daymon 
and  its  supermarket  clients  will  be 
ready  with  a  copycat  version. 

All  this  fierce  battling  over  shclt 
space  is  good  at  once  for  the  consum 
er  and  the  supermarket.  A  bottie  oi 
100  tablets  of  Tylenol  retailing  for 
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A  promise  to  let  you  color  a  red  rose  ^ 


reen. 


A  promise  tkat  a  secret  wkispered  is  as  ^ood  as  kept. 


A  promise  you  can  always  rely  on  me 


NotKing  tinds  us  one  to  tke  other  like  a  promise  kept.  At  MassMutual  we've  teen  Kelping  people  keep  tkeir 
promises  for  more  tkan  140  years.  That's  why  families  and  businesses  rely  on  us  to  insure  tkeir  lives,  tkeir 


kealtk  and  tkeir  financial  futv 


C1993  Massachusells  Mutual  Ltte  Insurance  Co  Sprtngtield  MA  01111 


MassMutual' 

We  kelp  you  keep  your  promises 


Private-label  brokers 


about  $6  yields  maybe  45  cents  of 
gross  profit  to  a  retailer.  The  store- 
brand  version  of  acetaminophen  sells 
for  $3.79  but  yields  $2.34  of  gross 
profit.  In  a  business  that  measures  its 
net  income  in  pennies  on  the  dollar, 
that's  a  big  difference. 

Daymon's  goal:  to  make  supermar- 
ket bosses  think  in  terms  of  return  on 
their  investment  in  store  real  estate. 
"•Supermarkets  don't  make  any  mon- 
ey on  a  lot  of  branded  goods,  yet  they 
take  up  a  lot  of  shelf  space,"  says 
Sender. 

Schwartz  and  Sender  also  push  the 
message  that,  properly  handled, 
store -brand  goods  can  be  a  powerful 
marketing  tool  that  will  keep  custom- 
ers coming  in,  and  so  generate  even 
higher  returns.  They  point  to  Sains- 
bury  in  Britain.  Some  60%  of  Sains- 
bury's  unit  sales  come  from  its  own 
store  brand  products,  three  times  the 
percentage  in  a  typical  U.S.  chain. 
Sainsbury's  net  margins  are  around 
7%,  while  U.S.  supermarkets  average 
1%  or  so. 

Considering  the  economic  forces  at 
play,  it's  no  surprise  that  these  private- 
label  brokers  give  rise  to  resentments. 
On  paper,  the  brokers  are  working  for 


the  suppliers  of  goods,  but  in  reality, 
the  brokers  are  working  for  the  retail- 
ers and  have  the  anonymous  manu 
facturers  and  packing  houses  at  their 
mercy.  "We  don't  have  much  choice 
in  the  matter,"  says  an  executive  at 
one  of  the  diapermakers.  Says  one 


It's  no  surprise  that 
these  private -label  bro- 
kers give  rise  to  resent- 
ments. On  paper,  they  are 
working  for  the  suppli- 
ers of  goods,  but  in  reality, 
the  brokers  are  working 
for  the  retailers  and  have 
the  anonymous  manu- 
facturers and  packing 
houses  at  their  mercy. 


vegetable  packer,  afraid  to  give  his 
name:  "They  don't  represent  my  in- 
terests, but  I  still  ha\'e  to  pay  them  to 
sell  products." 

Daymon  can  play  rough.  Califor- 
nia-based Sunkist  Growers  refijses  to 
hire  Daymon  to  sell  to  Ralph's.  Con- 
sequently, Ralph's  doesn't  buy  Sun- 
kist's  store -brand  frozen  concentrat- 


ed juices.  When  Procter  &  Gamble 
recently  cut  the  price  on  Luvs  to 
compete  with  private-label  diapers, 
Daymon  President  Peter  Brennan,; 
45,  advised  client  supermarkets  tol 
discontinue  Luvs.  So  far,  a  half-dozeni 
chains  have  done  so. 

Some  manufacturers  are  beginning 
to  resist.  A  group  of  them,  plus  some 
independent  food  brokers,  have  com- 
plained to  the  Federal  Trade  Com- 
mission that  by  simultaneously  acting 
as  both  a  buying  agent  and  selling 
agent,  Daymon  and  others  have  an 
unfair  advantage.  It  boils  down  to  a 
Robinson -Patman  Act  claim. 

If  the  FTC  wants  to  take  that  dead 
letter  seriously,  it  may  find  something 
legally  amiss  with  Daymon's  business. 
But  it  could  probably  find  worse 
transgressions  at  some  of  Daymon's 
competitors. 

Here's  a  better  idea.  If  the  federal 
government  wants  to  help  consum- 
ers, as  opposed  to  manufacturers,  it 
should  think  about  repealing  Robin- 
son-Patman.  What  better  way  to  serve 
consumers  than  to  let  retailers 
squeeze  ever\'  last  penny  out  of  their 
suppliers  and  then  compete  in  passing 
the  savings  along.^  Hi 
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ANALYSTS  WILL  CELEBRATE 
OUR  BIG  VICTORIES. 


At  Wellcome,  we're  committing  all  of  our 
resources  to  the  pursuit  of  better  health.  And 
with  every  life  we  touch,  we're  making  headway. 

Our  portfolio  of  new  products  includes 
potential  therapeutic  agents  for  cardiovascular 
disease,  viruses,  central  nervous  system  disorders 
and  cancer.  Which  could 
translate  to  hope  for  millions 
who  may  benefit  from  these 
discoveries. 

Some  products  will  be 
extensions  of  existing  com- 
pounds. One  of  them,  for 
example,  has  already  been 
credited  with  a  significant 
decrease  in  premature  infant 
deaths  due  to  a  serious  respira- 
tory condition.  We  are  cur- 
rently conducting  research 
into  adult  respiratory  condi- 
tions as  well. 


Other  new  agents  in  the  Wellcome  pipe- 
line may  someday  combat  cancer,  ease  complica- 
tions after  heart  attacks  and  strokes,  and  treat 
serious  neurological  conditions  and  severe  rheu- 
matoid arthritis. 

In  the  meantime,  we'll  continue  marketing 
our  impressive  roster  of  53  com- 
pounds, including  over-the- 
counter  products  for  the  com- 
mon cold,  allergies  and  first  aid. 
This  comprehensive  list  also 
includes  the  first  drug  for  treat- 
ment of  AIDS,  as  well  as  the 
world's  leading  antiviral  drug. 

Improving  the  human 
condition  is  certainly  a  lofty 
goal  for  any  company.  But  at 
Wellcome,  we  have  more  than 
just  the  resources  and  the 
science  to  make  it  happen. 
We  have  the  passion. 


WE'LL  CELEBRATE  THE  SMALL  ONES. 
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THROUGH  A  S 

WITH  A  BOND  INSURED, 

DONTGl 

IN   THE  I 


For  a  munidp>al  bond  insurance  deal  to  succeed  and  hear  fruit,  it  takes  p>eo^le  who  know  how  to  keep  the  process 
ing  smoothly.  At  AMBAQ  you  11  find  scores  of  just  such  people.  Analysts.  Attorneys.  Regional  representatives.  Tech 
specialists.  All  of  whom  know  the  business  inside  out.  And  all  of  whom  are  absolutely  dedicated  to  the  outcome  of  your 

They'll  respond  promptly  to  your  questions  and  concerns.  They'll  strive  to  understand  your  needs  and  objectives.  V 
listen.  And  they'll  keep  things  moving  toward  a  successful  conclusion. 


One  State  Street  Plaza,  New  York,  New  York  10004;  (Z12)  668-0540 


GARDEN 


I 


9 

S  TO  WATER  THAT  FLOWED, 

TEM  FINANCED 

COMPANY  WHERE  DEALS 

STUCK 

[  P  E  L  I  N  R 


Ifs  all  pan  of  our  continuing  commitment  to  serve  our  customers  better  And  it  goes  a  long 
toward  exjplaining  why  we've  eartied  trifple-A  ratings  from  both  Moody's  and  Sd2P.  Not 
ntion  the  confidence,  of  investors  all  across  America  who  fnd  safety  and  security  in  AMBAC. 
Don't  let  your  next  municipal  bond  die  on  the  vine.  Call  (212)  208-3400  to  receive  our 
'[7  video,  For  the  Life  of  the  Bond. 


OU         HAVE         OUR         WORD  ON 


The  time  to  buy  is  when  everyone  else  wants  to  sell. 
That's  obvious,  but  tew  people  have  the  guts.  Marty 
Whitman  and  Gene  Isenberg  did. 

Making  a  kiUing 
ffom  a  corpse 


By  Christopher  Palmeri 

It  must  havh  i.ooia-:D  a  bit  insane- 
back  in  1986,  when  bargain  hunter 
Martin  Whitman  decided  to  invest  in 
a  Houston-based  contract  driller  now 
known  as  Nabors  hidustries.  Sure, 
Whitman  (Forbhs,  Mar.  15)  had  a 
nose  for  undervakied  situations,  but 
this  one  must  have  smelled  ot  embal- 
mer's  fluid  even  to  him. 

It  was  a  terrible  time  for  drillers, 
who  own  the  rigs  and  drill  wells  for  a 
fee  for  oil  and  gas  companies.  Oil 
prices  had  collapsed,  following  Saudi 
Arabia's  decision  to  pump  oil  for  all  it 
was  worth.  World  crude  prices  at  one 
point  dipped  to  under  $10  a  barrel. 
Oil  and  gas  exploration  in  the  U.S. 
was  practically  at  a  standstill. 

Nabors  had  just  emergeti,  in  late 
1986,  from  Chapter  11  bankruptcy, 
still  saddled  with  $64  million  in  debt. 
How  would  it  sen'ice  that  debt?  Not 
one  of  its  25  rigs  was  working. 

What  seem  hopeless  cases  to  most 
people  tend  to  be  a  challenge  for 
Whitman,  68,  the  managing  director 
of  Whitman  Heffernan  Rhein  &  Co. 

Nabors'  operation  in  Alaska 
Going  where 
the  money  is. 


First,  he  took  a  position  in  the  compa- 
ny by  buying  about  S 14  million  worth 
of  notes.  Then  he  persuaded  his  old 
schoolmate  and  poker  buddy,  Eu- 
gene Isenberg,  to  go  in  and  run  the 
company. 

Isenberg,  then  55,  could  afford  to 
play  the  long  shot.  He  was  a  bit  bored 


in  semiretirement,  where  he  was  liv- 
ing off  a  bundle  he'd  made  from  i 
small  maker  of  construction  supplies 
he  had  sold  sexeral  years  earlier.  Born 
in  Boston,  with  a  master's  in  econom- 
ics from  Princeton,  Isenberg  knew  a 
bit  about  the  oil  business  from  a  stin( 
at  Exxon,  where  he  had  spent  l3 
\'ears,  mostly  overseas.  | 

In  effect.  Whitman  controlled  thd 
company  because  he  was  the  largest 
creditor.  That  control  was  formalized 
when  Isenberg  took  over,  took  the 
cf)mpany  back  into  Chapter  1 1 ,  and 
traded  all  of  the  company's  debt  foi 
equit}'.  Isenberg  had  also  taken  a  posi- 
tion, buying  $3  million  worth  ol 
notes  that  became  about  9%  of  equity 

What  had  looked  nutty  was  actualK 
brilliant  timing.  Out  of  Chapter  1 1 
and  free  of  debt,  Nabors  was  soor 
making  money  and  could  then  bor 
row  fresh  money  on  the  strength  of  it? 
existing  rigs.  Isenberg  put  Nabors  oi* 
the  acquisition  trail,  buying  othei 
drilline;  contractors  for  as  little  as  15 


Nabors  Industries'  be:,.-  oc,,^ci£,d. ,  w:i,c    wow.a  i  vM  .cydii; 
"Luck  beats 
brains  anytime." 
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to  20  cents  on  the  dollar. 

Trading  on  his  international  expe- 
rience and  realizing  that  the  drilling 
action  was  no  longer  in  the  U.S., 
Isenberg  acquired  drillers  already  in- 
volved abroad,  while  also  moving 
some  of  the  original  Nabors  rigs  over- 
seas. Today  Nabors  generates  nearly 
70%  of  its  operating  income  from 
places  like  the  North  Sea,  Yemen  and 
Venezuela.  Another  20%  comes  from 
Alaska. 

But  Isenberg  and  Whitman  are  in- 
curable bargain  hunters.  In  June,  Na- 
bors paid  $32  million  for  W.R.  Gra- 
ce's U.S. -based  drilling  business. 
That  brought  Nabors  167  rigs,  which 
would  cost  up  to  $2.5  million  each  to 
build  new,  for  under  $200,000  a  rig. 

He  doesn't  plan  to  move  the  Grace 
rigs  abroad.  Why  not!"  Because  he  sees 
that  U.S.  government  policy  is  head- 
ing in  the  direction  of  encouraging 
the  use  of  natural  gas,  which  is  still 
plentiflil  here.  Nabors  now  has  90  rigs 
that  can  drill  to  more  than  15,000 
ifeet,  where  much  of  the  domestic 
latural  gas  supply  lies.  If  natural  gas 
?rices  stay  strong,  Isenberg  antici- 
pates that  gas  companies  will  invest  in 
Irilling  deep  holes.  If  and  when  that 
lappens,  drilling  fees,  now  about  half 
Jieir  1981  peak,  should  improve 
narkedly,  Isenberg  hopes. 

So  far,  so  good.  Under  Isenberg, 
Nabors'  revenues  have  grown  from 
$28  million  in  1987  to  $286  million 
ast  year.  Nabors  has  been  profitable 
t\cry  year  since  1988,  thanks  to  its 
overseas  operations,  while  most  U.S. 
Irillers  still  gush  red  ink.  Last  year's 
let  income:  $34  million,  or  52  cents  a 
ihare.  Analysts  predict  a  22%  jump  in 
earnings,  to  65  cents,  next  year. 

Nabors  is  now  the  U.S.'  largest 
and  driller,  and  its  shares,  which  sold 
br  under  $  1  a  share  when  the  compa- 
ly  emerged  from  bankruptcy  in 
L987,  traded  recently  for  nearly  $10. 
[senberg  paid  about  $3  million  for 
lotes;  converted  into  stock  they  are 
low  worth  $40  million.  As  for  Wliit- 
nan,  his  20%  holding  in  Nabors  is 
ivorth  $125  million  on  paper,  as 
jgainst  the  $14  million  he  spent  to 
5uy  the  old  bonds. 

f  Musing  on  his  killing,  Isenberg 
isays:  "Luck  beats  brains  anytime." 
But  he  says  it  with  an  implied  wink — 
an  implied  wink  that  says:  The  time  to 
I  buy  is  when  nobody  else  wants  to.  H 


Environmentalists  want  more  recycled  paper. 
MacMillan  Bloedel  set  out  to  build  the  world's 
largest  paper  recycling  plant.  Guess  who  fought 
the  company  at  every  turn? 

Self-inflicted 
wounds 


By  Nina  Munk 

As  Forbes  has  frequendy  pointed 
out,  many  of  California's  economic 
problems  are  of  the  state's  own  mak- 
ing. Prodded  by  environmentalists 
and  other  special  interests,  the  politi- 
cians create  an  atmosphere  inhospita- 
ble to  business,  then  wonder  why  the 
state  has  lost  much  of  its  manufactur- 
ing base. 

Robert  Findlay,  chief  executive  of- 
ficer of  Vancouver-based  forest  prod- 
uct giant  MacMillan  Bloedel  Ltd., 
will  be  happy  to  tell  you  why  Califor- 
nia loses  jobs. 

Two  years  ago  Findlay  thought  he 


saw  an  opportunity  to  do  business  in 
the  state  and  undertook  a  major,  job- 
creating  investment.  The  California 
Legislature  had  just  passed  stringent 
laws  requiring  that  every  publisher  in 
the  state  use  an  increasing  percentage 
of  recycled  fiber  in  their  newspapers. 

MacMillan  Bloedel  and  German 
partner  Haindl  Papier  AG  proposed 
building  a  $1 .5  billion  paper  recycling 
plant  based  in  West  Sacramento, 
Calif  The  recycling  plant  would  be 
the  world's  largest,  capable  of  trans- 
forming 2,700  tons  of  discarded 
newspapers,  magazines  and  white  of- 


Discarded 
newspapers 
in  California 
Thanks  to  envi- 
ronmentalists, 
tiiey  may  wind  up 
^  "v-'  3  landfill. 
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Not  aQ  monsters 
are  make-believe. 


Measles  is  a  very  real  thieat  to  your  child. 
Complications  can  lead  to  blindness  or  even 
brain  damage.  But  measles  can  be  prevented. 
That's  why  we're  giving  millions  of  dollars 
through  1996  to  educate  and  encourage 
parents  to  vaccinate  their  kids.  Preventive 
care  is  included  in  many  Aetna  Health 
Plans  progiams.  After  all,  prevention  is  the 
best  form  of  health  care.  For  our  brochure, 
"A  Parent's  Guide  to  Childhood  f^^'W 
Vaccinationsjcall  1-800-AETNA-HC.  E|hU|J 
Aetna.  A  policy  to  do  mor^  ^^Hl 


€>  1993  A^tnH  Lif»-  [nsuraiH'e  (^ampany 


They  believe  in 
the  tooth  fairy,  too 

Fhvv  i  ()1Mc:s  kxc;ite  the 
California  Legislature  as 
much  right  n{)\v  as  permit 
reform.  So  far  this  year 
some  100  bills  have  been 
proposed,  each  designed 
not  just  to  help  lawmak- 
ers get  reelected,  but  to 
make  it  easier  for  business 
to  sun'ive  the  state's  per- 
mitting process. 


Even  Governtjr  Wilson 
is  making  the  right  sorts  of 
gestures.  Two  years  ago 
he  created  the  California 
Hn\  ironmenjal  Protec- 
tion .-\gcncy  to  bring  all  en- 
vir<  )nmental  programs 
(including  20  hazardous 
w  aste  divisions  and  9  wa- 
ter quality  control  depart- 
ments) under  one  roof, 
w  here,  the  theon'  goes,  it 
w  ill  be  easier  to  consoli- 
date and  expedite  them. 
Two  months  ago  C^al/ 


HI'A  opened  a  one-stop 
shop  in  Los  Angeles  that 
claims  to  be  able  to  pro- 
cess all  local  and  state  per- 
mits at  once  Five  more 
such  shops  are  to  open  by 
October.  Cvoncerned 
about  how  long  your  per- 
mit's taking.'  C-al/EPA's 
new  time  limits  say  you 
get  your  money  back  if 
the  permit's  not  done 
on  time. 

"I  think  we're  realizing 
that  in  California  we  have 


to  do  business  in  a  differ- 
ent way  than  we  have,"  says 
Christine  Kinne,  deput\' 
director  of  the  Governor's 
Office  of  Permit  Assis- 
tance. "The  mind-set  of  the 
permit  writer  was  to  pro- 
tect the  environment.  Now 
it's  got  to  be  both  that 
and  to  create  jobs  and  help 
the  economy." 

Lots  of  luck.  Once  es- 
tablished, bureaucracies 
give  up  their  power 
reluctantly.       -N.M.  H 


fice  paper  into  100%-recycled  high- 
qualit}'  newsprint  every  day.  When 
completed,  the  plant  would  be  West 
Sacramento's  biggest  taxpayer.  It 
would  provide  480  new  jobs. 

Findlay  did  not  expect  a  vote  of 
thanks  from  the  legislature  or  the 
local  media  but  he  certainly  wasn't 
prepared  for  what  he  did  get.  A  local 
Sierra  Club  member  appeared  at  a 
permit  hearing  to  accuse  MacBlo  of 
running  polluting  paper  mills  in  Can- 
ada. A  West  Sacramento  resident  in- 
sisted that  MacBlo  has  turned  parts  of 
Canada  into  "the  Brazil  of  the 
North."  And  last  October  an  outfit 
called  the  Sacramento  Valley  Toxics 
Campaign  filed  a  lawsuit  against  West 
Sacramento,  accusing  the  city  of  ap- 
proving MacBlo's  land-use  permit 
without  requiring  the  company  to 
fiilly  disclose  the  plant's  enviromental 
impact. 

"We  knew  that  California's  regula- 
tions were  veiy  tough  and  the  process 
was  ver)'  regimented,"  explains  Find- 
lay.  "But  we  never  expected  anything 
like  this."  The  enviros  weren't  the 
only  members  of  the  lynch  mob. 
MacBlo's  original  blueprints  called 
for  the  plant  to  generate  its  own 
power  by  using  the  steam  pouring 
from  its  smokestacks.  This  was  an 
environmentally  sound  idea,  but  it 
ran  afoul  of  California  law.  Under 
state  law,  any  company  generating 
over  50  megawatts  of  power  must 
cede  all  jurisdiction  to  the  California 
Fjiergy  Commission.  That  meant  in 
volvement  in  yet  another  highly  polit- 
icized process.  Alan  Stubbs,  MacBlo's 
vice  president  of  public  affairs:  "So  we 
said,  'To  heck  with  this,  we'll  just  let 


MacMillan  Bloedel's  Robert  Findlay 
Forced  to  play  a  stick-'em-up  game. 


the  steam  go.'  " 

In  July  MacBlo  settled  the  suit  by 
assuring  the  so-called  Toxics  Cam- 
paign group  that  the  plant  would  be 
scaled  down  by  one-third;  agreeing  to 
offset  any  pollution  the  plant  might 
create  by  pa\'ing  for  antismog  equip- 
ment for  other  companies  in  the  val- 
ley; and,  finally,  by  paying  the  group's 
legal  costs.  "I  guess  we  tmderestimat- 
ed  the  intensity'  of  the  desire  by  certain 
environmental  groups  to  have  a  per- 
fect worid,"  sighs  the  diplomatic 
Findlay.  But  then  he  lets  a  note  of 
bitterness  creep  in:  "These  groups 
play  a  litde  stick-'em-up  game." 

The  episode  has  local  industrial  de- 
velopment people  tearing  their  hair. 
"It's  a  form  of  extortion,"  groans  Val 
Toppenberg,  West  Sacramento's  re- 
development director.  "We're  get- 


ting used  to  the  fact  that  ever)'  time  we 
tr)'  to  bring  in  a  new  project  someone 
challenges  it." 

Two  years  have  passed  and  so  far 
not  a  spadefiil  of  dirt  has  been  turned. 
After  spending  $3  million  to  $5  mil- 
lion on  consultants  and  lawyers  to 
navigate  some  three  dozen  different 
regulatory  agencies,  MacBlo  has 
made  some  progress.  It  has  recei\'ed 
its  land-use  approval  from  West  Sacra- 
mento and  looks  set  to  get  the  go- 
ahead  from  the  state's  air  qualit)' 
agencies.  But  that  land-use  permit  is 
contingent  on  the  construction  of  a 
bridge  and  a  new  waste  water  treat- 
ment facility'  in  West  Sacramento. 
And  each  of  those  projects  must  still 
undergo  its  own  environmental  im- 
pact report  and,  assuming  no  delays  in 
court,  be  approxed  b\'  xarious  local 
and  state  agencies. 

Still  to  come:  federal  and  state  per- 
mits for  the  plant's  waste  water  dis- 
charge, which,  when  issued,  may  be 
challenged  by  towns  situated  down- 
stream from  West  Sacramento. 

Spurred  by  a  crumbling  economy 
and  a  rash  of  complaints  from  busi- 
nesses (many  on  their  way  out  of  the 
state),  California  Governor  Pete  Wil- 
son is  finally  talking  about  changing 
the  state's  convoluted  permitting 
process  (see  box).  So  far  it's  mainly 
talk,  and  meanwhile,  California  has 
practically  lost  its  manufacturing 
base.  Getting  it  back  won't  be  easy. 

"When  we  tell  some  of  our  col 
leagues  what  we're  going  through, 
they  say,  'You're  out  of  your  mind  to 
have  even  tried  it,'  "  says  Findlay. 
"But  you  never  know — we  might 
make  it  yet."  Hi 
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asked  my  broker  what  he 
had  for  a  guy  who  will  jump  out  of 
planes  but  is  scared  to  death  of 
investing.  He  said,  'an  investment 
with  an  emergency  chute.' " 


The  last  thing  many  people  want  to  get  adventurous  with  is  their  hard-earned 
savings.  If  you're  one  of  them,  we  have  the  perfect  investment  for  you:  MBlA-insured 
municipal  bonds.  They  're  guaranteed,  so  you're  safe  no  matter  what  happens  to  the  city 
or  state  that  issued  your  bonds.  And  they  're  tax-free,  so  your  returns  are  all  yours. 

For  more  information,  call  your  broker  or  send  for  our  free  brochure. 
And  take  a  leap  into  the  great  known— a  guaranteed  income. 

Name  


Address . 
City  


.  State . 


.Zip 


Send  to:  Municipal  Bond  Investors  Assurance  Corporation,  P.O.  Box  65605, 
Salt  Lake  City,  Utah  84165.  Or  call:  1  800  633-6262,  ext,  001 

America's  Leading  Bond  Insurer 


Ambulance  companies  typically  collect  only  60% 
of  their  bills,  yet  some  smart  business  people 
are  snapping  up  little  operators  as  fast  as  they  can, 

Hillaiy 

to  the  rescue.^ 


By  Damon  Darlin 

Inside  A  LARGE  room  bathed  in  restful 
blue  light,  five  uniformed  technicians 
answ  er  emergency  calls  and  watch  the 
positioning  of  as  many  as  1 00  vehicles 
across  two  large  television  screens. 
The  technicians  respond  to  as  many  as 
750  calls  a  day.  Every  12  seconds  a 
computer  talks  to  a  satellite  and  then 
updates  each  vehicle's  position.  If  one 
unit  is  taken  out  of  service,  the  com- 
puter tells  the  rest  how  to  reposition 


in  order  to  cover  the  most  area. 

The  setting  evokes  military  tech- 
nology and  precision,  but  these  tech- 
nicians monitor  a  fleet  of  ambulances 
in  Fremont,  Calif.  Their  employer, 
Boston-based  American  Medical  Re- 
sponse, Inc.,  is  the  brainchild  of  43- 
year-old  Paul  M.  Verrochi.  After  put- 
ting together  little  janitorial  and 
waste-removal  companies  in  the 
1970s  and  1980s,  Verrochi  noticed 


American  Medical  Response's  Pa  j'  . 

Ambulance  services  looked  ripe  for  consolidation. 


that  60%  of  U.S.  ambulance  ser\'ice 
are  run  by  cities  or  counties.  Most  o 
the  balance  is  provided  by  hundred 
of  local  mom-and-pop  (operation 
with  fewer  than  ten  ambulances. 

"It  was  a  scoop-and-run  business, 
says  Verrochi,  who  decided  the  am 
bulance  services  industry  was  ripe  frt 
consolidation.  Forming  AMR  in  Au 
gust,  he  sold  36%  of  it  to  the  public 
and  used  the  pnjceeds,  $21 .5  million 
and  a  high-flying  stock  to  acquin 
almost  a  dozen  companies.  AMR  nov 
operates  470  ambulances  in  nin( 
states.  Revenues  are  expected  to  U)\ 
$190  million  this  year,  profits  $9  ( 
million  (85  cents  a  share).  Since  it 
initial  ofTering,  AMR's  stock  has  almos 
tripled,  to  a  recent  19y2.  The  compa 
ny  has  announced  it  plans  a  secondar 
offering  of  2.75  million  shares. 

Verrochi  isn't  alone.  Other  ambu 
lance  chasers  are  working  overtime  tc 
streamline  the  $5-billion-a-year  (re\ 
enues)  industry'.  Canada's  big  Laid 
law  Inc.  recently  added  ambulances  t( 
its  stable  of  garbage  trucks  and  buses 
Rural/Metro  Corp.,  a  $68.2-milli()n 
a-year  ambulance  and  fire  fightini 
services  company  in  Scottsdale,  Ariz, 
went  public  in  late  July  and  is  expand 
ing  its  fleet  rapidly.  CareLine  Inc.,  ; 
private  firm  based  in  Irx'ine,  Calif,  i 
considering  a  similar  strategy. 

Industry  consultants  say  there  wen 
more  acquisitions  of  ambulance  com 
panies  in  the  last  12  months  than  ii 
the  previous  five  years.  At  first  tht 
sudden  surge  of  interest  seems  od*. 
given  the  economics  of  the  industn 
For  example,  around  40%  of  ambu 
lance  companies'  bills  go  unpaid.  Thi 
is  because  ambulances  are  obligate 
to  pick  up  and  treat  all  emergenc; 
victims,  whether  or  not  they  can  pa\' 

This  high  rate  of  uncollectible  bill 
forces  net  margins  at  even  a  well-rui 
company  like  AMR  down  to  the  5/ 
level.  Meanwhile,  lots  of  capital 
required  for  computers,  satellite  time 
emergency  medical  technicians  ant 
ambulances — at  $100,000  a  copy 
ftilly  loaded.  Add  to  all  this  the  uncer 
taint}'  surrounding  the  Clinton  healtl 
care  reforms.  "It's  a  wonder  anyoni 
invests  in  this  business,"  says  GeofFre 
A.  Cady,  research  director  for  Emer 
gency  Care  Information  Center  ii 
Carlsbad,  Calif. 

Whereas  most  health  care  industr 
executives    see    Hillar\'  Clinton 
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American  Medical  Response 


heallh  overhaul  as  a  threat, 
Vcnochi  and  other  ambu- 
lance company  chasers  see 
it  as  a  potential  boon.  "If 
Hillary  expands  access  to 
health  care,  all  Americans 
will  be  covered  by  insur- 
ance," says  Verrochi. 
"That  means  all  my  bills 
will  start  getting  paid." 

True,  the  government 
may  grind  down  his  rates 
for  highly  profitable  non- 
emergency transfers.  A 
trip  between  two  local 
hospitals,  for  example,  can 
run  as  much  as  $650.  But 
industry  analysts  say  full  ^^^^ 
reimbursement  will  im- 
prove the  industry's  pretax  earnings. 

Health  care  reform  may  be  a  boon 
for  ambulance  services  in  other  ways. 
Example:  High-profit  scheduled  am- 
bulance runs  between  hospitals 
would  probably  increase  under  any 
managed-care  plan  because  health 
maintenance  organizations  demand 


W.  Earl  Riggs  in  the  California  control  room 
"The  little  guy  just  can't  compete  anymore.' 


that  patients  be  transferred  in  ambu- 
lances from  emergency  rooms  to  their 
preferred  hospitals. 

In  many  big  cities,  emergency  med- 
ical technicians — "docs  in  a  box"  as 
they're  called  on  the  street — are  al- 
ready providing  curbside  medicine 
that  used  to  be  done  at  much  higher 


cost  in  hospital  emergency 
rooms.  Now  there's  talk  of 
dispatching  ambulances  to 
poor  neighborhoods  to 
give  vaccinations  and 
checkups,  becau.se  kmts  are 
trained  to  administer  drugs 
and  even  do  some  simple 
invasive  procedures. 

Still  another  favorable 
development:  the  trend  to- 
ward privatization  made 
necessary  by  state  and  local 
budget  squeezes — private 
ambulance  services  can 
usually  provide  ser\'ice 
more  cheaply  than  a  city 
service.  All  in  all,  Verrochi 
can  figure  that  the  pros- 
pects for  the  ambulance  services  in- 
dustry have  never  been  brighter. 

Not  that  all  companies  will  share 
evenly  in  the  new  prosperit)'.  Labor 
accounts  for  about  50%  of  an  opera- 
tor's total  costs.  So  using  satellites  and 
computers  to  dispatch  ambulances  to 
form  the  most  efficient  coverage  pat- 


From  chemistry  to  candy  bars,  more  global  c 

BECAUSE  Citibank  forges  solid,  long-term  relationships  with  its  customers— over  70  years « 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  for 
exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  BECAUSE  no  o 


Publicly  traded  ambulance  company  chasers 
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American  Medi- 
cal Response  is 
tlie  industry 
leader,  but  Japan's 
Secom  Co.,  a  ma- 
jor security  compa- 
ny, is  learning 
the  business 
through  its  U.S. 
LifeFleet  arm. 


in  Canadian  dollars,  t  Figures  in  yen.  t  Trades  on  the  Tokyo  Stock  Exchange. 


terns  is  more  a  necessity  than  an  op- 
tion. Tlianks  to  this  technology,  amk 
can  respond  in  most  of  its  California 
■communities  to  more  than  90%  of  the 
emergency  calls  it  receives  in  less  than 
eight  minutes — and  beating  competi- 
tors to  the  scene  of  an  emergency 
is  what  this  business  is,  ultimately, 
all  about. 

The  technology  pays  off  in  other 
ways.  AMR  has  established  beachheads 
hear  San  Francisco,  Denver  and  New 
Haven,  Conn.  With  his  technology  in 
lace,  Verrochi  can  adci  contiguous 


areas  with  little  added  overhead. 

Here's  the  rub:  These  high-tech 
investments  are  expensive.  AMr's  Fre- 
mont monitoring  facility,  which  cov- 
ers 3.9  million  people,  would  cost 
about  $6  million  to  ciuplicate.  Few  of 
the  smaller  operators  can  get  that  kind 
of  capital.  So  when  Verrochi  offered 
W.  Earl  Riggs,  who  owned  a  98- 
ambulance  fleet  in  the  San  Francisco 
Bay  area,  almost  $4  million  in  cash 
and  1 .8  million  shares  of  AAiR  stock  for 
his  company  in  April  1992,  Riggs 
quickly  accepted. 


Riggs,  52,  now  chief  executive  of 
amr's  western  operation,  is  on  the 
prowl  for  more  acquisitions.  With 
most  acquisitions  closing  at  about  7 
times  earnings  and  with  amr  stock 
recently  trading  at  about  23  times 
estimated  1993  earnings,  he  and  Ver- 
rochi can  afford  to  make  generous 
offers  for  stock  (as  long  as  the  stock 
stays  up),  without  serious  dilution. 
Riggs  says  he  doesn't  expect  much 
resistance  from  sellers:  "The  little  guy 
out  there  with  three  ambulances  just 
can't  compete  anymore."  tM 


lies  choose  Citibank  than  any  other  bank. 


k  can  match  Citibank's  expertise  and  experience  in  emerging 
fleets— over  90  years  in  Asia,  and  75  years  in  Latin  America. 
CAUSE   THE    CITI    NEVER  SLEEPS." 
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FOR  THOSE  SEEKING 
MORE  THAN  ONE  DIMENSION 

TO  TIME,,. 


"A  watch  is  just  a  watch,  so  long  as 
it  tells  the  time."  It's  the  kind  of  state- 
ment that  makes  us  all  the  more 
determined  to  safeguard  one  of  life's 
irreplaceable  pleasures  -  the  multi- 
dimensional time  of  complicated 
watches. 

For  more  than  150  years  we  have  been 
making  timepieces  for  men  and  women 
who  see  beyond  ordinary  time.  Einstein 
owned  a  watch  made  by  us  fig.  1,  so 
did  Tchaikovsky,  Wagner,  Marie  Curie 
and  Charlotte  Bronte.  Each  of  them  - 
whether  scientist,  musician  or  writer  -- 
had  the  rare  gift  of  being  able  to  exploit 
time  as  a  creative  element  in  their 
work. 

Today  we  are  still  recognized  as  the 
only  watchmakers  whose  timepieces 
adequately  convey  a  sense  of  outstand- 
ing personal  achievement.  We  can  rise 
to  your  greatest  occasion  with  a  total 
of  33  horological  complications  -  far 
beyond  the  capabilities  of  any  other 
watchmaker.  Our  Calibre  89,  the  most 
complicated  portable  timepiece  ever 
built  fig.  2,  expresses  the  full  scope  of 
time:  astronomical  time  -  from  a  star 
chart  geared  to  the  apparent  movement 
of  the  heavens,  to  the  times  of  sunrise 
and  sunset;  seasonal  time,  sidereal 
time  and  the  equation  of  time  fig.  3; 
long  time  in  the  400-year  cycle  of  the 
Gregorian  calendar;  short  time  with 
a  split-seconds  chronograph;  the  sound 
of  time  in  a  Grand  Strike,  chiming 
the  hours  and  quarters,  in  passing, 
on  a  Westminster  carillon;  spiritual 
time  in  the  date  of  Easter;  and  time 
that  escapes  gravity  in  the  tourbillon 
escapement. 


If  you  find  the  Calibre  89  a  little  incon- 
venient for  everyday  use,  our  watch- 
makers have  brought  together  the 
more  essential  complications  in  a 
number  of  wristwatches.  You  can  be 
assured  that  each  represents  the  finest 
watchmaking  in  the  world. 

You  may  find  your  most  treasured 
possession  in  the  handsome  tonneau- 
shaped,  perpetual-calendar  watch  fig.  4. 
The  unique  combination  of  a  fly-back 
dates-hand  showing  the  progression 
of  the  month,  and  a  minute-repeater,  is 
a  refinement  that  took  us  about  four 
years  to  develop. 

You  will  appreciate  that  there  are  no 
half  measures  in  complicated  watch- 
making. We  are  building  precision 
timekeeping  instruments  that  you  will 
expect  to  perform  faithfully  for  a 
century  or  more.  In  our  self-winding, 
perpetual-calendar  wristwatches  fig.  5, 
our  own  design  and  superlative  crafts- 
manship ensure  that  the  calendar 
mechanism  absorbs  an  infinitesimal 
amount  of  power  as  it  smoothly  changes 
the  day,  date  and  month,  records 
the  quarters  of  the  day  and  the  leap- 
year  cycle.  The  moon-phase  in  our  per- 
petual calendars  is  extremely  precise, 
taking  122  years  and  45  days  to  accu- 
mulate the  hardly  discernible  variation 
of  a  single  day. 

Our  perpetual-calendar  and  chronograph 
combination  fig.  6  finds  particular 
favour  among  collectors  who  enjoy  the 
finer  points  of  mechanical  watchmak- 
ing. Through  the  sapphire-crystal 
caseback,  you  can  admire  the  exquisite 
hand-finish  of  our  movements  and 


bring  into  play  the  precisely  coordinated 
actions  of  the  column-wheel,  levers  and 
gears  fig.  7. 

Impeccable  workmanship  is  taken  for 
granted  by  those  who  wear  our  watches. 
But  if  you  choose  one  of  the  half-dozen 
or  so  slim,  self-winding,  perpetual- 
calendar  repeaters  fig.  8  that  we  com- 
plete each  year,  you  can  expect  much 
more.  We  have  encapsulated  in  our 
most  sophisticated  wristwatch  the  an- 
cient and  authentic  sound  of  time. 
Celebrate  a  moment  -  any  moment  - 
by  making  the  mechanism  ring  the 
hours,  quarters  and  minutes  with  the 
pure,  clear  resonance  that  only  we  have 
been  able  to  achieve  in  a  minute- 
repeater. 

Those  who  consider  a  watch  is  just  a 
watch,  so  long  as  it  tells  the  time,  will 
be  gratified  to  learn  that  in  this  elegant 
wristwatch  fig.  9,  time  is  told  both  by  a 
minute-repeater  and  by  an  observatory- 
rated  chronometer.  In  it  moves  the  most 
ingenious  compensation  device  known 
to  horological  engineering.  The  rotating 
tourbillon  cage  literally  absolves  the 
watch's  regulator  from  the  laws  of  gravity  - 
removing  one  of  the  last  obstacles  to 
the  final  frontier  of  mechanical  precision 

But  if  you  seek  that  extra  dimension 
to  time,  to  mark  your  achievement,  to 
inspire  your  creativity  or  simply  to 
enjoy  sublime  watchmaking,  you  will 
almost  certainly  wear  one  of  our 
timepieces  one  day.  You  will  then  come 
to  recognize  the  touch  of  the  world's 
finest  watchmakers  fig.  10,  and  know 
that  the  name  on  the  dial  can  only  be 
Patek  Philippe. 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's  and  women's  watches,  send  $/5  —  or  for  current  informative  brochures, 
please  write  to:  Patek  Philippe,  One  Rockefeller  Plaza,  Suite  930  (F/CM),  New  York,  NY  10020. 


fig  4:  Ref.  5013.  Self-winding, 
mmute-repeating  wnstwatch  with 
perpetual  calendar,  moon-phase 
and  a  retrograde  dates-hand, 
which  flies  back  to  the  beginning 
of  the  month  after  reaching  the 
28th,  29th,  30th  or  31st  day. 
In  Patek  Philippe  wnst- 
walches,  the  buckle  and  the 
hidden  pins  that  secure  the 
strap  are  of  gold. 


Jig.  ]:  LiUitein': 
daily  inspi- 
ration. 


fig.  8:  Ref  3974. 
The  confidence  of  a 
smoothly  functioning 
perpetual  calendar,  and 
the  pleasure  of  hearing 
the  time,  combined  in  one 
of  Patek  Philippe's  most 
sophisticated  wrist  - 
watches. 


fig.  2:  Time  on  a  cosmic  scale 
'  the  Calibre  89  -  the  most 
complicated  portable  timepiece. 

fig.  3:  In  the  Calibre  89,  a  symbol  of  the 
sun  moves  through  the  equinoxes  and  seasons 
against  a  revolving  disc  of  stars. 


fig.  6:  Ref  3970.  The  perpet- 
ual-calendar chronograph... 

fig.  7:  ...displaying  the 
poetry  of  traditional 
hand-finishing. 


fig.  9:  Ref  3939.  A  minute-repeater  which 
IS  also  a  rated  chronometer.  A  tourbillon 
device  cancels  out  the  effects  of  gravity. 

fig.  10:  Ref  3919  The  gentleman's 
classic  wnstwatch.  One  of  the  many  intro- 
ductions to  Patek  Philippe  s  dimensions 
of  time. 

J 


fig.  5:  Ref.  3940.  The  finish  on  the 
case  and  the  bracelet  reflects  the  perfect 
functioning  of  Patek  Philippe's 
ultra-thin  (3. 75  mm),  self-winding, 
perpetual-calendar  wnstwatch  with 
moon-phase. 


PATEK  PHILIPPE 

GENEVE 


It  isn't  yet  a  Boston  Tea  Party,  but  nnore  and  more 
medical  practitioners  are  rebelling  against  government 
interference  in  the  practice  of  their  profession. 

Jettisoning 
Medicare 


By  Brigid  McMenamin 

AFrHRTRFAi'lNc;  a  68  year-old  quad- 
riplegic patient  in  a  nursing  home. 
New  Jersey  internist  Lois  C'opcland 
dutifully  reported  to  Medicare  the 
$65  tee  she  had  collected. 

Six  months  later  Copeland  was  told 
she  had  to  refund  it.  Why?  Medicare 
patients  in  nursing  homes  with 
"''chronic'''  illness  aren't  supposed  to 


see  a  doctor  more  than  once  a  month. 

Never  mind  that  the  patient  didn't 
want  his  money  back.  Medicare  told 
C'opeland  she  would  be  fined  $2,000 
unless  she  refunded  the  $65. 

Doctors  ever\  \vhere  grumble  about 
this  sort  of  thing,  but  Copeland  decid- 
ed to  fight  back.  ''I  refuse  to  practice 
medicine  that  way,"  she  said.  In  Janu- 


New  Jersey  internist 
"I  am  not  a  slave." 


an,'  1992  she  and  five  patients  sued  th( 
Secretary  of  Health  &  Human  Service 
and  the  local  Medicare  carrier,  charg 
ing  illegal  interference  with  the  con 
tract  rights  of  patients  enrolled 
Medicare  and  their  doctors. 

Last  October  a  federal  judge  side 
stepped  the  issue,  saying  Medican 
had  never  actually  forbidden  privat' 
contracts.  Medicare  carriers  continu 
to  harass  doctors,  but  Copeland 
now  telling  other  doctors  about  pri 
\'ate  contracting.  She  vows  to  retun 
to  court  if  HHS  articulates  the  policy. 

Other  doctors  are  beginning  t< 
fight  the  statism  that  is  slowly  takin: 
oxer  their  profession  in  the  name  c 
providing  universal  health  care.  Tak 
Seattle  neurosurgeon  Michael  Schliti 
Two  years  ago  Schlitt  was  getting  i'c^ 
up  with  Medicare  paper  pushers  arbi 
trarily  fixing  his  fees. 

So  he  told  the  bureaucrats  to  cour 
him  out.  He  would  quit  the  systen 
''Reassign  m\'  provicier  number  t 
someone  else,"  he  said. 

Writing  his  300  Medicare  patieni 
of  his  decision,  he  said,  "I  woul 
rather  treat  vou  for  no  charge  tha 
accept  Medicare's  determination 
what  I  should  receive  for  your  care. 

Most  of  them  rallied  behind  the 
doctor,  who,  good  as  his  word,  scale 
his  fees  to  their  circumstances.  "Som 
are  charit)',  some  bring  chickens  an 
some  pay  money,"  says  Schlitt.  La: 
year  he  wrote  off  about  $75,000 
charit)' — including  $16,000  worth  ( 
brain  surgen,"  for  one  man. 

End  of  stor)'!"  Of  course  not.  Tb 
bureaucracy  stmck  back.  Medicat 
started  firing  off  ominous  letters  sa> 
ing  Schlitt  must  report  ever)'  visit  by 
Medicare  patient  and  charge  Med 
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care  approved  rates.  Schlirt  usually 
ignores  the  requests  from  the  gesta- 
po.  Can  he  get  away  with  it?  "I'm  still 
here,"  he  says. 

Some  rebel  doctors  refuse  to  talk, 
fearing  reprisals.  "The  Medicare  bu 
reaucracy  is  quite  vicious,"  says  one 
North  Carolina  family  doctor.  "The 
things  that  they  do  to  physicians  are 
quite  beyond  the  understanding  or 
even  belief  of  ordinary  citizens." 

When  Dallas  Medicare  bureaucrats 
asked  doctors  to  speed  claims  by  filing 
electronically,  Paris,  Tex.  dermatolo- 
gist Richard  Swint  was  enthusiasdc, 
enlisting  his  computer-savvy  teen- 
agers and  a  son-in-law,  who  is  work- 
ing on  a  master's  in  computer  science. 

He  never  knew  whether  the  claims 
went  through.  "It's  a  black  hole,"  he 
sighs.  When  patients  called  to  Hnd  out 
what  was  holding  up  payment,  the 
bureaucrats  blamed  Swint.  Finally, 
Swint  complained  to  his  senator,  Phil 
Gramm.  Unresponsive  to  citizens, 
the  bureaucrats  jump  when  a  con- 
gressman appears. 

He  got  action,  but  suddenly  Swint 
was  deluged  with  disallowed  claims — 
about  300  in  January  alone.  That  left 
litde  time  to  practice  medicine. 
"That's  when  I  stopped  filing  on 
Medicare,"  Swint  says.  He  still  makes 
some  major  claims  but  offered  his  old 
patients  care  for  $150  a  year  if  they'd 
give  up  making  routine  Medicare 
claims.  "That's  cheap,"  he  says. 

He  lost  lots  of  patients.  But  many 
others  decided  to  give  it  a  tr^'.  Swint 
figures  the  lost  revenue  is  more  than 
compensated  by  the  savings  in  time 
and  aggravation  involved  in  Medicare 
filing.  In  June  he  got  a  letter  from  a 
Medicare  carrier  threatening  federal 
penalties.  He's  ignoring  it. 

More  and  more  cJoctors  are  asking 
their  patients  to  sign  forms  agreeing 
to  pay  if  Medicare  won't.  They  some- 
times agree  to  pay  more  than  Medi- 
care allows  or  to  forgo  filing  claims 
entirely — practices  Medicare  bureau- 
crats call  illegal  and  coercive. 

All  this  is  very  much  in  the  spirit  of 
the  Boston  Tea  Part}',  when  outraged 
Americans  simply  decided  to  fight  a 
law  they  considered  unjust  rather 
than  meekly  obeying  it.  Look  for  a 
rising  tide  of  rebellion  by  health  prac- 
titioners if  the  forthcoming  Clinton 
health  care  plan  fiirther  interferes 
with  medical  freedom.  BE 


Soon  you'll  have  a  choice  of  as  many  as  500— 
count  'em,  500— channels  on  your  television. 
Talk  about  audience  fragmentation! 

Let  500  flowers 
bloom! 


By  Nikhil  Hutheesing 

IT'S  JUST  A  QUKSTION  now  of  getting 
the  fiber  optics  and  switching  in  place; 
fiber-optic  digital  compression  tech- 
nology is  opening  the  way  to  putting 
as  many  as  500  channels  on  your  TV 
set,  but  how  on  earth  can  they  pro- 
gram 500  channels  even  12  hours  a 
day,  365  days  in  the  year.>  Fear  not. 

Already  almost  50  new  channels 
are  in  the  making.  Among  them: 
Crime  Channel,  History'  Network, 
Golf  Channel  and  the  Game  Show 
Channel.  Jointly  financed  by  former 
financier  Michael  Milken  and  enter- 
tainer Michael  Jackson,  the  Educa- 
tion &  Entertainment  Network 
plans  hitting  the  cables  within  the 
next  three  years. 

Viacom  Inc.,  which  owns  MTV,  has 
plans  to  spin  ofFrwo  more  MTV  music 
channels.  ESPN,  80%  owned  by  Capital 
Cities/.\BC  Inc.  and  20%  owned  by 
the  Hearst  Corp.,  is  launching  kspn  2 
to  get  a  greater  share  of  the  18-to-34- 
year-old  male  audience.  USA,  partially 
owned  by  MCA  and  Paramount,  re- 
cently launched  the  Sci-Fi  Network. 
Turner  Broadcasting  System,  Inc. 
launched  the  Cartoon  Network, 
aimed  at  kids,  and  will  introduce  CNN 
International,  specializing  in  interna- 
tional news. 

But  whence  will  come  the  advertis- 
ing dollars  or  the  subscriber  dollars  to 
develop  programming  for  all  these 
stops  on  the  dial?  Overall  growth  in 
advertising  in  the  U.S.  has  all  but 
come  to  a  standstill;  in  inflation-ad- 
justed dollars,  advertising  was  slightiy 
negative  in  1991  and  grew  less  than 
4%  last  year,  for  a  two-year  average 
gain  of  barely  1.5%  a  year. 

Some  of  the  new  channels  will  be  at 
least  partly  supported  by  subscriber 


dollars  as  add-ons  to  monthly  cabl 
bills,  but  Americans  aren't  exacti 
swimming  in  fresh  disposable  incom 
these  days. 

Advertising  agencies  tell  FoRBl- 
they  think  their  clients  are  willing  t 
slice  their  ad  budgets  e\'er  more  finel 
to  advertise  on  new  niche  channel; 
Sure,  some  of  them  may  count  the: 
audience  in  the  hundreds  of  thoi: 
sands,  or  maybe  tens  of  thousand: 
But  they  can  be  highly  concentrate 
audiences.  Advertising  golf  clubs  on 
network  is  wastefiilly  expensive,  sine 
probably  only  a  small  percentage  c 
the  audience  is  interested  in  golf.  Bl 
for  such  an  advertiser  a  golf  channc 
would  be  perfect. 

Advertisers  are  already  looking  fc 
television  shows  that  attract  aud 
ences  that  might  be  interested  in  the 
products.  Says  Chr\'sler's  director  ( 
marketing  operations,  James  Julov 
"We  buy  according  to  the  progran- 
ming  content."  The  company  likes  t 
advertise  on  National  Geographic  £* 
plorer  and  Nijfhtline,  for  example,  T 
shows  that  he  says  attract  a  Chr\'sk 
audience.  "The  [audience]  size  of  th 
channel  is  not  that  important,  becaus 
the  pricing  should  accommodate  th 
difference."  Meaning  Chrysler  is  wil 
ing  to  advertise  on  a  channel  with 
small  audience  if  the  channel  bettc 
targets  its  audience,  but  it  will  not  pa 
a  premium.  Mark  Gjovik,  who  har 
dies  the  Pontiac  account  at  dmb& 
Advertising,  agrees.  "If  a  specif 
niche  we  have  identified  can  be  spc 
ken  to  through  micro  opportunitie 
they  [the  niche  cablers]  will  prosper. 
A  Pontiac  promotion  would  tie  in  we 
with,  say,  golf  coverage. 

According  to  Gjovik,  it's  not  nun 
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ONE  LOOK  AT  OUR  ROAO  READY  PROGRAM  AND  YOU'LL 
AGREE  THERE'S  NOTHING  CONVENTIONAL  ADOUT  IT. 


From  the  day  each  brand  new  truck 
joins  our  fleet  we're  thinking  about  hav- 
ing to  sell  it  sometime  in  the  future. 

That's  why, 
from  day  one,  each 
and  every  one  of 
our  vehicles  goes 
on  the  most  rigorous,  careMy-designed 
preventive  maintenance  program  in 
the  industry. 


With  check  up  after  check  up.  In- 
spection after  inspection.  Regularly 
scheduled  and  performed  to  make  sure 
every  one  of  our 
used  trucks,  tractors, 
and  trailers  stays 
in  superior  condi- 
tion. And  that  it's  Ryder  Road  Ready 
before  it  goes  on  the  market 
Calll-800-USED-TRK,ext.93, 


today  Whether  you're  looking  for  a 
conventional,  a  straight  truck,  or  a 
cab  over,  we'd  like  to  show  you  how 
thoroughly  we  maintain  each  and 
every  one  of  our  vehicles.  From  the 
day  we  buy  it.  To  the  day  you  do. 


ROAD  READY  USEDTRUCKS 


The  standard  of  the  industry. 


Cable  TV  advertising 


bers  but  vulnerability  to  the  message 
that  counts.  Better  reach  a  few  thou- 
sand people,  all  of  whom  are  interest- 
ed in  cars,  than  100,000,  few  of 
whom  have  the  means  or  the  need  to 
buy  a  car  now. 

Consider  the  Military'  Channel.  It 
will  reach  only  3  million  subscribers, 
mostly  at  U.S.  militar)'  bases.  The 
channel  will  offer  national  advertisers 
eight  minutes  per  hour.  If  it  gets  an 
average  daily  rating  of  one,  that  means 
the  channel  has  30,000  viewers.  Its 
cost  per  thousand  \'iewers  (cpm) — 
what  it  charges  advertisers — will  be 
$2.50,  or  $75  for  30  seconds. 

Compare  this  with  CNN,  or  ESPN, 
with  60  million  subscriber  house- 
holds and  an  average  daily  cpm  of 
about  $4.50,  resulting  in  $2,700  for  a 
30-second  spot.  The  Militaty  Chan- 
nel gives  a  great  price  to  small  adver- 
tisers, but  in  many  cases  the  money 
will  be  coming  from  the  biggest  ad- 
\'ertisers  looking  for  a  way  to  reach 
unique  and  targeted  audiences  on 
relatively  uncluttered  channels.  "The 
cost  to  adx  ertise  with  us  amounts  to  a 
roimding  error  in  their  budget,'"  re- 
marks Shirley  Stone,  at  the  TV  Food 
Network. 

Viewers  will  be  called  upon  to  do 


their  part  to  support  these  appeals  to 
their  special  interests.  It's  part  of  the 
same  trend  that  has  today's  successful 
magazines  demonstrate  their  pulling 
power  by  getting  readers  to  pick  up 
increasing  shares  of  the  tab. 

The  Golf  Channel,  for  example, 
will  offer  programming  24  hours  per 
day,  seven  days  a  week,  for  $4.95  per 
month,  and  count  on  viewers  for 
some  portion  of  its  rexenues.  Spal- 
ding, Inc.,  maker  of  golf  clubs  and 
golf  balls,  would  consider  paying  the 
golf  channel  $1,000  for  a  30-second 
commercial.  On  a  major  netv\ork 
show  like  60  Minutes,  that  same  com- 
mercial would  cost  $280,000.  Loss  of 
a  potential  $280,000  customer  may 
not  seem  like  much  of  a  blow  to 
networks  tliat  took  in  $9.5  billion  last 
year,  but  it's  the  trend  toward  special- 
ized, fragmented  audiences  that  has 
them  M  orried. 

Current  cablecasters — recently  hit 
in  the  pocket  by  reregulation  de- 
signed to  roll  back  subscriber  rates  by 
10% — have  responded  by  spinning  off 
their  own  niche  channels  to  increase 
their  shelf  space  in  a  world  of  500 
channels  and  open  up  new  sources  of 
subscriber  and  advertiser  revenues. 

Haney  Ganot,  who  runs  advertis- 


ing sales  at  MT\',  argues  that  advertis- 
ers will  shy  away  from  many  of  the 
smaller  channels.  "Advertisers  want 
to  put  their  money  where  the  best 
prospects  are,  and  those  prospects  live 
in  front  of  MT\'  Networks,"  says 
Ganot.  Jack  Bonanni,  a  senior  vice 
president  at  ESPN,  agrees:  "I  don't 
compete  against  all  those  lunatic  cra- 
zy little  fractional  networks  that  are 
coming  up."  i 

Complacency.^  Quite  possible. 

The  mass  broadcaster  ought  not 
forget  what  happened  in  the  maga- 
zine business.  The  emergence  of 
network  T\'  destroyed  the  mass  cir- 
culation general  interest  maga- 
zines— the  old  Life,  Look  and  the 
Saturday  Eveninpf  Post.  But  special- 
ized magazines — business,  golf,  ski- 
ing, computing,  pornography — 
boomed.  By  its  \cry  nature  network 
television  could  not  cater  to  individ- 
ual interests. 

And  so  let  500,  maybe  even  more, 
flowers  bloom.  Many  of  them  will 
fail  and  fade.  Others  will  thrive.  In  a 
society  defined  more  by  lifestyles 
and  professions  and  hobbies  than  by 
community-  or  social  class,  minimar- 
ket broadcasting  has  a  bright 
future.  Hi 
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Buick  Ultra. 

Even  the  lease  is 
comfortable. 


Buick  Park  Avenue  Ultra.  Buick's 
continual  dedication  to  quality  is  paying  off 
in  high  residual  values  for  Ultra  leases.  So 
right  now  you  can  get  very  attractive  monthly 
payments  when  you  SmartLease^"^  an  Ultra. 

An  Ultra  lease  conserves  your  capital  and 
reduces  ui>front  expenses.  Attractive 
monthly  payments  make  your  Ultra  as 
comfortable  to  lease  as  it  is  to  drive. 


SmartLease  Options.  If  you  drive  your 
Ultra  less  than  12,000  miles  a  year,  you  may 
be  eligible  for  the  Ultra  Luxury  Lease  Program. 
If  your  current  GMAC  lease  is  about  to  expire, 
your  security  deposit  and  first  monthly 
payment  on  Ultra  SmartLease  may  be  waived. 
Act  Now.  For  information  on  Ultra,  call 

800-4A-Buick.  For  information  on  Ultra 
SmartLease,  see  your  Buick  dealer. 


BUrCK 

SMARTLEASE 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©1993  GM  Corp.  All  rights  reserved  Buckle  up,  America!  fQ^n® 
Park  Avenue  is  a  registered  trademark  of  GM  Corp  L  \ 


Bankers  Tru^ 


)me. 


It's  hard  enough  to  recognize  risk  at  hoi 
But  venture  abroad  and  risk  is  even  more  disguised. 

That's  when  it's  good  to  have  the  insti- 
tution that's  dedicated  to  managing  risk  at  your 
side.  Bankers  Trust. 


Risk  doesn't  always  wear 
a  familiar  face/ 


We'll  help  you  control  the  risk  you  want 
to  avoid.  Then  help  you  reap  the  rewards  of  the 
risk  you  do  assume. 

We  don't  view  risk  from  a  single  command 
post.  We're  in  Lx)ndon,  New  York,  Tokyo.  In  Sydney  and 
Hong  Kong.  In  Madrid,  Paris,  Frankfurt,  Luxembourg 
and  Milan.  In  Latin  America  and  Eastern  Europe. 

Everywhere  we're  in  the  middle  of  local 
markets.  And  on  top  of  them.  Since  risk  is  global 
today,  it  has  to  be  looked  at  that  way. 

With  Bankers  Trust  beside  you,  there's 
no  risk  anywhere  that  you  can't  face. 


BAD      FROM  STRENGTH. 


What  do  Sir  James  Goldsmith,  Dan  Aykroyd,  an  Indian 
guru  and  Harvard  University  have  in  common? 
Answer:  a  restaurant  impresario  named  Isaac  Tigrett. 

Spread  the  blues 


By  Dana  Wechsler  Linden 


DRKSSi:n  i-n  i  irhi.v  in  black 
and  with  cliin-lcngth  hair, 
Isaac  Tigrett  sits  in  the  liv- 
ing room  of  the  elaborately 
restored  1927  railroad  car 
that  serves  as  his  mobile 
ofiice  and  home  away  from 
home.  Surrounded  by 
sumptuous  Indian  fabrics 
and  ornately  caned  wood, 
Tigrett,  44,  quietly  credits 
his  guru  with  his  decision  to 
push  ahead  on  his  latest 
business  venture,  a  pro- 
posed chain  of  blues  res- 
taurant/clubs called  House 
of  Blues. 

'T  had  reached  the  point 
in  my  meditation  where  I 
was  ready  to  turn  my  back 
on  the  material  world,'' 
says  Tigrett.  "But  my  mas 
ter  [the  Indian  spiritual 
leader  Salx  a  Sai  Baba|  said, 
'At  another  time  in  histor)' 
tliat  would  have  been  ap- 
propriate. But  this  is  a  dark 
age.  I  want  you  in  the 
world,  I  neeci  you  in  the 
v\orld.'  He  appro\ed  my 
idea." 

Satya  Sai  Baba  wasn't 
alone  in  recognizing  his  disciple's  en- 
trepreneurial talents.  Tigrett  has  onlv 
one  House  of  Blues  restaurant  up  andi 
running;  it  opened  last  Thanksgiving 
in  C^ambridge's  Har\ard  Sc]uare  and 
will,  says  Tigrett,  gross  S5  million  this 
year.  But  last  month  Har\'ard  Univer- 
sit)'  agreed  to  invest  o\'er  $10  million 
of  its  end(wment  in  the  proposed 
House  of  Blues  chain.  Other  investors 
in  the  estimated  S32  million  private 
placement  for  77%  of  Tigrett's  com- 
pany include  financier  Sir  James 
Goldsmith  and  entertainers  Dan  Ayk- 
royd,  Jim  Belushi  and  the  rock  band 
Aerosmith. 


House  of  Blues'  Isaac  Tigrett 
Will  it  be  another  Hard  Rock  Cafe? 


Dan  Aykroyd 

"1  lost  John  IBelushi],  but  I  met  Isaac' 


Why  risk  so  much  money  with  .i 
chap  who  takes  marching  orders  fron 
his  guru?  Replies  John  Sallay,  a  part 
ncr  in  the  Aeneas  Group,  which  man 
ages  around  $1.5  billion  of  Harxard'i 
$6  billion  endowment:  "Isaac  Tigret 
has  a  creative  spark,  a  vision,  that  \'ol 
just  don't  see  in  many  people." 

Tigrett's  sparks  first  flew  in  1971 
Tigrett  was  22  and  living  in  London 
where  his  wealthy  industrialist  father 
John  Burton  Tigrett,  was  doing  deal: 
with  Jimmy  Goldsmith— 
"Uncle  Jimmy,"  as  Isaat 
called  him  growing  up 
Young  Tigrett  and  hi* 
friend  Peter  Morton  fig 
ured  that  London  needed 
good  American  hamburg 
er,  and  opened  a  restaurant 
the  Hard  Rock  Cafe,  or 
Hyde  Park  Corner,  to  pro 
\ide  it.  The  startup  mone\' 
about  $130,000,  came 
from  a  combination  of  thi. 
young  partners'  savings  anc 
loans  from  Goldsmith  anc 
Tigrett's  father. 

Designed  as  a  monu- 
ment to  1960s  Americar 
rock  music  culture,  the 
Hard  Rock  Cafe  was  an  im- 
mediate hit.  "Suddenly  the 
Beatles  were  sitting  ovei 
there  and  the  Stones  were 
over  there — I  thought  I'd 
died  and  gone  to  heaven,'" 
recalls  Tigrett,  who  is  mar- 
ried to  the  former  Mrs. 
Ringo  Starr.  ("My  greatest 
piece  of  rock  'n'  roll  mem- 
orabilia," he  says  of  her. ) 

In  1982  he  bought  out 
partner  Morton's  half-in- 
terest for  $800,000.  A  year 
later  Tigrett  showed  a  shrewd  under- 
standing of  financial  markets  when  he 
sold  25%  of  the  Hard  Rock  Cafe  to  the 
British  public  for  over  $1  million;  this 
coup  was  topped  four  vears  later  when 
he  sold  American  Depositan'  Receipts 
representing  23%  of  the  companv  for 
$54  million.  In  1988,  after  opening 
six  more  Hard  Rock  Cafes  around  the 
world,  Tigrett  and  a  foundation  he 
chaired  sold  their  54%  of  the  companv 
to  Robert  Eari  for  $108  million.  (Pe- 
ter Morton  still  operates  13  Hard 
Rock  Cafes  that  he  started  after  the 
breakup.) 

Opened  at  a  cost  of  $3  million, 
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Anchors  Away/ 


THE  END  Of  The 

Luxury  tax 
makes  boating 
MORE  Affordable 

Than  ever. 


Brunswick  Corporation  joins  America's  boaters  in  applauding  the  repeal 
of  the  Luxury  Tax,  the  regressive  tax  which  crippled  an  important  segment 
of  the  boating  industry. 

The  fun  of  boating  has  now  been  brought  back  into  the  reach  of  more 
people,  and  as  the  industry  rebuilds  and  strengthens,  you  can  count  on 
Brunswick  to  maintain  our  leadership  position  in  the  global  boating 
community. 

But  perhaps  the  benefit  of  repeal  diat  pleases  us  die  most,  is  the 
knowledge  diat  putting  more  boats  back  into  the  water  will  help  put 
Americans  back  to  work. 

See  for  yourself  what  excellent  products  skilled  American  craftsmen 
are  mming  out.  If  you've  been  diinking  about  buying  a  new  boat,  there's 
never  been  a  better  time  to  visit  your  dealer's  showroom.  He  can  introduce 
you  to  some  of  the  best  boating  values  that  die  industry  has  ever  had  to  offer! 


Leading  The  Way  Since  1845 


THE  COMPANIES  OF 


SHARING  THE  HERITAGE  OF  BEING  NLMBER  ONE. 

Mercury,  MerCruiser,  Mariner,  Force,  Quicksilver,  Bayliner,  Sea  Ray,  Astro,  Fisher,  Maxum, 
MonArk,  ProCraft,  Spectrum  and  Starcraft. 


©  1993  Brunswick  Corporation 


FORT  IS  IS  HERE  TO  PROTEC 


In  a  rapidly  changing,  wo^d,  you  and  the  people  you  lx?ve  need  solid  financial  answers 
That's  the  strength  of  Fori  is  —  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 
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VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  ciuployey, 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  FroiH 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard: 

f/orHr 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-37^-7282. 
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House  of  Blues 


The  House  of  Blues'  blues  band 

"Blues  is  the  taproot  of  all  American  music." 


Tigrctt's  inaugural  House  of  Blues  in 
Cambridge  is  his  rendition  of  an  old 
southern  juke  joint.  The  music  blares, 
the  wood  floors  are  rustic,  African- 
American  folk  art  lines  the  walls,  the 
food  ranges  from  pizza  to  jambalaya. 
The  $350,000  ceiling  consists  of  over 
80  panels  of  plaster  reliefs  of  blues 
greats — Muddy  Waters,  B.B.  King, 
Blind  Lemon  Jefferson  and  the  like. 

Again,  Tigrett  seems  to  be  on  to 
something.  Lines  often  form  at  night, 
when  the  280-scat  House  of  Blues 
features  li\c  blues  bands.  The  three 
seatings  at  the  Sunday  gospel  brunch- 
es— which  feature  choirs  from  black 
Pentecostal  churches — are  sold  out 
by  noon  the  previous  Monday.  "I 
never  thought  I'd  see  a  bunch  of 
Yankees  all  holding  hands,  singing 
hallelujah  and  carr\'ing  on  with  tears 
in  their  eyes,"  savs  Tigrett,  who  was 
born  in  Jackson,  Tenn.  Tigrett  says 
the  business  should  become  profit- 
able next  year. 

With  the  private  placement  pro- 
ceeeis,  Tigrett  plans  to  open  three 
m.uch  larger  House  of  Blues  branches 
in  New  Orleans,  Los  Angeles  and 
New  York  Citv,  all  bv  the  end  (4"  next 
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year.  Likely  cost:  some  $20  million. 
To  help  promote  the  restaurants,  Tig- 
rett plans  to  capitalize  on  a  growing 
interest  in  blues  music,  which  traces 
back  to  the  plantation  workers  of  the 
Mississippi  Delta.  He  has  already  ne- 
gotiated a  joint  venture  with  CBS  Ra- 
dio Networks  to  produce  a  weekly 
House  of  Blues  Radio  Hour.  Some  1 50 
stations  are  expected  to  broadcast  the 
show,  which  will  mention  the  House 
of  Blues  name  repeatedly.  The  shows 
will  be  hosted  by  Dan  Aykroyd,  re- 
creating his  Elwood  Blues  persona 
from  the  hit  movie  The  Blues  Brothers. 

Tigrett  is  also  negotiating  with  Mo- 
town Records  for  a  jointly  owned 
House  of  Blues  record  label,  and  with 
another  major  record  company  for  a 
weekly  television  show  called  Live 
from  tlie  House  of  Blues. 

But  does  the  blues  pack  enough 
marketing  punch  to  back  a  big  busi- 
ness? Says  moneyman  John  Sallay, 
who  committed  Har\'ard's  money  to 
the  pri\atc  placement,  "It's  not  like 
buying  a  Treasurx'  bill."  And  widi 
long  Tre3sur\'s  \delding  6.5%,  there's 
plent)'  of  money  around  for  risky  ven- 
tures like  the  House  of  Blues.  Hi 
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Four  Seasons 
Hotels 

We  are  pleased  to 
announce  two  aJJitions  to  our 
family  of  fine  hotels: 

New  York 
Milan 


Hotels 

united  states 

Austin 

Boston 

CJiicago 

CJiicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(The  Pierre) 

Newport  BeacK 

PkiladelpKia 

San  Francisco 

Seattle 

Waskington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  tke  Park) 


ancouver 


UNITED  KINGDOM 

London 
(Inn  on  tke  Park) 

JAPAN 
Tokyo 

Resorts 

Bali 

Minaki,  Canada 

Nevis,  Wl. 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

Santa  BarLara 
(Tke  Biltmore) 

For  reservations,  call  your  travel  counselor,  or  in  tKe  U.S. 
call:  (800)  332-  3442;  in  Canada  call:  (800)  268-6282. 
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Four  Seasons 

Hotels  ♦Resorts 


NIGELHASTHE 
EYE  OF  A  CONNOISSEUR,  , 
THE  INGENUITY  OF  A 

Sleuth,  AND  THE  MIND 

OF  AN  ACCOUNTANT 
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A©  1992 Four  Season;  Hotels 


Nigel  Firtk,ConCM 
Four  Seasons 
Inn  on  .tke  Park  . 
Lon  j.on,  England, 


Four  Seasons  concierges  liave  powers  tkat  would  amaze  even  tke  most  seasoned  business  traveler.  Tkey  can 
secure  reservations  at  restaurants  tliat  aren't  taking  any.  Re-create  presentation  slides  tkat  you  left 
LeK  ind  unwittingly.  Even  locate  a  dozen  portable  pkones,  on  New  Year's  Eve.  And  not  only  are  tkeir 
staffs  multitalented,  Lut  multilingual,  too.  WKat's  more,  shoiJd  your  travel  plans  ckange  _ 

suddenly,  tkey  will  issue  new  tickets  instantly,  on  tke  spot.  Wkick  confirms  in  tkese  value-  lOLl  I  ^cSoSOllS 
conscious  times,  tke  demands  of  your  trip  demand  notking  less  tkan  Four  Seasons  Hoteks.     Hotels*  Resorts 


Noel  Group  stock  looks  like  a  dog. 
It  isn't. 

Looks  can  be 
deceiving 


By  James  R.  Norman 

Louis  Marx  Jr.  loves  dogs.  Has  ever 
since  he  was  a  kid  growing  up  in 
Scarsdale,  N.Y.  as  the  son  of  toy 
magnate  Ix)uis  Marx.  The  family  had 
16  dogs. 

But  what  kind  of  dog  is  this?  Marx's 
Noel  Group  Inc.,  a  leveraged  buyout 
fund,  has  lost  money  for  the  past  three 
years  and  continues  to  do  so.  In  a 
booming  market,  its  Nasdaq  stock 
sells  for  just  over  half  the  $11  it  went 
public  at  in  early  1992  and  just  above 
its  $6.33-a-share  book  value.  It  will 
probably  be  liquidated  in  four  years 
widiout  ever  paying  a  taxable  cash 
dividend. 

But  Marx  has  a  way  of  taking  these 
mangy  creatures  and  turning  them 
into  prizewinners.  Consider  what  he 
did  with  Prospect  Group,  a  predeces- 
sor leveraged  fund  now  liquidating 
itself  after  seven  years  as  a  public 
company.  Those  who  bought  Pros 
pect  in  May  1986  have  more  than 
tripled  their  money.  Most  of  tliat 
came  tax-deferred,  since  the  bulk  of 
their  payout  was  not  cash  dividends 
but  shares  in  fixed-up  Prospect  spin- 
offs that  then  rose  in  value. 

Among  the  companies  he  fixed  up 
and  spun  off:  MidSouth  and  Illinois 
Central  railroads.  Recognition  Inter- 
national (imaging).  Sylvan  Foods 
(mushrooms)  and  Forschner  Group 
(Swiss  Army  knives). 

Most  LRO  investing,  like  sausage- 
making,  is  done  in  private,  since  fixing 
broken  companies  can  create  some 
ugly  quarterly  numbers.  It  often  in- 
volves taking  losses  now  in  the  inter- 
est of  profits  tomorrow.  Marx  is  un- 
usual in  that  he  does  all  this  in  public. 
It  takes  patience  to  do  diis  kind  of 
investing,  with  the  home  runs  all 
coming  in  the  bottom  of  the  ninth.  "I 


think  like  an  investor,"  Marx  says, 
"not  an  executive." 

For  many  years  Noel  was  Marx's 
private  investment  company,  put  to- 
gether in  partnership  with  friend  Dan 
W.  Lufkin,  whom  Marx  helped  grub- 
stake in  the  formation  of  Donaldson, 
Lufkin  &  Jenrette.  Marx  bought  out 
Lufkin  in  the  late  1970s  and  used 


Noel  Group's  Louis  Marx  Jr. 
Aims  to  do  himself  out  of  a  job. 


Noel  as  a  catchall  for  small,  venture- 
capital  investments  while  he  pursued 
his  main  love,  oil  and  gas  investing. 

While  still  private,  Noel  bought  a 
25%  stake  in  one  of  Prospect's  spin- 
offs. Sylvan  Foods,  to  help  Sylvan 
fiind  a  major  European  acquisition. 
That  investment  has  increased  nearly 
50%  in  value.  Noel  also  bought  Sim- 
mons Outdoor  Corp.,  a  distributor  of 
duck  calls  and  binoculars,  widi  the 
idea  it  might  fit  with  Forschner,  about 
25%  controlled  by  Marx. 


Marx  took  Noel  public  in  Janu 
last  year  through  an  underwriting  1| 
by  Lehman  Brothers,  which  raisj 
$107  million  by  selling  50%  oft! 
company  to  the  public.  Marx  si 
owns  about  1 0%,  a  $  1 3  million  inve 
ment.  But  the  daily  management 
Noel  is  in  the  hands  of  cochairm 
William  Bennett,  a  former  Rockefel! 
adviser,  and  ex -Morgan  Stanley  i 
vestment  banker  Gilbert  I^mphcre 

Bennett  and  Lamphere  ha 
plowed  Noel's  new  funds  into  a  gr 
bag  of  damaged  goods.  These  inclu 
Curtis  Industries  (fasteners).  Lined 
Foods  (Screaming  Yellow  Zonke 
and  TDX  Corp.  (diet  workshops  ai 
infomercials).  In  June  Noel  paid  $ 
million  for  Beiding  Heminway  C; 
an  old  textile  maker.  In  July  Noel  u 
outbid  for  the  New  Zealand  railw 
system.  It  still  has  about  $30  milli< 
to  invest. 

Hence  the  red  ink.  You  can't  expc 
overnight  turnarounds  with  a  colk 
tion  like  that.  Why  the  seeming  dn 
in  stock  price  from  the  offering?  I 
illusory  in  part.  It  doesn't  inclu 
$3.25-a-share  worth  of  stock  in  thr 
small  companies^ — including  Glot 
Natural  Resources — spun  off  by  Nc 
last  fall.  The  balance  of  the  falloff  y« 
can  attribute  to  investors  with  c 
tremely  short  attention  spans. 

Meanwhile,  those  dogs  are  lookii 
classier  by  the  month.  Simmons,  f 
instance,  has  filed  to  sell  900,000  nt 
shares  to  the  public  at  about 
each — almost  twice  what  Noel  pa 
per  share  for  the  56%  it  will  still  ow 

There's  a  further  quirk  in  Man 
strategy  that  makes  his  performan 
look  weaker  than  it  really  is:  I 
doesn't  keep  the  turnarounds  un 
they  mature.  He  prefers  to  spin  the 
off  as  soon  as  they  are  in  shape  to  staj 
on  their  own.  "We  don't  want  the 
to  have  all  their  growth  in  our  nest 
explains  Marx.  "Then  we've  got  a  t 
problem."  By  giving  the  compani 
to  his  shareholders  instead  of  sellii 
them,  Noel  avoids  paying  a  capi 
gains  tax  and  leaves  that  choice  to  t 
individual  shareholders. 

In  short,  Marx's  goal  is  to  make  t 
holding  company  a  worthless  she 
"My  guess,"  he  says,  "is  Noel  wor 
be  around  in  three  or  four  years 
What's  this?  A  chief  executive  whc 
principal  aim  is  to  do  himself  out  o 
job.  Woofl  I 
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^classic 


all  round 


Sec  y<*iir  iravi.1  M^i-nl  nr 


Dorityou  wish 

we  could  just  do  this  to  air  pollution. 


In  a  way  we  can— 
because  cars  and  trucks  that 
run  on  natural  gas  reduce  the 
emissions  that  cause  smog  by 
80%— and  virtually  eliminate 
soot. 

The  fact  is,  natural  gas  is 
the  cleanest  burning  alternative 
fuel  available  today 

And  the  least  expensive. 

30%  less  expensive  per  mile 
than  gasoline. 

Because  it's  so  clean, 
natural  gas  also  cuts  mainte- 
nance costs.  Oil  changes  and 
tune-ups  are  cut  in  half,  and 
there  is  less  engine  wear 

Small  wonder  that  there 
are  thousands  of  natural  gas 
cars  and  trucks  on  America's 
roads  today 

With  more  being  built  by 
Chrysler,  Ford,  and  General 
Motors  every  day 

If  all  fleet  owners- 
companies  and  communities 
—across  the  country  would 
switch  to  natural  gas  as  they 
replace  cars  and  trucks,  it  would 
really  make  a  difference  in 
our  air 

A  breathtaking  difference. 


Clean,  economical  natural  gas.  Think  what  we'll  save 


Steve  Roth  inturiates  brokers  arid  sellers 

ot  real  estate,  but  he  delights  his 

tellow  shareholders  in  Vornado  Realty  Trust. 

No  Mr.  Nice  Guy 


By  Howard  Rudnitsky 

A  S()l'HLSTK:A  rKn  comiiicrcial  real  cs^ 
tate  broker  wrings  his  hands  in  dismay 
when  he  recalls  trying  to  sell  a  strip 
shopping  center  to  Steven  Roth.  "I 
had  already  convinced  the  client  to 
ask  35%  less  than  he  wanted  before  my 
first  meeting  with  Roth,"  he  says. 
"Roth  was  cordial,  but  the  number 
that  came  out  ol"  that  meeting  was 
down  another  20% — 80  cents. 

"I  had  to  go  back  to  my  client.  He 
wasn't  happy,  but  he  wanted  to  sell. 
So  I  met  with  Roth  again.  Now  he 
wouldn't  go  higher  than  50  cents. 

"So,  no  deal,  and  I  spent  a  lot  of 
time  without  earning  a  commission. 
You  don't  mess  with  Steve  Roth.  He 
wants  properties  for  nothing." 

If  not  for  nothing,  a  lot  less  than  the 
seller  wants  to  get.  Steve  Roth,  51,  is 
the  consummate  real  estate  investor. 
Through  a  partnership — Interstate 
Properties — and  personal  hokiings, 
Roth  has  a  37%  controlling  interest  in 
Vornado  Realty  Trust  (with  $421 
million  in  total  assets  in  1992).  He 
and  Interstate  also  have  a  30%  interest 
in  Alexander's,  the  bankrupt  retailer 
now  being  reorganized  into  a  shop- 
ping center  developer. 

Vornado  owns  52  strip 
shopping  centers  with  over 
8  million  square  feet  of 
space,  all  on  major  subur- 
ban highways  in  New  Jer- 
sey, New  York,  Pennsylva- 
nia and  Mar\'lancl.  Alexan- 
der's owned  1 1  department 
stores  and,  more  impor- 
tant, still  owns  the  real  es- 
tate in  metropolitan  New 
York  where  six  of  the  stores 
stood. 

Roth's  Alexander's  deal 
is  t>'pical  of  his  hard-nosed 
tactics.  Alexander's  went 
Chapter  II  in  May  1992 
when  Roth  and  the  credi- 


Vornado  Chairman  Steven  Roth 
One  tough  negotiator. 


tors  forced  Alexander's  into  bank- 
ruptcy as  a  way  of  getting  rid  of  the 
mone\'losing  department  stt)re  busi- 
ness. Thev  eliminated  about  5,000 
jobs,  closed  the  remaining  stores  and 
began  negotiating  the  sale  of  Alexan- 
der's highlv  valuable  leases. 

Roth  made  an  initial  deal  to  lease  a 


Alexander's  Paramus.  N.J.  store 
Atop  a  valuable  site. 


half-dozen  of  the  properties  to  Ikaq 
lees,  the  Massachusetts-based  dia 
counter.  Or  so  Bradlees  thought.  B 
Roth,  taking  advantage  of  bankrupt 
law,  won  permission  from  the  banH 
ruptcy  court  to  negotiate  with  (^al 
dor,  another  discounter.  Caldor  ol 
fered  $5  million  more  in  cash  tha 
I)radlees  did,  and  millions  more  i 
lea.se  payments.  Bradlees  scrcamec 
but  Caldor  got  the  locations. 

While  Roth  may  up.set  others  wit 
his  hard-nosed  dealings,  he's  mad 
Vornado's  and  Alexander's  stock 
holders  happy. 

Since  1981  Vornado's  funds  fror 
operations  rose  from  $4.3  million  t^ 
over  $26  million  last  year  before 
special  charge.  Vornado  shares  ha\' 
increased  in  value  about  17  time; 
Today  the  market  value  is  $590  mil 
lion.  Alexander's  .stock  is  still  we 
below  its  mid-1980s  price,  but  sine 
the  May  1992  bankruptcy  filing  it  ha 
zoomed  from  8%  a  share  to  57  recent 
Iv.  Alexander's  expects  to  emeru, 
from  bankruptcy  late  this  year. 

Big  outside  investors  in  Alexan 
der's,  like  Michael  Price's  Mutual  Sc 
ries  funds  and  Sam  Lieber's  Even 
green  Global  Real  Estate  Eund,  ar 
betting  that  Roth  will  produce  furthc 
gains  for  them. 

Says  Lieber,  "I've  seen  the  leas 
deal  Roth  negotiated  on  Alexander 
Rego  Park,  Queens  site.  It's  terrific, 
think  he  can  do  as  well  and  even  bettc 
with  the  remaining  five  sites."  A  ke 
site:  Alexander's  Manhattan  proper 
t}',  just  across  the  street  from  fame 
Bloomingdale's,  on  the  fashionabl 
Upper  East  Side. 

Perhaps  Roth's  proudest  momer 
was  in  1991,  when  he  out 
maneuvered  Donal 
Trump,  the  sclf-proclaime 
master  dealmaker.  In  th 
late  Eighties  Trum 
bought  an  almost  cqui 
chunk  of  Alexander's 
about  27% — with  his  ow 
ideas  as  to  how  to  make  us 
of  the  x  aluable  propertic 
hidden  beneath  the  money 
losing  store  operatior 
Roth  bided  his  time.  Bi 
when  Trump's  swollen  em 
pire  teetereci  on  the  brink  ( 
collapse,  he  was  desperat 
tor  cash.  Roth  was  the  ob\  i 
ous  buyer,  but  why  pa 
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Steven  Roth 


Trump's  price?  In  the  end, 
Citicorp  took  back 
Trump's  Alexander's  stock, 
which  had  been  collateral 
for  a  Trump  personal  loan 
guarantee.  Citicorp  was 
content  to  let  Roth  run  the 
show  his  way.  Result:  Citi- 
corp, which  still  holds  the 
shares,  today  has  a  modest 
paper  profit. 

Roth's  Alexander's  coup 
recalls  his  takeover  of  Vor- 
nado  in  1980.  Vornado 
owned  a  floundering  retail- 
ing chain.  Two  Guys  dis- 
count department  stores. 
Roth  and  his  partners 
bought  stock  in  Vornado  ^^B* 
and  took  control  in  a  bitter 
but  successful  proxy  fight.  They  then 
started  exploiting  its  real  estate  hold- 
ings, later  turning  Vornado  into  the 
highly  successful  strip  shopping  cen- 
ter operator  that  it  is  today. 

Steven  Roth  has  been  driving  hard 
bargains  almost  from  the  day  he  grad- 
uated from  Dartmouth's  business 
school,  in  1963.  About  two  years  out 
of  school  he  persuaded  wealtliy  New 
Jersev  real  estate  investor  David  Man- 


Vornado's  Hackensack,  N.J.  shopping  center 
Still  a  strong  cash  generator. 


delbaum  to  put  up  $250,000  in  a 
partnership,  Interstate  Properties,  to 
acquire  shopping  properties.  Mandel- 
baum  had  the  mone\'.  Roth  had  the 
moxie.  He  bought  his  first  small  strip 
center  and  about  a  year  later  repaid 
Mandelbaum.  Mandelbaum  and  an- 
other investor  remain  his  partners  in 
Interstate,  which  effectively  controls 
Vornado  and  Alexander's. 

Next?  Vornado  had  a  $1 15  million 


cash  hoard  in  March  of  thj 
year.  In  May,  Roth  conver 
cd  Vornado  into  a  REIT  an 
netted  S42  million  more 
cash  in  an  equity  offerini 
But  Roth  is  moving  slowl 
Bottom -fishers  have  drive 
up  prices,  and  mall  pric 
are  a  little  firmer  than  Rot 
likes.  He  has  the  option 
using  his  cash  to  expar 
and  upgrade  existing  Vo 
nado  centers  and  maylj 
buy  C!!iticorp's  27%  block  c 
Alexander's;  the  bank  pn 
sumably  will  at  some  pou 
want  to  get  out  of  the  prof 
erty  business.  Roth  remaii 
the  obvious  buyer. 

But  Roth's  intentions  ai 
shrouded  in  deliberate  obscurit}'.  T 
this  day  Steve  Roth  refuses  to  talk  ti 
the  press — unwilling  to  answer  que: 
tions  about  his  operations,  includin 
his  sometimes  brutal  bargaining.  Bi) 
in  a  recent  Vornado  annual  report  1" 
wasn't  above  a  bit  of  self-revelatioi 
"Our  annual  report  reflects  the  sty) 
we  aspire  to:  somewhat  frugal,  unde: 
stated,  let  the  numbers  speak  fo 
themselves." 


Iwo  Leading  Holels  sLare  Cjuile 


e  same 


Lnd  O"  Leaul 


When  only  the  very  best  hotel 
accommodations  will  do.  choose  from 
the  270  Leading  Hotels  of  the  World. 
locate<l  on  six  continents  in  56  countries 
throughout  the  world.  They  share 


impeccable  standards  in  service,  decor  and 
cuisine.  Yet  each  is  renowned  for  its  own 
individual  style,  beauty  and  character. 

For  reservations,  a  complimentary 
copy  of    The  Leading  Hotels"  1993 


Directory  and  a  one  month  free  home 
use  of  The  Leading  Hotels'  new 
video,  contact  your  travel  consultant 
or  telephone  (800)  223-6800  or 
(212)  838-3110.  Fax  (212)  758-7367. 


"^TheFJeachn^Hotels  ofth^orld' 

The  Greatest  Traditmn  in  Hospitality  the     orld  Has  Ever  Known 


We're  Looking  for  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 
But  they  may  be  intimidated  by  the  buying         Together  we  created  an  outreach  program 

process.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Or  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

need  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

need  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

evaluate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process. 


establishing  a  credit  history. 


Fannie  Mae  is  the  nation's 


These  are  problems  the  ShowingAmehcaANewWayHome.  largest  source  of  funds  for 
housing  industry  urgently  needs  to  address.      home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 
building  partnerships  by  bringing  together      to  homeownership,  call  us  at  1-800-548-9444. 


©1993,  fennie  Mae 


As  adept  at  marketing  as  at  design,  Aya  Azrielant 

has  helped  build  privately  owned  Andin  International 

into  one  of  the  country's  most  successful  jewelry  making  firms. 


Easy  on 
the  earlobe 


By  Manjeet  Kripalani 

EvKN  rH(UK;n  slic  is  in  the  business  of 
makiiiu,  them,  Aya  A/rielant  has  never 
been  satisfied  with  traditional  cast  fine 
gold  earrings.  "They're  too  heavy  on 
the  ear,"  she  complains.  "And  too 
expensive."  Gold  and  gem-set  ear- 
rings made  by  Andin  International, 
the  New  York- based  company  she 
and  her  husband,  Ofer,  jointly  own, 
go  for  $100  to  $1 ,000  at  department 
stores  and  mass  merchants. 

It's  that  kind  of  restless  dissatisfac- 
tion with  the  status  quo,  that  constant 
looking  for  new  ways  of  doing  things. 


that  separates  the  real  comers  in  busi- 
ness from  the  also-rans.  Azrielant  is 
no  also-ran. 

Four  years  ago,  on  her  annual  visit 
to  the  international  jewelr\'  fair  in 
Basel,  she  spotted  a  technology  called 
eiectroform.  As  opposed  to  tradition- 
al cast  jewelr)',  where  metal  is  poured 
into  a  mold,  this  process  applies  gold 
electrostatically  around  a  base  metal 
mandrel.  The  metal  is  then  chemically 
ciissolved,  creating  a  hollow  shell  of 
gold  with  a  seamless  surface  that  can 
carry  patterns. 


This,  Aya  Azrielant  learned,  coii 
produce  large  but  lightweight  jew« 
ry.  The  jewelry  would  not  only  p 
less  weight  on  the  eariobe  but  also  ii 
less  gold.  The  technolog}'  wasn't  ne 
but  it  was  virtually  unexploited  in  t 
j  ewe  In,'  trade. 

Within  the  year,  the  Azrielanj 
found  a  tiny  eiectroform  laborator}' 
Haifa,  Israel  and  bought  it 
$500,000.  They  spent  another  $1 
million  turning  it  into  a  factor}'. 

The  result,  this  spring,  was  m 
priced,  light  18-karat  gold  jewelrx 
the  Aya  Azrielant  line — with  desig 
inspired  by  Mediterranean  sea  life 
typical  pair  of  earrings  weighs 
grams,  versus  at  least  16  for  a  simil 
looking  cast  pair.  While  prices  ; 
much  the  same  as  Andin's  cast  piec 
the  designer  line  is  more  profitable 

"We're  doing  with  gold  sort 
what  Frank  Perdue  did  with  chi 
en,"  quips  Aya  Azrielant. 

An  apt  comparison.  The  jewe 
business  overall  is  in  terrible  shaj 
Since  1991  Andin's  publicly  trac 
competitor.  Town  &  Country  Cor 
has  postecl  deficits.  And  many  sm 
companies  in  Providence,  R.I.. 
countr\''s  gold  jeweln,'  making  cent 
have  gone  out  of  business.  But  1 
year-old  Andin,  the  countrv's  secor 
largest  gold  jewelr}'  maker,  is  dt)i 
well.  It  does  most  of  its  manufacti 
ing  in  its  Greenwich  Village  he. 
quarters  in  New  York  CitA'  and  m 
kets  largely  in  the  U.S.  but  has  grti 
ing  export  sales. 

The  Aya  Azrielant  designer  line 

What  do  women  want?  Delicate  gold 

jewelry  inspired  by  the  life  of  the  sea. 
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(n  its  debut  at  Bloomingdale's  in 
(w  York,  the  Aya  line  sold  its  inven- 
ty  of  nearly  60  pieces  in  just  three 
eks.  Bloomingdale''s  has  taken  the 
t  national.  So  have  Saks,  Macy's 
d  Lord  &  Taylor.  Sales  of  the  line 
I  expected  to  reach  $5  million  at 
ail  this  year,  $10  million  next. 
Andin's  sales,  which  hit  $150  mil- 
[n  last  year,  will  probably  post  an- 
jier  record  this  year.  The  company  is 
jiting  at  least  $8  million  annually. 
\ya  Azrielant  has  as  sharp  an  eye  for 
rketing  as  she  does  for  design. 
I'oday's  woman  isn't  waiting  for  a 
ight  to  buy  her  jewelr)',"  she  says, 
he  can't  afford  C>artier  but  wants  to 
.e  something  with  some  intrinsic 


value,  not  just  boxes  of  costume." 

The  only  other  major  gold  jeweler 
using  the  electroform  process  is 
Charles  Garnier  of  Paris.  But  the  Aya 
line  is  priced  at  less  than  half  Gar- 
nier's.  Says  Aya  Azrielant:  "Garnier  is 
French,  he  wants  haute  couture.  We 
want  affbrdabilit)'  with  fashion." 

Neither  Azrielant  was  born  into  the 
trade.  The  Israeli  couple  more  or  less 
stumbled  into  jevvlery  making.  Kib- 
butz-bred Aya,  the  granddaughter  of 
a  violin  maker,  studied  literature. 
Ofcr,  who  keeps  the  books,  has  no 
formal  degree.  They  met  in  Tel  Aviv 
while  working  on  a  documentary  for 
Israeli  TV.  Between  film  projects,  they 
kept  the  wolf  from  the  door  selling 


costume  jewehy  for  Ofer's  brother. 

Nearly  a  decade  later,  in  1981, 
when  the  brothers  clashed,  Aya  and 
Ofer  moved  to  New  York  with  their 
daughter,  one  jewelry  craftsman  and 
$250,000  in  savings.  For  12  years 
Andin  concentrated  on  making  ge- 
neric 14-karat  gold  and  gem-set  jew- 
elr\'.  Rather  than  diluting  their  ec]uit)' 
by  raising  outside  money,  the  Azrie- 
lants  scrimped  and  saved,  fanatically 
vacuuming  up  every  bit  of  gold  dust 
on  the  floor,  taking  modest  salaries, 
plowing  back  every  penny  of  profits. 

Time  to  go  public?  Probably  one 
day  soon.  "Wall  Street  has  been  sniff- 
ing, but  no  such  plans  .  .  .  yet,"  says 
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TECHRIOLOGYTHAT 
WORKS  FOR  LIFE 


Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  on  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemistry  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we  are 

making  technology  work 

for  everyone.  For  more,  write 

P.O.  Box  260,  Ridgefield  Park, 

NJ  07660.  Phone  800-SAMSUNG. 

Fax  201-229-6058 

ELECTRONICS 

64M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

High-definition  TV 

199-gram  cellular  phone 

Green  Monitors 

ENGINEERING 
Double-hull  oil  tanker 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

CHEMICALS 
Engineering  plastic 
Petrochemicals 
IPP  ultrafine  fabrics 


©  1993  The  Samsung  Group 
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Next  thing  you  know,  the  IRS  will  be  advertising, 
"Service  is  the  most  important  part  ot  our  name." 

Friendly  taxmen: 
a  user's  guide 


By  Janet  Novack 

An  88-ykar old  man,  let  us  imagine, 
Cillers  a  nursing  home.  His  son  dis- 
coxers  an  Internal  Revenue  Service 
form  letter  threatening  to  place  .1  lien 
against  the  father's  home  if  he  doesn't 
pay  $398  within  30  days.  But  the  son 
can't  find  earlier  iRS  correspondence. 

What  to  do?  Many  taxpavers 
w  ould  say:  Pay  off  the  IRS  and  a\  oid 
the  grief.  And  with  good  reason. 
Five  years  ago,  just  to  get  the  facts, 
the  son  would  have  had  to  write  a 
letter  to  the  iRS,  including  a  power  of 
attorney  signed  by  the  father,  and 
then  wait  weeks  or  months  for  an 
answer.  Meanwhile,  no  one  at  the 
IRS  could  officially  talk  to  the  frantic 
son  about  staying  the  lien  because  he 
wasn't  the  taxpayer. 

But  thanks  to  computerization 
and  more  sensible  policies,  things 
are  getting  much  more  efficient  at 
the  IRS.  By  next  year,  if  an  expected 
IRS  policy  change  goes  through,  the 
son  should  be  able  to  get  answers 
over  the  telephone  immediatelv, 
simply  by  reciting  a  number  printed 
on  the  IRS  letter. 

"The  IRS  has  a  long  way  to  go  to  be 
as  good  as  American  Express,  and  I 
still  dislike  working  with  them,"  says 
Westminster,  Md.  tax  accountant 
Donald  Hull,  "but  they're  much  bet- 
ter than  four  or  fn  e  vears  ago." 

Herewith,  a  user's  guide  to  changes 
at  the  IRS. 

Telephone  service.  About  90%  of  all 
taxpayer  contactSA\  ith  the  iRS,  outside 
of  routine  filing  of  returns  and  docu- 
ments, are  by  phone.  Today  the  IRS 
employee  on  the  other  end  of  the  line 
should  be  able  to  call  up  basic  infor- 
mation on  any  return,  including  pay- 
ments receiveci,  extra  taxes  assessed 
and  adjusted  gross  income.  Three 


years  ago  only  10%  of  taxpayers'  ac- 
counts were  on-line,  (  l  iie  downside; 
An  impostor  who  knows  your  name, 
acidress  and  Social  Security  number 
can  find  out  your  income  w  ith  a  sim- 
ple phone  call.) 

The  IRS  claims  it  now  resolves  87% 
of  account  inc]uirics  w  hile  the  caller 
is  on  the  line,  triple  the  rate  of  three 
years  ago.  In  addition  to  requests  for 
account  information,  on-line  ser- 
vices can  be  used  to  straighten  out 


common  snafus  in  w  hich,  for  exam- 
ple, a  corporate  taxpayer's  pavroll 
tax  payments  have  been  applied  to 
the  wrong  period  or  account.  Sug- 
gestion: If  you  are  caught  in  such  a 
mess,  ask  for  a  printout  of  your 
business'  "master  file  transcript," 
showing  all  payments,  and  an  expla- 
nation sheet  containing  codes  for 
reading  it.  If  the  iRS  can't  figure  out 
what  went  wrong,  maybe  you  can. 

The  telephone  is  also  an  easv  way  to 
check  the  status  of  a  case.  Suppose  the 
IRS  accepts  your  explanation  of  some 
discrepancN':  You  mistakenly  reported 
$600  of  dividends  under  "interest"; 
.so  you  don't,  as  the  iRS  claimed,  have 
unreported  income  that  will  raise 
your  tax  bill:  The  iRS  doesn't  necessar- 
ily send  a  timely  notice  acknowledg- 


ing the  explanation.  Rather  than  wor- 
r)'ing  that  a  letter  threatening  to  seize 
your  firstborn  has  been  lost  in  the 
mail,  you  can  now  call  up  and  find  out 
if  the  matter  has  been  resolved. 

A  weak  link  in  iRS  phone  serxice  is 
that  it  is  usually  impossible  to  reach 
the  same  employee  twice.  This  forces 
you  to  repeat  your  song  and  dance 
every  time  you  call.  The  iRS  argues 
that  when  it  is  further  along  in  mod 
cruizing  its  computers,  information 
about  a  taxpayer's  prior  phone  and 
letter  contacts  will  all  be  on-line,  so  it 
won't  matter  whom  the  taxpayer 
speaks  to. 

In  the  meantime,  a  knowledgeable 
taxpayer  needn't  stay  on  the  phone 
meriT-go-round  indefinitely,  says 
Robert  LcBaube,  a  retired  iRs  assis- 
tant commissioner  for  taxpayer  ser 
\  ices,  now  with  Cx)opers  &  Lybrand. 
Once  you  have  made  t\vo  unsuccess- 
ful attempts  bv  phone  or  mail  to  soke 
a  problem,  you  can  ask  for  a  "problem 
resolution"  officer  w  ho  will  be  re 
sponsible  for  follow  through.  Noth- 
ing's guaranteed,  of  course,  but  tax 
accountants  have  high  praise  for  the 
officers'  work. 

Although  it  still  takes  four  to  eight 
weeks  to  get  copies  of  old  tax  re- 
turns, the  IRS  can  pro\  ide  a  printout 
showing  all  the  income  and  cieduc- 
tion  lines  within  two  weeks.  Mort- 
gage lenders  are  generally  unfamiliar 
with  the  printout  and  may  still  w  ant 
photocopies  of  w  hole  returns.  But 
after  Hurricane  Antirew,  the  Small 
Business  Administration  accepted 
printouts  in  lieu  of  returns.  The  iRS 
pretiicts  that  the  summary  sheets 
w  ill  eventually  be  acceptable  for  stu- 
dent anci  other  loans. 

Deals.  Financialh'  distressed  tax- 
payers shouki  consider  the  iRs'  more 
liberal  policy  on  cutting  compromise 
and  installment  pavment  deals 
(Forbes,  Mar.  30,  1992).  The  com- 
promise, in  which  the  iRS  settles  for 
less  than  it's  owed,  is  only  for  taxpa\'- 
ers  who  are  into  the  iRS  for  more  than 
they  could  pay  if  they  liquidated  all 
their  assets.  Still,  the  iRS  will  accept 
12,000-plus  ofFers  this  year,  six  times 
the  number  in  1991. 

The  newly  liberalized  installment 
policy  was  useci  by  nearly  1.5  million 
taxpayers  who  could  not  pa\'  all 
they  owed  this  Apr.  15.  That's 
triple  the  number  who  got  installment 
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■ecmcnts  the  filing  season  before, 
ider  the  new  rules,  any  taxpayer 
ij  ing  less  than  $10,000  can  pay  it  off 
;r  three  years  or  less,  pro\'ided  he  or 
:  isn't  already  on  an  installment 
n  and  sta\'s  current  with  new  tax 
Is.  At  the  enci  of  the  installment 
iod,  the  taxpayer  starts  paying  ad- 
ional  accrued  interest. 
'It's  not  a  bad  deal.  [The  iRS 
irges  an  effective  13%  a  year.]  If 
:y  pay  off  the  iRS  up  front  and  live 
"their  credit  cards,  they'll  be  paying 
%  interest,"  says  Phoenix  tax  ac- 
antant  Donna  Esposito. 
[n  contrast  to  past  policy,  the  iRS 
't  demanding  financial  statements 
haggling  with  taxpayers  over  the 
fjcise  size  of  installment  payments 
;y  can  afford  each  month.  "'Our 
iployees  like  this,  because  the\' 
n't  ha\'e  to  fight  with  a  taxpaver 
:r  whether  his  dr\'  cleaning  bills  are 
;essi\'e,"  says  James  Donelson,  an 
district  director  who  has  served  as 
ing  deputy  assistant  commissioner 
collections. 

[n  vet  another  break  with  past  prac- 
the  IRS  isn't  filing  liens  against 
pax'ers  who  stay  current  with  in- 
llment  plans  for  $10,000  and  less, 
credit  ratings  aren't  impaired. 
Electronic  filijtjj.  Some  12.3  mil- 
n  taxpayers  filed  their  returns  elec- 
inically  this  year,  and  the  IRS  sees  its 
ure  in  electronic  filing.  But  so  far 
per-income  taxpayers  haven't  seen 
ich  in  it  for  them.  Most  electronic 
■ss   are    lower-income  taxpayers 
ed  by  high-rate  "refund  anticipa- 
n  loans"  that  banks  offer  through 
(:R  Block  and  other  tax  preparers, 
bctronic  filing  can  halve  the  normal 
^ir-to-six-week  refund  wait.  But  a 
J:payer  who  has  planned  properly 
ipuldn't  ha\'e  a  large  refund  coming 
;ijy^\'ay. 

^Taxpayers  who  do  their  own  re- 
rns  using  Turbo  Tax  or  similar  com- 
jter  software   can   file  printouts 
hown  as  1040  PCs)  instead  of  stan- 
ird  returns;  it  will  be  at  least  a  few 
MS  before  they  can  file  by  modem, 
le  IRS  anticipates  eventually  accept- 
\  credit  card  numbers  from  elec- 
)nic  filers  who  owe  money. 
The  Form  1040  still  doesn't  print 
hank  you"  down  by  the  taxes  owed 
c.  nor  does  the  iRS  offer  freciuent- 
1   bonuses.  But  anything  could 
ppen.  m 
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Witli  WaiLsau's  ACCURE'"  system,  our  claim  people  automatically  reduce 
workers  compensation  medical  bills  to  allowable  state  fee  schedules,  PFO 
rates,  or  reiisonable  and  customary  chiirges.  In  1992,  savings  averaged  20%. 
Efficient,  accTir^ite  medical  cost  iTuinagement. 
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Harold  Geneen  and  former  Senator  Charles  Percy  had 
no  idea  what  they  were  creating  when  they  gave  their 
young  ski  instructor  a  movie  camera  in  1949. 

Have  fun, 
make  a  living 


By  Seth  Lubove 

IT'S  A  WARM  June  Saturday  evening  in 
the  laid-back  beach  town  of  Hermosa 
Beach,  just  south  of  Los  Angeles.  A 
standing-room-only  crowd  is  packed 
into  a  screening  room  in  the  cluttered 
offices  of  Warren  Miller  Entertain- 


ment, their  eyes  glued  to  a  large  video 
monitor.  A  flickering  image — a  ski- 
er— appears  on  screen,  and  the  beach 
crowd  erupts  into  whoops  and  cheers. 

Tliis  is  an  early  preview  of  this  fall's 
Warren  Miller  film.  Black  Diamond 


Rush.  Warren  Miller?  If  you  havt 
heard  of  him,  you  probably  don't 
Or  windsurf,  snow  bf)ard,  bunj 
jump  or  do  other  heart-racing  spoi 

At  69,  Warren  Miller  is  the  J(i 
Huston,  Frank  Capra  and  Woody! 
len  of  ski  movies.  Released  every  I 
for  the  last  43  years  to  usher  in  the 
season.  Miller's  movies  star  fabul< 
mountains,  outstanding  professia 
and  amateur  skiers,  dogs,  prett\'  g 
and  stomach-heaving  stunts  >, 
headers — all  stitched  together  by  \ 
ler's  deadpan  narration  and  co 
jokes  and  puns.  For  avid  skiers 
Miller  film  is  like  the  first  dusting 
snow  in  the  mountains,  a  foretaste 
pleasures  to  come. 

"When  the  film  is  shown  in  the  f 
before  it  snows,"  jokes  Miller,  " 
the  same  as  showing  a  porno  film 
an  aircraft  carrier  six  days  out  of  por 

Unlike  porno  flicks  and  a  lot 
what  is  screened  at  the  local  mo 


I 

I 


LEFT  TO  RIGHT: 

Warren  Miller 
Entertainment's 
Warren  Miller, 
Kurt  Miller  and 
Peter  Speek 
"When  the  film 
is  shown  in  the 
fall,  before  it 
snows,  it's  the 
same  as  showini 
porno  film  on  ani 
aircraft  carrier 
six  days  out 
of  port." 
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cater  these  days,  a  Miller  film  is  fun 
r  the  whole  family.  But  like  porno 
nis.  Miller's  are  strictly  low  budget, 
hilc  Miller  has  a  lar-flung  crew  of 
■  11-  and  part-time  cameramen,  he 
II  writes  and  narrates  the  films  him- 
It.  Highly  paid  temperamental  stars? 
)rget  it.  Most  professional  skiers  beg 
appear  in  Miller's  films  for  no  pay 
cause  the  other  benefits — from  en- 
)rsements  to  fees  for  appearing  in  ski 
.^ort  competitions  to  just  plain  ego 
J  atification — are  so  great, 
w  (By  Holhwood  standards.  Warren 
'i  dller  Entertainment  Inc.'s  $5  mil- 
s!  Dn  in  annual  revenues  is  pocket 
'(  ange.  But.  by  keeping  prociuction 
[ists  low  and  by  sticking  to  his  niche, 
I  .iller  makes  money  more  consistent- 
than  many  high-profile  studios, 
luring  one  week  last  November, 
:  iller's  1992  release.  Steeper  and 
eeper,  was  ranked  by  Variety  as 
long  the  top  five  films  nationally  in 
rms  of  average  gross  revenue  per 
reen,  ahead  of  such  heavyweight 
ts  as  A  Leafjne  Of  Their  Own  and 
nder  Sie^e.  In  Australia  this  sum- 
er — it's  winter  there — Steeper  and 
eeper  grossed  more  per  screen  than 
y  feature  film  during  the  period, 
'  Juding  Aladdin.  About  500,000 
I  )ple  pay  to  see  Miller's  movies  ev- 
\  \  ear,  at  an  average  ticket  price  of 
0;  Miller  Entertainment  rents  out 
c  theaters  and  auditoriums  in  major 
arkets  where  it  screens  the  films,  so 
ticket  rexenues  flow  to  the  compa- 
.  Including  rent,  the  films  cost 
lOund  S3. 5  million  to  produce,  and 
;ar  perhaps  SI  million. 
In  addition.  Miller's  company  sells 
mc  100,000  videos  per  year.  These 
mg  in  another  S3  million  or  so  in 
\  cnue,  and  are  quite  profitable  be- 
usc  they  are  put  together  both  from 
otage  in  Miller's  huge  film  librar)' 
id  from  new  footage. 
But  this  storv'  isn't  just  about  mak- 
g  money.  It's  really  about  how  one 
an  found  a  way  to  finance  a  lifestyle 
at  he  wanted  to  live. 
Miller  grew  up  in  Hollywood,  en- 
tcd  in  the  Navy  during  World  War 
.  and  then  dropped  out  of  the  Uni- 
rsitv  of  Southern  California  to  be- 
>nie  a  ski  bum.  In  1949  Miller  was 
ing  in  a  tiny  house  trailer  in  the 
trking  lot  at  Sun  Valley,  Iciaho.  He 
ade  ends  meet,  barely,  as  a  ski  in- 
"uctor,  but  what  he  really  wanted  to 
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We  Get  a  Good 
Return  on  Our 
Investment- 


C'Gary  Meszaros 


The  Nature  Conservancy  takes  a  business  approach  to 
protecting  our  natural  world.  Each  day  in  the  U.S.  we  invest 
in  over  1,000  additional  acres  of  critical  habitat  for  the 
survival  of  rare  and  endangered  species. 

Through  creative  techniques  like  debt-for-nature  swaps,  we 
are  also  saving  millions  of  acres  of  tropical  rainforest 
throughout  Latin  America  and  the  Caribbean. 

On  these  protected  acres,  migratory  waterfowl  return  each 
year.  Trout  return  to  the  streams.  Antelope  return  to  the 
grasslands.  And  in  many  areas  plant  and  animal  species 
previously  driven  to  the  brink  of  extinction  are  returning  to 
their  native  habitats. 

Join  us,  and  make  an  investment  in  our  natural  heritage. 
Future  return:  isn't  that  what  investment  is  all  about? 


The  iMit 

NatureW^ 

Qonservancy 


Conservation  Through  Private  Action 
For  more  information,  call  toll-free  1'800'628'6860. 

(or  write  The  Nature  Conservancy,  Box  PSA,  1815  N.  Lynn  Street,  Arlington,  VA  22209) 


Warren  Miller 


do  was  make  movies  aLx)ut  skiing.  But 
he  couldn't  afford  a  good  camera. 

His  big  break  came  wiien  he  gave 
skiing  lessons  one  day  to  two  up  and- 
coming  young  Bell  &  Howell  execu- 
tives— Harold  Geneen,  later  the  ar- 
chitect ot'i  IT,  and  C^harles  Percy,  who 
became  chief  executive  officer  of  Bell 
&  Howell,  and  later  a  senator  from 
Illint)is.  After  hearing  about  Miller's 
moviemaking  cireams,  Geneen  and 
Percy  gave  him  a  $227,  16-millimeter 
B&H  camera,  as  a  kind  of  tip. 

That  year  Miller  produced  his  first 
film,  for  $400.  To  distribute  it  and 
several  that  followed,  Miller  lugged 
around  a  projector  and  an  amplifier  to 
any  ski  club  that  would  have  him. 
Until  1955  he  supported  himself  oft- 
season  by  hustling  up  odd  carpentiT 
jobs.  Quite  a  contrast  to  this  year, 
when  Miller  Entertainment  will 
screen  Black  Diamond  Rush  in  200 
U.S.  cities  and  8  foreign  countries; 
the  90-minute  film  will  be  undenvrit- 
ten  b\'  such  major  sponsors  as  Nissan, 
Anheuser-Busch  and  Visa.  The  mar- 
keting budget  alone:  $2  million. 

Theaters  aren't  Miller's  only  form 
of  distribution.  Thirtv-minute  epi- 
sodes of  Warren  Miller  films  are  regu- 
larly broadcast  over  16  regional  cable 
sports  network  channels  and  50  ski 
resort  cable  stations,  reaching  over  39 
million  television  households. 

As  the  business  grew.  Miller  began 
to  begrudge  the  time  he  had  to  spend 
on  administrative  details.  Finally,  in 
1984  he  sold  50%  of  his  firm  to 
concert  promoter  Eric  Chandler 
Ltd.,  with  an  option  to  cancel  the 
partnership  in  five  years.  That  let 
him  concentrate  more  on  filmmak- 
ing than  on  administration. 

By  the  fourth  year  of  the  partner- 
ship, howexer,  problems  arose.  Re- 
calls Miller:  'T  was  sitting  in  my  office 
and  the  guy  running  the  company 
here  said,  'Warren,  I  want  you  to  save 
the  first  week  of  August.  We'\e  hired 
the  best  voice  coach  in  California  for 
you.'  I  nodded  and  thought,  'After 
four  years,  is  this  the  whole  knowl- 
edge this  man  has  of  this  company.^' 
Hey,  anyone  can  impiwe,  but  I've 
been  told  that  my  \'oice  is  the  ke\'  to 
the  whole  thing.  I  don't  know  how  to 
act.  I'm  me." 

Millet's  response  to  his  partner's 
request?  "I  just  went  back  to  Maui 
and  went  windsurrtng." 


WARREN  NUU^ 


ABOVE: 

Miller  schusses 
the  slopes  in 
his  younger  days 
No  more  sleep- 
ing in  the 
parking  lot. 


LEFT: 

Warren  Miller 
Videos 
Exploiting 
decades  of  name 
recognition. 


When  the  partnership  agreement 
came  up  for  renewal  in  1989,  Miller 
and  Eric  Chandler  chose  to  sell  Miller 
Entertainment  to  Miller's  son  Kurt, 
now  33,  and  Kurt's  partner,  Peter 
Speek,  a  former  national  media  direc- 
tor for  the  Stroh  Brewing  C"o. 

The  younger  Miller  may  not  have 
struggled  to  build  a  business,  as  his 
father  did,  but  he's  a  plenty'  shrewd 
negotiator.  For  example,  on  a  skiing 
vacation  in  Sun  Valley  in  1984,  both 
Millers  were  tuned  into  a  local  cable 
T\'  channel  when  unauthorized  clips 
of  Miller's  films  appeared.  While  the 
elder  Miller  seethed,  the  younger 
Miller  paid  a  visit  to  the  programmer 


of  the  show.  He  offered  the  statio 
professionally  edited  tape  in  return 
a  share  of  the  advertising  reveiu 
That  deal  was  the  first  of  the  ca 
syndications. 

Kurt  Miller  and  Speek  have 
plans  for  exploiting  the  decades 
name  recognition  tiiat  Miller  has  b 
up  within  the  skiing  communiiy, 
lumbia  TriStar  Home  Video  sigi 
up  the  little  firm  in  1991  for 
unusually  large  30-video  deal  t 
also  includes  reissuing  several  of  ^ 
ler's  earlier  films  (Lorimar  had  prt 
ously  handled  distribution).  The 
pays  $2  million  upfront,  plus  a  sh 
of  the  profits  after  the  distribu 
recoups  its  costs. 

Besides  the  traditional  skiing 
cos.  Miller's  name  is  now  on  fil 
about  windsurfing,  auto  racing,  bi 
gee  jumping  and  other  daredi 
sports.  Says  Paul  Culberg,  the  cl 
operating  officer  of  Columbia  TriS 
Home  Video:  "Our  goal  is  to  expa 
the  brand  name  beyond  just  skiing, 
people  begin  to  think  of  Wan 
Miller  as  the  definitive  outdoor  sp( 
ing  filmmaker." 

In  the  works  is  a  deal  for  a  feati 
film  about  skiing  with  Hollyx\'o 
producer  Laurence  Mark,  for  wht 
they  did  a  skiing  scene  in  Mar 
feature  film  True  Colors.  With  a  rej. 
tation  for  being  able  to  prodi 
cheaply  and  quickh'  under  harsh  cc 
ditions.  Miller  Entertainment  is  ev 
pitching  itself  as  a  producer  of  co 
mercials:  The  firm  has  done  an  ad 
Contadina,  as  well  as  providing  stc 
footage  for  other  commercials. 

But  Miller  and  Speek  have  no  ci 
rent  plans  to  license  the  Warren  Mil 
name  within  the  ski  industry'.  Thi 
w  ill  be,  they  insist,  no  Warren  Mil 
lines  of  ski  clothing,  ski  poles,  skis 
ski  schools.  The  Millers  and  Spc 
believe  such  licensing  would  cheap 
the  Warren  Miller  name  and,  lont 
term,  dilute  what  the\'  alread\'  have 

Tan  and  fit  and  looking  15  ye. 
younger  than  his  age.  Miller  nc 
leads  something  of  a  fantasy  life.  1 
spends  summers  u  indsurfing  in  Mi 
with  his  fourth  wife,  Laurie,  48.  Wi 
ter  finds  him  based  in  Vail,  where 
holds  court  with  such  celebrit)'  skit 
as  Gerald  Ford,  Jack  Kemp  and  ]o  \ 
Sununu.  'T'U  continue  as  long  as  i 
fun,"  he  says.  "'When  it  gets  so  it'ij 
pain  in  the  ass,  then  I'll  quit." 
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A  t  PARKER  DUOFOLD 


The  New  Duofold  Pearl  and  Black  Roller  Ball,  $185.  •LIFETIMEG  UARANT  E  E  D  •  For  more  information  call  us  at  1-800-BEST  PEN. 

MARSHALL  FIELD'S  •  WOODWARD  &  LOTHROP  •  BLOOMINGDALE'S 


Brazilians  say:  We  are  the  country  of  the  future— and  always  will  be. 
But  a  lot  of  foreign  investors  are  betting  that  the  future 
is  finally  here.  Will  they  lose  their  shirts? 

The  sick  man 
of  Latin  America 


By  Joel  Millman 

Hhrnan  Blic:hi,  the  architect  of 
Chile's  spectacular  1980s  reform,  is 
addressing  a  gathering  of  brokers  and 
investment  bankers  in  New  York.  No, 
he  assures  his  audience,  he  is  not  a 
candidate  for  Chile's  presidency — a 
job  he  almost  won  three  years  ago. 
"My  dream  job  is  to  be  finance  minis- 
ter of  Brazil,"  he  says,  breaking  into  a 


wicle  smile.  "Fixing  that  countr)' 
would  be  a  miracle." 

Having  played  a  big  role  in  C^hile's 
emergence  from  stagnation  to  a  mod- 
el of  economic  growth,  Biichi  knows 
something  about  economic  miracles. 
His  skepticism  about  Brazil's  ability 
to  stage  one  is  shared  by  many  others. 
A  few  weeks  later  Arniinio  Fraga,  a 


former  director  of  Brazil's  ceni 
bank  now  working  for  George  Sor 
is  add;'essing  a  similar  gathering, 
seriousness,  Fraga  calls  himself  a  c: 
tious  optimist  but  warns:  "I'm  rej 
afraid  that  time  is  running  out 
Brazil." 

Brazil,  the  sick  man  of  Latin  Amc 
ca,  seems  to  be  getting  sicker,  i 


liAross*i«f 


■WbMJW.i      11       is  ■' 

PATWMONIO  DA  NflPflO  £  DO  POVO 


CUT  SP 


Steelworkers  pi .^ji  iiiunm  b  pri^dLizioiiuii  ui  bdO  Pauio  s  Ccsipa  workb 

Despite  losses  of  $1  million  a  day,  vested  interests  kept  Cosipa  in  state  hands. 
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The  Small  Batch  bourbon  Story. 

HISKEY  AS  IT  USED  TO  BE.  WHISKEY  AS  IT  WAS  MEANT  TO  BE 

The  roots  of  small  batch  bourbon  go  back  through  several  generations.  To  a  time  when  each  family  had  its  own  recipe  that  was 
dainstah'ngly  distilled  in  small  batches.  ^  Today,  small  batch  bourbons  stand  above  other  bourbons  because  they  're  still  made  the 
same  way  —  in  small  batches  using  time-honored  recipes  that  ensure  distinct  flavor  and  character  ^  TheKentucky  Bourbon  Circle 
Teeis  out  exemplary  bourbons  —  those  with  one-of-a-kind flavor,  body  and  smoothness.  To  help  acquaint  you  with  a  few  of  the  finest, 
we  provide  this  guide.  But  please  keep  in  mind  that  with  bourbon  this  exceptional,  what  matters  most  is  your  personal  taste. 


Booker  Noe,  grandson  of  Jim  Beam, 
makes  the  absolute  best  bourbon  you'll 
ever  find.  It  is  called  simply  Booker's 
Bourbon,  and  until  recently,  was  reserved 
for  his  private  stock. 

Booker  ages  his  bourbon  six  to  eight 
years.  Only  when  the  bourbon  meets  his 
personal  taste  test  is  it  bottled  by  hand, 
straight  from  the  barrel,  uncut  and 
unfiltered,  at  its  natural  proof  of  121 
to  127.  You'll  find  the  bourbon's 
precise  age  and  proof  hand-stamped 
on  the  bottle. 

We  suggest  you  en-^^^ 
joy  Booker's  straight 
or  as  Booker  does, 
"over  ice  or  with  a 
splash  of  branch  water." 


Master  Distiller 
Booker  Noe. 
,  ^ramlson  of 

venerable 
Jim  Beam. 


Knob  Creek  is  a  rare  bourbon  named 
after  a  tiny  stream  flowing  deep  in 
the  Kentucky  hills.  It  offers  a  full 
flavor  mellowed  by  nine  years  of 
aging  in  specially  charred  barrels. 

During  those  nine  years,  the 
bourbon  "marries" 
with  the  caramelized 
oak  sugars  beneath 
the  barrel's  charred 
inner  surface,  bless- 
ing it  with  a  rich. 

At  the  cooperate, 
amber  color,  white  oak  barrels 

^■r^J^  are  slo-wly  seared 

a  perfect  balance    then  flash-fired 

for  deeper,  more 

to  the  robust  flavor  of  the  grain.  enriching afrinfr. 

Easing  the  cork  from  a  bottle  of  Knob  Creek 
leads  you  to  deep,  rich  flavor  followed  by  a  deli- 
ciously  warm  afterglow-a  sign  of  exquisite  bourbon. 


iky  straight  bourbon 

WHISKEY 

-  PROOF  1  00  I 


When  Basil  Hayden  began  distilling 
urbon  in  1796,  he  probably  did  not 
ow  that  he  was  founding  a  two-century 
acy.  But  his  recipe  calling  for  more 
all  grains  (rye  and  barley)  delivers  a 
:et,  light  flavor  that  many  of  today's 
urbon  drinkers  favor  as  the  mark 
a  fine  whiskey. 

Eight  years  of  aging  mellows 

I this  fine  bourbon  before 
it  is  hand-bottled  at  a 
kindly  80  proof.  If  you 
i    are  new  to  small  batch 
bourbon  or  simply  enjoy 
a  light-bodied  whiskey, 
Basil  Hayden's  delivers 
just  what  you're 
looking  for. 


BO 


'J  Hayden's 
a  higher 
mtage  of 
'I  grains  (ry 
harky)  for 
•ter flavor 


Baker  Beam  believes  that  bourbon 
secrets  are  better  sealed  into  bottles  than 
spilled  into  print.  So  we  could  only  pry 
out  of  him  one  family  secret  that  goes 
into  Baker's  famous  bourbon.  And  that's 
the  strain  of  jug  yeast  developed  long 
ago  and  carefully  maintained 
all  these  years. 

Baker's  particular 
strain  of  yeast  helps 
produce  a  full,  balanced 
,,  flavor  that  softens  and 

y  he  generation  i -o/a 

straw  of  jug  yeast  ^^tures  through  seven 

that  Baker  keeps  ^ 
'fhome'""'"'      y^^''^  °f 

cover  more  of  Baker's  bourbon  secrets, 
let  just  a  touch  sit  on  your  tongue, 
savor  it  with  water  or  enjoy  it 
however  you  take  your  bourbon. 


BAKEl^ 


Join  the  Kentucky  Bourbon  Circle  and  receive  our  newsletter  covering  events,  reviews  and  the  history  of  ultra-premtum  bourbons. 
Just  send  your  name  and  address  to:  Kentucky  Bourbon  Circle,  P.O.  Box  One,  Clermont,  KY  40II0-000I.  Open  to  people  age  21  or  older. 
MAKli  Ri:SPONSIBILITY  PART  OK  YOUR  KNJOYMF.NT.  Small  Batch  Kentucky  Straight  Bourhon  Whiskeys  ©1993  Kentucky  Springs  Distilling  Co., Clermont,  KY. 


Bog  Creek  Farm  may  not  be  Yellowstone,  but  the  mere  fact  yo 
can  be  here  at  all  is  beautiful  to  contemplate.  It  was  once  one  of  tl" 


ations  worst  hazardous  waste  sites, 
t  s  also  one  of  10,000  weVe  cleaned  up. 


RUfT  International  Inc 

A  WMX  Technologies  Company 


1993  WMX  Icchnologio.  Inc. 


Brazil 


Sao  Paulo's  impressive  skyline 
IS  a  monument  to  a  half-century 
of  development 

With  35%  of  the  continent's 
gross  output  of  goods  and  se^ 
vices,  Brazil  is  easily  Latin 
America's  richest  country. 


better. 

With  7  million  people,  Rio  de  Ja- 
neiro is  growing  by  140,000  people  a 
year.  Yet  Telerj,  the  local  subsidian,'  ot 
state-owned  Telebras,  has  suspended 
the  installation  of  lines  to  sen'e  new 
customers.  It's  too  expensive.  Since 


rates  are  kept  artificially  Iq 
by  the  goxernment,  TeH 
loses  about  $300  per  inst^ 
lation.  S<j  millions  of  C^ari 
cas  go  without  telephoj 
service. 

A  parallel  free  mark 
tries  to  make  up  for 
official  market's  failings 
Rio  (and  practically  evei| 
where  else)  an  establish* 
"Bolsa     de  Tclefone 
openly  advertises  the  pric 
of  line  swaps  througho 
tiie  city.  (People  with  ext 
lines,  or  people  movii 
from  one  part  of  the  city 
another,  will  call  the  Bo 
looking  for  a  swap.)  (j 
Rio's  Bolsa  you  can  cu 
rently  buy  a  line  for  cag 
another  informal  exchan 
buys  and  sells  blocks 
shares  in  Telebras,  the  tel 
communications  giant,  which  cl 
tomarily  issues  a  few  shares  with  eve 
line  installed.  Telerj  tolerates  the 
sales  because  it  knows  it  can't  ser\ 
its  customers.  At  least  with  this  unot 
cial   pricing  system,   the  axailab 
phones  are  allocated  according 


Beliiticl 
tke 
successful 
investor... 


To  achieve  your  financial  goals,  you  need  invest- 
ments that  work.  And  no  one  works  for  your  success 
like  Twentieth  Century  Muttial  Funds.  Our  analysts 
and  portfolio  managers  continually  monitor  more  than 
10,000  stocks  around  the  world,  as  well  as  a  wide 


variety  of  government,  agency  and  investment-gr. 
corporate  bonds.  Only  those  that  meet  our  time-tf 
criteria  are  included  in  our  mutual  fund  portfolios 

Over  the  past  35  years,  our  disciplined  fund 
management  has  paid  off  for  our  investors.  We'd  1 


ir  economic  value. 
l-\  cn  w  here  official  poli- 

is  meant  to  encourage 
\are  enterprise,  an  un- 
1\  alliance  of  trade 
ions,  bureaucrats  and  pa- 
■nage-loving  politicians 
en  combines  to  frustrate 
;  policy.  In  the  resulting 
npromise — the  Brazil- 
s  have  a  word  for  it,  jei- 
^ho,  the  quick  fix — the 
ds  get  reshuffled,  but  the 
>ic  deck  doesn't  get 
inged. 

Take  the  case  of  cellular 
ephones.  The  decision 
s  made  by  the  congress 
'open  the  business  to  pri- 
e  companies.  The  un- 
ly  alliance  objected, 
inting  out  that  the  Bra- 
an  constitution  resen'es 
^communications  to  the 
te.  The  resulting  jeitinho  permitted 
vate  licenses  but  also  gave  the  state 
npanies  the  right  to  compete.  The 
gered  compromise  was  challenged 
'  court  by  telecommunications 
•rkers  unions.  As  a  result,  after  r\vo 
irs  there  are  still  no  private  cellular 


systems  in  Brazil — and  a  state  system 
is  only  getting  started. 

Thus,  despite  attempts  to  free  the 
economy,  state  corporations  contin- 
ue to  dominate:  Almost  40%  of  GNP  is 
in  the  public  sector. 

So  pervasive  is  state  control  of  the 


Rio  de  Janeiro's 
Favela  Santa  Marta  is  a 
monument  to  Brazilian  poverty 
But  with  more  than  100  mil- 
lion living  in  misery,  Brazil 
is  also  Latin  America's 
poorest  nation. 


.v.tnere's 
a  mutual 


funJ^ 


tkat 


'k  for  you.  For  more  complete  information 
our  family  of  no-load  mutual  funds,  including 
cs  and  expenses,  call  for  your  free  information 
d  prospectus.  Please  read  the  prospectus 
illy  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

Ask  for  extension  5438 


©  1993  Twentieth  Century  Services,  Inc 
FBS/5438/PKT/WPKT 


Investments  That  Work' 


i>i  azil 


Selling  wares  from  sandals  to  imported  Scotct"!,  street  vendors  thrive  in  Rio 

But  high  taxes  and  32%-peMnonth  inflation  cripple  Brazil's  formal  economy. 


economy  that  many  ot  thc  shares  that 
trade  on  the  stock  exchanges  repre- 
sent a  minority  interest  in  state- 
owned  companies.  Two-thirds  of  the 
Rio  cie  Janeiro  and  Sao  Paulo  bolsas' 
daily  volume  is  accounted  for  by 
shares  of  such  companies.  The  state 
companies  themselves  are  big  inves- 
tors, much  of  the  trading  xolume 
coming  from  pension  funds  of  state 
companies. 

On  the  rare  occasions  a  company  is 
"■privatized,"  the  buyer  is  often  a  state 
company's  pension  fimd;  in  Brazil 
both  public  and  private  pension  funds 
are  required  to  ha\  e  a  minimiun  25% 
of  their  assets  on  the  bolsa. 

State  banking — nearly  100  separate 
institutions — is  another  morass. 
State-controlled  are  the  central  bank, 
the  national  development  banks,  the 
regional  banks  and  banks  of  each  of 
Brazil's  26  states. 

In  order  to  sen  ice  the  state's  debt, 
state -owned  banks  otfer  attractive 
rates  of  return  on  deposits,  which  are 


eagerly  snapped  up  as  hedges  against 
Brazil's  raging  inflation.  "We  know 
the  state  will  not  let  them  go  bank- 
rupt, and  they  pay  a  premium,"  ex- 
plains Daniel  Dantas,  an  economist  at 
Rio's  Icatu  Bank.  "So  one  bank  lends 
to  the  other.  If  Bradesco  (Brazil's 
number  one  private  bank)  lends  to 
Banespa  (the  state  of  Sao  Paulo's 
bank),  exposure  is  zero.  The  govern- 
ment couldn't  afford  to  let  either  one 
of  them  go  bankrupt.  No  risk,  just 
money  to  be  made." 

During  election  years,  local  politi- 
cal machines  issue  high-yield  certifi- 
cates of  deposit  to  finance  their  candi- 
dates' campaigns.  Once  in  power,  the 
winners  "discover"  their  banks  can- 
not honor  the  terms.  But  they  can 
lobby  Brasilia  for  a  bailout.  More 
jeitinho. 

The  system  makes  a  banker's  life 
incredibly  easy.  He  can  lend  money  to 
a  state  company  at  a  good  interest 
rate,  secure  in  the  knowledge  that  the 
state  will  bail  the  company  out  even  if 


•  it  is  massively  in  the  red.  "Accordi 
to  the  constitution,  a  state-own 
company  cannot  go  bankrupt,"  < 
plains  Eduardo  Modiano,  architect 
Brazil's  privatization  program, 
gives  confidence  to  investors,  but  i 
a  false  idea.  There  is  not  going  to 
any  individual  bankruptcy,  but  Br: 
altogether  can  go  bankrupt." 

An  additional  drawback  of  the  s 
tern  is  that  it  tends  to  crowd  out  a 
make  credit  expensive  for  small  bi 
ncss  people  (sec  box,  p.  123). 

A  system  like  this  sharpens  the  \^ 
in  some  ways.  Not  even  Wall  Str 
can  beat  the  Brazilians  when  it  con 
to  thinking  about  fancy  financi 
schemes. 

Take  Sao  Paulo's  state  power  ut 
tv',  the  Companhia  Energetica  de  J' 
Paulo,  or  c:hsi\  CEsr  has  spent  nn 
than  $2  billion  erecting  two  nev\' 
droelectric  plants,  but  CESP  can't  [ 
for  the  foreign  turbines  it  has  order 
Trouble  is,  CESP  is  strapped.  Elect 
power  rates  in  Brazil  are  set  at  art 
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ALL  LUXURY 

4'WHEEL  DRIVES 

COME    WITH  CONVENIENT 

SWING  OUT  DOORS. 

SOME    ARE    JUST    HARDER    TO  OPEN. 


The  1993  Isuzu  Troope 


The  not-so-convenient  competition 


Is  it  us  or  are  doors  supposed  to  open  li\e—weU,  doors?  French  doors,  \itchen  doors, 
the  rear  doors  on  the  Isuzu  Trooper?  Grah'With'oneAiand'and'Open'easily  doors  that  give  you 
quic\  access  to  split  folding    ^  /TTTHHBlPilk     ^^'^'^  seats'  and  over  90  cubic  feet 
of  cargo  space.  Still,  no  other 


the  convenience  of  70/30 
it  is  just  us  after  all. 


luxury  four-wheel  drive  offers 
split  doors.  Hmm,  guess 
(800)  726-2700. 


ISUZU 


Practically//!  mazing 


LEAPERSHiP  15  BEING  SUCCESSFUL  FOR  125  S'EARS. 

These  days,  especially  in  the  financial  wortd,  a  company  that's  a  century  and  a  quarter  old  is 
obviously  doing  the  right  things.  MetLife  was  founded  in  1868  and  since  then  we've  become  the 
largest  issuer  of  life  insurance  in  North  America  (face  value  $1.1  trillion).  We  have  S6.6  billion  in 

lotal  capital,  S150.3  billion  in  assets  under  management,  and  in  1992  paid  out  $31.2  billion  to 
policyholders  and  beneficiaries.  Nothing  succeeds  like  success. 

eETMET.ITPAVS: 

MetLife 


SNOOPY:  f  1958.  Unuec  Peaiure  Synd^caie.  tnc 


©  1993  Metropolitan  Life  Insurance  Co,  NX  NY 


Jly  low  le\els — about  half  tlieir 
73  level — as  a  subsidy  to  Brazilian 
Justn'. 

So  CESP  hasn't  any  profits  to  use  for 
yments,  nor  can  it  borrow:  The 
nstitution  limits  chsp's  le\erage. 
ith  its  stock  trading  on  the  bolsa  at 
%  of  book,  an  equit}'  offering  is  also 
t  of  the  question. 
Jeittuho,  the  quick  fix. 


CESP  is  issuing  something  called 
Ceitificados  a  Termo  de  Energia, 
what  Sao  Paulo  financiers  are  calling 
"megawatt  fi.itures."  Sold  by  the 
megawatt-hour,  they  are  being  mar- 
keted as  hedges  against  the  next  elec- 
tricity' rate  hike,  which  is  likel)'  to  be  a 
whopper.  For  S50  per  megawatt- 
hour,  industrial  consumers  can  buy 
CESP  fiitures.  After  12  months  the 


paper  becomes  a  x'oucher  for  energ}'^ 
use.  Or  the  fijtures  can  be  held  anoth- 
er year  and  be  redeemed  at  fiall  value, 
plus  18%  interest  per  year.  Insurance 
companies  and  pension  funds  will  be 
able  to  buy  the  fiitures  and  sell  them 
on  the  secondary'  market. 

Tomas  Sa,  the  director  of  Sao  Pau- 
lo's Banco  Patente  who  helped  design 
the  scheme,  says  that  if  the  electricity 


9U  think 

m  got  problems? 

\NS  pR.\YON,  vice  presi- 
nt  ofCia.  Hering,  a  113- 
ir-old  Brazilian  textile 
m  in  the  southern  city  of 
[Umenau,  drives  to  work 
rough  lush  emerald  hills, 
St  \  ineyards  and  Bax  ar- 
.\  chalets.  Mountain  mists 
|d  tropic  sunshine  com- 
hc  to  throw  up  rainbows 
)und  each  turn. 
But  when  he  gets  to 
)rk  he  confronts  prob- 
nis  that  American  exec- 
ves  rarely  face.  Selling 
eap,  light  clothing  in 
or,  hot  Brazil  should  be 
;y.  But  cotton  produc- 
n  has  died  with  the  bru- 
drought  in  Brazil's 
rtheast,  drying  up  raw 
iterials;  training  work- 
is  expensi\  e  and  time- 
nsuming.  Brazil's 
ig-protected  economy 
:ans  distribution  is 
nerally  inefficient  and 
stefiil.  "It  takes  30 
\'s  to  get  a  shirt  to  the 
ires  sometimes,"  he 
hs.  "By  that  time  the 
)duct  costs  more  here 
m  it  does  in  the  States." 
Then  there's  inflation, 
ming  at  a  rate  of  32%  a 
mth.  The  continent's 
gest  producer  of  knit 
•ments,  Cia.  Hering 
>  lost  money  the  past 
ee  years.  "Here,"  says 
lyon,  "retailers  can't  get 
dit  like  industries  can. 
we  end  up  financing  ev- 
'  one  of  our  buyers." 


That  means  30 -day  fi- 
nancing at  rates  of  up  to 
50%  for  thousands  of 
buyers,  each  link  in  the  dis- 
tribution chain  passing  its 
finance  costs  on  to  the  next. 
With  state  and  federal 
taxes  tacked  on  with  each 
transaction,  by  the  time 
one  of  Hering's  $1  shirts 
reaches  a  major  depart- 
ment store  it  may  cost  as 
much  as  S8  in  cruzeiros, 
almost  the  price  of  the  T 
shirts  sold  abroad. 

Cia.  Hering  enjoyed 
sales  of  $300  million  in 
both  1988  and  1989,  the 
two  years  leading  up  to  the 
recession,  just  15%  com- 
ing from  exports.  Sales  have 
shrunk  to  under  $250 
million,  and  a  doubling  of 
the  still  small  export  seg- 


ment has  been  a  lifesaver. 

If  you're  betting  Brazil 
can  shed  its  precapitalistic 
ways,  Hering's  stock  is  a 
bargain.  It  trades  on  the 
Sao  Paulo  and  Rio  stock 
exchanges  at  just  10%  of 
book,  for  a  market  value 
of  $100  million.  "There's 
no  liquidity,"  Prayon 
complains.  "If  you  get  35% 
interest  at  the  banks,  who 
is  going  to  buy  our  shares.'" 

What  may  save  Hering 
is  the  outside  world's  new 
interest  in  investing  in 
Brazil.  In  1992  it  became 
the  first  private  Brazilian 
company  to  test  die  Euro- 
bond market,  issuing  $50 
million  in  notes.  Mean- 
while, it  is  exporting  its 
own  expertise,  this  year 
breaking  ground  on  a 


Hering  textile  mill 

in  Blumenau  (top); 

Cia.  Hering's  Hans  Prayon 


$42  million  factory  in 
Spain,  servicing  custom- 
ers such  as  Euro-Disney  in 
Paris,  major  German  de- 
partment stores  and  mail- 
order outlets.      -J.M.  ■■ 
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ami ca/leil /ler^ mot/ier:^^ 


ni  alwaj's  remember  that 
face.  The  smile  bordering  on 
a  tear.  Silence  as powerfid 
as  music.  Eyes  as  lively  as  the 
diamond  I  nervously  slipped 
on  her  finger  And  now  "^^^ 
that  we  have  come  so  Jar 
together,  perhaps  now  is  the 
moment  to  celebrate  that  love, 
once  again,  with  a  diamond 
as  exceptional  as  our  hve. 


Excepthnd  iwman,  i 
Exceptional  diamond- 


|)eBeers, 


Brazil 


mile  each  diamond  is  unique, 
imond  of  two  carats,  or  more, 
'.rticularly  rare.  Fewer  than  one 
ent  of  American  women  will  ever 
ish  one.  If  you  are  considering  an 
irtant  diamond  gift for  your  wife, 
this  ring  featuring  a  brilliantly 
\55-carat  center  stone,  learn 
It  cut,  clarity,  color  and  carat 
'ht.  Known  as  the  ^s,  they  are 
■guide  to  a  diamond's  quality 
mlue. 

The  Fire.  Within. 
'n  a  diamond  is  cut  to  proper 
K>rtions,  light  is  reflected  from  o 
'  to  another  and  dispersed  thro 
op  of  the  stone. 

ity.  Nature 's  Fingerprint. 
diamonds  contain  tiny,  natural 

^marks  called  "inclusions^  The 

r  and  smaller  tlie  inclusions,  the 

l\ey  interfere  with  the  passage 

rht. 

)r:  Like  Spring  Water 
nonds  boast  an  infinite  range  of 
X  The  totally  colorless  diamond, 
?.ver,  allows  white  light  to  pass 
igh  it  effortlessly,  dispersed  as 
bows  of  color 

2t  Weight,  Carob  Tree. 
word  "carat  "originated from 
b  tree  seeds.  Diamonds  were 
'tionally  weighted  against  these 
.■  until  one  carat  was  starul^irdized 
le  fifth  of  a  gram. 

1-800-858-7110. 

iveyour  complimentary  bwchure 
the  name  of  an  expert  diamond 
kr  near  you. 


Eduardo  Modiano,  architect  of  Brazil's  privatization  program 
"A  state  company  cannot  go  bankrupt,  but  Brazil  can." 


futures  sell,  then  CESp's  parent,  Ele- 
trobras,  may  also  issue  fiitures,  as  will 
the  National  Water  Works,  the  Sao 
Paulo  Railroad  and  a  dozen  more 
state-owned  industries. 

With  so  many  oddball  financing 
schemes  around,  even  the  country's 
top  economists  are  no  longer  sure 
how  much  internal  debt  the  govern- 
ment is  grappling  with.  The  most 
widely  used  estimates  run  from  $70 
billion  all  the  way  up  to  $120  billion. 
Big  chunks  of  that  debt  lie  scattered 
like  land  mines  on  the  balance  sheets 
of  billion-dollar  companies  like  Petro- 
bras  and  cesp,  ready  to  explode. 

Privatization  architect  Modiano, 
now  a  private  consultant,  is  hopeful 
that  the  era  of  jcitinho  has  run  its 
course  and  the  civil  war  between  Bra- 
zil's public  and  private  sectors  may  at 
last  be  drawing  to  an  end.  The  same 
constitution  that  decrees  profitability' 


for  the  state  is  to  be  rewritten,  starting 
in  October  with  a  national  debate  that 
many  expect  to  pave  the  way  for  a 
comprehensive  privatization.  "Stra- 
tegic" monopolies  the  state  enjoys  in 
telecommunications,  banking  and 
mining  are  to  be  reevaluated. 

Investors  are  betting  heavily  that 
this  will  happen.  Petrobras,  the  state 
oil  monopoly,  has  seen  its  share  price 
rise  174%  in  the  last  12  months,  on 
speculation  fueled  by  rumors  of  price 
hikes  on  things  like  gasoline  and  pro- 
pane for  cooking  stoves,  and  some 
politicians'  tepid  comments  from 
Brasilia  that  Petrobras  may  one  day  be 
privatized. 

For  years  prices  have  been  kept 
down,  as  a  way  to  dampen  Brazil's 
raging  inflation,  depriving  Petrobras 
of  billions  in  revenues.  The  state  re- 
quires— as  a  populist  measure — Pe- 
trobras to  sell  its  products  at  prices 


diamond  is  forever: 
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Ask  any  major  automaker  about  the  state  of  the  art  in 
wheel  hearings,  and  you'll  be  directed  to  the  quaint,  quiet 
town  of  AltaVista,  Virginia.  Here  in  the  foothills  of  the  Blue 
Ridge,  Tl"ie  Timken  Company  has  built  the  most  advanced 
bearings  manufacturing  phint  in  the  world. 

The  operation  is  completely  computerized.  In  an 
industry  where  standard  turnaround  time  is  24  hours,  the 
plant  can  produce  finished  bearings  in  just  ten  minutes. 


Computer-controlled  lasers  can  change  the  dimensic 
of  the  bearings  in  increments  of  a  millionth  of  an  in 

With  such  speed  and  precision,  all  bearings 
made  to  order.  No  warehousing  of  inventory  is  necess 

The  management  ot  the  plant  is  as  advanced  as 
machinery.  Employees  are  self-directed.  Production  te;- 
are  self-managed.  Foremeii  and  supervisors  do  not  ex 

Even  more  amazing,  recniiting  such  responsible  1 


V  I  R  G 


rkers  was  no  problem.  The  plant  received  2,700 
blications  for  its  27  openings. 

And  much  of  the  training  was  provided  free  by  the 
rginia  Department  of  Economic  Development.  The 
partment  recaiits  trainees,  arranges  training  facilities 
d  conducts  training  programs  for  any  new  or  expanding 
piness.  Since  1966,  more  than  100,000  workers  have 
fen  trained  for  more  than  1,000  companies. 


_  InThisTowtt^  It  Takes 
i  Just  10  Minutes  Tb 
Do24HoursOfWork. 


The  Timken  Company  also  benefits  from  its  Virginia 
location.  Half  the  nations  population  and  manufacturing  - 
including  the  auto  maufacturers  of  the  Midwest  -  are  within 
500  miles  of  the  state.  Six  interstates,  14  commercial  airports 
and  major  north-south  and  east-west  railways  supply  the 
plant  with  parts  and  its  customers  with  prcxluct. 

For  overseas  delivery,  The  Timken  Company  can  rely  on 
ntmstop  and  direct  flights  from  Washington  Dulles 
International  Airport  to  27  international  destinations. 
Through  the  Ports  of  Hampton  Roads,  it  can  ship  bearings  to 
270  ports  in  100  different  countries. 

All  of  which  help  the  Altavista  plant  perform  as  smoothly 
as  the  pre-adjusted,  pre-greased,  pre-sealed  bearings  it  makes. 

Your  plant  could,  too.  Just  call  or  clip  the  coupon.  We'll 
show  you  the  way. 


I 

Name  _ 
Title 


Company  _ 
Address 


City, 


State 


Zip. 


April  Young,  l")irector,  Department  of  Economic  Development,  P.O.  Box  798,  Richmond, 
Virginia  23206-0798. 

1'804'371'8202 

I  


1  N 


I  A 


Brazil 


well  below  world  levels.  Keal  privati- 
zation would  not  only  permit  Petro- 
bras  to  operate  more  efficiently  but 
would  also  permit  the  company  to 
raise  prices.  The  result  would  be  a 
huge  surge  in  profitabilit)'.  Rut  it 
hasn't  happened  yet. 

Thus  constitutional  reform,  already 
the  subject  of  bitter  debate  a  year 
before  Brazil's  presidential  elections, 
holds  enormous  potential  for  all  of 
Latin  America.  A  Brazilian  boom 


would  overshadow  even  Mexico's 
newfound  prosperity.  It  would  help 
spread  prosperity  throughout  the 
continent,  with  Argentina,  Chile, 
Venezuela,  Peru  and  Colombia  all 
cashing  in. 

Will  it  happen?  Brazil  could  squan- 
der this  opportunity,  exerci;>ing  jei- 
^^'w^fj  instead  of  discipline.  Conditions 
could  even  get  worse,  postponing  for 
perhaps  another  generation  the  true 
reform  so  many  have  been  long- 


ing for. 

Cienerations  of  corruption  at 
compromise  have  made  Brazilia 
cynical.  Thus  no  one  expects  a  nej 
clean-cut  solution.  Icatu's  Dani 
Dantas  sees  the  selloff  of  state  entc 
prises  as  inevitable,  but  he  expects 
long,  nasty  struggle.  "I  don't  thii 
we  can  have  anything  but  a  gover 
ment  that  is  not  good.  The  or 
choice  now  is  to  have  a  small  one 
hope  we  are  on  our  way."  I 


Buy,  buy  Brazil^ 

Wii.i  iNG  TO  take  a  chance 
on  the  Brazilians'  getting 
their  economic  act  to- 
gether? Itidividual  foreign 
investors  are  restricted  to 
buying  Brazil  thrt)ugh  mu- 
tual funds  or  through  five 
ADRs  currently  available  in 
the  U.S.  Institutions  can 
buy  directly  through  U.S. 
or  Brazilian  brokers. 
With  over  160  actively  trad- 
ed stocks,  investors  have  a 
wide  range  to  choose  from, 
including  private  corpo- 
rations, state  utilities  and 
multinationals. 

Roger  Ian  Wright, 
head  of  equities  at  Sao  Pau- 
lo's Banco  de  Investi- 
mentos  Garantia,  likes  a 
mix  of  state,  private  and 
foreign-owned  shares.  The 
market  is  volatile,  warns 
Wright,  and  not  for  the 
fainthearted.  'T'm  saying 
these  are  the  picks  at  the 
end  of  August  1993,"  he 
smiles.  "But  in  general 
stocks  are  very  cheap 
right  now,  and  there  are 
some  excellent  compa- 
nies to  choose  from." 

He  likes  the  telephone 
company,  Telebras,  of 
course  (Forbes, 4), 
soon  to  be  an  NYSE -traded 
ADR  and  a  prime  candi- 
date for  privatization.  Tele- 
bras  controls  26  "baby- 
Tele"  subsidiaries  around 
the  countiy. 

Among  the  state - 


owned  utilities,  Wright 
likes  Cemig,  the  power 
company  of  the  state  of  Mi- 
nas  Gerais,  which  came  to 
the  U.S.  in  adr  form  this 
spring.  Among  the  for- 
eign multinationals  he's 
high  on  is  Souza  Ouz, 
the  $2  billion  subsidiary  of 
B.A.T  Industries  recently 
trading  at  just  ten  times 
earnings. 

A  lot  of  fund  managers 
like  commodity  stocks,  like 
CVRD,  the  world's  biggest 
exporter  of  iron  ore,  or  Bra- 
zil's big  pulp  and  paper 
stocks.  Wright  likes  Ara- 
cruz  Celulose  S.A. 
among  the  pulp  stocks;  the 
drop  in  world  paper 
prices  has  dropped  its  ADRs 
to  just  60%  of  book, 
which  suggests  heft)'  earn- 
ings after  a  turnaround. 
He  suggests  tin  producer 
Paranapanema,  selling  at 
just  seven  times  earnings 
and  48%  of  book.  The 
kicker.^  Paranapanema 
owns  10%  of  Banco  Itau 
S.A.,  Brazil's  fourth -largest 
bank,  worth  almost  half 
its  market  cap  of  $200  mil- 
lion. Says  Wright:  "For 
$120  million  you're  buying 
the  most  competitive  tin 
concern  in  the  world." 

Some  of  Brazil's  best 
buys  are  in  small,  esoteric 
stocks  most  jfriHjfos  ha\'e 
never  heard  of.  Like  Marco- 
polo,  a  low-cost  bus- 
manufacturing  company 
based  in  the  southern 
state  of  Rio  Grande  do  Sul. 


Police  outside  the  Rio  de  Janeiro 
stock  excliange 

Real  capitalism  is  still  criminal  to  some. 


Marcopolo  assembles  a 
bus  in  just  6  days  (the  Ger- 
mans do  it  in  26;  South 
Koreans  in  1 8 )  and  has 
most  of  its  sales  as  ex.- 
ports,  including  a  joint  ven- 
ture with  Mexico's  lead- 
ing bus  company,  the  re- 
cently pri\  atized  Gaipo 
Dina.  Marcopolo's  P/E  of 


5.4  is  about  half  the  aver 
age  P/E  of  the  Sao  Paulo 
stock  exchange.  Another 
pick  is  Renner  Herrmani 
Brazil's  leading  paint 
company,  also  based  in  t 
south,  which  Wright  like 
as  a  play  on  rising  auto  sa 
and  the  Mercosur  free 
trade  pact.         -J.M.  I 
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Amidst  the  wreckage  in  the  California  realty  market, 
John  Arrillaga  and  Richard  Peery  are  flounshing. 
Their  secret:  When  times  were  good,  they  ran  their 
business  as  if  times  were  tough  and  money  scarce. 

The  odd  couple 


By  Randall  Lane 

On  a  ho  r,  sunny  Tuesday  afternoon, 
a  dozen  laborers  toil  in  the  foothills  of 
Palo  Alto,  Calif.,  molding  a  gravel 
quarry  into  a  private  Shangri-la.  It's  a 
grandiose  scheme:  70,000  trees  are 
being  trucked  in  and  planted  in  im- 
portecl  soil,  lending  shade  to  a  200 
acre  collection  of  man-made  ri\'ers, 
lakes  and  pavilions. 

Working  with  the  others  is  John 
Arrillaga,  a  tall,  burly  SS-yearold.  His 
hands  are  coarse,  his  skin  ruddy.  An- 
other dav  laborer  sweating  for  his 
bread?  No,  Arrillaga  owns  the  place. 
This  is  his  idea  of  fun.  "He  goes  out 
there  and  pulls  weeds,"  says  Mark 
Davis,  a  friend  anti  colleague. 

Arrillaga  knows  a  thing  or  two 
abt)iit  weeds  and  growing  things  as 
well  as  about  real  estate.  His  Basque 
father  emigrated  from  Spain  to  be- 
come a  southern  California  produce 
wholesaler.  Arrillaga  himself  paid  his 
way  through  school  working  with  a 
landscaper. 

His  partner  comes  from  a  far  differ- 
ent background.  Richard  Peery,  53, 
grew  up  in  northern  California  in  a 
well-to-do  Mormon  family  headed  by 
a  Bank  of  America  executive.  The  two 
met  as  young  builders  and  disco\'ered 
they  shared  a  distaste  for  the  sort  of 
office  park  then  prevalent  in  Silicon 
Valley.  In  the  1960s  buildings  there 
came  in  two  st)'les:  ugly  and  uglier. 
Emerging  high-tech  firms  worked 
out  of  one-stoiT  concrete  bunkers. 

The  young  men  were  conxinced 
they  could  do  better.  They  acquired  a 
large  fiow  er  tarm  and  pear  orchard  in 
Sunnyxale.  Arrillaga  began  develop- 
ing a  distinct  architectural  st\de.  He 
leaned  toward  patterned  stone  over 
concrete,  often  punctuating  the  fa- 
cade with  gun-slit  windows.  He  hid 
parking  lots  with  artificial  hills  and  big 
trees.    And    e\en.'    Peen/ Arrillaga 


building  has  a  grand  entrance,  with 
tall  doors  and  perhaps  a  little  fountain 
in  front.  Inside,  Arrillaga  fashioned 
1 0-foot  ceilings,  floor-to-ceiling 
doors  and  plush  bathrooms. 

Another  Peen'/Arrillaga  trait:  ver- 
satilit)'.  Buildings  were  constructed  so 
that  if  a  tenant  moved,  the  buildings 
could  be  retrofitted  for  mavbe 
$50,000;  other  landlords  built 
unic]ue  structures  to  lure  a  tenant, 
only  to  get  stuck  w  hen  the  tenant  left 
or  went  under. 

With  that  distinctive  building  stvle 
and  their  natural  acumen,  their  firm 
was  a  big  success.  Peen,'/ Arrillaga  has 
emerged  as  the  leading  developer  in 
the  beleaguered  northern  California 
real  estate  market.  It  owns  over  5 
million  square  feet  of  commercial 
space  in  Silicon  Valley  as  well  as  more 
than  3,000  acres  of  undeveloped 
tracts  from  San  Jose  to  Sacramento. 
The  partners'  combined  net  worth 
appears  to  be  nearly  $1  billion. 

They  have  done  this  quietly.  Ex- 
tremely secretive,  Peen,'  and  Arrillaga 
are  unknowns  outside  the  small  Sili- 
con Valley  real  estate  set.  They  don't 
talk  to  the  press. 

Ne\ertheless,  the  Peeiy/ Arrillaga 
formula  is  no  secret:  understand  re- 
gional demographics  and  buy  years 
ahead  of  expansion,  build  esthetically 
superior  buildings  at  the  lowest  possi- 
ble price  and,  above  all,  avoid  debt 
whenever  possible. 

During  the  early  days  they  always 
kept  debt  low — less  than  half  of  ec]ui- 
t\\  While  30-year  loans  were  the 
norm,  Peer)'  and  Arrillaga  insisted  on 
15 -year  terms,  with  prepavment 
rights.  They  used  their  strong  cash 
flow  to  pay  down  the  debt  quickh'. 
Besides  slowing  expansion,  their  low- 
debt  load  was  a  tax  disadvantage  im- 
der  pre- 1 986  law.  They  didn't  care. 


This  plodding,  debt-free  strateg)' 
raised  eyebrows  during  Silicon  Val 
ley's  go-go  days  from  the  late  1970s 
to  the  mid-1980s,  when  commercial 
real  estate  prices  increased  tenfold. 
"They  passed  on  deals  other  develop- 
ers would  have  jumped  at  if  one  small 
clause  wasn't  in  line  with  the  way  they 
do  business,"  says  Santa  Clara  real 
estate  broker  Steven  Moulds,  who 
often  works  with  the  pair. 

So  they  stayed  largely  on  the  side- 
lines while  national  builders  like 
Trammell  Oow  and  Cabot,  Cabot  & 
Eorbes  built  hundreds  of  speculative, 
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Iiighly  leveraged  projects.  Now  that 
the  bubble  has  burst,  the  leveraged 
properties  are  in  deep  trouble. 
Pcer)'/Arrillaga  is  as  healthy  as  ever, 
;)ne  of  only  a  few  big  developers  left  in 
Silicon  Valley  with  a  cash  position 
strong  enough  to  put  up  a  large  build- 
ing. "They  were  crazy  all  right,"  says  a 
jompetitor  who  admits  being  skepti- 
cal a  decade  ago.  "Crazy  like  a  fox." 

Crazy  in  another  way,  too:  Peery 
ind  Arrillaga  don't  like  each  other 
personally.  Peery  is  a  bookish  sort,  at 
h(Miie  with  balance  sheets  and  legal 
briefs.  Arrillaga,  who  was  a  basketball 
star  at  Stanford  (third-team  All- 
-\nierican),  stays  away  from  the  office 
IS  much  as  possible.  Though  thev  live 
three  blocks  apart  on  a  modest  street 
in  Palo  Alto,  one  associate  dining  at 
Xrrillaga's  was  told,  "Dick  Peery  has 
iicNcr  been  inside  this  house,  and  he 
ne\  er  will  be." 

But  in  business,  their  differences 
:reate  synergy.  Introduced  by  Peery's 
uncle,  who  was  lending  both  of  them 
Bank  of  America  money  for  small 
Jc\  elopments  in  the  mid-1960s,  they 
Jid  their  first  joint  deal  in  1967. 


Arrillaga  is  Mr.  Outside.  He  sizes  up 
the  land,  designs  the  buikiing,  over- 
sees construction  and  sells  tenants  on 
it.  Peer)'  is  Mr.  Inside.  He  arranges  the 
financing,  writes  the  lease  and  sorts 
out  the  fine  print.  Says  broker 
Moulds,  "Real  estate  is  about  two 
things:  personal  relationships,  at 
which  John  Arrillaga  is  a  master,  and 
contracts,  where  Dick  Peer\'  has  no 
equal." 

Their  style  is  a  real  estate  version  of 
good  cop/baci  cop.  Arrillaga's  sweet- 
talking,  arm-around-your-shoulders 
cajolery  is  backstopped  by  Peery's 
hard-as-nails  leases.  Tenants  sign  con- 
tracts forcing  them  to  keep  up  the 
building  or  else  get  billed  for  outside 
maintenance.  Subcontractors  are 
bludgeoned  during  fee  negotia- 
tions— and  the  price  agreed  upon  is 
the  price  paid,  even  if  unforeseen 
problems  emerge.  "The  extra  bill 
goes  in  the  round  file,"  says  Leo  Ott, 
whose  company  has  landscaped  for 
the  pair  for  over  25  years. 

Toward  the  late  1970s  Silicon  Val- 
ley took  off,  and  so  did  Peery /Arril- 
laga. It  began  moving  fijrther  down 


the  peninsula,  developing  lancl  pur- 
chased cheaply  ten  years  earlier  in 
Mountain  View  and  Santa  Clara. 

Then  the  pair  made  their  shrewdest 
move.  When  the  market  took  off,  they 
began  selling.  In  1978  they  sold  48 
buildings  on  93  acres  to  Aetna  and  the 
Koll  Co.  for  a  reporteci  $50  million, 
then  believed  the  biggest  sellofi^ever 
in  ihe  area.  The  pair  dwarfed  that  deal 
in  the  1980s,  selling  more  than  50 
buildings  to  Prudential  anci  a  state 
teachers  pension  fund  for  about  $220 
million.  The  bullish  real  estate  com- 
munity, already  skeptical  of  their 
slow,  low-debt  pace,  howled. 

But  their  timing  was  impeccable: 
The  market  was  willing  to  give  them 
top  dollar  for  tired  properties  that 
needed  new  roofs  and  plumbing. 
They  kept  the  newer  buildings.  And 
with  a  tremendous  cash  pile,  Peery/ 
Arrillaga  paid  down  its  debt.  They 
became  their  own  bank,  financing 
projects  out  of  their  own  pockets. 

They  took  their  cash  and  began 
snatching  up  cheap  land  in  Sacramen- 
to and  Milpitas,  then  an  underdevel- 
oped area  north  of  San  Jose.  Here 
they  began  leading  the  real  estate 
market  in  a  new  direction — large, 
multicompany  office  parks.  Building 
around  Milpitas,  Arrillaga  designed 
corporate  campuses  with  hills,  trees, 
lakes  and  fountains  dissecting  the 
multibuilding  developments.  The 
buildings,  built  from  the  Peery/ Arril- 
laga cash  hoard,  now  stood  two  sto- 
ries, with  high  black  windows  and 
Spanish  tile  roofs. 

Again,  these  campuses  proved  to  be 
the  most  attractive  buildings  in  the 
area  and  were  promptly  filled  with 
tenants  and  imitated  by  other  devel- 
opers. When  the  bust  came,  Peery/ 
Arrillaga  had  few  worries,  with  no 
debt  payments  to  make  and  long- 
term  leases  in  hand. 

Next  for  the  pair:  Sacramento, 
where  they  own  some  1,500  acres. 
They  have  sketched  out  a  640 -acre 
office  anci  residential  complex  with  a 
reported  price  tag  of  $347  million  and 
should  start  it  when  the  economy 
improves. 

Their  enviable  position  serves  as  a 
lesson  on  how  to  play  real  estate  over 
the  long  haul:  Be  distinctive,  be 
tough,  play  conservatively  in  the 
boom  years  and  sweep  up  other  peo- 
ple's wreckage  in  the  bad  years.  WM 
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There's  a  silver  lining  in 
all  that  rain  and  flooding  in 
the  Midwest  this  summer.  It  shines 
on  the  U.S.'  vegetable  processors. 

Too  much 
broccoli 


By  Marcia  R.  Berss 

The  heavy  iiains  in  the  Midwest  this 
summer  turn  out  to  have  been  a  bless- 
ing sent  from  heaven  for  the  compa- 
nies that  can  and  freeze  vegetables. 
'Troduction  will  be  off  by  20%  to  25% 
this  year,"  says  a  gleeful  Stephen 
Theobald,  vice  chairman  and  treasur- 
er of  Wisconsin -based  Stokely  USA, 
the  nation's  third-largest  seller  of 
canned  vegetables. 

Gleefiil.'  Absolutely.  Theobald  is 
over  the  moon  because  Stokely  and 
the  other  top  vegetable  processors, 
Del  Monte  and  Green  Giant,  have 
been  having  a  rotten  time  the  last 
three  years.  The  industrv'  has  suffered 
three  long  years  of  major  oversupply 
and  severely  depressed  prices. 

At  the  start  of  the  year,  prices  for 
frozen  peas  and  corn — the  most  pop- 
ular vegetables — had  fallen  to  $6.40  a 
case  (roughly  12  pounds)  from  $7.70 
in  1989,  the  industr)''s  last  good  year. 

But  it  soon  became  clear  that  the 
rains  had  prevented  some  vegetable 
contract  farmers  from  getting  seed 
into  the  ground,  and  hurt  quality  and 
yield  for  many  of  the  farmers  who 
have  been  able  to  plant.  With  that 
realization,  prices  shot  up.  They  are 
already  back  to  $7.50  a  case. 

But  they  are  unlikely  to  stay  there. 
The  producers  had  depended  heavily 
on  health  concerns  to  boost  demand, 
and  so  they  had  increased  supply.  For 
a  while  the  health  kick  led  to  steadily 
increasing  demand  for  vegetables. 
Americans,  who  had  consumed  223 
pounds  per  head  per  year  of  fresh, 
canned  and  frozen  vegetables  in 
1973,  were  stuffing  in  263  pounds  by 
1989.  But  processors  steadily  planted 


more  and  more  acreage  to  grab  mar- 
ket share,  and  harvests  were  huge, 
as  demand  for  vegetables  stopped 
growing. 

This  left  the  industry  with  record 
oversupply  for  an  increased  demand 
that  is  not  materializing.  Green  Giant, 
acquired  by  Britain's  $12.5  billion 
(sales)  Grand  Metropolitan  group  as 
part  of  its  Pillsbury  purchase  at  the 
market  peak  in  1989,  is  the  U.S.' 
largest  frozen  vegetable  processor 
and  number  two  in  canned;  it  suffered 
a  drop  in  operating  profits  of  65%  last 
year  and  another  50%  in  the  first  half 
of  this  year.  Stokely  tried  and  failed  to 
diversify  into  both  frozen  vegetables 
and  the  fruit  business.  It  was  in  default 
on  loans  and  put  itself  up  for  sale,  only 
to  pull  itself  off  the  block  in  March, 
unable  to  get  the  price  it  was  seeking. 
(The  stock,  which  hit  24  in  1990,  was 
recently  at  8%.) 

Del  Monte,  the  canned  vegetable 
leader,  is  groaning  under  $732  mil- 
lion of  debt  and  has  negative  net 
worth  from  its  $1.4  billion  leveraged 
buyout  from  RJR  Nabisco  in  early 
1990.  It  lost  $103  million  last  year. 
Earlier  this  year  it  was  pricing  its 
brand  name  product  below  even  pri- 
\'ate  label,  and  so  far  this  year  has  lost 
$41  million. 

If  the  rains  do  give  this  industry'  a 
litde  breathing  room  this  year,  many 
industn'  and  banking  sources  expect 
another  round  of  mergers  or  acquisi- 
tions. Grand  Met,  these  sources  say, 
would  sell  Green  Giant,  a  commodity' 
business.  It  bought  Pillsbur>'  more  for 
its  value-added  products,  like  cookie 
dough.  Stokely  is  openly  on  the  block. 


Fiooded  Mississippi  cornfield 

But  processors  are  saved  by  the  rain. 


And  Del  Monte,  in  desperate  need  of 
equir\',  may  try  to  go  public  to  cash 
out  its  big  bondholders,  Merrill 
Lynch  and  Citicorp. 

Potential  acquirers?  Securities  ana- 
lyst Kevin  Skislock  of  Dain  Bosworth 
sa)'s  that  Del  Monte  has  talked  to,  but 
not  been  able  to  come  to  terms  with. 
Dole  Food,  controlled  by  Forbes 
Four  Hundred  member  David  Mur- 
dock.  Murdock  has  declared  that  he 
wants  Dole  to  be  the  one -stop  shop 
for  grocers  in  fruits  and  vegetables, 
but  he  needs  a  vegetable  processor  to 
fill  out  his  line. 
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Like  most  stock  markets,  Israel's  has  been  strong  the 
past  few  years.  It  has  bounced  back  niceiy  from  an  early 
1993  setback. 


Other  potential  acquirers,  Skislock 
believes,  could  include  Tyson  Foods 
(where  vegetables  would  comple- 
ment its  center-of-the-plate  poultn' 
business),  ConAgra  (a  major  user  of 
vegetables  in  its  frozen  dinner  busi- 
nesses), and  Campbell  Soup  (a  big 
vegetable  consiuner  in  its  soups). 

But  you  can  bet  on  one  thing:  The 
prices  in  these  deals  will  be  way  down 
from  the — in  retrospect — silly  prices 
paid  back  in  the  days  when  investors 
really  thought  the  American  people 
were  serious  about  a  more  healthy 


Israel 
goes 

capitalist 


By  Riva  Atlas 

"The  economic  climate  in  Israel 
has  changed  radically  in  the  last  rvvo 
years,"  says  Avi  Tiomkin,  a  private 
Israeli  investor.  That's  good  news 
for  friends  of  Israel  who  had  long 
watched  in  dismay  as  the  economy 
floundered  in  an  odd  mixture  of 
capitalism  and  socialism. 

HeaN'y  government  sub- 
sidies to  inefficient  busi- 
nesses helped  drive  infla- 
tion as  high  as  an  annual 
450%  in  the  mici-Eighties. 
Moderate  inflation  is  bad 
for  bonds,  but  severe  in- 
flation is  bad  for  stocks, 
too.  Behaving  rationally 
under  these  conditions, 
the  average  Israeli  spent 
his  earnings  as  fast  as  he 
could  rather  than  invest- 
ing. Where  he  could  he 
ran  up  debts,  to  be  repaid 
in  depreciated  currency. 

That  Israel  was  not 
wholeheartedly  capitalist 
is  not  surprising.  The  Zi- 
onist pioneers  who  came 
to  Palestine  at  the  start  of 
this  century  were  socialists 
to  the  core,  more  interest- 
ed in  kibbutzim  than 
stock  markets. 

The  attitude  was  re- 
flected in  government 
policies  that  required,  for 
example,  that  92%  of  Is- 
raeli retirement  funds  be 
invested  in  special  govern- 


ment bonds  and  short-term  instru- 
ments. It  was  a  form  of  socializing 
credit,  channeling  savings  to  the 
government,  reducing  the  flow  of 
capital  to  private  business. 

The  change  Tiomkin  talks  about 
got  serious  when  the  Bank  of  Israel 


Tel  Aviv  Stock  Exchange 
The  medicine  wori<ed. 
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I.  K  <\  iiitcrtbt  rates,  which  reached 
2(S%  three  years  ago.  The  medicine 
worked.  Inflation  has  dropped  to. 
9.4%  and  the  economy  has  begun 
to  look  healthier.  As  part  of  its 
economic  reforms,  the  government 
in  1987  raised  the  percentage  of 
individual  retirement  funds  tliat 
could  be  invested  in  equities. 

i'he  Ronald  Reagan-like  reforms 
worked.  Interest  rates  are  down  to 
9.7%.  The  economy  is  expected  to 
grow  nearly  5%  this  year  and  shows 
every  sign  of  keeping  up  that 
healthy  pace  in  the  years  ahead. 

In  the  spirit  of  continuing  liberal- 
ization of  the  economy,  last  year, 
for  the  first  time,  the  Israeli  govern- 
ment allowed  individuals  to  invest 
in  Israeli  stocks  trading  on  U.S. 
exchanges.  It  also  exempted  Israelis 
from  capital  gains  taxes  on  invest- 
ments in  the  50  companies  whose 
stocks  trade  in  the  U.S.  (Israelis 
had  always  been  exempt  from  capi- 
tal gains  taxes  on  stocks  that  trade 
on  the  Tel  Aviv  Stock  Kxchange.) 


1  he  unsurprising  result  has  been 
a  stock  market  boom.  On  the  Tel 
Aviv  Stock  Kxchange,  average  daily 
volume  is  S60  million  to  $80  mil- 
lion a  day — up  from  $5  milli{)n  to 
$6  million  just  five  years  ago.  To- 
day there  are  477  stocks  listed  on 
the  exchange,  compared  with  fewer 
than  300  at  the  end  of  1 99 1. 

Mutual  funds  have  become  in- 
creasingly popular.  Today  about 
$10  billion  is  invested  in  230  mutu- 
al funds — up  from  $4  billion  in  120 
mutual  funds  just  three  years  ago. 

A  series  of  corrections  since  Feb- 
ruary have  sent  the  Mishtanim 
stock  index  down  about  4%  so  far 
this  year — after  last  year's  75%  rise 
to  196.  The  declines  coincided  with 
setbacks  in  peace  talks  and  weak 
earnings  by  Israel's  premier  blue- 
chip  company,  Scitex.  Ikit  the  index 
has  consistently  bounced  back  nice- 
Iv,  recentiv  trading  just  a  hair  under 
200. 

The  relatively  modest  drops  and 
the  subsequent  bounce -backs  are  in 


contrast  to  the  panic  following 
drop  in  the  stock  market  in  tl 
early  Eighties.  "  The  difference  no 
is  that  Israeli  investors  are  mo 
sophisticated,"  observes  Ma 
Meiras,  managing  director  of  Pacil 
Mediterranean  Group,  a  Tel  Av 
investment  firm. 

The  Israeli  government  is  al 
much  more  conscious  of  how  i 
actions  affect  investors.  Earlier  tl 
year  the  government  considerfl 
len'ing  taxes  on  capital  gains.  Bl 
when  the  market  dipped  in  reactid 
to  the  talk.  Prime  Minister  Yitzhj 
Rabin  got  the  point  and  backo 
away  from  the  proposal. 

For  all  the  growth  of  trading 
Tel  Aviv,  the  Israeli  market  remaii 
relatively  cheap  by  world  standarq 
The  average  price-to-earnings  rat 
of  Israeli  stocks  was  22  times  at  tl 
start  of  1993.  Now,  with  the  ma 
ket's  having  backed  off  a  bit  an 
earnings  rising  sharply,  they  a 
trading  at  12  times  next  yeai 
earnings.  I 


Available  locally 


Exch 

Company/business 

— Price — 

Latest  12-month 

Indicated 

Book 

Sales 

Marke 

recent 

—52-week— 

EPS 

P/E 

dividend 

value/ 

value 

high 

low 

share 

($mil)- 

3 

American  Israeli  Paper/paper  manufacturer 

32 

56 

31% 

$3.12 

10.3 

$0.53 

$36.77 

$278 

$122 

a 

Carmel  Container  Sys/packaging 

8% 

10% 

53/8 

0.13 

65.3 

0.00 

5.12 

82 

22 

0 

ECl  Telecommun  Ltd/telecommunications  sys 

461/2 

44% 

24% 

1.29 

36.0 

0.24 

4.87 

161 

1,480 

0 

Elbit  Ltd/computer  sys 

54 

30% 

2.09 

15.1 

0.36 

10.97 

409 

581 

a 

Electrochem  Ind/specialty  chems,  fragrances 

2^16 

378 

1% 

0.09 

27.1 

0.00 

1.69 

119 

56 

a 

Etz  Lavud  Ltd/wood  prods 

12V8 

6% 

0.71 

11.4 

0.25 

6.46 

106 

26 

0 

IIS  Intelligent  Info  Sys  Ltd/computer  equip 

IVM 

28^/4 

0.59 

39.3 

0.00 

2.53 

44 

343 

0 

Israel  Land  Development/real  estate  devel 

17 

18 

1172 

0.16 

NM 

0.00 

4.91 

51 

452 

0 

Lannet  Data  Comm  Ltd/computer  network  equip 

IVM 

1074 

0.93 

13.2 

0.00 

6.29 

47 

133 

a 

Laser  Ind  Ltd/laser  instruments 

V/2 

1074 

372 

0,36 

20.8 

0.00 

0.57 

29 

40 

0 

Magic  Software  Enterprises/software 

14 

20'/2 

872 

0.46 

30.4 

0.00 

3.04 

10 

5J 

0 

Orbotech  Ltd/computer  sys 

12 

21% 

872 

-3.89 

NM 

0.99 

5.23 

72 

149 

0 

Scitex  Cp  Ltd/imaging  sys 

25% 

443/8 

2374 

3.07 

8.3 

048 

15.11 

550 

1,088 

0 

Teva  Pharmaceutical  Ind/pharmaceuticals 

25% 

2672 

1272 

0.71 

36.4 

0.13 

3.50 

327 

1,421 

3:  American  Stock  Exchange,  o:  Over-the-counter.  MM:  Not  meaningful 
Sources:  Media  General  via  Lotus  One  Source;  Forbes. 


Israeli  stocks  trading  as  American  Depositary 
Receipts  soared  last  year.  But  the  opera  is  not  over. 
Thanks  in  part  to  sharply  rising  earnings, 
the  Tel  Aviv  market  is  trading  at  a 
moderate  12  times  projected  1994  earnings. 
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ere's  immensely  valuable  electronic  real  estate 
there  over  our  heads,  and  Motorola 
s  acquired  some  nice  parcels. 
]\so  sells  building  materials 
the  other  developers. 

rhe  company 
that  likes  to 
obsolete 
itself 


Gary  Slutsker 

WOULD  has  gone  wild  for  wireless.  AT&T's  deal  to  pay 
.6  billion  for  McCaw  Cellular  is  just  the  most  visible 
ancc. 

;)n  a  far  smaller  scale,  there's  CenCall,  a  Denver  taxi- 
)atcher  that  went  public  Aug.  9  and  now  trades  at  a 
lation  close  to  $500  million.  Last  year  CenCall  lost  $3 
ion  on  total  revenues  of  not  even  $6  million.  The 
kci  priced  CenCall  at  80  times  revenues,  167  times  its 
cs.  Earlier,  Chase  Manhattan  Bank  lent  this  seemingly 
•romising  business  $125  million.  CenCall  is  using  the 
1  to  buy  radios  from  Motorola  that  will  enable  CenCall 
rompcte  with  cellular  phone  service.  What  collateral 
js  CenCall  have  besides  the  telephones.'  A  piece  of  the 
|:r.  It  owns  a  federal  license  for  a  4-megahertz  piece  of 
I  airwaves  in  Denver,  for  example. 

'-enCall  is  an  end  run  around  the  existing  cellular 
ipanies.  In  its  wisdom  the  federal  government  has 
icated  a  25-megahertz  slice  of  the  radio  spectrum  to 


lingual  pager 
The  Chinese  use 
pagers  to  send 
coded  messages. 


each  of  two  companies  in  each  geographical  area.  CenCall 
is  using  another  part  of  the  spectrum,  previously  reserx'ed 
for  taxi  fleets.  What  started  as  a  two-way  race  mobile 
telephony  is  now  a  three-way  race. 

Given  the  big  loan  they  granted  on  unorthodox  collat- 
eral, those  Chase  bankers  believe  that  ether  is  as  market- 
able as  choice  real  estate,  even  though  you  can't  touch  it. 

If  the  big  bucks  bet  on  ex-taxi-radio  franchises  and  by 
AT&T  on  McC'aw  mean  anything,  it  is  that  the  financial 
markets  are  recognizing  and  capitalizing  the  value  of  rights 
to  use  scarce  radio  spectrum.  What  was  true  in  past 
centuries  with  riparian  rights  and  grazing  rights  is  now 
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true  of  broadcast  franchises:  rights  granted  by  govern- 
ments for  exclusive  use  of  common  property  have  im- 
mense value.  AT&T,  the  preeminent  wired  communica- 
tions company,  was  happy  to  pay  through  the  nose  to 
establish  a  strong  position  in  wireless  telephony.  Hankers 
and  investors  willingly  bet  himdreds  oi  millions  of  dollars 
on  totally  risky  startups  to  get  into  it.  The  reasons  are 
simple:  Communications  is  perhaps  the  greatest  of  the 
growth  industries  and  desperately  needs  nev\'  channels. 

For  years,  futurists  like  Mi  l  's  Nicholas  Negroponte  have 
been  anticipating  a  great  swapping  of  communi.cations 
lines:  Personal  communications  will  move  from  wires  to 
the  ail-waves,  and  broadcast  entertainment  will  move  from 
the  airwaves  to  wires,  or,  more  precisely,  fiber-optic  lines. 

Those  who  predicted  that  one  day  wireless  telephony 
would  et^ual  or  surpass  the  wired  kind  are  seeing  their 
predictions  come  true.  For  the  last  two  years,  cordless 
phones  have  outsold  the  ones  with  cords.  Cellular  phones 
(over  12  million  customers  now  in  the  U.S.)  are  going 
through  a  new  growth  phase  in  u  hich  people  are  finding 
new,  eveiyday  uses  for  them.  Encore  restaurant  in  Johns- 
town, Pa.  hands  pagers  to  the  waiters  so  they  can  be 
buzzed  when  their  order  is  ready;  parents  use  pagers  to  call 
the  children  home  for  dinner. 

Right  smack  in  the  middle  of  this  developing  boom  and 
handsomely  situated  to  profit  from  it  is  Chicago's  $16 
billion  (estimated  1993  sales)  Motorola  Inc.  In  cellular,  its 
phones  are  number  one  worldwide;  it  is  also  the  world's 
leading  supplier  of  pagers,  two-way  radios  and  advanced 
dispatch  systems  for  commercial  fleets. 

But  Motorola  is  more  than  an  electronics  manuficturcr. 
All  the  while  selling  radio  equipment.  Motorola  is  bu)'ing 
up  radio  frequencies  around  the  world.  It  operates  paging 
sen  ices  in  Brazil  and  Hong  Kong,  owns  cellular  systems  in 
C^hile  and  Israel,  and  is  the  largest  owner  of  taxi-dispatch 
frequencies  in  the  U.S.  and  second  in  Japan. 

It  was  Motorola  that  conceived  the  ambitious  Iridium 
project,  which  will  use  66  satellites  to  connect  calls 
an^avhere  in  the  world.  I'he  satellite  connection  w  ill  be  too 
expensive  for  callers  accustomed  to  decent  cellular  and 
wired  connections,  but  it  will  be  a  godsend  to  business 
travelers  in  electronically  backward  nations  (like  Russia) 
who  might  otherwise  ha\e  to  wait  a  week  for  a  dial  tone. 

Motorola  is  that  rare  company  that  learnecH  how  to  beat 
swords  into  plows.  As  a  defense  contractor,  it  mastered 
technologies  once  used  primarily  by  the  militan'  and  the 
police  that  ha\e  now  entered  the  consumer  mass  market. 
Most  defense  contractors  never  learn  how  to  manufacture 
and  sell  successRiUy  in  commercial  markets.  Motorola, 
perhaps  because  of  its  origin  as  a  maker  of  car  radios,  ne\er 
lost  that  knack. 

Motorola  has  become  much  admired  as  a  role  model  for 
American  business.  Its  excellence  lies  in  good  part  in  a 
deeply  bred  ability  to  continually  move  out  along  the  cun'e 
of  innoxation,  to  invent  new,  related  applications  of 
technology  as  fost  as  older  ones  become  even'dav,  com- 
modit\  -n,'pe  products.  This  is  precisely  w  hat  IBM  failed  to 
do.  Having  skillfully  dominated  the  mainframe  computer 
business,  it  faltered  when  its  business  entered  a  new  phase, 
permitting  upstarts  to  clominate  the  res  that  were  fast 
replacing  mainframes  for  many  tasks. 


Contrast  IBM's  inertia  w  ith  how  Motorola  mcned  nim- 
bly from  con\  entional  t\\  o-wa\'  radios  to  cellular  radio  and 
to  paging.  Now  the  company's  goal  is  to  expand  into 
wireless  data  and  advanced  dispatch  systems,  w  hich  will 
turn  C'enCall  into  a  cellular  operator. 

Note  how  Motorola  was  quite  willing  to  facilitate  the 
use  of  the  old  taxi  fleet  spectrum  as  a  competitor  for 
existing  cellular  telephony,  e\en  though  cellular  was 
among  its  best  customers. 

The  capital  market  has  rendered  its  judgment,  giving 
Motorola  a  market  value  of  S26  billion,  bigger  than  IBM's, 
though  IBM's  sales  are  roughly  four  times  as  big. 

Motorola  has  a  long  history'  of  using  self-obsoleting 
tactics,  dating  back  to  its  original  amplitude  modulation 
(AM)  car  radio  business.  Motorola  founder  Paul  Gahin  in 
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1940  lured  to  the  company  University  of  Connecticut 
Professor  Daniel  Noble,  a  pioneer  of  a  new  transmission 
cchnique  called  frequency  modulation  (fm).  FM  became  a 
K  )t  competitor  for  AM,  but  FM  led  Motorola  far  beyond  car 
adios  into  the  two-way-radio  business,  selling  Handie- 
ralkies  to  the  Army  to  let  World  War  II  soldiers  talk 
.\ithout  stringing  wires  in  the  field,  and,  after  the  war, 
nstalling  radios  in  police  cars. 

( Cellular  phones,  pagers  (and  potentially  Iridium)  are  all 
nodern-day  descendants  of  the  battlefield  and  police  car 
business.  Anthony  Langham,  an  analyst  at  NatWest  Secu- 
irics,  figures  Motorola's  cellular  manufacturing  arm  will 
.to  $4.6  billion  in  sales  this  year,  with  $690  million  in 
)pcrating  profit,  and  its  paging  business  will  take  in  $1.6 
million,  with  $190  million  in  operating  profit.  Motorola 


also  has  a  computer  chip  division,  which  contributed  a 
third  of  sales  last  year  and  40%  of  operating  profit.  Here, 
too,  the  firm  has  practiced  its  art  of  migrating  beyond 
commodity  businesses,  focusing  on  higher  value  micro- 
processors, which  Apple  puts  in  its  PCs,  and  specialized 
chips,  which  control  everything  from  car  engines  and 
airbags  to  home  appliances.  Motorola's  much-heralded 
PowerPC  chip,  designed  joindy  with  IBM  and  help  from 
Apple,  is  a  jab  at  Intel's  PC  monopoly. 

The  incessant  evolution  of  the  company  keeps  its 
managers  on  their  toes.  In  a  sense  the  company  is  like  a 
huge  venture  capital  outfit,  constantly  spinning  off  tech- 
nology and  capital  into  new  businesses. 

"Motorola  is  one  of  the  few  big  companies  where  you 
have  a  pretty  good  chance  of  starting  up  your  own  business 
and  running  it,"  says  Edward  Staiano,  president  and 
general  manager  of  the  General  Systems  sector,  which 
makes  cellular  products  and  some  specialized  computers. 

Staiano  is  a  case  in  point.  In  the  early  days  of  cellular,  more 
than  a  decade  ago,  he  saw  that  tlie  emerging  technology  was 
being  treated  like  a  stepchild  by  the  communications  group, 
which  makes  two-way  radios.  "So  I  moved  out  of  the 
building  with  a  few  people,  got  a  building  down  the  road, 
and  we  ran  basically  like  a  startup." 

Motorola's  newest  startup  is  a  kind  of  wireless  data 
communications  for  business  people  on  the  go,  a  business 
being  run  by  Robert  Growney,  an  engineer  with  an 
M.B.A.  who  had  been  overseeing  the  paging  division. 
Growney  is  executive  vice  president  and  general  manager 
of  the  new  Paging  &  Wireless  Data  Group  (dubbed  Power 
Dog  from  its  initials).  If  you  think  of  paging  as  a  primitive 
form  of  messaging  (sending  phone  numbers,  or  brief 

  messages),  then  wireless  data  is  simply 

a  way  to  send  and  receive  more  elabo- 
rate messages.  It's  the  business  of 
using  computers  to  transmit  memos, 
data,  faxes  and  pictures  among  users 
who  are  away  from  their  desks. 

Motorola  will  make  some  of  the 
portable  wireless  terminals.  It  has  li- 
censed Apple  Computer's  Newton 
operating  system  as  well  as  General 
Magic's  operating  system  designed 
for  portables.  Meanwhile,  virtually 
every  PC  manufacturer  is  designing 
some  sort  of  personal  digital  assistant 
that  will  be  available  with  a  wireless  modem .  Motorola  will 
also  make  that  modem. 

There  is  a  direct  line,  though  it  wasn't  always  obvious, 
between  Motorola's  new  messaging  strategy  and  its 
pagers.  In  advanced  countries,  pagers  are  used  to  tell 
people  to  dial  a  phone  number — using  the  airwaves  as  a 
mere  adjunct  to  wired  communications.  But  some  of  the 
world's  biggest  potential  markets  are  in  less  industrially 
advanced  countries  like  China,  with  primitive  phone 
systems.  The  market  for  pagers  has  exploded  in  China. 
Motorola  shipped  100,000  pagers  there  in  1991,  shipped 
1  million  last  year  and  could  sell  3  million  this  year,  many  of 
them  manufactured  in  a  new  plant  in  Tianjin. 

This  was  a  situation  where  Motorola's  risk-taking,  its 
sensitivity  to  markets  and  its  fast-to-market  new  product 
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tactics  all  worked  together. 

Motorola  people  soon  realized  that  those  (>hinese 
pagers  weren't  being  useci  to  prompt  phone  calls.  I'lirns 
out  they  are  used  to  send  codeci  messages — 32,  42  could 
mean:  Return  to  the  otFice  and  pick  up  a  package. 

What  Motorola  learned  from  its  ( ;hina  experience  is  that 
there  is  tremendous  need  to  send  messages  to  people  on 
the  move.  C'ombine  the  messaging  capability  of  pagers 
with  portable  PCs  and  you  have  a  powerful  concept.  Today 
in  the  U.S.  there  are  only  about  2()(),()()0  users  of  such 
wireless  data  systems — and  50,000  of  them  are  United 
Parcel  Service  cirivers,  who  transmit  package  tracking  data 
from  their  trucks — incidentally  using  Motorola  radios  and 
terminals.  But  Growney  expects  the  worldwide  market 
will  reach  26  million  users  by  the  year  2000. 

To  get  a  jump  on  tlie  competition.  Power  Dog  introduced 
some  new  products  Lvst  month.  One,  a  wireless  modem 
dubbed  Intblac,  beeps  when  it  receives 
a  message  and  can  then  be  plugged  into 
a  laptop  computer  to  display  or  alter  the 
message. 

Another  product,  the  Altair  Plus  II 
wireless  local  area  network,  can  oper 
ate  at  speeds  of  5.7  megabits  per 
second,  more  than  fast  enough  to 
handle  compressed  video  transmis- 
sions. Coming:  hand -held  personal 
intelligent  communicators  using  Mo- 
torola's new  Dragon  I  chip  and  Ap- 
ple's Newton  handwriting  recogni- 
tion technology'. 

Growney  is  not  limited  to  selling 
equipment.  He  is  also  actively  in  the 
network  service  business.  In  Brazil, 
for  example,  paging  didn't  exist  until 
Motorola  went  there  two  years  ago 
and  set  up  a  paging  network.  Like- 
wise, to  get  Americans  comfortable 
with  the  idea  of  sending  messages  by 
radio.  Motorola  has  set  up  several 
networks,  including  Embarc,  for  re- 
ceive-only E-mail  messages,  and  Ar- 
dis,  a  joint  venture  with  IBM,  for  two- 
way  wireless  messaging. 

Motorola  also  has  a  piece  of  Radio- 
mail,  a  startup  that  provides  nation- 
wide  connectivity  among  various  electronic  mail  and 
wireless  networks  (see  box,  p.  88  of  the  ASAP  supplement 
published  with  this  issue  of  Forbes). 

Not  everyone  is  putting  their  bets  where  Motorola  is 
putting  its  bets.  Industry  wags  have  sneereci  at  the  personal 
digital  assistant  business,  calling  it  a  "zero-billion-dollar 
market."  The  so-calleci  personal  digital  assistants  and 
communicators,  like  Apple's  Newton  and  A  T&T  Ho's  440 
Personal  Communicator,  lack  traditional  keyboards,  in- 
stead relying  on  annoyinglv  primitive  handwriting  recog- 
nition systems  or  ersatz  touch-screen  ke\'boards. 

"It  is  a  ven,'  small  market  today,"  agrees  Motorola 
Chairman  George  Fisher.  "But  so  was  the  cellular  market 
when  we  were  sinking  money  into  it,  and  people  were 
skeptical  of  it,  and  I  suppose  it  was  a  zero-billion-dollar 
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market  then.  We  see  the  two-way  data  business  being 
inex'itable.  Whether  it's  next  year  or  five  years  from  now,  I 
don't  know." 

Whether  it  comes  sooner  or  later.  Motorola  is  going  to 
have  to  deal  with  the  potential  conflicts  with  customers.  As 
spectrum  values  keep  growing.  Motorola  has  become  less 
bashful  about  running  its  own  network  sen  iccs.  When  it 
first  entered  the  cellular  business  in  the  U.S.,  the  companv 
set  up  an  ironclad  rule  preventing  it  from  owning  cellular 
frequencies,  to  avoid  even  the  appearance  of  competing 
with  its  cellular  phone  customers.  In  retrospect,  some 
analysts  think  the  mle  was  a  colossal  mistake.  Hov\e\'er. 
outsitie  the  U.S.  in  cellular,  and  exemvhere,  incluciing  in 
the  U.S.,  in  other  frequencies.  Motorola  lately  has  been  on 
a  buying  spree.  And  the  hell  w  ith  potential  conflict. 
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Motorola  made  its  first  forays  into  owning  and  operat- 
ing as  a  way  of  stimulating  the  market  for  its  equipment.  In 
;  Hong  Kong  six  years  ago,  says  Staiano,  cellular  didn't  exist 
jin  the  colony,  so  he  decided  to  jump-start  it  by  taking  a 
i30%  piece  in  a  startup  operation.  Today  his  network 
j  ventures,  mostly  joint,  are  among  Motorola's  most  profit- 
j  able  and  fastest-growing  businesses, 
i  Once  in  the  operating  end  of  the  business.  Motorola 
diked  what  it  saw.  Now  Staiano  has  bids  in  to  build  cellular 
!  systems  in  six  countries  and  is  looking  for  other  opportuni- 
ities  around  the  world.  "India's  been  kind  of  on  again,  off 
i  again,  on  again,"  he  says.  "We  expect  that  in  the  not  too 
I  distant  future,  a  bunch  of  licenses  are  going  to  break  loose 
there."  He'll  be  ready  to  bid. 

I    Hoping  to  minimize  conflict  with  its  ec]uipment  cus- 


-  tomers.  Motorola  generally  avoids  actually  running  the 
wireless  systems.  Usually  it  takes  a  minority  position  and 
i  leaves  the  day-to-day  operation  to  local  partners.  "It's 
delicate  sometimes,  but  not  impossible  to  manage," 
Staiano  says. 

The  competition  could  get  a  little  uglier.  The  cellular 
industry  remains  mired  in  a  five-year  battle  over  digital 
standards,  with  McCaw  ready  to  implement  one  format 
and  other  cellular  operators  an  incompatible  one.  Because 
of  that  unresolved  battle,  Nextel  Communications,  Cen- 
Call  and  other  operators  of  cellular-like  semces  stand  a 
chance  to  be  the  first  to  offer  a  seamless  national  digital 
phone  network.  Already  seven  of  these  operators  in  the 
specialized  mobile  radio  (taxi  dispatcher,  etc.)  frequency 
band  have  formed  a  consortium  to  work  out  revenue 
sharing  and  technical  arrangements  to  allow  subscribers  to 
roam  into  another  operator's  service  area.  Motorola  itself 
owns  dispatcher  frequencies  blanketing  the  country  that 
are  still  usecH  for  their  original  purpose — connecting  fleets 
of  cars  and  trucks  to  home  base. 

Motorola  clearly  intends  to  convert  these  ancient,  low- 
capacity  analog  fleet  radio  systems  into  high-capacity 
digital  voice  systems.  It  has  yet  to  decide  whether  to 
expand  the  systems  sufficiently  to  compete  head-on  with 
cellular  operators,  most  of  them  customers  for  its  equip- 
ment. But  it  would,  in  any  case,  be  entitled  to  collect 
royalties  from  roamers  using  its  frequencies. 

Some  of  Motorola's  equipment  customers  are  already 
grumbling.  John  Palmer,  chairman  of  Jackson,  Miss.- 
based  Mobile  Telecommunications,  parent  of  the  Skytel 
nationwide  paging  service,  is  one.  Palmer's  company  is  a 
Motorola  equipment  customer,  a  partner  with  Motorola 
in  London,  but  a  competitor  in  Hong  Kong.  Complains 
Palmer:  "They'll  help  you  develop  a  market  or  a  product, 
and  then  they'll  end  up  taking  your  customer  and  compet- 
ing with  you." 

Who  are  these  hard-nosed  entrepreneurs  who  run  a 
giant  business  as  if  it  were  a  small  company,  fighting  for  its 
life.^  Almost  every  top  executive  is  a  trained  engineer. 
Motorola  is  dominated  by  what  cellular  chief  Staiano  calls 
engineering  entrepreneurs.  "While  we're  engineers,  all  of 
us  are  heavily  into  business  and  enjoy  starting  new  things 
up  and  getting  them  going,"  he  says. 

It's  been  that  way  since  Paul  Galvin  hooked  up  with  PM 
engineer  Dan  Noble.  Technologists  have  held  sway  at 
Motorola.  "As  fast  as  technology  moves  today,  there's  an 
advantage  that  the  leadership  of  the  company  is  comfort- 
able with  the  technology,"  says  Fisher,  himself  a  Ph.D.  in 
applied  mathematics.  "You  have  to  have  a  basic  love  of 
[technology]." 

Engineers  tend  to  be  informal  people,  and  informality  is 
a  hallmark  of  Motorola.  If  Fisher  has  a  question,  he's  likely 
to  pick  up  the  phone  and  talk  to  the  engineer  directly 
involved,  not  to  that  person's  boss.  "I  know  technologists 
throughout  the  company,"  he  says.  "We  all  understand 
how  the  company  works,  so  that  nobody's  toes  get 
stepped  on  when  I  call  an  engineer  to  find  out  how 
something  really  works  or  what  his  opinion  is." 

These  entrepreneurial  engineers  are  now  going  head  to 
heati  in  many  areas  of  Motorola's  business  with  Ai  &T, 
whose  ownership  ofMcCaw  will  make  it  the  world's  leader 


Forbes  ■  September  13,  1993 


143 


Motorola 


Odd  men  out 

Of  MOTOROLA'S  top 
do7XMi  or  so  senior  execu- 
tives, only  two  don't  ha\'e 
engineering  degrees.  They 
are  Robert  Galvin,  the 
man  who  built  Motorola 
into  the  technologic  lead 
er  it  is  today,  and  his  son, 
('hristopher  Galvin. 

Robert  Galvin,  son  of 
Motorola  founder  Paul 
Galvin,  never  even  gradu- 
ateci  from  college.  He 
stepped  down  as  chair- 
man in  1990  but  remains 
chairman  of  the  board's 
executive  committee.  At 
70,  Galvin  maintains  an 
office  at  Motorola's  huge 
campus  headquarters  in 
Schaumburg,  111.,  35  miles 
northwest  of  Chicago. 
His  2.7%  share  is  worth 
$740  million. 

He  spends  a  good  deal 
of  his  time  traveling  and 
speaking,  "working  at 
the  perimeter,"  as  he  puts 
it,  to  find  new  ways  to  im- 
prove or  expand  what  Mo- 


torola does.  "In  our  busi- 
ness you  have  to  know  the 
language,  and  the  lan- 
guage is  technology.  A  few 
of  us  that  didn't  have  the 
technical  background 
learned  enough  of  it  by 
osmosis  that  we  weren't 
forsaken  by  the  technol- 
ogy'. ...  I  wish  I  could 
have  had  the  time  to  train 
for  it." 

Son  Christopher,  43,  is 
equipped  with  an  M.B.A. 


from  Northwestern  and  a 
set  of  genes  and  upbringing 
that  have  prepared  him  t^) 
one  day  run  the  firm.  He 
has  the  title  of  senior  ex- 
ecutive vice  president  and 
assistant  chief  operating 
ofHcer,  and  is  about  1 0 
years  younger  than 
Chairman  George  Fisher 
and  1 1  years  younger 
than  President  Gar\' 
Tooker.  In  other  words, 
he  is  at  just  the  right  age  for 


Robert  Gaivin  of  Motorola 
"You  have  to  know 
the  language,  and  the 
language  is  technology." 


a  relati\  cly  uncomplicat 
ed  succession. 

"Chris  isn't  there  jusl 
to  hold  an  extra  slot,"  s 
his  father.  "The  probab 
it\'  is  that  Chris  will  asce 
in  due  course  just  by 
looking  at  the  pecking  ( 
der  of  things."  -G.S. 


in  cellular  telephone  communications  and  which  itself  is  a 
competitor  with  Motorola  in  cellular  equipment. 

Does  tills  mean  that  Motorola  walks  oh  water.'  Not  at 
all.  For  example.  Motorola  has  been  weak  historically  in 
making  large-scale  cellular  telephone  switches,  which  are 
basically  big  computers  v\'ith  complicated  software.  Switch 
problems  ha\  e  hurt  the  cellular  operation,  which  had  been 
number  one,  and  helped  A  T&  T  win  a  S600  million  contract 
with  Gl  h.  Now  Motorola  is  back  to  bu\'ing  big  switches 
from  others,  and  its  market  sliare,  w  hich  had  declineti  to 
third  place,  has  improved  to  number  two  in  the  U.S.  and  in 
the  world,  behind  Sweden's  Ericsson. 

But  if  George  Fisher  is  awed  by  the  prospect  of  compet- 
ing w  ith  might\'  A  T&  r,  he  shows  no  signs  of  it.  "We've  got 
the  fundamentals  much  more  in  place  now  than  ever  in  the 
histon,'  of  the  company  to  compete  around  the  world,"  he 
says.  "The  fiindamentals  are  prett\'  simple,  but  Motorola 
has  really  focused  on  those  in  the  last  many  years:  qualit\-, 
product  manufacturing  cycle  time,  product  leadership,  the 
abilit\'  to  produce  at  the  lowest  cost." 

Quality.  Fast  turnaround.  Innovation.  Manufacturing 
efficiency.  To  these  ingredients  of  corporate  success. 
Fisher  adds:  "People  must  be  challenged  to  achieve  what 
on  a  day-to-day  basis  they  might  ha\e  thought  was 
unachievable." 


Beyond  this.  Motorola  shows  all  the  financial  sign: 
good  management.  Its  rexenues  ha\e  grown  fast:  clos( 
SI6  billion  this  year,  up  from  less  than  S5  billion  a  dec 
ago.  Yet  this  growth  has  not  come  at  the  expense  of  kv 
operating  profit  margins  or  return  on  equit)',  both 
which  ha\  e  been  remarkably  stable.  Nor  at  the  expens( 
hea\y  borrowing:  Debt  accounts  for  only  about  24"/ 
total  capital  and  is  less  than  working  capital. 

These  signs  and  qualities  are  the  ingredients  of  gi 
management.  There  is  nothing  secret  about  the  ingn 
ents,  but  how  to  achieve  them  and  combine  the  sometii 
contradictor}'  goals  is  the  great  myster\\  George  Fish 
succinct  summan-  is  probably  about  as  close  as  one  can 
to  defining  it:  goading  and  coaxing  people  to  seek 
achie\  e  the  seemingly  unachievable. 

Earlier  in  the  year  IBM  considered  George  Fisher  foi 
top  spot.  Flattered  as  he  was  for  himself  and  his  compa 
Fisher  said  thanks,  but  no. 

"As  I  told  them,  this  is  the  business  I've  been  work 
in  for  28  years,  and  we're  just  getting  to  the  point  wh 
we're  realizing  the  dreams  we  had  many  years  ago. 
just  the  wrong  time  to  get  out  of  this  business."  Rat 
than  tr\ing  to  fix  a  business  that  has  lost  its  visi 
George  Fisher  prefers  to  lead  one  that  is  about  to  real 
its  own. 
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ne  reason  for  our  long  history  of  success  is 
e  re  open  to  innovation.  Today  our  people 
anage  risk  by  hedging  with  CBOT  Treasury 
tures.  They  give  us  an  edge." 


Foster  L.  Abom 

President,  Investment  and  Pension  Group 
John  Hancock  Financial  Services 


1  Hancock,  one  of  the  country's  oldest  financial  institutions,  is  also  one  of  the  leading  underwriters  of 
iranteed  Investment  Contracts  for  pension  funds.  They  believe  in  both  prudent  investing  and  innovative 
king.  "We  hire  the  best  and  the  brightest  people.  We  ask  them  to  find  new  ways  to  preserve  investment 
lily  and  deliver  superior  performance,"  says  Foster  Abom.  Hancock  has  made  CBOT  T-Bond  and  T-Note 
res  an  important  piece  of  their  program  for  matching  the  duration  of  assets  and  liabilities  in  their  GIC 
folio.  "CBOT  futures  help  us  control  our  primary  interest  rate  exposure,"  continues  Abom.  "They're  an 
;ntial  risk  management  tool." 

To  find  out  how  Treasury  futures  can  give  you  a  competitive  d 
e,  call  for  a  copy  of  "Treasury  Futures  for  histitutional  Investors"  at 
OO-THE-CBOT,  ext.  6004,  or  1.312.435  3558,  ext.  6004.  I 


Chicago  Board  of  Tra^ 


THESE  DAYS,  EVEN  THE  MOST  POWERFUL 
LUXURY  STATEMENTS  ARE  BEING  MADE  MORE  QUIETLY 


In  this  day  and  age,  an  environment  that  is  quiet,     that  the  1993  Acuta  Legend  Sedan  LS  was  designed  to  b( 
peaceful  and  free  of  distraction  is  indeed  a  luxury.  And  as  you  Thanks  to  sound-absorbing  materials  like  honeycc 

might  expect,  it  is  precisely  this  kind  of  tranquil  environment     paneling,  the  Legend  insulates  you  from  the  noise  and  st 


)  3992  Acura  Division  of  American  Honda  Motor  Co  ,        Aaim  ami  Li^i'iiJ  are  regiHeretl  trmlemarks  of  Honda  Motor  Co..  Ltd.    Make  an  intelligent  decision.  Buckle  up. 


m 


veryday  driving.  While  supple  leather,  an  Automatic  which  goes  to  show  that  just  because  a  statement  is  made 
late  Control  System  and  burled  walnut  trim  make  the  quietly  doesn't  make  it  any  less  powerful.  Call  1-800-TO- 
;nd  cabin  as  comfortable  and  tasteful  as  it  is  serene.  All  of     ACURA  for  more  information.  PRECISION  CRAFTED  PERFORMANCE 


Bad  as  unemployment  is  here,  it  is  far  worse  in  Western 
Europe.  But  we  are  in  danger  of  losing  our  advantage. 

Why  work? 
Why  hire? 


BY  STEVE  H.IIANKE&  SIR  AUIN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Jofins  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


Even  though  unemployment  is  a 
serious  problem  here,  compared  w  ith 
Western  Europe  the  U.S.  has  been  an 
enormous  success  in  pro\'iding  em- 
ployment. For  example,  in  the  1980s, 
18.6  million  new,  private-sector  jobs 
were  created,  and  unemplo\'mcnt  av- 
eraged about  7%.  Japan,  w  ith  half  the 
U.S.  population,  was  die  only  countr\' 
in  the  same  league.  During  that  peri- 
od, the  Japanese  created  7.1  million 
new  jobs  and  their  unemployment 
rate  averaged  2.7%. 

In  contrast,  sclerotic  Europe  could 
hardly  buy  a  job.  Europe's  big  four — 
France,  Italy,  Germany  anti  the 
U.K. — produced  only  4.3  million 
jobs  in  the  198()s,  with  1.6  million 
of  those  being  produced  in  Mrs. 
Thatcher's  Britain.  Europe's  unem- 
ployment rate  w  as  dismal,  a\eraging 
11%.  Today  European  unemploy- 
ment rates  are  surging,  ranging  from  a 
low  of  about  5%  in  Portugal  to  a  high 
of  almost  25%  in  Spain. 

Tme,  the  new  jobs  in  the  U.S. 
were  largely  unskilled  and  low-paid, 
nonunionizecH  workers  in  the  senice 
industries.  Emplo\'ment  in  manufac- 
turing, particularly  the  unionized 
sector,  actually  declined.  Howe\'er 


painful  this  may  have  been  for  many 
people's  standard  of  living,  these 
changes  point  to  the  enormous  llexi- 
bility  of  the  American  economy  and 
labor  markets  compared  with  those  in 
Europe.  Here  a  myriad  of  entrepre- 
neurs profited  by  prox  iding  low-price 
serx  ices  and  so  created  lov\ -  wage  jobs 
that  could  be  filled  by  unskilled  work- 
ers. It  would  have  been  nicer  if  these 
had  been  high-paying  jobs,  but  con- 
sider the  alternative.  In  Europe  the 
unskilled  have  only  a  miserable  alter- 
native: the  dole. 

To  understand  why  Europe  is  so 
much  different  from  the  U.S.  and 
Japan,  we  must  understand  two 
syndromes:  "VVh\'  work?"  and  "Why 
hire?" — the  supply  and  demand  side 
of  the  labor  market. 

The  "why  work?"  syndrome  arises 
from  the  choice  between  working  for 
wages  or  enjoying  leisure  time  and 
welfare.  With  high  taxes  on  earned 
income  and  generous  welfare  bene- 
fits, many  a  worker  fails  to  see  the 
point  in  w^orking.  They  swell  welfare 
rolls  instead. 

The  "why  hire?"  syndrome  in- 
volves high  wage  costs,  including 
social  security  and  payroll  taxes,  fam- 
ily leave  mandates,  training  taxes, 
dismissal  costs  and  minimum  wage 
laws.  These  all  come  down  hard  on 
European  employers,  so  they  don't 
hire  new  people  if  they  can  possibly 
avoid  it. 

President  Clinton  promises  9  mil- 
lion new  jobs  by  the  end  of  1996.  He 
won't  have  a  ghost  of  a  chance  of 
achieving  this  goal  if  he  embraces 
European  policies  that  will  make  the 
U.S.  labor  markets  as  sclerotic  as 
those  in  Europe. 

A  ten-member  commission  recent- 
ly has  been  unveiled  by  Labor  Secre- 
taiy  Reich.  Its  purpose  is  to  redraft 


labor  laws  so  iinicjn  organizing  eff 
will  be  made  easier.  It's  hard  to 
how  this  will  create  new  jobs.  Q 
the  contrar)'.  The  Clinton  Admi 
tration  has  also  begun  to  beat 
drums  for  yet  another  increase 
the  minimum  wage — another  "' 
hire?"  disincentive. 

The  "why  work?"  disincentive 
also  be  enhanced  by  the  extensioi 
time  that  workers  can  receive  un- 
ployment  insurance  benefits. 

Fully  65%  of  the  nev\'  jobs  create 
the  U.S.  during  the  1980s  wen 
small  businesses.  The  income  tax 
creases  against  the  "rich"  (thai 
earnings  of  about  $100,000)  w  ill 
hard  the  vast  number  of  small  fi 
whose  owners  will  ha\  e  that  much 
incentive  to  risk  their  money  by 
panding.  Those  disincentives  wil 
enhanced  fiirther  when  the  he 
care  financing  package  envisionec 
Hillar\'  Clinton  is  put  into  place.  1 
is  likely  to  add  9  to  12  percent 
points  to  workers'  payroll  taxes. 

During  his  recent  trip  to  To 
anci  on  the  advice  of  his  counse 
David  Gergen,  the  President  ca 
for  a  "jobs  summit" — a  Camp  D; 
gathering  this  fall  of  finance  anc 
bor  ministers  from  the  Group 
Seven  advanced  industrial  count! 
At  this  meeting  the  Europeans,  \ 
the  exception  of  the  Brits,  will  p 
the  U.S.  toward  adopting  the  Ei 
pean  Communit\''s  "social  chart( 
which  is  a  declaration  that  sum 
rizes  many  of  the  EC's  job-destro\ 
laws.  If  the  President  wants  to 
those  promised  new  jobs  and 
himself  reelected,  he  will  smile 
tell  the  Europeans  to  keep  Euros 
rosis  on  their  side  of  the  Atlantic, 
don't  need  to  copy  economic  pol 
from  people  who  have  unemp 
ment  rates  of  12%  and  more. 
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Nonstop  to  London. 
Showers  expected  upon  arrival. 


British  Airways'  new  arrival  facilities  at  London's  Heathrow  and  Gatwick  airports  are  making  quite  a  splash.  Now, 
ClubWorld^"and  First  Class  passengers  can  enjoy  a  hot  shower  and  breakfast  or  even  catch  up  on  business  in  our 
private  lounge.  You'll  be  off  to  a  flying  start.  It's  the  way  we  make  you  fed  that  makes  us  the  world's  favourite  airline. 


British  AIRWAYS 


The  worlds  favourite  airline  '1^^ 


un  inc  uuuivci 


Outfits  like  Motorola,  IBM  and  AT&T  rely 

on  patents  to  protect  their  technology  overseas. 

They  smell  a  plot  to  erode  that  protection. 

Foot  in  the  door 


By  Toni  Mack 

All  BHCAUSH  a  little  Dublin  publish- 
ing house  wanted  to  make  a  tew  TV 
junkies  happy,  some  powerful  U.S. 
companies  are  girding  for  battle  with 
European  bureaucrats  over  intellec- 
tual property  rights. 

The  fight  promises  to  be  a  real 
doozy.  At  stake  for  the  Americans: 
billions  of  dollars  in  patented  and 
copyrighted  technology  that  the  Eu- 
ropeans may  force  them  to  license 
abroad.  The  Europeans,  fearful  that 
the  U.S.  is  quickly  passing  them  by  in 
such  critical  areas  as  telecommunica- 
tions and  software,  want  cut-rate  li- 
censing for  that  technology. 

In  1986  tiny  Magill  Publications 
Holding  Ltd.  of  Dublin  wanted  to 
publish  a  weekly  TV  program  guide. 
But  British  and  Irish  broadcasters 
wouldn't  let  Magill  publish  what  they 
planned  to  show,  and  didn't  have 
to — they  had  copyrights  on  their 
program  listings.  Magill  com- 
plained to  the  European  Com- 
mission, which  enforces  laws  on 
competition. 

Hearing  the  evidence,  the 
commission  concluded  in  De- 
cember 1988  that  the  broadcast- 
ers had  "abused"  their  "domi- 
nant position"  in  program  list- 
ings. What's  abuse?  "Abuse  can 
mean  anything  they  say  it  is,"  says 
Brenda  Sufrin,  a  law  professor  at 
England's  Universit)'  of  Bri.stol. 
The  commission  ordered  the 
broadcasters  to  let  Magill  publish 
the  listings. 

Seemingly  a  small  thing,  but  an 
ominous  precedent.  The  deci- 
sion, now  on  appeal  at  the  Euro- 
pean Court  of  Justice,  Europe's 
highest  court,  quickly  caught  the 
attention  of  big  U.S.  companies. 
Norman  Rosen,  general  counsel 
for  ge's  patent  licensing  unit,  ex- 
plains why  he's  Vvorricd:  "Up  till 


now,  deciding  whether  to  license 
your  intellectual  property'  has  been 
considered  a  basic  right  of  patent  and 
copyright  holders.  But  they  [the  Eu- 
rocrats I  went  out  of  their  way  to  force 
[  the  broadcasters]  to  grant  licenses.  If 
they  can  do  it  there,  they  can  do  it 
more  broadly."  In  Europe,  GK  sells 
such  sophisticated  things  as  radar 
equipment  and  medical  scanners. 
What  worries  people  like  Rosen  is  that 
the  Eurocrats  will  decide  that  their 
intellectual  property'  is  just  as  much  in 
the  public  domain  as  the  commission 
has  ruled  the  l  v  listings  are. 

A  group  called  the  Intellectual 
Propert)'  Owners — whose  members 
include  GH,  IBM  and  Digital  Ec]uip- 
ment — has  intervened  in  the  Magill 
case.  Their  goal?  "To  make  sure  that 
simply  having  an  intellectual  property 


right  doesn't  put  you  in  a  'domiri 
position,'  and  that  merely  exercis 
that  right  isn't  by  itself  an  abuse,"  ■ 
Ronald  Myrick,  a  Boston -based  [ 
ent  attorney  who  is  a  member  of 
group's  board. 

Another  group  of  high-technol 
companies — the  Computer  &  B 
ness  Equipment  Manufacturers  A: 
ciation — has  filed  its  own  compl; 
with  the  European  (Commission  tc 
to  forestall  compulson'  licensing 
telecommunications. 

No  wonder.  European  stand; 
on  things  like  switching  equipni 
and  cellular  phones  are  set  by 
European  Telecommunications  Si 
dards  Institute.  Six  months  ago 
group  mandated  that  companies  1 
want  to  help  set  the  standards  n 
agree  to  license  their  relevant  pate 
and  copyrights  to  everyone  else. 

Suppose,  for  example,  that  a  I 
company  holds  an  important  pal 
on  a  microchip  for  cellular  phoi 
Unless  the  U.S.  firm  agrees  to  lice 
it  to  competitors — at  a  royalt}' 
ultimately  controlled  by  the  stand 
institute — its  chip  won't  be  con 
ered  for  cellular-phone  stand; 
across  12  or  more  countries.  Who 
the  lion's  share  of  votes  at  the  ir 
tute?  State-owned  phone  compa: 
that  don't  want  to  have  to  comf 
with  technology  created  in 
J  free  market  by  the  likes  of  Mo 
i  ola,  AT&T,  Canada's  Nortf 
I  Telecom  and  Holland's  Phili) 
■  What  it  boils  down  to  is  t 
Unable  to  develop  competi 
technology',  the  state -o\\ 
companies  and  their  allies  in 
bureaucracy  want  to  make 
private  companies  sell  them  tt 
nology  cheaply.  "European  p 
cymakers  have  tried  all  manne 
things  to  develop  European  tc 
nology,  with  mixed  success," 
Emery  Simon,  a  former  I 
trade  negotiator  on  intellec 
property.  So  it's  not  surpri: 
the\''re  now  going  after  Amer 
patents. 

Socialism  has  collapsed  in  c 
em  Europe,  but  it  seems  tc 
flourishing  in  western  Eurc 
No  wonder  the  U.S.  technol 
companies  are  seriously  alari 
by  what  looked  like  an  innoi 
decision  involving  T\'  progr 
ming  information. 
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In  the  business  of  computer  hardware, 
putting  your  distribution  network  together 
is  no  peripheral  issue. 
Indeed,  your  strategy  for  getting  product  to  market  can  be 
a  major  competitive  strength.  And  a  means  of  adding  profits 
to  the  bottom  line.  Provided  you  connect  with  a  creative 
logistics  partner  like  Menlo  Logistics,  a  CF  company 

Forward-thinking  companies  in  many  industries  have 
shortened  response  times  and  cut  both  inventory  and 
transportation  costs  by  working  with  Menlo  Logistics.  Our 
experienced  professionals  design  and  administer  state- 
of-the-art  solutions  customized  to  your  logistical  needs. 

Using  the  most  advanced  information  technology, 
we'll  handle  everything  from  dedicated  warehousing 
and  contract  carriage  to  inventory  control  and  order  ful- 
fillment.  So  you're  tree  to  focus  on  running  your  business.  -  - -* 

As  part  of  the  CF  family  of  companies,  Menlo  Logistics  brings  you  a  solid  foundation  of 
transportation  know-how.  Along  with  a  commitment  to  satisfying  customers  -  ours  and  yours. 

So  get  an  edge  on  your  competition.  Hook  up  with  Menlo  Logistics.  And  see  what  a  better 
'logistics  network  can  do  for  your  net  profits.  For  more  information,  call  (415)  327-1693. 


COnSOLIDRTED  FREIGHTUIRVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Companif 


Menlo  Logistics,  our  comprehensive  logistics  management  seniccs  company. 


If  you  insure  against  the  risk  of  being  cheated  out  of 
your  retirement  benefits,  you  may  get  clobbered  by  the 
IRS.  But  a  new  ruling  offers  a  way  out. 

Pension  hazard 


By  Carolyn  T.  Geer 

Bad  NEWS:  If  you  make  more  than 
$150,000,  part  of  your  pension  may 
be  in  jeopardy.  Good  news:  A  recent 
Internal  Revenue  Sen  ice  ruling  per- 
mits you  to  insure  against  this  peril 
without  a  big  tax  penalty. 

Pensions  are  becoming  riskier  be- 
cause the  new  tax  act  cuts  from 
$235,000  to  $150,000  the  annual 
compensation  that  can  be  considered 
in  figuring  an  employee's  qualified 
plan  benefits  (Forbhs,  Api'.  26).  So  a 
$200,000  manager  who  expects  a 
monthly  pension  benefit  figured  on  a 
percentage  of  his  salary  can  draw  only 
three-fourths  of  that  pension  from  the 
company's  well-secured  pension 
fimd.  The  rest  is  going  to  be  a  pay-as- 
you-go  disbursement  from  the  com- 
pany's checking  account. 

Anything  wrong  with  that.^  Not  if 
tlie  employer  is  guaranteed  to  stay 
financially  solid  for  another  40  years. 


and  certain  never  to  be  taken  over  by 
new  managers  tempted  to  renege  on 
pension  promises.  Of  course,  there  is 
no  such  companx'. 

Obvious  solution:  Have  your  em- 
ployer set  aside  supplemental  retire- 
ment contributions  in  a  legalh'  irrevo- 
cable trust.  Problem  with  this  solu- 
tion: These  contributions  become 
immediately  taxable  to  you. 

You  can,  however,  buy  insurance  to 
guarantee  your  pension.  Does  this 
make  the  value  of  the  future  benefit 
immediately  taxable?  No,  said  the  iRS, 
in  a  private  letter  ruling  handed  down 
in  August.  The  case  involved  a  policy 
sold  by  American  International 
Group  that  covers  an  employer's  in- 
abiUt)'  or  unwillingness  to  pay  bene- 
fits owed.  An  unnamed  employee 
who  wanted  to  buy  the  insurance  to 
cover  his  deferred  compensation  was 
assured  by  the  IRS  that  havinu,  the 


coverage  wouldn't  make  his  fti 
benefits  taxable  now.  (To  be  sure 
supplemental  monthly  payout  wi 
taxable  when  he  gets  it.) 

The  ruling  goes  a  step  furthe 
says  that  fiiture  benefits  aren't  irr 
diately  taxable  even  if  the  empl^ 
persuades  his  employer  to  reimb 
him  for  the  premiums.  The  prerr 
reimbursement,  however,  is  imrr 
ately  taxable,  notes  New  Yorkl 
lawyer  Richard  Reinhold  of  0 
Gordon  &  Reindel.  Example: 
want  to  protect  future  benefits 
you  estimate  will  total  $100,000 
your  lifetime.  So  you  pay  S2,000 
five-year  policy  and  get  reimburse 
your  employer.  That  $2,000  goe 
your  W-2  next  Januar\',  but 
$100,000  doesn't.         '  , 

When  you  finally  retire,  it  wl 
seem  fair  to  deduct  your  premi 
against   \our   pension    (or  pi 
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INSURANCE 


payout).  But  the  IRS  hasn't  ruled  on 
the  legality  of  such  a  deduction.  Keep 
your  fingers  crossed. 

The  tax  ruling  is  a  big  plus,  but 
there  remains  a  big  deterrent  to  these 
insurance  policies:  their  cost.  The 
lump  sum  premium  on  a  fne-year 
policy  couki  be  1.25%  of  dollars  cov- 
ered to  2.5%  or  more,  depending  on 
how  financially  shaky  your  employer 
is.  Worse,  the  insurance  company  can 
refuse  to  sell  you  more  years  of  cover- 
age or  can  raise  renewal  premiums  it 
your  employer's  balance  sheet  deteri- 
orates. To  overstate  the  case  a  bit:  You 
can  artbrd  the  insurance  only  if  you 
clon't  need  it. 

Some  employees  may  be  better  off 
just  asking  for  a  raise  in  lieu  of  supple- 
mental retirement  benefits,  and  bank- 
ing the  money  for  their  old  age. 

Partner  buyouts 

Ciood  news  tor  shareholders  in  closely 
held  businesses:  It  just  got  easier  to 
use  life  insurance  to  bu\'  out  the  share 
of  a  deceased  partner. 

Say  a  corporation  has  r\vo  share- 
holders. In  a  typical  stock  redemption 
plan,  the  corporation  owns  life  insur- 
ance policies  on  each  of  them.  When 
one  dies,  the  corporation  uses  the 
death  benefit  to  buy  his  shares  from 
his  estate.  Untortunately,  the  insur- 
ance proceeds  are  the  company's 
property  and  thus  prey  to  creditors; 
they  may  trigger  for  the  company  the 
alternatix  e  minimum  tax;  and  the  sur- 
viving shareholder  gets  no  cost  basis 
for  the  shares  he  indirectly  bought 
with  the  insurance  proceeds. 

A  cross-purchase  plan,  where  the 
shareholders  own  policies  on  each 
other's  lives,  avoids  these  pitfalls. 
"The  problem  is  you  can't  get  there 
imless  you  start  there,"  says  tax  lawyer 
Joseph  Newbcrg  of  Boston's  Sullivan 
&  Worcester.  It's  hard,  in  other 
words,  to  convert  corporate-owned 
life  insurance  to  individuallv  owned 
policies  for  cross-purchase  plans. 
Why.^  Canceling  the  old  policies  and 
buying  new  ones  isn't  always  feasible 
because  tliere  may  be  hefiy  cancel- 
ation fees,  and  the  shareholders — 
now  older — may  no  k:)nger  be  insur- 
able at  atfordable  rates,  if  at  all. 

Alternatixely,  transferring  the  in- 
surance policies  from  the  company  to 
the  shareholders  triggers  something 


called  the  transfer-for-\alue  rule, 
causing  the  death  benetits,  which  are 
ordinarily  income  tax  free,  to  be 
taxed.  The  transfer-for-valuc  rule 
does  not  apply,  however,  if  a  policy  is 
.transferred  to  a  partner  of  the  insured 
or  to  a  partnership  in  which  the  in- 
sured is  a  partner. 

Now  comes  the  good  news.  A  pri- 
vate letter  ruling  allows  two  share- 


holders to  form  a  partnership  for  the 
sole  purpose  of  receiving  and  holding 
insurance  policies  to  facilitate  a  cross- 
purchase  plan.  "What  surprises  me  is 
the  IRS  is  allowing  these  people  to  take 
a  step  which  has  only  one  purpose — 
tax  avoidance,"  says  Michael  Fay  of 
Boston  attorneys  Hale  &  Dorr.  "The 
barn  door  is  open." 

Before  you  stampede  through, 
though,  take  note.  Running  the  in- 
surance proceeds  through  the  part- 
nership creates  other  complications. 
For  example,  absent  special  pro\'i- 
sions,  half  the  proceeds  will  belong  to 
the  cieceased  partner,  boosting  his 
taxable  estate  while  at  the  same  time 
reducing  the  cash  the  sumving  part- 
ner has  to  bu\'  him  out.  You  might 
instead  form  a  partnership  with  some 
other  function,  such  as  holding  a  rent- 
al property,  and  transfer  the  policies 
to  the  partners  directh',  sa\'s  Larn' 
Elkin,  a  financial  planner  in  Hastings- 
on-Hudson,  N.Y'.  "For  that  matter," 
he  says,  "find  some  publicly  traded 
partnership  and  each  of  you  buy  a 
share.  You're  partners."  -C.T.G. 


No-load's  enemies 

I'he  battle  goes  on  between  advoca 
of  no-load  life  insurance  (the  k 
that  doesn't  pay  a  sales  commissioi 
an  agent)  and  the  opposition  ton 
the  latter  including  most  of  the  ins 
ance  industrv'.  Hach  side  has  score 
\  ictor)'  recently. 

The  case  for  no-load  life  and  ( 
abilit}'  insurance  is  twofold.  First 
should  make  the  expert  who  picks  i 
a  policy  for  a  customer  more  \m\ 
tial.  Since  he's  paid  by  an  hourly 
onlv,  he  is  not  tempted  to  push  a  1 
policy  just  because  it  carries  a  fat  s. 
commission.  Second,  it  should  s 
monev.  The  sales  commission  o 
loaded  $1  million  life  insurance  po 
for  a  middle-aged  buyer  could  ea 
run  $14,000;  presumably  no  adv 
collecting  an  hourly  fee  would  run 
a  bill  like  that. 

The  no-load  camp  scored  a  poin 
Michigan.  That's  one  of  the  m 
states  where  the  legislature  and 
insurance  commissioner  are  m 
concerned  with  the  welfare  of  C( 
missioned  agents  than  with  that 
buyers.  In  1990  the  Michigan  Ini 
ance  Bureau  ordered  Peter  Katt,  a  1 
only  life  insurance  ad\iser  in  W 
Bloomfield,  to  stop  telling  consun 
how  they  could  get  rebates  of  s: 
commissions.  (You  do  that  by  buy 
the  policy  in  California  or  Florida, 
only  two  states  that  allow  rebat 
Katt  sued  in  federal  court,  argu 
that  he  has  a  constitutional  righi 
tell  Michigan  consumers  about  1" 
they  can  get  a  better  deal  elsewh 
In  a  June  court  settlement,  the  Mi( 
gan  Insurance  Bureau  backed  dov 

The  commissioned  agents,  me 
while,  have  won  a  skirmish  in  C^ok 
do.  There,  insurance  regulators  issi 
a  letter  in  June  to  insurance  com 
nies,  declaring  that  agents  ir 
"cease  and  desist  from  charging  at 
tional  fees  outside  of  the  terms' 
insurance  policies.  Ostensibly, 
rule  protects  consumers  from  ha\ 
to  pay  fees  on  top  of  the  sales  comr 
sions  built  into  policy  premiums, 
practice,  says  James  Schwartz,  an 
glewood,  Colo,  fee-only  finan 
planner,  the  effect  is  the  rexerse 
protects  traditional  agents  from 
load  competition.  After  all,  chargii 
fee  is  the  onh'  way  no-load  ad\  i 
get  paid  for  their  ser\'ices. 

-Gretchen  Morgenson 
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MONEY  &  INVESTMENTS 

There  still  is  money  to  be  made  from  deflation, 
but  this  phase  is  almost  over. 

The  coming 
reflation 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


Now  THAT  the  Clinton  budget  is  law, 
analysts  are  struggling  with  its  impli- 
cations for  budget  deficits,  the  econo- 
my and  the  financial  markets.  But  the 
budget  is  not  what  investors  should 
focus  on  when  making  long-term  in- 
vestment decisions.  Arbitrage  pres- 
sures, not  budget  deficits,  will  drive 
security  prices  and  investment  returns 
(wer  the  next  decade. 

Arbitrage  is  the  art  of  trying  to 
profit  from  price  discrepancies.  I  use  it 
here  in  the  sense  of  tr\'ing  to  profit 
from  yield  discrepancies.  The  current 
bull  market  in  stocks  and  bonds  has 
been  fijeled  by  people  moving  from 
extremely  low  yields  on  cash  equix  a- 
lents  to  the  perceived  higher  yields  on 
stocks  and  bonds.  This  is  deflation 
arbitrage — a  bet  that  inflation  will 
stay  low  and  that  long-term  paper 
assets  are  the  place  to  be. 

Deflation  arbitrage  is  still  the  most 
important  force  in  the  imestment 
markets  after  12  years.  Deflation  has 
forced  the  Fed  to  push  short-term 
interest  rates  to  absurd  lows,  chasing 
money  market  investors  irito  mutual 
flmds.  This  has  sharply  increased  se- 
curity' valuations. 

Although  in  my  view  the  deflation 
stoiy  is  nearly  over,  in\  estors  can  arbi- 


trage successfully  in  its  waning  stages 
in  three  ways: 

First,  bet  on  rising  asset  values  and 
low  interest  rates  by  buying  financial 
companies,  such  as  Keycorp,  Wacho- 
\  ia,  Fannie  Mae  or  Beneficial,  where 
improving  portfolio  quality  and  gen- 
erous net  interest  margins  are  produc- 
ing strong  earnings  growth.  Any  set- 
backs these  companies  suffer  will  be 
short-lived. 

Second,  take  ad\  antage  of  the  vola- 
tility' and  flood  of  refinancing  and 
restructuring  activit}'  by  owning 
transactions-ciriven  financial  stocks, 
such  as  Bankers  Trust,  Morgan  Guar- 
anty- or  Merrill  Lynch. 

Third,  purchase  the  consumer 
products  companies  at  the  bottom, 
where  they  offer  excellent  value  at 
tociay's  prices.  Becau.se  continuing 
deflation  means  that  many  can  no 
longer  easily  raise  prices,  analysts  have 
selectively  lowered  earnings  growth 
for  terrific  companies  like  Philip  Mor- 
ris, Merck,  Kellogg  and  Nike,  driving 
their  stocks  down  sharply. 

Looking  further  out,  however,  the 
deflation  play  is  in  its  late  stages.  The 
next  arbitrage  phase,  reflation,  is 
about  two  years  away.  It  awaits  a 
change  of  Fed  governors,  but  if  you 
believe,  as  I  do,  that  the  Clinton 
Administration  is  concentrating  on 
reciistributing" wealth,  not  creating  it, 
you  have  to  be  concerned  about  the 
eventual  return  of  inflation.  The  new 
higher  tax  rates  will  reduce  investors' 
aftertax  income  from  securities  b\' 
more  than  20%,  drawing  investors  out 
of  financial  assets,  pushing  stock  and 
bond  prices  down  and  interest  rates 
and  commodity  prices  up. 

Thus  investor  anticipatit)ns  will 
change.  They  will  come  to  expect 
lower  returns  from  stocks  and  bonds, 
higher  returns  from  property  and 


commodities.  So  they  will  arbitrage 
get  out  of  stocks  and  bonds  and  ir 
the  hard  stuff.  Investors  should  bej 
preparing  for  this  now  by  trimmi 
stock  and  bond  allocations,  han-e 
ing  some  gains  Irom  the  1980s,  a 
redeploying  money  in  gold,  silvl 
commodities  and  real  estate.  Thi 
investments  can  be  made  directly, 
buying  bullion,  copper,  buildings  a 
the  like,  or  indirectly,  by  buyi 
American  Barrick,  Phelps  Dodge  a 
REUS.  It  may  be  va'o  or  three  ye 
before  the  reflation  story  is  gener 
accepted,  so  you  don't  need  to  hui 
But  there  are  big  bucks  to  be  rn£ 
here  if  ultimately  you  are  right. 

There  is  a  third  form  of  arbitra 
what  I  will  call  global  capital  at 
trage.  It  is  by  far  the  most  powerfial 
was  created  by  the  sudden  openin§ 
world  capital  markets  in  the  past  i 
years,  which  exposed  an  unsustaj 
able  imbalance  between  the  low 
turns  on  capital  available  to  invest 
in  the  U.S.,  Western  Europe  and 
pan,  and  the  high  returns  in  A 
Latin  America  and  Eastern  Euroi 
This  yield  wedge  has  opened  a  floe 
gate.  Machines  and  money  are  pa 
ing  into  China,  Mexico,  Brazil. 

There  are  two  distinct  wa\'s  to  b< 
efit  from  global  capital  arbitrage.  C 
is  to  invest  in  turnarounds  here 
home.  Shares  in  many  large  dome: 
companies  are  depressed  because 
vestors  are  disgusted  with  the  1 
returns  thev  have  shown  in  rec 
years.  As  this  message  gets  through 
boards  of  directors,  big  changes 
cur,  as  we  ha\  e  seen  at  Sears,  Gen< 
Dynamics,  IBM  and  Eastman  Koc 
With  these  changes,  money  will  fl 
back  into  these  stocks. 

The  other  way  is  to  invest  in 
fast- growing  companies  fed  by 
capital  flows.  These  can  either 
familiar  names  with  large  and  grc 
ing  businesses  in  these  countries. 
Coke  and  Pepsi,  or  unfamiliar  nan 
like  Tsingtao  Beer,  Giordano  He 
ings  and  Shangri  La  Hotels,  three  t 
on  Chinese  growth  that  trade  on 
Hong  Kong  exchange. 
■   In  Latin  America  the  stocks  oft' 
phone  giants  Telmex  and  Telel 
offer  growth  opportunities  in  Me> 
and  Brazil  at  attractive  prices.  All 
benefit  from  the  capital  flowing  i 
their  countries  from  the  U.S.,  Eur 
and  Japan. 
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NEW  FRONTIERS 


The  nations  of  southern  Africa  are 
courting  international  investors  with 
increasing  confidence  these  days.  Their 
efforts,  already  substantial  in  such 
countries  as  Botswana  and  Namibia, 
are  being  spurred  by  South  Africa's 
readmission  to  the  African  and 
international  communities  and  by  its 
potential  to  generate  new  growth  in 
the  region  after  its  imminent  transition 
from  apartheid  to  democracy.  They 
also  look  to  the  day  when  cooperation 


■■.  TANZANIA 


;  Zimbabwe; 
botswana..  mozambique 

::>,AriL.MjD 


in  a  southern  African  economic 
community  will  open  bigger  local 
markets  for  their  own  products, 
stimulate  exports  and  encourage 
sustained  foreign  investment. 

This  special  report  on  southern 
Africa  surveys  some  of  the  countries 
in  a  region  endowed  with  much  of 
the  world's  mineral  wealth  and  in 
which  an  increasing  number  of 
countries  have  established  democratic, 
market-driven  economies. 


BOTSWANA 

Out  of  the  Desert 


k  BOUT  THE  SIZE  OF  TEXAS  but  with  a 
I  %  population  of  only  1 .4  million,  Botswana 
,        occupies  a  singular  position  in  Africa 

its  subcontinent. 

\  great  expanse  of  landlocked  desert  and 
T I  and  in  the  heart  of  southern  Africa,  Botswana 
Listained  Africa's  most  enduring  democracy 
maintained  a  high  degree  of  financial  and 
ical  creditworthiness  based  on  its  open,  high- 
1  /th  economy. 

Jot  surprisingly,  Botswana  finds  itself  playing 
idership  role  in  the  continent's  affairs.  Its 
dent.  Sir  Ketumile  Masire,  is  a  founding 
iber  and  serves  as  co-chairman  with  Robert 

;  amara  and  the  Netherlands'  Jan  Pronk  of  the 
ential  Global  Coalition  for  Africa,  which  seeks 
KUb  the  attention  of  donors  and  African 
rnments  on  ways  and  means  of  overcoming 

I  political  and  developmental  problems 
•on  ting  the  continent's  nations, 
ippropriately  too,  Botswana's  capital, 

'  irone,  hosts  the  headquarters  of  the  Southern 
an  Development  Community  (SADC),  an 

(  :ia tion  of  states  established  on  the  initiative  of 
rst  President,  Sir  Seretse  Khama,  to  lessen 
dependence  on  neighboring  South  Africa 
ig  the  apartheid  era.  With  Pretoria  finally 


The  President  of  Botswana,  Sir  Ketumile  Masire, 
leads  Africa's  most  enduring  democracy  and  hosts 
the  headquarters  of  the  Southern  African 
Development  Community. 
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The  Vice  President  of 
Botswana, 
Festus  Mogae,  sees 
the  development  in 
southern  Africa  of  a 
new  regional 
dispensation  in 
which  there  will  be 
freer  movement  of 
people  and  goods. 


renouncing  apartheid  following  decades  of 
ostracism,  SADC  is  preparing  to  add  South  Africa 
to  its  membership  after  elections  are  held  to  install 
a  new,  representative  government.  Like  its 
associates  in  SADC,  Botswana  now  hopes  that  its 
ideal  of  greater  economic  cooperation  and  growth 
in  the  region  can  begin  to  be  realized. 

Until  independence  in  1966,  Botswana,  then 
the  former  British  colony  of  Bechuanaland,  was 
home  to  about  500,000  cattle  herders  ruled  over  by 
a  handful  of  benign  civil  servants.  But  astute 
management  of  substantial  diamond  and  other 
mineral  resources  discovered  shortly  after 
independence  has  helped  Botswana  to  maintain  a 
growth  rate  in  Gross  Domestic  Product  (GDP), 
which  has  averaged  13  percent  since  then. 
Measured  in  its  own  currency,  the  Pula,  which 
means  rain,  its  foreign  exchange  reserves  have 
grown  to  nearly  P9  billion  (about  US$4  billion), 
and  currently  exceed  by  about  40  percent  those 
held  by  South  Africa,  a  country  of  35  million 
people.  By  World  Bank  standards,  Botswana  now 
ranks  as  a  middle-income  economy. 

Agriculture  -  mainly  beef  production  -  which 
accounted  for  41  percent  of  GDP  at  independence, 
has  been  replaced  by  mining  as  the  country's 
main  revenue  earner.  Mining  now  accounts  for  40 
percent  of  GDP  through  the  development  of  its 
diamond  and  copper /nickel  deposits.  Today, 
Botswana  is  one  of  the  world's  three  most 
important  diamond  producers. 

Diamond  revenues,  accounting  for  80  percent 
of  Botswana's  exports,  have  enabled  government 
to  finance  major  infrastructure  development. 


About  90  percent  of  children  of  primary  set 
age,  and  about  30  percent  of  secondary  school! 
children,  are  enrolled  in  educational  institutj 
throughout  the  country.  Some  80  percent  of  r 
villagers  have  access  to  potable  water  and  ab 
85  percent  are  within  15  kilometers  of  a  he 
facility.  And  as  Botswana's  Vice  President,  Fe 
Mogae,  puts  it:  "We  like  to  say  that  at  independ« 
we  had  three  kilometers  of  tarred  roads.  Now 
have  more  than  3,000." 

However,  international  recession,  which 
dampened  demand  for  diamonds  and  o 
primary  commodities,  has  in  more  recent  ti 
halved  Botswana's  growth  rate  to  6.5  percent, 
situation  has  been  aggravated  by  Angolan 
Russian  diamond  diggers  who  defied  the  powe 
Central  Selling  Organization  (CSO)  and  floe 
the  market.  As  a  result,  the  CSO,  whic 
controlled  by  the  South  African  conglomerate 
Beers,  and  which  markets  most  of  the  woi 
diamond  output,  had  to  impose  quotas 
producers.  The  quota  limited  Botswana's  sal< 
75  percent  of  its  rated  production  capacity,  bu 
restriction  has  recently  been  eased  to  80  perc 

Realizing  that  "perhaps  diamonds  are 
forever,"  as  Trade  and  Investment  Promc 
Agency  (TIPA)  Director  Dihelang  Tsheko  pu 
Botswana  is  now  stepping  up  its  efforts  to  dev 
local  manufacturing  and  to  attract  foreign  inve; 
into  secondary  industry.  Rapid  urbanization 
growing  unemployment,  which  is  estimate 
about  17  percent,  is  making  the  drive  into  i 
mining  industrialization  even  more  imperat 

Manufacturing  output  has,  in  fact,  expar 
significantly,  averaging  about  5  percent  of  C 
Mining  GDP  in  1985/86  prices  rose  from  PI 
million  in  1986/87  to  PI ,550  million  in  1991  /9 
increase  of  4.8  percent  a  year.  In  cont 
manufacturing  sector  GDP  increased  from  1 
million  to  P238  million  over  the  same  perioc 
increase  of  10.3  percent  a  year.  Indeed, 
manufacturing  sector  now  employs  more 
three  times  as  many  Batswana  as  the  mining  se 
While  the  number  employed  in  the  mining  se 
increased  from  7,500  in  1986  to  7,600  in  199: 
increase  of  0.2  percent  a  year,  employment  ic 
manufacturing  sector  grew  from  12,200  to  2^ 
over  the  same  period,  an  increase  of  14.3  pet 
a  year.  Exports  of  manufactured  goods,  mc 
textiles,  have  been  the  fastest  growing  compo 
of  trade  in  recent  times. 

"In  the  early  1980s,"  says  TIPA's  Tsheko, 
had  no  more  than  80  medium-  to  large-; 
factories.  Now  there  are  several  hundred." 

Ln  its  drive  to  attract  foreign  investment,  1 
had  already  established  offices  in  Belgium,  w 
its  representatives  serve  European  Commt 
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tidiis,  in  Hong  Kong,  in  Sweden,  the  United 
igdom  and  the  United  States.  According  to 
icko,  TIPA's  focus  on  attracting  investment 
m  the  Far  East  has  resulted  in  an  announcement 
a  Hong  Kong  company  that  it  will  establish  a 
tile  factory  at  Selebi-Phikwe,  the  central  district 
vn  which  hosts  an  ambitious  regional 
irelopment  program  to  encourage  import- 
jstitution  and  export-oriented  non-mining 
erations. 

Underpinned  by  foreign  exchange  reserves 
rived  from  mineral,  mainly  diamond,  revenues, 
mge  of  incentives  imder  the  Financial  Assistance 
licy  (FAP)  has  been  introduced  to  stimulate 
'estment  in  labor-intensive,  high  value-added 
inufacturing.  One  component  of  FAP,  the 
'tomatic  FAP,  provides  for  a  five-year  tax 
iiday  and  reimbursement  of  wages  paid  to 
skilled  labor  and  of  selected  training  costs.  The 
se-by-Case  FAP  package  provides  up-front 
ints  for  capital  equipment,  reimbursement  of 
tain  training  costs  and  grants  to  augment  sales 
1  pay  for  substantial  portions  of  unskilled  labor 
ges.  An  independent  review  of  FAP  is  expected 
be  initiated  in  1993.  "We  will  modify  our 

Iiustrial  incentives  as  we  gain  experience  and  as 
establish  the  needs  of  investors  and  create 
er  development  zones,"  says  Tsheko. 


Already,  several  major  multinationals  have 
established  operations  in  Botswana.  "We  use  them 
as  our  point  of  reference,"  says  Vice  President 
Mogae.  "They  know  that  we  honor  our  word,  that 
political  stability  is  virtually  guaranteed  and  that 
there  will  be  continuity  in  investment  policies. 
When  it  comes  to  democracy  and  human  rights, 
we've  had  these  all  along,  not  because  the  World 
Bank  told  us  we  should  have  them,  but  because 
we  wanted  it  that  way." 


National  Parks  & 
Game  Reserves 


Lechwe  antelope 
splash  in  the 
waters  of  the 
Okavango  Delta, 


Botswana's  main 
tourist  attraction 
and  one  of  the 
world's  great 
natural  wonders. 


SOUTHERN  AFRICA  —  SPECIAL  ADVERTISING  SECTION 


Botswana  Development 
Corporation  Managing 
Director,  Mike  Molefane 
...  "We  want  to  diversify 
as  far  as  possible  out  of 
diamonds." 


The  Botswana  Development  Corporation 
(BDC)  is  a  major  domestic  investor,  operating 
partnerships  witii  foreign  companies  and  local 
entrepreneurs.  It  has  helped  to  create  1 2,500  jobs 
in  35  subsidiaries,  31  associated  companies  and 
43  firms  to  which  lending  commitments  have 
been  made.  "Our  aim  is  to  take  minority  interests 
in  projects,"  says  BDC  Managing  Director,  Mike 
Molefane.  "We  want  to  diversify  as  far  as  possible 
out  of  diamonds,  and  because  of  our  small 
domestic  market,  we  must  vigorously  pursue 
exports." 

Identification  of  new  investment  oppor- 
tunities is  the  subject  of  intensive  study  by  the 
World  Bank  and  the  Botswana  government. 
Areas  expected  to  be  identified  include  such 


A  quality  controller  values  diamonds  from 
Jwaneng  mine.  Diamonds  account  for 
80  percent  of  Botswana's  exports. 


The  Company 

Debswana    Diamond  Company 
(Proprietary)  Limited  is  a  unique  part- 
nership between  the  Botswana 
Government  and  De  Beers  Centenary 
AG.  Each  shareholder  in  the  partnership 
holds  50  per  cent  equity.  This  arrangement 
demands  consensus  in  the  decision-making 
process  as  well  as  mutual  trust  and  openness  in 
management  and  shareholder  relationships. 

Debswana  was  formed  in  1969  as  De  Beers  Botswana  Mining 
Company  (Proprietary)  Limited  to  develop  the  Orapa  Mine 
which  had  been  discovered  by  De  Beers  geologists  in  1967 
after  a  12 -year  search. 

The  company  formally  acquired  its  new  name  in  1992  fol- 
lowing an  agreement  signed  in  1991  by  the  shareholders  to 
set  up  its  head  office  in  Gaborone. 

Mining 

Debswana,  which  ranks  among  the  major  mining  companies 
of  the  world,  now  operates  the  Jwaneng,  Orapa  and 
Letlhakane  diamond  mines,  it  produces  some  16  million 
carats  per  annum  and  its  capital  employed  and  nett  revenue 
exceed  PI  billion. 

Since  diamonds  continue  to  be  the  mainstay  of  Botswana's 
economy,  the  three  mines  have  contributed  enormously  to 
the  country's  economic  development  through  their  impact 
on  national  revenue,  foreign  exchange  and  the  workings  of 
the  multiplier  effect. 

To  increase  production,  Debswana  has  started  a  P409  million 
Fourth  Expansion  Project  at  the  Jwaneng  Mine. 
Commissioning  of  the  extended  plant  is  scheduled  to  begin 
during  the  fourth  quarter  of  1994  with  full  production 
planned  for  the  middle  of  1995.  When  fully  operational,  it 
will  increase  ore  treatment  by  33  per  cent  and  diamond  pro- 
duction by  21  per  cent. 


Debswana  owns  the  Botswana 
Diamond  Valuing  Company  (BDVC) 
which  was  established  in  1974  to  sort 
and  value  production  of  the  Orapc 
Mine,  which  was  the  only  operating 
mine  at  the  time. 

Debswana  also  owns  the  Teemant 
Manufacturing  Company  (Proprietary 
Limited  located  in  Serowe,  one  of  the  largest  vil 
lages  in  Botswana.  This  diamond  cutting  and  polishing 
factory  was  officially  opened  by  the  President  Sir  Ketumik 
Masire  in  November  1992. 

IVaining  and  localisation 

Debswana  is  one  of  the  largest  single  employers  outside  tht 
government.  It  employs  more  than  6  000  people,  over  90  pei 
cent  of  whom  are  Batswana.  An  intensive  training  and  locali 
sation  programme  including  scholarships  and  training 
courses  -  ensures  that  citizen  employees  are  trained  in  even 
facet  of  the  company's  operations.  The  company  has  also  ar 
accountancy  training  centre  in  Gaborone. 

Social  Investment 

Debswana  has  for  many  years,  through  its  Donations  Fund 
made  a  significant  contribution  to  the  development  o 
Botswana  by  providing  financial  assistance  to  community 
projects  throughout  the  country. 

A  large  portion  of  Debswana's  assistance  has  been  directed  a 
the  provision  of  educational  facilities  through  projects  sue! 
as  community  junior  schools.  The  company  considers  thi 
provision  of  educational  opportunities  an  important  aspec 
of  national  development.  Debswana  believes  that  the  burder 
of  educating  and  training  manpower  needed  by  the  Botswan; 
economy  should  be  shared  by  all  prospective  beneficiaries. 

Debswana  also  supports  organisations  which  make  ar 
important  contribution  to  the  development  of  Botswana  o 
which  nurture  its  natural  resources. 
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I  istream  processing  as  leatherware  from  cattle 
■s;  glassware  from  soda  ash  mined  at  Sua  Pan 
L'ntral  Botswana;  jewelry  manufacture  and 
insion  of  diamond  cutting;  meat  processing 
abattoir  by-products;  and  cotton  production. 
I  tliough  Botswana  is  driving  hard  to  diversify 
id  dependence  on  the  export  of  a  few  major 
crals,  mining  still  offers  new  investment 
jrtunities,  says  Baledzi  Gaolathe,  Managing 
ctor  of  Debswana  Diamond  Company,  which 

I  intly  owned  by  De  Beers  of  South  Africa  and 
Botswana  government. 
'There  are  other  minerals  here/'  says  the  former 
ranking  civil  servant  in  Botswana's  finance 

'  istry.  "Exploration  must  continue,  and  we 

...t  consider,  for  example,  developing  our  coal 
rves  in  processed  form  for  power  to  the  region. " 
■ed,  despite  the  depressed  diamond  market, 

I  lathe  says  Debswana's  Jwaneng  mine  is  being 
mded  at  a  cost  of  P409  million  (about  US$180 
ion).  "We  cannot  afford  to  stand  still,"  he 
ains. 

Aapr  opportunities  are  also  presented  by 
;  asm.  Botswana  has  three  national  parks  and 
game  reserves.  Its  most  singular  attraction  is 
Okavango  Delta,  which  ranks  among  the 
Id's  greatnatural  wonders.  Rich  in  animal  and 
life,  the  Delta  is  fed  by  the  Okavango  River, 
:h  rises  in  the  highlands  of  Angola,  then 
tads  into  a  wilderness  of  waterways  and 
ppears  in  the  Makgadikgadi  Pans  in  the  heart 
r  Kalahari  Desert. 

\1  ready  a  sought-after  destination,  tourist 
ities  are  gradually  being  expanded  to 
|i  ement  government's  policy  of  promoting  low- 
|me,  high-cost  tourism  in  the  sensitive  Delta 

tut  Botswana  also  recognizes  that  its  tourism 
ntial  can  best  be  developed  in  association 

other  naturally  well-endowed  countries  in 
region.  Through  more  concerted  regional 
keting,  attractive  permutations  can  be 
aged,  offering  tourists  the  pick  of  a  rich 
!ty  of  destinations  on  a  single  tour, 
lowever,  development  of  regional  potential 
nds  to  a  great  degree  on  the  establishment  of 
w  constitution  and  democratic  order  in 
hboring  South  Africa  which  is  generally 
ed  as  the  region's  principal  engine  of  growth. 
!n  that  hope  that  much  of  Botswana's,  and  the 
)n's,  future  prosperity  lies. 
IS  Botswana's  National  Development  Plan 
.991  to  1997  views  the  situation:  "Recent 
lopments  towards  peace  in  the  region  will 

Botswana  opportimities  and  challenges.  In 
1990s,  with  resources  being  shifted  from 


Diamond  bearing  kimberlite  pipes,  formed  nearly  1 50  million  years  ago 
and  discovered  in  1973  beneath  50  meters  of  sand  in  the  Kalahari 
Desert,  are  today  the  site  of  Jwaneng  mine  in  southern  Botswana. 


military  towards  socioeconomic  objectives,  faster 
economic  growth  will  be  possible.  Potentially,  this 
could  widen  the  market  for  Botswana's  exports, 
while  at  the  same  time  challenging  the  Botswana 
economy  to  become  more  competitive  in 
productive  efficiency  and  in  attracting  foreign 
investors." 

Vice  President  Mogae  expects  a  "convergence 
of  philosophy"  in  the  region.  Among  countries  in 
southern  Africa,  Botswana,  Zimbabwe,  Namibia 
and  Zambia  are  democracies  with  market-oriented 
economies;  Mozambique  is  settling  its  civil  war 
and  opening  its  economy;  and  South  Africa  is 
haltingly  moving  towards  the  establishment  of  a 
democracy. 

"We  see  the  development  of  a  regional 
dispensation  in  which  there  will  be  freer  movement 
of  people  and  goods,"  says  Mogae. 

Institutional  infrastructures  already  exist  that 
could  facilitate  greater  economic  cooperation  in 
southern  Africa,  offering  countries  in  the  region 
and  foreign  investors  and  traders  larger,  less 
restricted  markets  and  creating  bigger  economies 
of  scale  for  manufacturers. 

Aside  from  SADC,  the  Southern  African 
Customs  Union  (SACU),  consisting  of  South 
Africa,  Botswana,  Lesotho,  Namibia  and 
Swaziland,  provides  another  infrastructure  on 


Baledzi  Gaolathe,  a 
former  top-ranking 
civil  servant  in 
Botswana's  finance 
ministry,  is  now 
Managing  Director 
of  Debswana 
Diamond  Company, 
which  is  jointly 
owned  by  De  Beers 
of  South  Africa  and 
the  Botswana 
government. 
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Laurence  C.  Clarke, 
Deputy  Governor  of 
Botswana's  central 
bank  ... 

"If  there  is  a  chance  for 
meaningful  economic 
cooperation  in  Africa, 
then  it  is  here 
in  the  south. 


which  further  economic  integration  could  be  built. 
Urgent  regional  needs  are  also  stimulating 
practical  cooperative  ventures.  Recent  drought, 
which  wiped  out  crops  and  livestock  in  many 
parts  of  southern  Africa,  led  to  emergency  maize 
supplies  being  shipped  to  South  African  ports  and 
by  rail  to  the  most  remote  parts  of  the  region.  On 
another  level,  power  utilities  in  the  region  are 
working  together  to  form  a  southern  African 
electricity  grid  in  which  countries  with  surpluses 
will  supply  those  in  need.  Development  of  the 
grid  could  obviate  the  need  for  costly  new  power 
stations  in  southern  Africa,  and  the  grid  could 
eventually  span  sub-Saharan  Africa. 

Botswana's  central  bank,  the  Bank  of  Botswana, 
is  an  enthusiastic  advocate  of  regional  cooperation. 
"It  is  vital  for  Botswana  to  belong  to  a  regional 
arrangement  so  that  it  can  participate  in,  for 
example,  rationalizing  location  of  industry,"  says 
Deputy  Governor  Laurence  C.  Clarke.  "If  there  is 


a  chance  for  meaningful  economic  cooperatio 
Africa,  then  it  is  here  in  the  south.  The  region 
extensive  resource  endowments;  its  instituti 

-  banking,  scientific,  education,  infrastruct 

-  are  fairly  mature;  and  through  SADC 
SACU  there  is  already  a  core  of  integral 
structures." 

Viewed  from  Botswana,  what  are  the  prosp 
in  South  Africa  and,  therefore,  of  more  concc! 
regional  cooperation? 

Opinion  differs  widely  on  the  subject.  J 
Debswana's  Gaolathe:  "With  the  remova 
sanctions  and  with  international  acceptability 
would  expect  South  Africa  to  reduce  protection 
and  adopt  a  low-tariff,  export-oriented  econo| 
policy.  However,  in  the  short  term  it  may  hav 
succumb  to  pressure  to  maintain  high  im| 
tariffs  and  encourage  import-substitution  tocr 
employment  for  its  large  numbers  of  unemplc 
and  it  will  have  to  focus  its  attention  anc 
resources  on  meeting  the  aspirations  oi 
dispossessed  people.  But  the  big  multilateral  dc 
institutions  are  sympathetic  towards  South  Al 
and  this  will  give  the  new  government  a  1) 
breathing  space  in  the  provision  of  si 
infrastructure  as  housing  and  education." 

Mogae  takes  a  more  direct  view:  "The  natit 
liberation  movements  that  will  form  South  A  f  r 
new  government  realize  that  their  people  ha\ 
be  housed  and  fed  and  clothed;  that,  there) 
business  must  prosper;  and  that  it  can  only  d 
if  they  adopt  liberal  econom.ic  policies, 
understand  what  that  has  meant  to  our  com 
and  the  South  Africans  will  also  come  to  I 
conclusion,  as  indeed  are  many  of  our  a 
neighbors." 


"Southern  Africa  has  potentially  far  more  to  offer  investors  than,  say,  Easteri 

Europe,"  says  the  Vice  President,  Festus  Mogae. 

"If  political  stability,  multi-party  democracy,  a  well  managed  economy, 
freedom  to  remit  earnings,  profits  and  capital,  no  shortage  of  foreign 
exchange  and  duty-free  access  to  the  largest  single  market  in 
Africa  is  of  any  interest,  :v - 

consider  Botswana. 

Uniquely  on  the  continent,  it  has  all  these  attributes," 

says  the  Governor  of  Bank  of  Botswana,  Quill  Hermans. 


.......   .  ^  .i-.-i-u.   - 


Bank  of  Botswana 
P.O.  Box  712  Gaborone 
:  (09267)351911.  Fax:  (09267)  371231 ,  313890 
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)tswana's  World 
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Diamond  Sales  by  CSO  and  Botswana 


Useful  Contacts 


Department  of  Trade  &  Investment 
Promotion 

Ministry  of  Commerce  and  Industry 

Private  Bag  00367 

Gaborone,  Botswana 

Tel:  267  351  790  Fax:  267  307  375 

European  Economic  Community 

Botswana  Embassy  and  Mission  to  the 

European  Communities 

169  Avenue  de  Tervuren 

1150  Brussels,  Belgium 

Tel:  32  2  735  61  10  Fax:  32  2  735  63  18 

Sweden 

Embassy  of  the  Republic  of  Botswana 
Drottningatan  56  111 
PO  Box  697 

10129,  Stockholm,  Sweden 

Tel:  46  8  723  00  35  Fax:  46  8  723  0087 

United  Kingdom 

High  Commission  of  the  Republic  of 

Botswana 

6  Stratford  Place 

London  W19  9AE,  United  Kingdom 
Tel:  44  71  499  0031  Fax:  44  71  495  8595 

United  Nations 

Permanent  Mission  of  the  Republic  of 
Botswana  to  the  United  Nations 
103  East  37th  Street 
New  York,  NY  10016,  United  States 
Tel:  1  212  889  2277  Fax:  1  212  725  5061 

United  States 

Embassy  of  the  Republic  of  Botswana 
4301  Connecticut  Avenue,  Suite  404 
Washington,  DC  20008,  United  States 
Tel:  1  202  244  4990/1  Fax:  1  202  244  4164 

Bank  of  Botswana 

PO  Box  712 

Gaborone,  Botswana 

Tel:  267  351  911  Fax:  267  372  984 

Botswana  Development  Corporation 

Madirelo  House 

Mmanaka  Road 

Private  Bag  160 

Gaborone,  Botswana 

Tel:  267  351  811  /7  Fax:  267  373  539 
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NAMI 


Namibian  President 
Sam  Nujoma  ... 
"With  the  resources 
at  our  disposal  and 
with  our  scientific 
approach  towards 
investment  and 
development,  we 
believe  that  within 
10  years  Namibia 
could  be  better  off 
than  most  countries 
in  Africa." 


Open  for  Business 


NAMIBIA,  southern  Africa's  newest  nation 
and  one  of  the  continent's  few  democratic 
states,  has  wasted  little  time  in  establishing 
a  sound  investment  climate  since  attaining 
independence  from  South  Africa  three  years  ago. 

At  the  heart  of  the  development  strategy  is  a 
determination  to  integrate  and  diversify  its  export- 
and  commodity-based  economy,  and  to  reduce  its 
excessive  dependence  on  minerals  which  formed  the 
mainstay  of  its  colonial  economy.  Underpinned  by 
its  liberal  Foreign  Investment  Act,  the  country  is 
encouraging  the  development  of  manufacturing  and 
of  such  resources  as  its  revitalized  fishing  grounds, 
which  are  fed  by  the  nutrient-rich  Benguella  current 
and  rate  among  the  most  lucrative  in  the  world. 

Accompanying  its  diversification  drive  is  a  longer- 
term  objective:  development  of  a  substantial  offshore 
gas  f  ielci,  which  is  now  being  subjected  to  commercial 
feasibility  tests,  and  of  four  large,  potentially  oil- 
bearing  basins  along  its  1,400  kilometer  coastline. 

In  a  display  of  confidence  in  the  future,  Namibia 
has  also  decided  to  introduce  later  this  year  its  own 
currency,  the  dollar,  while  remaining  part  of  the 
South  African  Rand  monetary  area.  This  step  "will 
help  the  country  to  gain  more  control  over  its 
economic  destiny,"  says  Erik  Karlsson,  Governor  of 
its  central  bank,  the  Bank  of  Namibia.  "We  can  build 
up  our  own  foreign  exchange  reserves,  lend  to  the 
commerc  i  a  1  banks  and  serve  government  need  s  more 
effectively." 

About  the  size  of  Texas  and  Louisiana  combined, 
Namibia,  with  a  population  of  no  more  than  1.4 
million,  is  a  predominantly  arid  country  in  the 
southwest  of  Africa,  bounded  along  its  coast  by  the 
Namib  Desert  and  the  haunting  Skeleton  Coast,  and 
to  the  east  by  the  Kalahari  Desert.  In  this  dry 
landscape,  its  capital,  Windhoek,  provides  a 
refreshing  contrast.  A  cosmopolitan  city  with  a 
distinct  German  influence  from  turn-of-the-century 
colonial  days,  Windhoek  is  an  elegant  commercial 
center  with  attractive  shopping  malls,  pavement  cafes, 
quaint  coffee  shops  and  well-stocked  delicatessens. 

Thecountryboastsa  sophisticated  corruTiunications, 
financial  and  transport  infrastructure,  but  is  heavily 
dependent  on  a  handful  of  commodities.  With  gross 
domestic  product  (GDP)  of  USSl  .9bil!ion,  Namibia's 
annual  exports  are  valued  at  US$1.1  billion  against 


imports  of  US$0.9  billion.  Mining  of  diamoni 
uranium,  copper,  lead  and  silver  accounts  for  ab< 
30  percent  of  GDP  and  about  76  percent  of  expo 
Diamonds  alone  make  up  about  38  percent  of  thi 
exports.  Livestock ,  meat,  meat  products,  hides,  sk 
and  wool  account  for  about  16  percent  of  total  expoi 
and  fish  for  about  14  percent. 

But  like  its  associates  in  the  fledgling  South* 
African  Development  Community  (SADC),  most 
whom  have  small  domestic  markets,  Namibia  si 
its  hope  for  prosperity  in  being  able  to  offer  invest 
a  safe  haven  in  which  they  can  benefit  from  big; 
economies  of  scale  by  manufacturing  products, 
export  to  the  region  and  international  markets. 

"We  think  regionally  and  point  to  our  accessibil 
to  markets  within  the  Southern  African  Custo 
Union,  which  has  a  population  of  45  million  in  Sot 
Africa,  Namibia,  Botswana,  Lesothoand  Swazilan 
says  Ismael  Namaseb,  Director  of  Investmt 
Promotion.  "Through  SADC  and  the  Preferen 
Trade  Area  covering  southern  and  east  Africa,  thi 
are  270  million  consumers,  and  we  also  ha 
preferential  access  to  North  America  and  I 
European  Community." 

The  Namibian  government  signaled  the  hi 
priority  it  accords  to  foreign  investment  as  an  eng 
of  economic  development  by  introducing  a  Fore: 
Investment  Act  in  its  first  year  of  independence.  1 
Act  guarantees  100  percent  repatriation  of  proi 
and  dividends  after  local  tax  obligations  have  be 
met,  access  to  foreign  currency,  protection  of  ass 
against  expropriation  and  arbitration  of  dispu 
under  UN  procedures.  Indeed,  Namibi 
comprehensively  democratic  constitution  specifics 
requires  the  government  to  encourage  forei 
in\-estment. 

Reinforcing  the  Act,  the  government  introducec 
April  this  year  a  wide-ranging  package  of  incenti' 
for  manufacturing  enterprises.  These  include 
incentives  and  capital  write-off  provisions; 
deductions  for  training  and  the  wages  of  product! 
workers;  additional  incentives  for  a  variety  of  exp 
activities;  concessional  loans  from  the  Namil 
Development  Corporation;  and  negotial 
compensation  for  establishment  or  relocation  coe 

A  number  of  foreign  in\'estors  have  already  be 
attracted  to  Namibia  since  independence.  An  inil 
US$45  million  in\'estment  in  a  fish-processi 
operation  at  the  southern  port  of  Luderitz  has  be 
made  by  the  listed  Spanish  company  Pescanox  a 
major  player  m  the  international  fishing  indus 
with  operations  in  17  countries,  Pescanova  plans 
develop  a  \'igorous  export  market  from  its  ni 
Namibian  base. 

Pescanova's  Managing  Director  for  Southe 
African  Operations,  Angel  Tordesillas,  descril 
Namibia's  fishing  grounds  as  "among  the  best  in  i 
world"  and  its  resources  of  the  staple  Cape  whiti 
(hake)  as  "the  best  in  the  world." 

"At  independence,"  he  says,  "the  countr; 
resources  were  almost  depleted  because  of  pc 
management  and  poaching.  Since  independence,  I 
new  government  has  cut  fishing  concessions  a 
gone  to  war  against  poachers.  Resources  have  trebli 
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ibia's  fishing  conservation  and  development 

\  IS  among  the  best  there  are." 

I  a  nova's  investment  will  rise  to  US$60  million 

\t  year.  Modest  exports  of  US$8  million  in  its 
liar  of  operation  rose  to  US$20  million  last  year 

:i:  expected  to  total  US$33  million  this  year. 

!her  substantial  post-independence  venture 

(-•s  export-quality  grape  and  melon  cultivation 
Heated  land  along  the  Orange  River,  which 
I  S  Namibia's  southern  border  from  South 

,1  )\  emmentalso  recently  awarded  exploration 
s  to  the  South  African  energy  corporation, 
I  ormerly  Mobil,  and  Royal  Dutch  Shell  to  test 
iinercial  viability  of  the  offshore  Kudu  gas 
w  hich  has  a  proven  recoverable  yield  of  2 
in  cubic  feet  (tcf).  Testing  indicates  the  field 
I  \  :eld  as  much  as  20  tcf,  making  it  comparable 
l^iggest  North  Sea  fields. 

!i  neighboring  Angola  having  discovered 
.1  n  t  ial  offshore  oil  reserves,  Namibia,  which  has 
ai  seaward  geological  characteristics,  has 
did  four  oil  exploration  licenses.  A  major  licensee 
Mnwegian  consortium  that  has  undertaken  to 
'  Ihi  ee  test  wells  involving  expenditure  of  US$45 
on  and  to  pay  the  government,  through  special 
)leum  taxes,  a  substantial  share  of  profits  if  a 
e  is  made.  The  consortium  is  also  obliged  to 
jd  US$1  million  on  training  Namibians. 
ith  the  resources  at  our  disposal  and  with  our 
itific  approach  towards  investment  and 
lopment,"  says  Namibian  President  Sam 
ma,  "we  believe  that  within  10  years,  Namibia 
1  be  better  off  than  most  countries  in  Africa." 
■  President  envisages  the  development  of  an 
stment  partnership  between  Africa  and 
loped  economies.  "Namibia  is  only  now 
ging  from  the  ashes  of  colonialism,"  he  says. 
United  States  and  Europe  helped  Germany  and 
1  to  rebuild  after  the  war.  In  the  same  way,  we 
technology  transfer,  assistance  in  developing 
skills  and  aid  in  times  of  crisis  such  as  droughts, 
^e  do  not  want  to  depend  on  outside  assistance, 
development  also  depends  on  our  own 
tive." 

de  and  Industry  Minister  Hidipo  Hamutenya 
lis  colleagues  are  taking  the  initiative  by  staging 
lational  road  shows  and  identifying  key  areas 
lich  investors  could  profitably  operate, 
e  regard  ourselves  as  an  oasis  of  peace  in  a 
dent  region,"  says  Hamutenya.  "If  you  want  to 
t  the  big  Angolan  and  South  African  markets, 
he  region  as  a  whole,  then  relocate  to  Namibia 
;upply  them  from  here." 
^elopment  of  Namibia's  gas  reserves,  he  says, 
I  spawn  such  energy-intensive  industries  as 
linum  manufacture.  Indeed,  a  Namibian 
;ation  has  visited  the  United  Arab  Emirate  of 
li,  which  harnessed  its  gas  reserves  to  build  a 
antia!  aluminum  industry  utilizing  desalinated 
r,  which  is  then  used  to  supply  the  desert 
dom  with  additional  supplies  of  fresh  water, 
ir  fish  resources  are  also  crying  out  for 
itment  in  canning  and  processing,"  adds 
utenya.  "North  American  resources  are 
jshed,  but  we  have  conserved  our  stocks  and 
great  opportunities." 

Feels  particularly  strongly  about  the  potential  of 
loping  leatherware  industries.  "We  produce 
ms  of  hides  and  pelts  and  send  them  to  Europe 
"ocessing.  We  would  like  to  see  that  being  done 

■easing  irrigation  along  the  banks  of  rivers  in  the 
land  south  also  provides  opportunities  for  export 
;sh  fruit  and  vegetables,  and  development  of 


agro-industries,  says  Hamutenya. 

Like  most  countries  in  the  region,  Namibia  also  has 
compelling  tourism  potential,  ranging  from  game 
parks  to  hunting,  desert  safaris  and  deep-sea  angling. 

Foreign  Minister  Theo-Ben  Gurirab  acknowledges 
that  neighboring  South  Africa's  halting  progress 
towards  democracy  is  frustrating  a  concerted  effort 
to  create  greater  regional  economic  cooperation,  but 
he  says:  "Each  country  in  the  region  recognizes  that 
no  single  one  of  us  can  go  it  alone.  We  must  offer 
investors  a  regional  market,  and  a  considerable 
amount  has  already  been  achieved. 

"The  1 980s  saw  a  lot  of  insti  tu  tion-build  ing  in  S  A  DC, 
and  with  apartheid  now  on  its  way  out,  we  can  begin 
to  dedicate  our  attention  to  economic,  rather  than 
political  goals.  Many  suspicions  have  been  removed 
and  a  sense  of  good  neighborliness  has  been  built  in 
the  region,  allowing  us  to  focus  on  such  issues  as 
tariffs  and  the  free  movement  of  goods  and  people 
across  borders.  There  is  no  doubt  progress  is  being 
made." 


Namibia's  vital  port, 
Luderitz,  hosts  a 
thriving  fishing 
industry  that  is 
attracting  major 
foreign  investment. 
Fed  by  the  nutrient- 
rich  Benguella 
current,  Namibia's 
fishing  grounds  have 
been  revitalized 
through  v/ell- 
managed 
conservation  and 
vigorous  anti- 
poaching  measures. 


USEFUL  CONTACTS 


Mr.  Tuliameni  Kalomoh,  Ambassador 

Embassy  of  the  Republic  of  Namibia  to  the  United  States  of  America 
7th  Floor,  1413  K  Street,  N.W. 
Washington  DC,  20005  United  States 
Tel:  1  202  234  6047  Fax;  1  202  286  0443 

Mr.  Paul  Kalenga,  Commercial  Counsellor 

The  High  Commission  of  the  Republic  of  Namibia  to  the  United  Kingdom 

34  South  Molton  Street 

London,  WIY  2BP  United  Kingdom 

Tel:  44  71  344  9706  Fax:  44  71  409  7306 

Mr.  Jakes  Katwamba,  Commercial  Counsellor 
Embassy  of  the  Republic  of  Namibia  to  Belgium 
Stephanie  Square,  Business  Centre  S.A. 
65  Avenue  Louise,  1050 
Brussels,  Belgium 

Tel:  32  2  645  5942  Fax:  32  2  535  5975 

Mr.  Frank  Lohnert,  Commercial  Counsellor 

Embassy  of  the  Republic  of  Namibia  to  Germany 

Konstantinstrasse  25a 

5300  Bonn  2,  Germany 

Tel;  49  228  359  091  Fax;  49  228  359  051 

The  Secretary  General 

Namibia  National  Chamber  of  Commerce  and  Industry 
PO  Box  9355,  Windhoek,  Republic  of  Namibia 
Tel;  264  61  228  809  Fax:  264  61  228  009 

Mr.  Ismael  \.  Namaseb 

Director:  Investment  Promotion 

Ministry  of  Trade  and  Industry 

Private  Bag  13340,  Windhoek,  Republic  of  Namibia 

Tel;  264  61  229  933  Fax;  264  61  220  278 
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SOUTH  AFRICAN 
Al  RWAYS 

Back  in  the  Fold 


SAA  Chief  Executive 
Mike  Myburgh 


SOUTH    AFRICA'S    return    to  the 
international  community  has  presented 
particularly  demanding  challenges  for 
South  African  Airways,  its  national  carrier. 

SAA  has  emerged  from  long  years  of  sanctions- 
induced  isolation  into  a  fiercely  competitive, 
deregulated  world  in  which  many  of  the  foremost 
international  airlines  are  battling  for  survival. 

Negotiations  to  establish  a  non-racial  democra  tic 
government  in  South  Africa  after  40  years  of 
apartheid  have  created  opportunities  to  reopen 
traditional  routes  to  such  continents  as  North 
America  and  Australia.  However,  the  airline  is 
being  required  to  review  its  network  of 
destinations  and  to  choose  new  routes  with  care, 
to  become  leaner  and  to  change  its  culture  by 
making  itself  more  representative  of  the  diverse 
community  in  which  it  is  based. 

The  major  restructuring  of  the  airline  is  being 
spearheaded  by  a  new  Chief  Executive,  51-year  - 
old  Mike  Myburgh,  who  has  served  in  the  top 
echelons  of  other  divisions  of  SAA's  holding 
company,  Transnet.  The  former  Chief  Executive 
of  South  Africa's  ports'  authority,  Portnet, 
Myburgh  takes  over  what  is  already  the  biggest 


commercial  airline  operating  on  the  Afr! 
continent. 

Established  in  1934  and  based  in  Johannesb 
SAA  has  a  fleet  of  45  aircraft:  three  Boeing 
400s,  with  one  on  order;  two  Boeing  747-300s 
Boeing  747-200s;  five  Boeing  747SPs;  eight  A i 
A300s;  six  Airbus  A320s,  with  one  more  on  ot 
13  Boeing  737-200s;  one  Junkers  JU-52,  whi« 
used  for  promotional  and  charter  purposes; 
one  Harvard,  which  is  used  for  air  shows. 

The  airline  operates  some  650  domestic  fligh 
nine  destinations,  37  flights  to  11  destinat 
within  Africa  and  the  Indian  Ocean  resort  isla 
and  39  international  flights  to  23  destinat 
worldwide. 

SAA  regards  Johannesburg  as  sub-Sah. 
Africa's  hub  airport,  with  a  growing  Aft 
network  and  direct  links  to  North  and  S< 
America,  the  UK,  Europe  and  the  Far  East.  Thrc 
a  cooperative  agreement  with  American  Airl 
SAA  now  flies  to  New  York  four  times  a  week, 
to  Miami.  Another  cooperative  agreement 
Varig  has  led  to  an  application  being  madi 
SAA  to  serve  the  Johannesburg-Rio  de  JanI 
Los  Angeles  route.  Recent  new  destinat 
include  Bangkok,  through  a  coopera 
agreement  with  Varig,  and  Singapore,  Miu 
Milan  and  Larnaca. 

Competing  against  70  airlines  servicing  A 
and  40  with  services  to  South  Africa,  SAA 
recently  voted,  for  the  fifth  consecutive  yea 
"Best  Airline  to  Africa"  by  readers  of  the  Loni 
based  Executive  Travel  magazine.  Criteria  fc 
award  include  efficiency  of  cabin  and  ^ 
personnel,  the  quality  of  in-flight  food  and  w 
in-flight  entertainment  and  airport  lounges 
overall  standard  of  first-  and  business-class  ce 
and  service,  and  convenience  of  schedules. 

SAA  carries  about  85  percent  of  all  comme 
air  cargo  handled  in  South  Africa.  The  re 
acquisition  of  three  Russian-manufacti 
Antonov  32  and  two  Illyushin  76  cargo  aircral 
considerably  strengthened  its  ability  to 
freight.  These  aircraft  are  specifically  desigm 
operate  in  remote  areas  in  hot  climates  anc 
capable  of  touching  down  on  unprepared  lani 
strips,  thus  making  them  ideal  carriers  in 
Africa. 

South  Africa's  geographical  position  and  its 
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ition  have  obliged  SAA  to  develop  self- 
.■  cifiicy  in  skills  and  facilities.  The  airline  says 
capable  of  carrying  out  approximately  98 

ent  of  its  own  maintenance  and  also  provides 

;  lonance  and  expertise  to  many  other  airlines, 
adds  that  it  offers  the  latest  in  technological 
0  Hon  in  simulators,  and  is  among  leaders  in 

r  id  of  testing  and  installing  advanced  new 

■ins. 

It  now  finds  itself  operating  in  a  different 
I  d  "Coming  out  of  sanctions/'  explains  Chief 
'  1 1  ve  Myburgh,  "has  required  many  changes 
r  part.  When  we  emerged  from  isolation, 
on  had  already  set  into  the  international 
K  industry,  and  deregulation  had  led  to  price- 
I  nil,  and  intensive  competition. 

addition.  South  Africa  had  slipped  in 
ikirity  as  a  destination  because  of  political 
;  i  1 1  li  ty .  But  this  hasn't  deterred  foreign  airlines 
'iiically,  there  is  even  greater  competition. 
1  actions  were  withdrawn,  any  number  of 
^  n  a  irlines  are  serving  South  Africa,  obviously 
'  lisc  they  see  the  potential  and  clearly  want  to 
u  ir  foot  in  the  door. 

u  reaction  has  been  to  work  on  getting  our 
I  base  down,  to  utilize  our  surplus  capacity 
r,  to  become  more  price-competitive.  We  have 
t  service  levels  up  and  look  more  critically  at 
routes.  Suddenly,  many  routes  are  not  as 
table  as  they  were.  Cutting  costs  often  leads 
all  in  morale,  so  we  have  had  to  work  hard  to 
e  better  understanding  and  communications 
\g  staff." 

burgh  points  to  cooperative  agreements  with 
American  Airlines  and  Austrian  Airlines  as 
iples  of  SAA's  rationalization  of  destinations 
lat  he  describes  as  "these  fiercely  competitive 
."  The  rapidly  developing  economies  of  the 
ast  and  their  increasing  business  with  South 
a  have  also  become  another  priority  for  SAA 
drive  to  serve  market  needs, 
burgh  would  also  like  to  see  greater 
eration  and  rationalization  among  African 
es  in  an  effort  to  make  traveling  to  and 
n  the  continent  more  convenient, 
ten,  if  one  needs  to  get  to  other  African 
nations  from  Johannesburg,  you  will  find  it 
r  to  travel  from  Johannesburg  to  Europe  and 
to  your  destination.  So  we  are  often  using  the 
es  of  Europe  because  of  a  lack  of  cooperation 
rica.  It  is  obvious  there  are  too  many  flights 
n  sub-Saharan  Africa.  Everyone  is  trying  to 
his  own  colors,  often  with  haphazard  route 
orks,  often  making  losses  and  with  little 
lalization  of  surplus  capacity." 
vever,  he  believes  the  need  for  greater 
)mic  cooperation  in  Africa,  a  continent  in 
1  only  6  percent  of  commercial  transactions 
tra-African,  will  be  reflected  in  closer  liaison 
ig  its  airlines. 

isualize  greater  rationalization  of  routes," 
Vlyburgh.  "The  southern  African  nations,  for 


example,  should  get  together  to  decide  how  best     B747-400  over 
to  serve  the  region  and  African  and  international  Johannesburg 
markets  and  to  rationalize  maintenance  needs, 
surplus  capacities  and  so  on. 

"This  will  make  a  quantum  difference  in 
economies  of  scale  and  give  a  boost  to  African 
economic  cooperation.  There  is  a  fear  of  South 
African  domination,  and  we  are  very  conscious  of 
the  need  not  to  assume  a  dominant  or  dominating 
role,  but  through  sensible  rationalization,  much 
can  be  done." 

Already,  says  Myburgh,  SAA  has  entered  a 
cooperative  arrangement  with  Air  Afrique  that  is 
providing  service  between  Johaiinesburg  and  West 
Africa.  Following  discussions  with  Nigerian 
authorities,  says  Myburgh,  there  is  a  possibility 
that  Nigeria  Air  will  also  serve  Johannesburg. 

As  demanding  as  the  need  to  be  competitive  and 
profitable  is  SAA's  challenge  to  become  a 
microcosm  of  the  coimtry 's  community.  Its  holding 
company,  Transnet,  explains  Myburgh,  is 
committed  to  a  policy  in  which  further 
employment  of  whites  is  forbidden  unless  there 
are  no  suitably  qualified  blacks  available. 

"Our  goal,"  he  says,  "is  to  attain  an  employee 
complement  which  reflects  the  composition  of  the 
population:  in  other  words,  a  proportion  of  about 
80  percent  blacks  to  20  percent  whites.  In  Transnet 
there  are  now  60  percent  blacks  to  40  percent 
whites,  but  in  SAA  the  proportion  is  15  percent 
blacks  to  85  percent  whites. 

"This  must  be  turned  the  other  way  around,  and, 
of  course,  these  proportions  must  eventually  be 
reflected  in  all  levels  of  the  organization.  In  very 
specialized  areas  we  still  have  to  employ  whites, 
but  we  have  extensive  training  programs  to  raise 
skill  levels  among  blacks.  We  have  bursary 
schemes  to  attract  young  blacks;  we  identify  black 
managerial  talent  within  the  organization  and 
offer  them  intensive  training  and  then  move  them 
into  a  faster  lane  within  the  organization.  We  look 
for  every  opportunity  to  advance  people." 
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Transition 


South  African 
President-in-waiting 
and  ANC  leader 
Nelson  Mandela 
(right)  met  recently 
with  Inkatha  Freedom 
Party  leader 
Mangosuthu  Buthelezi 
in  a  bid  to  defuse 
power  struggles 
between  grass  roots 
members  of  their 
organizations. 


AFTER  MONTHS  of  electioneering  amid 
violent  rivalry,  a  democratic  government 
takes  office  with  international  endorsement. 
Violence,  which  has  claimed  hundreds  of  lives, 
begins  to  abate.  Encouraged  by  the  new  government's 
moderate  economic  policies,  domestic  investor 
confidence  rises  and  foreign  private  and  public 
investment  starts  to  flow. 

Richly  endowed  with  natural  resources  and 
supported  by  sophisticated  physical  and  corporate 
infrastructure.  South  Africa  is  finally  in  a  position  to 
meet  the  aspirations  of  its  own  people.  It  can  also 
begin  to  play  its  designated  role  as  the  engine  of 
growth  tor  southern  Africa  and,  possibly,  the  rest  of 
the  continent. 

The  scenario  is  compelling.  At  times  it  has  seemed 
tantalizingly  close  to  realization  since  President  F. 
W.  de  Klerk  and  his  National  Party  renounced 
apartheid  in  1990,  released  Nelson  Mandela  after  27 
years  in  prison,  unbanned  the  African  National 
Congress  and  other  liberation  movements,  and  set  in 
motion  constitutional  negotiations  leading  to  one- 
person,  one-vote  elections  next  year. 

Until  De  Klerk's  moves  to  reconcile  the  privileged 
but  precarious  position  of  the  country's  5  million 
whiles  and  the  militant  demands  of  its  30  million 
disenfranchised  and  dispossessed  blacks,  South 
Africa  had  been  ostracized  by  the  international 
community,  cut  off  from  its  own  continent  and 
plunged  into  a  state  of  civil  war. 

Straitjacketed  by  apartheid-induced  sanctions 
through  the  1980s,  the  economy  stagnated,  foreign 
corporations  withdrew  from  the  country  and  inflation 
of  15  percent  set  in,  accompanied  by  high  wage 
demands  from  emerging  unions.  Black  schools 
became  political  battle  grounds  as  pupils  took  to  the 
streets  in  the  vanguard  of  the  liberation  struggle.  The 
growth  rate  fell  from  between  4  and  6  percent  through 
the  1960s  and  '70s  to  1  percent  through  thel980s 
against  population  growth  of  2.3  percent  a  year.  The 
century's  worst  drought  devastated  agriculture. 
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forcing  rural  people  to  flock  to  the  cities  and  swel 
the  demand  for  housing  to  2.2  million  units  in  II 
The  number  of  unemployed,  mainly  blacks,  rot 
at  least  two  million,  and  the  capacity  of  the  fori 
white-controlled  economy  to  employ  new  enti^ 
to  the  labor  market  dropped  from  about  80  peil 
in  the  1960s  and  1970s  to  below  10  percent  betvi 
1985  and  1990.  The  informal  black  econi 
developed  substantially,  but  its  rudimentary  na 
and  growth  off  a  low  base  had  minimal  impao 
With  most  polls  and  surveys  predicting  thai 
ANC  will  secure  at  least  60  percent  of  the  vol 
elections  next  year,  the  new  government  will  II 
a  dominant  position.  However,  it  will  also 
challenged  to  meet  demands  for  social  and  econo 
justice. 

Disaffected  groups  -  alienated,  unemplc 
youths  and  militant  groups  demanc 
nationalization  and  state-enforced  we 
redistribution  -  are  likely  to  test  the  i 
government's  resolve  to  pursue  more  mode 
policies.  Since  its  unbanning,  the  ANC  has  evoi 
from  a  liberation  movement  favoring  a  comm 
economy  into  a  government  in  waiting  commi 
to  greater  state  social  expenditure  but  also  alej 
the  need  to  encourage  wealth-creating  private-s^ 
-led  growth. 

The  demands  on  the  new  government  are  lii 
to  be  excessive  at  times,  but  it  will  be  at  the  hell 
a  powerful,  informal  centrist  association  witll 
former  governing  National  Party,  which  is  expe 
to  secure  20  percent  of  the  vote,  and  the  counl 
strong  corporate  sector.  This  strategic  associ^ 
of  former  sworn  enemies  has  proved  remark 
resilient  in  the  face  of  concerted  extreme  lefti 
right  wing  attempts  to  scuttle  the  negotiation  pr(| 
and  to  make  the  country  ungovernable. 

Faced  with  heavy  social  expenditure  to  mei 
population's  rising  demands.  South  Africa  will 
be  in  a  position  to  act  as  an  aid  donor  to  Afn 
nations,  which  are  clamoring  for  the  countr 
become  more  involved  in  the  contine 
development  and  in  stimulating  intra- African  ti 
Tliis  accounts  for  only  6  percent  of  all  busi 
transacted  on  a  continent  that  relies  heavih 
exports  of  commodities  subject  to  fluctuating  w 
prices,  and  which  imports  from  distant,  develo 
countries  the  majority  of  its  consumer,  technos 
and  capital  equipment  requirements.  The  Si 
and  often  more  appropriate,  goods  can  be  obtai 
from  the  south  at  competitive  prices. 

With  gross  domestic  product  of  US$100  bii 
-  equivalent  to  that  of  Argentina  -  South  Afri 
nevertheless  the  most  powerful  country  on 
continent,  accounting  for  77  percent  of  the  g 
domestic  product  of  southern  Africa,  its  r 
immediate  sphere  of  influence. 

South  African  companies  have  taken 
advantage  of  the  lifting  of  sanctions  by  explc 
new  opportunities  in  Africa,  which  already  aco 
for  10  percent  of  the  country's  exports.  But  n 
American,  European  and  Asian  investors  also ' 
South  Africa  as  a  base  from  which  to  manufac 
essential  goods  for  African  markets. 

As  the  world's  principal  producer  of  a  ranj 
minerals  and  metals.  South  Africa  offers  for 

Continued  on  P 


SOUTHERN  AFRICA  —  SPECIAL  ADVERTISING  SECTION 


A  M 


I  A 


Teamwork 


w  AMBIA'S  response  to  the  deaths  of  its 
national  soccer  squad  in  an  air  disaster 
J  earlier  this  year  is  indicative  of  the 
itry's  new  found  determination  to  overcome 
vorst  setbacks. 

rafter  laying  to  rest  the  remains  of  its  finest  18 
ers  and  12  of  ficials  during  a  week  of  mourning, 
lation  raised  its  spirits.  Within  three  months 
w  team  was  on  course  to  qualifying  for  a 
ted  place  in  the  1994  World  Cup  in  the  United 

fr'S. 

t  is  not  the  first  time  the  country  has  been 
!d  to  make  a  new  beginning.  But  now,  as  a 
m  that  has  established  Africa's  newest 
ocracy  after  a  generation  of  debilitating  one- 
1/  rule,  the  new  leadership  of  this  landlocked 
hern  African  state  appears  determined  to 
0  the  nettle,  painful  though  the  changes  it 
make  will  be  for  its  eight  million  citizens, 
iambia,  the  former  Northern  Rhodesia,  gained 
jendence  from  Britain  in  1964  under  the 
rship  of  the  patriarchal  Dr.  Kenneth  Kaunda. 
cclesiastical  bearing  and  staunch  support  for 
ation  mov'ements  struggling  to  end  white 
)rity  rule  in  neighboring  states  established 
IS  a  leader  of  international  stature.  Inheriting 
ager  colonial  legacy  founded  mainly  on  a 
ig  industry  in  the  northern  Copperbelt  region, 
ida  decreed  a  one-party  state  in  the  belief  that 
i-partyism  wrought  divisions  which 
loping  countries  could  ill  afford.  Proclaiming 
ibianization,"  he  took  control  of  most  of  the 
try's  means  of  production  in  the  belief  they 
national  assets  to  be  shared  by  all  the  people, 
hen  came  disaster.  The  1970  state  takeover  of 
opper  mines,  whose  earnings  accounted  for 
ercent  of  Zambia's  export  revenues  and 
led    government    to    finance  social 
structure,  was  followed  by  a  slump  in  the 
er  price.  When  world  prices  slumped  even 
er  in  1975,  the  rest  of  the  Zambian  economy 
R:  into  sharp  decline,  aided  and  abetted  by 
\  malization.  Regional  liberation  struggles  and 
wars  compounded  the  country's  problems, 
)cating  its  transport  routes  to  ports  in 
?  iboring  countries. 

attempts  to  reduce  the  country's  dependence 
1  opper  by  diversifying  into  manufacturing 
I' developing  its  considerable  agricultural 
3  itial  failed  to  change  the  economy's  strong 
"  n,  cuprous,  import-dependent  bias. 

y  1991,  as  foreign  debt  mounted  to  US$7 
1  m  and  the  World  Bank  suspended  further 
,  months  of  protest  centered  on  sharply  rising 


food  prices  finally  forced  Kaunda  to  agree  to 
multi-party  elections. 

Disciplining  a  coalition  of  disparate 
opposition  groups,  Frederick  Chiluba,  a  48-year- 
old  trade  union  leader,  led  the  Movement  for 
Multi-party  Democracy  (MMD)  to  a  victory 
Kaunda  had  believed  was  impossible.  Chiluba 
won  76  percent  of  the  vote  in  his  battle  against 
Kaunda  for  the  presidency.  The  MMD,  in  its 
campaign  against  Kaunda's  UNIP,  won  125  of  the 
150  seats  in  parliament. 

As  President  of  the  new  democracy,  Chiluba 
has  embarked  on  a  comprehensive  program  to 
transform  Zambia  into  a  market-driven,  private  - 
sector-led  economy,  underpinned  by  its  liberal 
Investment  Act. 

"We  are  determined  to  move  away  from  a  life 
of  subsidy  and  consumption  to  a  life  of  sacrifice 
and  production,"  says  Chiluba. 

Already  he  has  won  international  plaudits  for 
his  determination  to  see  through  his  reforms, 
many  of  which  have  led  to  great  hardship  for 
citizens  as  subsidies  are  reduced  and  prices  find 
higher,  market-oriented  levels. 

Chiluba  has  met  some  demanding  challenges. 


Zambia's  President 
Chiluba  ...  "We  are 
determined  to  move 
away  from  a  life  of 
subsidy  and  con- 
sumption to  a  life  of 
sacrifice  and 
production." 
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He  took  office  during  the  century's  worst  drought, 
which  has  retarded  attempts  to  bring  about 
economic  recovery  and  devastated  agriculture 
and  rural  communities  in  the  region.  However, 
his  young  government's  well  coordinated  and 
efficient  distribution  also  foiled  a  coup  attempt 
and  quickly  restored  stability  after  a  three-week 
state  of  emergency. 

In  a  major  privatization  drive,  Chiluba's 
government  plans  to  sell  within  five  years  more 
than  150  state-owned  enterprises,  accounting  for 
80  percent  of  economic  activity.  The  government 
has  also  moved  efficiently  to  implement  its 
Investment  Act  and  has  tried  to  circumvent 
bureaucracy  by  establishing  a  one-stop 
Investment  Center  to  process  foreign  investment 
applications  within  a  month  of  submission. 

Priority  is  being  given  to  investors  in  imports 
substitution,  agro-industry,  tourism  and  non- 
traditional  exports  using  local  raw  materials. 
Investments  in  these  categories  qualify  for  a  range 
of  incentives,  including  extensive  tax  holidays, 
exemption  from  import  and  sales  taxes  and 
generous  export  retention  allowances.  The 
Investment  Act  also  provides  guarantees  against 
expropriation  and  allows  investors  to  remit  a 
high  proportion  of  after-tax  profits.  Within  a 
year  of  the  Act  becoming  law,  the  Investment 
Center  approved  more  than  440  projects  worth 
US$650  million. 

Among  potential  foreign  investors 
investigating  opportunities  are  numerous  South 
African  mining  and  industrial  companies,  some 
of  which  withdrew  from  Zambia  during 
Kaunda's  nationalization  crusade.  Most 
prominent  among  potenhal  investors  is  the  Anglo 
American  Corporation,  which  holds  27.3  percent 
of  Zambia  Consolidated  Copper  Mines  through 
its  Minorco  group  and  which  could  play  a 
significant  role  in  extending  the  life  of  Zambia's 
copper  mines. 

In  acknowledgement  of  economic  reforms 
and  tight  fiscal  management,  Zambia  is  receiving 
sympathetic  treatment  from  the  World  Bank,  the 
IMF,  African  Development  Bank  and  bilateral 
donors  to  whom  it  owes  the  US$7  billion 
accumulated  during  the  Kaunda  years.  Zambia 
has  already  qualified  for  special  debt-relief  terms, 
and  several  countries,  including  the  U.S.,  the 
U.K.  and  Germany,  have  agreed  to  write  off 
much  of  their  development  loans. 

With  copper  production  declining  as  ore 
reserves  are  slowly  depleted,  Zambia  now  faces 
the  challenge  of  containing  inflation  and  of 
reducing  its  dependence  on  a  single  export 
commodity  by  developing  its  small 
manufacturing  sector  and  its  agricultural 
potential. 

Immense  as  it  is,  the  challenge  is  being  met 
and  the  hope  is  for  significant  foreign  investment 
from  such  countries  as  the  United  States.  As 
Chiluba  says,  "We  are  creating  an  environment 
that  is  compatible  with  the  expectations  of 
American  investors.  We  value  most  what  the 
people  of  America  value  most  -  democracy, 
accountability,  the  rule  of  law." 
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investors  and  traders  a  sophisticated  financ 
manufacturing,  managerial  and  phys 
infrastructure.  Leading  corporationsand  profcssic 
consultants  with  considerable  expertise  in  prd 
management  and  construction  are  also  in  a  posil 
to  tap  into  an  estimated  US$20  billion  set  aside 
international  donor  agencies  to  fund  privatc-se^ 
projects  in  Africa. 

After  election  of  a  new  government.  South  Afl 
will  also  become  a  member  of  the  Southern  Afri 
Development  Community  (SADC),  which  aimi 
stimulate  economic  cooperation  in  the  region  throi 
freer  movement  of  people  and  goods.  The  openini 
bigger,  less  restricted  markets  is  expected  to  cr< 
better  economies  of  scale  from  manufactul 
operating  in  countries  with  small  domestic  mark 

But  ambitious  developments  such  as  these 
take  time  to  mature.  South  Africa  faces  month) 
bitter  electioneering,  followed  by  the  instailationi 
new  government  that  will  need  time  to  find  its  t 
through  the  corridors  of  power  and  put  in  ordei 
many  priorities. 

What  is  clear,  though,  is  that  the  new  governm 
will  need  all  the  public  and  private  investm 
support  it  can  get.  International  donor  agencies 
prepared  to  help  South  Africa  to  meet  its  huge  sc 
backlogs  and,  as  Mr  Mandela  told  Americans  dui 
his  mid-year  visit  to  the  United  States,  "We  in\'ita 
business  people  to  get  ready  to  return." 


For  Francois  Baird  the  key  to  success  in  Africa  li 
in  his  strategic,  long-term  approach.  "This  is  not 
buck  territory,"  he  says.  'Tor  business  to  succt'i 
the  African  continent,  it  needs  patience,  perseverani 
and  programs  that  are  appropriate  to  the  uniqi 
needs  of  Africa." 

He  founded  Baird's  Communication  six  yeaj 
ago  with  partners  who  -  like  himself  -  came  from 
corporate  environment.  Today  all  Baird's  consultan 
are  also  directors  of  the  company;  there  are  no  junii 
account  executives.  All  have  gained  their  experiem 
as  public  relations,  marketing,  strategic  planniu 
and  accounting  experts  in  prominent  multination 
firms. 

"Our  respective  backgrounds  contribute  large 
to  our  unique  approach  to  business  consulting,  V 
are  not  parochial!  Our  perspective  is  global  and  v 
successfully  advise  clients  from  Washington  to  Hon 
Kong  and  Lusaka." 

Baird's  clients  range  from  governments  to  centJ 
banks  and  multinational  corporations.  Years  ago  tl 
group  foresaw  the  "new  South  Africa"  and  bega 
cultivating  associates  and  clients  beyond  Souj 
Africa's  borders. 

"Whilst  financial  aid  and  good  intentions  ma 
emanate  from  the  First  World,  effective  busine 
development  in  Africa  is  being  undertaken  It 
Africans,  white  and  black.  ] 

"With  South  Africa  now  politically  acceptable 
the  rest  of  the  continent,  it  is  fast  becoming  the  bai 
for  multinationals'  African  operations.  In  this  conte> 
Baird's  is  uniquely  positioned  to  assist  U.S.,  Europea 
and  Asian  companies  to  involve  themselves 
business  and  development  projects  in  southern  Afrid 
providing  appropriate  access  to  the  highest 
corporate  and  government  circles." 
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in  Brincat's  Mercury  Finance  earns  a  huge  spread 
ding  money  to  people  most  consumer  lenders  would 
/  away  from,  yet  has  a  far  lower  delinquency  rate, 
re's  how  Brincatdoes  it. 

nvestigate 
lour  customer 


iVilliam  Stern 


lY  Ball  drives  a  double - 
er  txiick  for  ccx  Truck- 
;  his  wife,  Carol,  wait- 
fis  at  Larr^^'s  Grill  in 
Lake,  111.  But  in  the 
1980s  the  couple  went 
ugh  some  tough  times. 

y  husband  wasn't 
dng  good,  and  I  was 
in  bed  with  bronchitis 
bad  legs,"  says  Carol. 
\f  fell  behind  on  their 
•ayments  and  their  util- 
)ills;  in  the  midst  of  a 
umer  credit  boom,  no 
er  wanted  to  hear 
It  the  Balls.  "I  applied 
11  those  cards — Master- 
i,  Visa,  Penney,  Sears, 
KO — but  got  turned 
n,"  recalls  Carol  Ball. 
:  a  few  years  we  were  in 
shape." 

ow  was  it,  then,  that  in  ^^^H 
?  the  Balls  were  able  to 
$8,500  for  a  1986  Chevy  Astro 
with  gray  and  black  trim  and 
00  miles  on  the  clock?  "Mercury 
nee  took  a  chance  on  us,"  replies 
>1  Ball,  spealdng  as  if  on  a  TV' 
monial.  She  proudly  adds  that  she 
her  husband  have  never  missed  a 
lent  on  their  Astro  Van  loan, 
lanks  to  tens  of  thousands  of 
jmers  like  the  Balls,  nine -year- 
Mercury  Finance  Co.  of  North- 
)k.  111.  is  an  extraordinarily  profit- 
little  consumer  finance  company. 
al!\-,  it's  not  so  little.  With  over 
otfices  in  23  states,  mosdy  in  the 
h  and  Midwest,  Mercury  earned 
million,  52  cents  a  share,  last  year 


Mercury  Finance  Co.  Chief  Executive  Jolin  Brincat 
Little  loans  make  for  big  profits. 


on  assets  of  $632  million.  Average 
return  on  capital  over  the  past  five 
years:  6.5%.  Recent  price  of  Mercury's 
shares:  17V2. 

Mercury  was  started  in  1984  by 
John  Brincat,  when  the  finance  com- 
pany he  had  been  worldng  for  was 
sold  out  from  under  him.  A  no-non- 
sense U.S.  Marine  Corps  veteran, 
Brincat,  now  57,  never  went  to  col- 
lege. But  it  didn't  take  an  M.B.A.  to 
consider  military  men  and  women 
better-than-average  credit  risks.  His 
business  concept:  Set  up  consumer 
finance  shops  next  to  military  bases 
and  specialize  in  loans  to  military 
personnel.  "I  wanted  to  go  after  the 


grunts  coming  out  of  boot  camp," 
says  Brincat.  "They're  all  looking  for 
that  first  set  of  wheels." 

Brincat  shopped  the  idea  around  to 
several  banks  and  finally  convinced 
First  Illinois  Corp.  (now  owned  by 
Columbus,  Ohio's  Bank  One)  to  back 
him.  First  Illinois  set  up  a  wholly 
owned  consumer  finance  subsidiary 
and  installed  Brincat  as  chief  execu- 
tive. He  opened  his  first  loan  office 
just  outside  the  main  gate  of  Florida's 
Pensacola  Naval  Air  Station  in  1984. 

In  his  first  year  Brincat  opened 
Mercur)'"  offices  outside  eight  more 
military  bases.  But  why  turn  away 
customers?  He  soon  began  lending  to 
civilians  as  well  as  military  people.  A 
wise  decision.  Today  over 
80%  of  Mercury's  custom- 
ers are  civilians,  so  the  im- 
pact of  base  closings  on  the 
companvwill  be  negligible. 

By  1988  Brincat's  72 -of- 
fice subsidiary  was  contrib- 
uting 45%  of  First  Illinois' 
earnings  on  just  16%  of  the 
bank's  assets.  In  April  1989 
the  bank  spun  off  Mercury 
Finance  to  its  shareholders 
and  listed  the  company  on 
the  New  York  Stock  Ex- 
change. 

This  is  a  spread  business, 
of  course,  and  Mercury's 
spread  is  a  chasm:  Mercury 
currendy  buys  its  money  at 
6.5%  and  rents  it  back  out  at 
an  annual  rate  of  21%. 

These  days,  even  credit 
card  rates  are  down  to  17%, 
so  Mercury'  is  clearly  lend- 
ing to  lots  of  people  with 
rocl<y  credit  histories,  like 
Jerr\'  and  Carol  Ball.  In  other  words, 
as  much  as  a  spread  business  this  is  a 
know-your- customer  business,  and 
here  Brincat  has  run  rings  around 
Household  Finance  Corp.,  Beneficial 
Corp.  and  other  larger  rivals. 

William  Blair's  Joe  LaManna,  who 
covers  the  consumer  finance  industry, 
says  the  big  consumer  finance  firms 
rely  almost  entirely  on  computer- 
based  credit-scoring  systems  for  loan 
approval.  "All  these  other  guys  do  is 
check  oft'boxes,"  he  says.  "There's  no 
judgment  factor.  At  Mercury,  the 
branch  managers  investigate.  Why 
was  this  applicant  late?  Was  he  laid  off 
or  did  he  have  a  medical  emergency. 
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UP  a  COMERS 


Distribution  was  the  biggest  problem  tor 
Brooklyn  Brewery  founders  Steve  Hindy  and 
Tom  Potter.  So  they  turned  it  into  an  opportunity. 

Micfo- 
brewmeisters 




or  was  he  just  unwilling  to  pay?" 

For  example,  the  Balls  were  what 
Mercury's  Vice  President  of  Finance, 
C'harley  Pond,  calls  "a  classic  turn- 
around situation."  Both  were  health\' 
and  working  again,  and  had  been 
sincere  in  paying  off  their  debts.  Be- 
sides, they  were  buying  a  Chevy  van, 
not  a  Corvette. 

"We  don't  pay  much  attention  to 
computer  systems  to  approve  loans," 
booms  Brincat  in  his  foghorn  voice. 
"We  look  at  the  people." 

To  get  a  good  fix  on  his  customers, 
Brincat  hires  top-notch  credit  manag- 
ers steeped  in  money-lending  experi- 
ence (they've  been  in  the  business  an 
average  15  years).  He  gives  them 
plenty  of  latitude  in  making  many 
small,  short-term  loans — Mercun,' 
currently  has  outstanding  over  $745 
million  in  loans,  with  an  average  bal- 
ance of  under  $4,000.  Asset  diversifi- 
cation, it's  called.  Most  of  the  loans 
are  secured  by  the  same  used  cars  and 
trucks  the  loans  finance,  but  Mcrcun' 
will  also  lend  against  furniture,  used 
motorboats  and  anything  else  that 
can  be  repossessed  and  liquidated  fair- 
ly easily. 

Mercur\''s  loan  managers  are 
choosy.  They  turn  down  more  than 
three  out  of  every  four  loan  appli- 
cants. As  a  result,  last  year's  average 
delinquency  rate  was  just  0.8%  of 
assets,  less  than  a  quarter  the  av  erage 
at  consumer  finance  companies. 

In  just  nine  years  Mercuiy  has 
grown  into  a  company  with  $775 
million  in  assets  (June  30)  and  a  stock 
market  value,  at  its  recent  17V2  a 
share,  of  $1.5  billion.  But  with 
around  $170  billion  worth  of  used 
cars  and  trucks  sold  eveiy  year,  Brin- 
cat says  the  only  limit  to  profitable 
growth  is  finding  good  loan  officers. 
Toward  that  end,  in  April  he  paid  $22 
million  in  cash  for  Gulfco  Investment, 
a  Louisiana-based  consumer  finance 
firm.  The  main  attraction,  says  Brin- 
cat, was  the  firm's  62  veteran  branch 
managers. 

Brincat  owns  3%  of  Mercury's  equi- 
ty, worth  $21  million.  But  his  stake  in 
the  company  isn't  his  only  incentiv'e 
to  maintain  performance.  His  yearly 
bonus  ($865,000  last  year)  doesn't 
kick  in  unless  Mercury'  hits  a  30% 
remrn-on-equit)'  threshold.  Mer- 
cun''s  average  return  on  equitv'  for  the 
past  four  years:  38%.  ■■ 


By  James  M. 

Stki'HHN  Hindy,  an  editor  at  Long 
Island's  Newsday  newspaper,  liked  to 
brew  beer.  His  Brooklyn,  N.Y.  neigh- 
bor Thomas  Potter,  a  lending  officer 
at  Chemical  Bank,  liked  to  drink  v\  hat 
Hindy  brewed.  A  producer  and  a 
consumer.  Eight  years  ago  they  con- 
cocted a  fantasy:  start  a  little  brewen' 
of  their  own. 

The  tantasy  went  nowhere  for  a 
year.  Then,  in  the  fall  of  1986,  Hindy, 
now  44,  convinced  Potter,  38,  to 
attend  a  convention  of  microbrewers 
(as  small-scale  producers  of  regional 
beers  are  called)  in  Portland,  Ore. 
"From  what  I  saw,  a  lot  of  the  micro- 
brewers  weren't  going  to  make  it 
because  of  [insufficient]  capitaliza- 
tion or  location,"  says  Potter.  "But  I 
also  became  convinced  the  gourmet 
beer  field  was  going  to  explode." 

Back  in  Ne\\  York,  Potter  got  seri- 
ous about  turning  his  and  Hindy's 
fantasy  into  a  real  company,  which 
they  named  the  Brooklyn  Brewerx'. 
Potter,  who  had  helped  finance  more 
than  30  limited  partnerships  at 
Chemical,  set  up  a  Brooklyn  Brewerv' 
limited  partnership  and  began  shop- 
ping it  around  to  business  associates 
and  former  classmates  from  Colum- 
bia Business  School.  Hindy,  mean- 
while, went  looking  for  a  beer  recipe, 
and  finally  settled  on  a  dr\-  but  fra- 
grant brew  from  a  1903  Brookhn 
recipe.  (Before  Prohibition,  Brooklyn 
was  home  to  more  than  40  breweries 
and  produced  a  sizable  share  of  the 
nation's  beer.) 

By  mid-October  1987  Potter  had 
commitments  for  $300,000,  the 
minimum  required  to  make  the  part- 
nership agreement  binding.  A  few 
days  later  the  stock  market  crashed. 


Brooklyn  Lager's  regional  cousins 
All  had  the  same  problem. 


but  the  partners  had  their  moi 
"We  were  lucky,"  winces  Potter. 

Next  step:  find  a  brewer\'  to  | 
duce  their  beer.  After  some  stO) 
negotiations,  they  contracted  \i 
F.X.  Matt  Brewing  Co.,  in  Ul 
N.Y.,  which  brews  beer  for  top  m 
labels  like  Samuel  Adams  and  ^ 
Amsterdam. 

In  early  1988  the  first  bottles 
Hindy  and  Potter's  Brookhn  La 
began  to  issue   forth  from  Ai 
Brewing  Co.  That  year  Brooltj 
Brewerx'  sold  $404,000  worth 
beer.  The  following  v'ear  sales  top) 
$725,000.  But  combined  losses 
the  first  two  years  were  close  i 
$400,000.  To  help  make  ends  m| 
Hindy  went  back  to  Nemday  on 
evening  shift.  Potter  put  togethe 
second  limited  partnership  offerii 
raising  another  $500,000  to  keep 
struggling  company  afloat.  But 
didn't  for  a  minute  think  of  return 
to  the  salaried  banker's  rat  race. 


172 


Forbes  ■  September  13,  1- 


il 


©1993  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc,  Member  SIPC. 


atisf action  Defined. 


Defined  -Asset  FunJs^^  are  unit  investment  trusts  that  can  kelp  define  satisfaction. 

Take  a  look  at  what  our  Defined  M.unicipal  Investment  Trust  and 
Defined  Corporate  Income  Funds  offer.  Ji^itk  tkese  funds,  you  can  expect  a  ckeck 
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THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIl 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.  MostoJ AlG's  34X 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  la 
practices  and  traditions.  They  know  how  to  design  insurance  products  specifically  for  their  own  marl^ 
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ervice  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
experience  ojour  people.  And  that  is  something  no  one  else  can  match  in  this  fast-changing  world. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 
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UP  &  COMERS 


Brooklyn  Brewer 
Tom  Potter  (left) 
Steve  Hindy 
"I  have  a  clos« 
full  of  Brooks 
Brothers  suits 
with  six  years 
of  dust,  and  I 
don't  miss  the 
one  bit." 


have  a  closet  full  ot"  Brooks  Brothers 
suits  with  six  years  of  dust,'"  says 
Potter  today,  ''and  I  don't  miss  them 
one  bit." 

Brooklyn  Brewer^^'s  main  problem 
was  distribution.  Its  beer  was  sold  in 
eight  states,  but  Potter  and  Hindy 
found  the  only  profitable  area  was 
Brooklyn,  where  they  did  their  own 
distribution.  In  the  other  markets, 
distributors  were  used  to  selling  hun- 
dreds of  thousands  of  cases  monthly 
of  big  brands  like  Budweiser  and 
Coors.  The  distributors  treated  or- 
ders for  a  few  hundred  cases  of  Brook- 
lyn Lager  as  an  afterthought — and 
charged  an  arm  and  a  leg  for  the 
trouble.  Potter  estimates  his  gross 
margin  on  Brooklyn's  brew  was  over 
40%  if  he  distributed  it,  20%  if  some- 
one else  did.  And  20%  gross  margins 
wouldn't  support  the  company. 

Potter  and  Hindy  got  to  thinking. 
If  they  were  having  trouble  distribut- 
ing their  beer  outside  their  area,  then 


other  regional  microbrewers  were 
probably  having  trouble  distributing 
their  beers  on  Brooklyn's  turf. 

They  were  on  to  something.  Early 
in  1990  a  handful  of  other 
microbreweries  asked  the  Brooklyn 
partners  for  help  distributing  their 
products  in  the  New  York  area.  "All 
of  them  had  the  exact  same  problem," 
says  Potter.  "There  was  just  no  good 
gourmet  beer  distributor  in  New- 
York."  As  a  favor,  he  agreed  to  take  a 
few  dozen  cases  for  gourmet  beers 
like  Dock  Street  and  Catamount. 

As  word  got  around  that  Brooklyn 
Brewery  would  bend  over  backwards 
to  deliver  small  orders  of  microbrews 
to  retailers,  other  microbrewers  asked 
Potter  to  distribute  their  labels  in 
New  York.  Almost  before  they  knew  it 
Potter  and  Hindy  had  built  a  distribu- 
tion company  alongside  their  brewing 
company.  After  raising  another 
$500,000  last  year,  Brooklyn  now  has 
si.\  trucks  that  are  used  to  distribute  its 


own  product  as  well  as  150  goui 
beers  in  New  York. 

There's  synerg}'  between  the 
sides:  Because  stores  and  restaur 
that  cany  Brooklyn  Brewers  's  la 
generally  like  to  carr\'  a  broad  st 
tion  of  gourmet  beers,  distribu 
adds  to  demand  for  Hindy  and  '. 
ter's  product.  "Distribution  was 
biggest  problem;  now  it's  our  grej 
opportunity,"  says  Potter.  This 
distribution    should  account 
around    two-thirds    of  Broo 
Brewer\''s  $5  million  in  sales.  . 
both  sides  of  the  business  are  pro( 
ing  positive  cash  flow. 

Things  are  looking  so  bright  r 
now  that  im  estment  bankers  w  ar 
take  Brooklyn  Brewer)'  public.  Hi 
and  Potter,  whose  ownership 
been  diluted  down  to  about 
each,  say  they're  tempted,  but  m 
cash  in.  They  say  they'd  use  the  | 
ceeds  to  build  their  own  brewery 
Brooklvn. 
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STARTING  YOUR  OWN  SUSINESS 


Business  opportunities  come  in  all  shapes  and  sizes. 

For  Larry  and  Linda  Link,  it  came  in  the  shape  of  a  ghost  town 


Wdello 
is  over  there" 


By  William  P.  Barrett 

Stkins,  N.M.  is  a  flyspcck  wedged 
between  Interstate  10  and  the  South- 
ern Pacific's  busy  main  line.  El  Paso 
lies  170  miles  due  east;  140  miles  west 
lies  Tucson;  65  miles  south  is  the 
Mexican  border.  To  get  to  Steins  in  a 
hurry,  you  fly  Mesa  Airlines  from 
Albut]uerque  to  Silver  City  and  rent  a 
car  from  Grimes  Aviation — Mrs. 
Grimes  personally  delivers  the  vehicle 
from  her  house  next  door.  From  there 
it's  an  hour-and-a-half  drive,  partly  on 
a  dirt  road  through  the  desert. 

Steins  (pop.  zero)  is  a  ghost  town. 
But  a  ghost  town  with  a  bright  friture. 
Or  so  hope  its  owners,  Lawrence  and 
Linda  Link. 

Five  years  ago  the  Links  bought 
Steins  for  $50,000 — no  money  down 
and  owner  financing  at  8%  for  ten 
years.  For  that  they  got  7V4  acres  and 
about  a  dozen  small  adobe,  stone  and 
wood  buildings  in  varying  states  of 
disrepair;  the  structures  were  ftxll  of 
cooking  utensils,  wood-burning 
stoves  and  other  artifacts  showing 
everyday  life  along  the  hardscrabble 
frontier.  The  sole  bathroom  is  an 
ancient  outhouse  with  a  faulty  door. 
"The  artifacts  still  remaining  in  the 
buildings  were  easily  wortli  $200,000 
as  collectibles,"  says  Larry  Link. 

But  the  Links  didn't  buy  Steins  to 
strip  out  its  assets.  They  bought  it  to 
develop  into  a  tourist  attraction.  So 
far,  so  good.  Highway  billboards, 
brochures  distributed  through  mo- 
tels, and  word- of- mou til  help  draw 
se\'eral  hundred  tourists  a  day,  many 
of  diem  Europeans,  plus  the  occa- 
sional scholar.  Nearly  half  pay  $L50 
each  for  a  tour  led  by  one  of  tlie  Links. 

"The  bordello  is  over  there,"  says 
Larry,  pointing  to  a  one -story  shack 
he  is  renovating.  "On  payday,  rail- 
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Lease  The  Lincoln  Tx)wn  Car  And  Enjoy 
One  Of  The  World's  Most  Spacious  Interiors. 


STANDARD  FEATURES: 

•  Remarkably  quiet  ride 

•  4.6-liter  V-8  engine 
•Driver  and  right-front    PER  MONTH,  24-MONTH  LEASE"' 

Dassencer  air  bae  Refundable  security  deposit  *5  50.00 

i      ,^        ,  r,        •        DOWN  PAYMENT...   '2,825.00 

Supplemental  Restraint    First  month's  payment..  S499.00 

System**  |  Cash  due  at  lease  inception'  ^3,874.00  | 

•  4-wheel  disc  anti-lock  brake  system 

•  Sequential  multi-port  electronic  fuel  injection 

•  6-way  power  driver  and  passenger  seats 

•  Remote  keyless  and  illuminated  entry  systems 

For  more  information  on  the  Lincoln  Town  Car  and  leasing,  please 
call  1-800-255-5433. 


I  LINCOLN 

What  A  Luxury  Car  Should  Be 


*E,xcludes  tide  and  taxes.  ** Always  wear  your  safety  belt.  ***199.'5  Town  Car  E.xecutive  Series  M.S.R.P.  $35,175,  excludes  tide,  taxes,  license  fee.  California  emissions 
excluded.  Lease  payment  based  on  average  capitalized  cost  of  88.67%  of  M.S.R.P.  for  24-mo.  closed-end  Ford  Credit  Red  Carpet  Leases  purchased  nationally  from  9/92- 
6/93.  Total  amount  of  monthly  payments  is  $1 1,976.  Some  payments  higher,  some  lower.  See  dealer  for  payment/ temis.  Lessee  may  have  option  to  buy  car  at  lease  end 
at  price  negotiated  with  dealer  at  signing.  Lessee  responsible  for  excess  wear/tear  and  mileage  over  30,000  at  ll(«/mile.  Credit  appro val/msurability  determined  by  Ford 
Credit.  Take  new  retail  delivery  from  dealer  stock  by  9/22/93. 


road  workers  had  girls  brouglit  in 
from  El  Paso." 

Most  people  who  bother  stopping 
in  Steins  also  stop  at  the  Steins  Mer- 
cantile store,  which  sells  T  sliirts, 
mugs  and  other  memorabilia.  A  big 
business  this  isn't:  Annual  gross  re- 
ceipts for  the  Links  are  a  modest 
$70,000.  On  the  other  hand,  they 
have  no  employees  and  pay  only  S306 
a  year  in  property'  taxes,  so  Steins  is  a 


living  as  well  as  a  ghost  town. 

Originally  from  Des  Moines,  the 
Links,  both  51  now,  moved  to  the 
Phoenix  area  in  1960.  Larr\'  became  a 
warehouse  superintendent  for  Associ- 
ated Grocers,  the  big  food  wholesal- 
ing cooperative;  Linda  later  took  a  job 
as  a  production  operator  at  the  Mo- 
torola plant  in  Mesa. 

Larn'  had  been  at  his  job  25  \'ears  in 
1988  when  his  employer  was  sold  to 
Fleming  Cos.  "I  was  ready  for  a 
change,"  he  says.  So  was  his  wife. 
Their  diree  children  were  grown  and 
the  mortgage  on  their  home  was  paid. 
The  Links,  who  liked  southern  New- 
Mexico,  scouted  for  something  to  do 
there.  Larr\'  happened  upon  Steins. 

Founded  in  1858  as  a  stagecoach 
stop.  Steins  was  named  for  a  U.S. 
Army  otFicer  killed  in  a  nearby  skir- 
mish with  Apaches.  Assorted  Indian 


chiefs  and  bank  robbers  were  freq 
visitors.  The  cit)'  grew  to  about  1 
people  and  200  buildings  after 
Southern  Pacific  built  a  depot  in  ] 
and  hauled  water  to  a  newly  i 
water  tower. 

But  when  the  railroad  close! 
operations  in  Steins  in  1958,  the  1 
quickly  withered  for  lack  of  w 
The  last  business  closed  the  next 
Fires  consumed  most  of  the  ren 
ing  buildings,  including  the  14-r 
Hotel  Steins. 

When  Larry  discovered  the  to\i 
1988,  its  population  was  down  tc 
person,  a  member  of  Tucson's  C 
son  family,  which  had  bought  it 
the  railroad  in  the  Sixties. 

"I  called  my  wife  and  said,  '' 
would  you  think  about  bu\'ing  a  ^ 
town?'  Larr\'  says.  She  promptl 
plied,  'You're  crazy.'  " 

\Vlien  she  showed  up  to 
Steins,  Linda  agreed  it  had  tc 
attraction  potential.  But  the  ] 
didn't  buy  Steins  on  impulse, 
pondered  it  for  several  v\eeks 
de\'eloped  various  development 
narios  ox  er  one  \'ear,  five  years  an 
years.  The  Links  had  some  sa\ 
plus  pensions  and  Social  Sec 
coming  down  the  road,  so  they 
not  betting  their  bottom  dollar 
they  knew  it  was  a  risk.  Recalls  I 
"I  figured  we  could  last  for 
years." 

After  buying  the  town,  the 
immersed  themselves  in  local  h 
and  carpentr)' — Larr\',  a  nonh. 
man,  planned  on  doing  all  the 
himself,  repairing  and  rebuildin 
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;l  Tower 

iris,  1 889 
signed  by 
ave  Eiffel 


World  Class 
Designs 


Interna  tional-U.S. 
Account  Team 

Schaumburg.  Illinois 
ned  by  Our  Customers 
...for  Our  Customers 


Golden  Gate  Bridge 

San  Francisco,  1937 
Designed  by 
Irving  F.  Morrmv 


^Ve  built  in  world  class  features,  too. 


iustomized  coverage  to  protect  customer  assets 

inaricial  strength  and  stability  customers  want  from  their  insurer 
Vn  international  network  of  offices  to  support  customers  all  over  the  world 
experienced  teams  to  design  flexible  responses  to  each  customer's  risk  management  and  risk 
ransfer  needs 

^or  more  information,  call  your  independent  insui'ance  agent/ljroker  or  Zurich- American 
It  1-800-382-2150 


ZURICH-AMERICAN 

INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability, 


3  Ziiricli- Arricriraii  liiMiniiK c  i'.nniy 


A  Mi'iiihcr  (if  llic  W<)rl(lwi(lc(ai^Ziirii  li  iMsiiraricr  Croiij) 


STARHNfi  YOUBJWN  BUSINESS 


The  Maio  brothers  figured  that  even  if  their 
little  business  didn't  survive  New  York  City's 
hostile  environment,  at  least  they'd  produce 
a  product  that  excited  them. 

The  mapmal^ers 


standing  buildings  one  at  a  time. 

To  maintain  an  authentic  look  and 
to  keep  rebuilding  costs  down,  the 
Links  haul  used  wood  from  other 
abandoned  buildings  as  far  as  150 
miles  away. 

Wliat's  it  like  runnmg  a  ghost  town 
in  the  Wild  West.'  Rattlesnakes  w  ere  a 
big  problem  until  the  Links  got  roost- 
ers and  hens,  which  scare  ofT  the 
reptiles  and  enhance  that  rustic  look. 
For  liabilit)'  insurance  the  Links  had 
to  go  all  the  way  to  Lloyd's  of  Lon- 
don. But  the  water  problem  that 
killed  the  town  was  solved  when  a  well 
drilled  through  60  feet  of  solid  rock 
found  water. 

The  Links  have  tracked  down  doz- 
ens of  former  Steins  residents;  many 
sent  copies  of  old  photographs.  For 
promotion,  the  Links  get  an  average 
of  $5,000  a  year  from  a  New  Mexico 
government  tourist  fund  to  pay  for 
brochures  and  billboards.  They  also 
got  in  touch  with  map  and  tourist 
book  publishers  to  make  sure  Steins 
was  listed.  They  trademarked  an  em- 
blem of  a  ghost  peering  out  of  a 
locomotive.  Recreational  vehicles  can 
stay  overnight  on  the  property'  for 
free,  creating  goodwill  and  decent 
word-of-mouth. 

Larry  and  Linda  Link  live  on  80 
acres  they  purchased  about  9  miles 
away.  They  sometimes  think  about 
building  a  house  in  Steins,  moving 
there  and  building  the  population  to 
two.  "But  then,"  muses  Lany, 
"would  it  still  be  a  ghost  town.^""  WM 


Steins  Mercantile  store 


Word^f-mouth  sells  mugs. 


By  Michael  Schuman 

Born  in  Taiwan,  Jackson  and  Dan- 
niel  Maio  arrived  with  their  parents  in 
the  U.S.  22  years  ago.  As  teenagers 
they  worked  in  their  parents'  Chinese 
restaurant  in  Mary  land,  then  headed 
off  to  college.  Jackson,  now  33, 
earned  a  degree  in  architecture  from 
Virginia  Polytechnic  Institute.  Broth- 
er Danniel,  31,  earned  a  degree  in 
international  studies  from  American 
University. 

In  the  late  Eighties  they  landed  in 
New  York  Cit)',  where  Jackson  found 
work  as  an  architect,  Danniel  as  a 
commercial  real  estate  broker.  But  it 
wasn't  long  before  the  urge  to  work 
for  themselves  took  hold. 

"I  was  on  my  way  to  work  in 
1989,"  Jackson  recalls,  "and  I  start- 
ed to  think  about  what  I'd  be  doing 
20  years  in  the  fiiture.  I  realized  it 
would  be  the  same  thing.  That  was 
damn  sad." 

While  the  brothers  didn't  think 
much  about  the  chances  of  failing, 
they  knew  that  small  businesses,  espe- 
cially in  a  highly  taxed  bureaucratic 
cit)'  like  New  York,  live  precariously. 
So  they  did  something  smart.  They 
started  a  business  that  produced 
something  they  themselves  liked. 
That  way,  they'd  derive  pleasure  from 
it  even  if  it  did  go  down  the  tubes — 
which  it  nearly  did. 

Their  product:  maps.  A  few  months 
before  starting  their  company,  Dan- 
niel had  brought  home  a  large,  intri- 
cately detailed  New  York  Cit\'  map 
used  by  real  estate  brokers;  he  hung  it 
on  the  lix'ing  room  wall  of  the  apart- 
ment they  shared.  The  brothers  grew 
fascinated  by  the  24-square-foot  map, 
finding  places  in  New  York  that  they 
never  knew  existed.  "I  love  New  York 
Cit\',"  says  Jackson.  "And  there  was 
the  whole  cit\%  right  in  front  of  me." 


But  the  more  closely  they  stu( 
the  map,  the  more  they  found  i 
wanted  to  know — specific  things 
addresses,  names  of  buildings,  li 
tions  of  museums.  "We  thought 
we  could  do  it  better,"  says  Danr 

In  Januan'  1990  they  started  lo 
tity  Development  International 
Their  idea  was  to  make  maps 
went  far  beyond  simple  street  g 
For  example,  the  Maios  arc  curre 
negotiating  to  develop  maps  of  ^ 
York  City  postal  districts  for  the  ' 
Postal  Ser\'ice  that  would  show  wi 
each  mailbox  is  situated,  and  w 
each  postman's  route  goes. 

In  the  beginning  the  brothers 
on  to  their  salar\'-paying  jobs  v 
doing  startup  research  on  car 
raphy  and  potential  markets.  T 
last  September,  they  quit  their  ; 
pooled  their  savings  and  borrc 
cash  from  their  parents  and  ( 
close  relatives.  In  all,  they  pullec 
gether  $100,000  in  startup  ca| 
They  used  $45,000  of  the  monc 
buy  the  cartography  assets  < 
moneylosing  little  map  outfit; 
elaborately  detailed  maps  on  p 
dating  back  to  1969  would  ser 
the  base  for  the  Maios'  maps. 

Customers,  alas,  did  not  beat  a 
to  the  Maios'  door.  Over  the 
eight  months  the  brothers  cold-c 
real  estate  agencies,  utilit)'  comp 
and  business  associations.  The\' 
out  hundreds  of  letters.  But  o 
handfiil  of  contracts,  worth  in  al 
$30,000,  materialized. 

The  Maios  decided  that  their 
gest  marketing  problem  la\'  in  th 
that  they  had  no  samples  of  their 
to  show  potential  customers.  S( 
last  year  they  started  to  de\cl 
building-by-building  map  of  . 
hattan.  They  figured  the  map  \^ 
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'ou  may  change  your  view  of  Airbus  Industrie  wiien 
ou  l(now  liow  wide  our  own  view  is. 


Airbus  Industrie's  approach  to  the  civil  aircraft  industry  is  far  more  global  than  our  European  origin  might  suggest, 
r  example,  Airbus  parts  are  currently  sourced  from  some  500  companies  in  35  states  across  the  USA.  It's  our  policy 
irays  to  seek  out  the  best  possible  equipment  and  expertise:  anywhere  in  the  world. 


MOI'E  INFORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO  COMMUNICATIONS  DEPARTMENT.  AIRBUS  INDUSTRIE  OF  NORTH  AMERICA,  593  HERNDON  PARKWAY,  HERNDON.  VA  22070, 


STARTING  YOUR  OWNHUSt 


a^fc{''*>-.:>-.lll  Identity 


sen'e  a  dual  purpose:  as  a  sample  and 
as  a  product  they  could  sell  to  a 
broader  audience  of  people  who 
shared  their  love  of  maps. 

Another  problem  soon  arose:  No 
one  had  anything  approaching  die 
kind  of  detailed  data  the  mapmakers 
needed.  So  the  Maios  became  mod- 
ern-day explorers,  examining  New 
York  street  by  street  and  taking  notes 
at  ever\'  address. 

The  effort  nearly  did  them  in.  "We 
had  no  income  coming  in  at  all,"  says 
Danniel.  Bv  April  the  explorers  had 
covered  ever}'  Manhattan  block  be- 
low 65th  Street.  They  incorporated 
their  findings  into  a  beautifi.il  36-by- 
48-inch  map,  and  priced  it  at  $25. 

With  it,  their  fortunes  changed. 
The  New  York  Times  gave  tlie  map  a 
brief  write-up  in  April  and  orders 
poured  in.  Not  only  has  it  generated 
over  $100,000  in  much  needed  cash. 


but  the  map  has  also  attracted  the 
attention  of  many  would-be  clients. 
Danniel  Maio  says  the  company  now 
has  over  a  dozen  contracts  in  the 
works  and  three  are  "almost  defi- 
nite." Among  the  latter,  a  lower  Man- 
hattan business  association  is  interest- 
ed in  a  map  showing  where  each  shop 
in  the  area  keeps  its  garbage  cans;  such 
a  map  would  cost  $150  to  $200  a 
block,  depending  on  the  detail  anci 
the  size  of  the  area.  And  the  Hungar- 
ian ambassador  to  the  U.N.  has  in- 
quired about  a  map  of  Budapest. 

Not  that  the  Maios  are  out  of  the 
woods.  New  York  is  one  of  the  most 
hostile  cities  for  small  businesses; 
hence,  in  large  measure,  the  cit)''s 
9.5%  unemployment  rate.  For  exam- 
ple, although  the  Maios  have  just  two 
fijll-time  employees,  the  compam' 
spent  $20,000  on  health  and  office 
insurance  for  the  first  half  of  1993 


Development 
International 
founders  Danniel; 
Jackson  Maio 
Designing  maps 
so  detailed  that 
every  mailbox 
and  garbage  can 
is  identified. 


alone.  Danniel  Maio  says  that  if  Id« 
tit}'  lands  a  contract  to  draw  up  m; 
for  New  York  Cit)''s  subway  syst' 
for  the  Metropolitan  Transit  Auth< 
it\',  general  liabilit}'  insurance  on  i 
company's  employees  ccjuld  cost 
much  as  $60,000  a  year.  I 

0\'er  the  next  few  years  the  Malt 
goal  is  to  create  a  computer  datab 
that  would  produce  specific  maps 
the  push  of  a  button,  in  efiect 
adding  features  to  their  existing  Nl 
York  Cit}'  map.  "Suppose  you  wanl 
to  know  where  all  of  the  Chin- 
restaurants  in  New  York  were,"  D; 
niel  explains.  "We'd  just  t)'pe  d 
into  the  computer,  and  voila!  ther 
your  map."  j 

"I  can't  see  a  limit  to  where  C 
can  go,"  says  brother  Jackson,  w 
had  worried  about  a  lifetime 
drudgerx'  in  arcliitecture.  "And  ths 
exciting."  I 
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New  Leaders  for  a  New  Era 


At  Canon, 

ve  have  proved  that  with  innovation  it  is 
possible  to  accomphsh  seemingly 
impossible  tasks." 


With  its  sights  set  on  the  21st  century,  Canon  takes  steps  to  transform  itself 

into  a  closer-knit  global  group 


:ope  effectively  with  the  worldwide 
•ssion  and  help  create  brighter 
;pects  for  the  future,  new  presidents  for 
dn  Inc.  and  Canon  USA,  Inc.  were 
ed  this  year. 

rhe  step,  according  to  Canon  Inc. 
irman  Ryuzaburo  Kaku,  reflects 
m's  determination  to  implement  "reju- 
ition"  v^ath  the  aim  of  remaining  a  lead- 
global  manufacturer  and  marketer  of 
;i-quality  cameras,  optical  equipment 
business  machines. 

Br  Hajime  Mitarai,  54,  the  new  man  in 
charge  of  Canon  Inc.,is  a  soft-spoken, 
U.S.-educated  electronics  engineer 
who  says  Canon's  rejuvenation 
|best  be  achieved  by  first  promoting  open 
nal  communication, 
'ormer  Senior  Managing  and  Represen- 
e  Director  in  charge  of  research  and 
lopment,  I)r  Mitarai  hopes  improved 
munication  among  the  67,000  men  and 
len  who  make  up  Canon's  global  work- 


force will,  among  other  things,  "trigger  more 
vigorous  R&D  and  marketing  activities." 

Dr  Mitarai  further  asserts:  "It  will  also 
help  our  employees  better  understand  and 


Dr.  liajime  Milarai 
President,  Canon  Inc. 

practice  our  corporate  philosophy  of  kyosei 
toward  our  clients,  dealers,  partners  and  the 
communities  supporting  our  operations." 

Kyosei,  which  means  "living  and  working 
together  for  the  common  good,"  was  original- 
ly advanced  by  Chaimian  Kaku  in  1988,  a  year 


after  Canon  celebrated  its  SOth  anniversary. 

Today,  with  kyosei  as  its  guiding  princi- 
ple, Canon  continues  to  seek  harmonious  eco- 
nomic and  social  relations  around  the  world 
as  a  responsible  global  corporate  citizen. 

Kyosei  puts  particular  emphasis  on  the 
development  of  fair  competition  and  mutual- 
ly beneficial  ties  with  partners  and  rival  firms 
alike,  the  promotion  of  community  relations, 
and  a  strong  commitment  to  the  protection  of 
the  environment. 

Driven  by  this  corporate  philosophy 
Canon  last  year  successfully  completed  its  first 
five-year  global  corporate  plan,  the  aim  of 
which  was  to  establish  kyosei  in  diverse  activ- 
ities such  as  R&D,  global  business  expansion 
and  corporate  citizenship. 

Supported  by  the  five-year  plan,  consoli- 
dated net  sales  grew  at  an  average  14.4%  per 
annum  and  totaled  $15.3  billion  in  1992 
(shared  almost  equally  by  the  company's 
operations  in  North  America,  Europe  and 
Japan),  with  business  machines  accounting 
for  nearly  80%  of  the  total. 


Canon 


lieaders  for  a  Nfew  Era 


"The  free  flow  of  ideas  tends  to  be  disrupted 
when  a  corporation  grows  too  big. 
This  is  extremely  detrimental  to  employees'  morale 
as  well  as  the  corporation's  long-term  growth." 


Canon  Research  Centre  France  S.A  draws  on  the  advantages 
offered  by  the  integration  of  Canon's  strength  in  image-process- 
ing technology  and  French  expertise  in  telecommunications 
to  make  innovative  advances  in  its  vital  scientiiic  field. 


Dr.  Mitarai  was  bom  in  Tokyo  in  1938,  the 
first  son  of  Canon  founder  Dr  Takeshi  Mitarai. 
He  came  to  study  in  the  U.S.  in  1957  and  sub- 
sequently received  an  M.S.  from  the 
Massachusetts  Institute  of  Technology  (MIT) 
and  a  Ph.D.  from  Stanford  University,  both  in 
electronics. 

Dr.  Mitarai 
returned  to  Japan 
to  join  Canon 
Inc.  in  1974,  just 
when  the  compa- 
ny was  beginning 
to  incorporate 
electronics  into 
its  camera-mak- 
ing technology 
and  was  greatly 
in  need  of  engineers  of  his  expertise. 

Reminiscing  over  his  17  years  in  the  U.S., 
Mitarai  says  he  was  particularly  impressed  by 
the  readiness  of  Americans  to  communicate 
openly  with  each 
other. 

Since  joining 
Canon,  Mitarai  has 
himself  steadfastly 
preached  "heart-to- 
heart,  mind-to-mind 
communication,"  for 
which  he  has  coined  a 
new  word -/^«>y/)m. 

"The  free  flow  of 
ideas  tends  to  be 
disrupted  when  a  cor- 
poration grows  too 
big,"  Mitarai  points 
out.  "This  is  extremely 


detrimental  to  employees'  morale  as  well  as 
the  corporation's  long-term  growth." 

By  encouraging  tsushin  and  an  active 
exchange  of  ideas  within  the  company,  Mitarai 
hopes  to  "play  the  part  of  a  symbol"  indicat- 
ing Canon's  new  direction  toward  the  21st 
century. 


in  notebook-type  personal  computers. 

Canon's  strong  commitment  to 
borne  out  by  the  fact  that  its  annua 
expenditure  takes  up  approximately  10'; 
company's  sales. 

Last  year,  attesting  to  its  active 
R&D,  Canon  won  more  patents  in  tl 


A  combination  of  Canon  s  advanced  technology  and 
German  precision  engineering  has  enabled  Canon 
Giessen  GmbH  to  grow  into  one  of  Europe's  leading  copi- 
er manufacturers  since  its  establishment  in  1972. 


Canon  Dalian  Business  Machines,  Inc  was  inai 
1989  as  Canon  s  first  recycling  facility  .  With  < 
employees,  this  subsidiary  in  China  plays  a  mj 
Canon's  global  cartric^e  recycling  program.  1 


Growth  of  Canon 
Worldwide  Sales 
diss  millions) 


Sales  by  product  (L'SS  millions) 

Business  machines 

Cameras 
I    I  Optical  ard  other  products 


Despite  the  adverse  economic  climate,  Dr 
Mitarai  is  confident  Canon  can  achieve  its  goal 
of  further  growth  between  now  and  the  start  of 
the  next  century. 

"At  Canon,"  he  says,  "we  have  proved  that 
with  innovation  it  is  possible  to  accomplish 
seemingly  impossible  tasks." 

Thanks  to  innovation.  Canon  counts 
among  its  many  R&D  achievements  the  devel- 
opment of  Laser  Beam  Printer  (LBP)  technolo- 
gy, which  today  commands  approximately  80% 
of  the  world's  computer  page  printer  market. 

Another  example  of  Canon's  innovative 
R&D  can  be  found  in  its  original  Bubble  Jet 
technology,  which  has  made  possible  the  devel- 
opment of  compact  printers. 

Bubble  Jet  technolog)'  also  facilitates  full- 
color  printing,  and  has  been  applied  to  note- 
book printers,  office  printers  and  Canon's 
Micro-Bubble  Jet  printer,  which  is  incorporated 


than  any  other  company  from  arou 
world. 

As  Dr  Mitarai  stresses,  Canon  is  ti 
leading  role  in  addressing  global  envirc 
tal  issues.  I 

In  1992,  ozone-depleting  chloroflu 


R&D  expenditures  (US$  millions) 


Number  of  patents  i 
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"We  must  make  every  effort  to  pursue  further 
diversification  based  on  innovative 
technologies  and  mari<eting  ideas.  Tiiat  is  what  I  expect  tsushin 
communication  will  make  possible." 


FCs)  were  completely  phased  out  from 
lufacturing  processes  in  all  of  Canon's 
;ion  facilities  around  the  world. 
'4ay  1993,  further  reflecting  the  compa- 
ivironmental  program,  the  use  of 
3ethane  was  also  eliminated, 
iitionally,  under  a  "from  planning  to 


K\D  and  aim 
e  safe  maienal 
energy  sourcf 

ir  cells 


g"  theme,  Canon  is  accelerating 
1  into  environmentally  safe  materials, 
ion  processes  and  energy  resources, 
ig  solar  cells,  at  its  new  Ecology 
|h  and  Development  Center  set  up  in 
ds  year. 

jther  testimony  to  Canon's  ecological 
ment  is  its  highly  acclaimed  "Clean 
ampaign,"  launched  worldwide  for 

i  g  discarded  cartridges  for  laser  beam 

i  and  personal  copiers. 

1  Mitarai  at  the  helm,  Canon  Inc. 
ts  downtown  headquarters  to  a  new 
uiiding  in  southeastern  Tokyo  this 

bringing  together  the  company's 
1  and  marketing  specialists,  Mitarai 


expects  the  move  to  promote  a  more  intimate 
dialogue  between  those  who  know  what  the 
market  wants  and  those  who  know  how  to 
develop  what  the  market  wants. 

Mitarai  attributes  to  excellent  communi- 
cation much  of  what  he  describes  as  Canon's 
existing  relations  of  mutual  trust  with  its  glob- 
al partners. 

Noting  that  Canon  has  delivered  to  one  of 
its  U.S.  partners  more  than  10  million  printers 
worth  billions  of  dollars  on  an  OEM  basis,  he 
says:  "This  has  been  done  over  the  years  with- 
out even  a  specific  contract  or  any  capital  par- 
ticipation on  our  part.  This  is  what  good  com- 
munication can  do." 

In  preparation  for  the  challenges  of  the 
coming  century.  Canon's  second  five-year 
global  corporation  plan  has  already  been  initi- 
ated. Among  the  objectives  of  this  program  is 
the  establishment  of  a  tripolar  headquarters 
system  based  in  North  America,  Asia  and 
Europe. 

By  granting  full  responsibilities  to  each  of 
these  regional  headquarters.  Canon  hopes  to 
continue  expanding  its  global  operations  more 
efficiently 


"Clean  Earth  (^amp^ugn.  laiintlieil  iii 
1990  for  ret7cling  cartridges,  typifies 
Canon's  environmental  efforts.  As  part 
of  the  campaign,  Canon  donates  $1 
for  every  cartridge  collected  to  envi- 
ronmental bodies  in  the  U  S.,  Canada 
and  Australia. 


"To  combat  the  adverse  business  climate," 
Mitarai  observes,  "Canon  Inc.  will  have  to  rely 
less  on  exports,  which  currently  account  for 
some  80%  of  our  annual  sales  in  Japan,  This 
means  we  must  increase  our  domestic  sales 
dramatically.  To  do  so,  we  must  make  every 
effort  to  pursue  further  diversification  based  on 
innovative  technologies  and  marketing  ideas. 
That  is  what  I  expect  tsushin  communication 
will  make  possible." 


Haruo  Murase,  the  new  President  of  Canon 
USA,  Inc.,  is  a  53-year-old  marketing  special- 
ist who  fondly  recalls  his  first  year  in  the 
United  States  22  r-  -^pm»-'T»w -i>'«wipwjpHH 
years  ago  when  ,  ^ 
he  was  posted  as  ; 
a  camera  sales- 


Haruo  Murase 
President  and  CEO 
Canon  USA,  Inc. 


The  Clean 
Earth  Campaign 


man. 

"Canon  was 
little  known 
as  a  camera- 
maker  in  North 
America  at  the 
time,  and  calcu- 
lators were  our  only  marketable  product,  so  I 
had  to  sell  calculators  at  the  start,"  muses 
Murase.  "I  knew  a  lot  about  cameras,  but 
virtually  nothing  about  calculators,  only  a  lit- 
tle about  North  America,  and  very  little 
English." 

A  quiet  man  with  a  friendly  smile,  Haruo 
Murase  has  seen  Canon  USA  come  a  long  way 
from  a  small  sales  office  to  a  well -diversified, 
fully  integrated  American  company  with  its 
own  R&D  and  manufacturing  facilities,  sales 
network  and  marketing  mechanism. 


Canon 
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Nfiw  Leaders  for  a  New  Era 


"New  thinking  is  required  for  meeting 
the  challenges  of  the  new  era. 
That,  I  believe,  is 
what  our  rejuvenation  will  create." 


Since  1955,  wlieti  tlie  first  sales  office 
staffed  by  only  five  men  was  opened  in 
Manhattan,  Canon  USA  has  posted  phenome- 
nal growth.  Today,  the  Canon  USA  Croup  com- 
prises a  workforce  of  nearly  9,200  and  a  net- 
work of  offices,  plants  and  research  centers  in 
more  than  30  locations  in  the  U.S.,  Canada 
and  Mexico. 


Located  in  Paid  Alio,  Calilortiia,  Canon  Research  Center 
America  conducts  innovative  R&D  work  in  advanced  computer 
teclmologies  related  to  optical  recognition,  image  data  compres- 
sion, algorithms,  etc. 

Last  year,  Canon  USA's  net  sales  reached 
$4.5  billion  -  a  12%  increase  from  1991  - 
which  accounted  for  approximately  one-third 
of  Canon's  total  global  sales. 

In  accordance  with  Canon's  global  local- 
ization program,  locally 
manufactured  products, 
including  facsimile 
machines,  copiers  and 
cartridges,  currently 
account  for  a  significant 
share  of  Canon's  North 
American  sales. 

Supported  by  a  dedicated  work- 
force, Canon  Virginia,  Inc.  is  today 
one  of  Canon's  largest  manufactur 
ing  facilities  worldwide.  In  recogni- 
tion of  its  contributions  to  tlie  local 
community.  Canon  Virginia  was 
presented  the  Keep  Virginia 
BeauUful  Award  in  1992. 


Canon'Virginia,  Inc.,  a  subsidiary  based  in 
Newport  News,  Virginia,  is  one  of  Canon's 
largest  and  most  sophisticated  production 
bases  in  the  world  for  laser  beam  printers, 
copiers  and  replaceable  cartridges. 

Now  in  its  seventh  year,  Canon  'Virginia 
utilizes  highly  efficient  automation  and  qual- 
ity control,  and  has  produced  over  one  mil- 
lion laser  beam  printers  and  five  million  car- 
tridges. 

With  its  advanced  production  capabilities. 
Canon  Virginia  is  playing  an  increasingly 
important  role  among  Canon's  global  export 
bases  for  cartridges. 

As  Haruo  Murase  sees  it,  Canon's  growth 
in  North  America  can  be  attributed  to  "good 
luck  and  hard  work." 

Citing  the  successful  commercial  applica- 
tion of  Canon's  highly  acclaimed  LBP  tech- 
nology, Murase  remarks:  "Though  LBP  tech- 
nology was  originated  by  Canon,  our  present 
success  would  not  have  been  possible  with 
printers  alone.  We  were  lucky  in  that  a  boom 
in  personal  computers  emerged,  considerably 
expanding  the  market  for 
printers.  While  we  were 
developing  our  LBP  tech- 
nology, many  computer 
and  softv/are  companies  in 
the  U.S.  came  to  value  the 
advantages  of  our  LBP 
technology.  This  is  what  led 
to  our  success  in  North 
America." 

Murase  feels  that  the 
wami  reception  enjoyed  by 
Canon's  kyosei-hased  cor- 


Exemplifying  its  efforts  to  build  harmo- 
nious relations  with  communities  tfiat  host 
its.  operations.  Canon  provides  sponsor- 
ship for  the  Canon  Greater  Hartford  Open 
The  annual  event  also  raises  funds  for 
more  than  60  local  service  programs. 


porate  activities,  such  as  its  sponsorsh 
PGA's  Canon  Greater  Hartford  Open  am 
"Clean  Earth  Campaign"  for  recycling 
tridges,  has  also  contributed  to  the  comp^ 
growth  in  North  America. 

Today,  Canon  USA  is  steadily  on  cc 
toward  establishing  itself  as  Canon's 
American  headquarters  covering  not 
North  America  but  also  Central  and  S 
America. 

Although  generally  pleased  with  the 
pany's  growth,  Murase  is  nonetheless  c 
mined  to  introduce  various  means  of  "re 
nation"  while  exploring  ways  to  inc 
efficienq,  reduce  losses  and  bring  profit 
par  mth  major  U.S.  corporations. 

"New  thinking  is  required  for  meetir 
challenges  of  the  new  era,"  says  Mi 
"That,  I  believe,  is  what  our  rejuvenatio 
create." 

nis  advertorial  was  written  by  joun 
Ko  Shioya. 


3  Canon  U.S.A.,  Inc. 


It  means 
pulling  together. 

John  Rooney  collects  baseball  cards, 
comic  books,  you  name  it.  But 
recently,  John  and  his  classmates 
pulled  together  to  collect  more  old  cans 
and  bottles  than  any  other  class  in 
school.  There's  no  prize  for  winning, 
yet  John's  class  is  committed  to 
recycling  as  much  as  they  can.  Because 
they  know  that  together,  they  can  help 
change  the  world.  For  themselves. 
And  for  future  generations. 

At  Canon,  we  believe  in  making 
long-term  commitments  to  commu- 
nity activities.  And  as  a  part  of  our 
corporate-wide  policy  of  making 
environmental  protection  an  impera- 
tive, we  aim  to  be  at  the  forefront  of 
industrial  recycling.  Last  year.  Canon 
Virginia,  Inc.,  one  of  our  largest 
office  manufacturing  facilities,  won 
the  Keep  Virginia  Beautiful  Award 
for  making  ecology  an  integral  part 
of  their  manufacturing  process. 

This  is  only  a  portion  of  what 
we're  doing  on  a  local  level.  We're 
proud  to  sponsor  local  charitable, 
cultural  and  environmental  events. 
From  our  support  of  youth  soccer 
activities,  to  our  involvement  in 
various  community  service  programs, 
we  understand  that  corporations 
and  local  groups  need  to  pull  together 
if  we're  going  to  have  a  future.  This 
is  not  only  our  commitment  to 
the  future  of  our  company.  But  our 
dream  of  the  future  for  all  of  us. 


Canon 

:ial  Sponsor  of  WorldCupUSf\9r 
U.S.  Soccer 


Official 
and 


Destec  has  a  nicely  growing  business. 

But  it  will  need  all  the  growth  it  can  get 

just  to  keep  profits  steady  over  the  next  few  years. 

Steady  on 
thetiUer 


By  Christopher  Palmeri 

Navigating  his  43 -foot  sloop. 
Breathless,  on  weekJong  excursions  in 
the  Gulf  of  Mexico  is  good  therapy  for 
C.harles  Goff.  It's  not  bad  practice 
either  for  his  mainland  duty  of  pilot- 
ing Destec  Energy,  one  of  the  na- 
tion's largest  independent  power  pro- 
ducers, through  tricky  waters. 

Golf,  52,  a  dapper  former  Dow 
Chemical  executive,  is  running  a 
company  that  didn't  even  exist  four 
years  ago.  While  running  Dow's  ener- 
gy business,  he  had  seen  an  opportu- 
nity to  exploit  the  company's  own 
experience  in  independent  power 
generation.  That  had  begun  in  the 
late  1880s,  when  H.H.  Dow  burned 
wood  chips  to  generate  electricity  and 
steam  for  his  plants. 


Destec  Energy's 
Charlie  Goff 
Has  cash, 
will  travel. 


As  the  use  of  electricity  grew,  most 
industries  turned  to  the  utilities  for 
power,  but  in  recent  years  that  has 
been  changing.  Today,  thanks  to  fa- 
vorable federal  legislation,  more  than 
half  of  all  new  electricity  in  the  U.S. 
comes  from  independent  producers. 
They  can  generate  power  more 
cheaply  than  the  utilities  and  sell  it  to 
industrial  customers  at  lower  prices — 
they  don't  have  to  pass  on  the  cost  of 
subsidizing  consumers  and  other  po- 
litically favored  groups. 

Since  Dow  was  experienced  in 
power  generation,  Goff  convinced 
the  board  it  would  make  sense  to 
create  a  subsidiary,  Destec,  to  sell 
power  to  others.  Dow  then  trans- 
ferred some  of  its  energy  assets  to 


Destec,  acquired  another  indepi 
dent  operator  and  sold  28%  of 
new  company  to  the  public  in  Ma 
1991.  It  was  a  good  deal  for  Dc 
The  offering  paid  for  $260  millior 
special  dividends  to  the  parent,  wh 
continues  to  control  the  company 

Briefly,  Destec  was  a  hot  sto 
Offered  at  20  a  share,  it  surged  to 
before  it  began  to  lose  steam.  Nc 
more  than  two  years  later,  it  trade; 
just  18,  less  than  12  times  the  $1.5 
share  the  company  earned  last  yc 
The  numbers  that  Charlie  Got  I 
generating  would  seem  to  dcsc 
better  than  that:  Destec's  reven 
grew  16%,  to  $507  million,  last  yt 
Profits  were  up  20%,  to  $97  millio 

What  depresses  the  stock  are  a  c( 
pie  of  tough  problems  that  lie  just 
the  future.  To  help  capitalize 
company,  Dow  gave  Destec  the  rij 
to  buy  at  a  cheap  rate  electricity'  gi 
crated  by  a  Dow  plant  in  Texas,  po\ 
that  Destec  sells  at  a  higher  price 
two  Texas  utilities.  One  of  those  C( 
tracts,  with  Houston  Lighting 
Power,  brings  much  higher  rates  tl 
Destec  could  get  today.  That  contr 
expires  in  December  1994. 

Dow  also  contributed  a  plant 
Louisiana  that  uses  a  new  technolc 
to  convert  coal  into  a  synthetic  natt 
gas.  This  synthetic  gas  burns  15  tin 
cleaner  than  Clean  Air  Act  requi 
ments  for  the  vear  2000  but  cc 
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393  The  Travelers  Companies,  Hartford,  CT  06183. 


We  all  share  the  same  goals  in 
business  and  in  life.  Security. . . 
protection . . .  trust.  What  every 
man,  woman  and  child  seeks  from 
birth.  What  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  129  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  healthcare  networks;  or  the 
innovation  of  a  property  casualty 
program  that  has  helped  save 
American  business  over  $300  mil- 
lion; or  through  a  pension  and 
retirement  plan  that  is  safeguard- 
ing the  dreams  of  10  million  work- 
ers, retirees  and  their  families,  we 
make  a  difference  in  people's  lives. 


Even  with  50%  of  the  Fortune  500  as  our  customers, 
we  know  that  business  is  still  personal. 


A  difference  backed  by  over 
$50  billion  in  assets  and  the 
knowledge  that  every  customer 
is  our  most  important  one. 


Thelravelersj 

AMERICA'S  UMBRELLA' 


The  public  has  made  some  money  on  lottery  supplier 
Gtech,  but  the  insiders  have  made  much  more.  Why? 
Because  the  insiders  have  a  better  handle  on  value. 

Some 

shareholders 
are  more  equal 


Destec  Energ>' 


twice  as  much  as  real  nalura!  gas.  The 
federal  government  lias  subsidized 
this  project  to  the  tune  of  $620  mil- 
lion. But  the  subsidies  end  in  1997. 

Together,  these  two  direct  and  in- 
direct subsidies  provide  Destec  with 
more  than  85%  of  its  gross  profits. 
Charlie  Golf  is  going  to  have  to  run 
faster  just  to  stand  still  as  far  as  profits 
are  concerned.  Without  new  custom- 
ers and  new  construction  projects,  he 
faces  a  sharp  decline  in  profits  and 
cash  flow. 

It  won't  be  easy.  The  recession, 
combined  with  new  energy  conserva- 
tion efforts,  has  reduced  the  demand 
for  power  ever^'where  in  the  U.S. 

All  this  compels  Destec  to  look 
abroad  for  growth.  Demand  for  new 
power  in  places  like  India  and  China 
in  the  ne.xt  decade  may  grow  six  times 
faster  than  in  the  U.S.  But  some 
competitors  have  gotten  there  first. 
They  include  large  firms  such  as  En- 
ron Corp.  and  Southern  California 
Edison's  Mission  Energ)',  as  well  as 
entrepreneurial  rivals  like  Arlington, 
Va.- based  AKS  Corp. 

Goff  claims  he  can  handle  the  situa- 
tion. He  ticks  ofi^"  what  he  considers 
Destec's  competitive  advantages. 
Destec  is  highly  integrated,  with  a 
staff  of  250  engineering  and  design 
people.  Which  means  it  can  do  itself 
what  some  competitors  must  farm 
out.  "We  earn  more  on  every  proj- 
ect," GofT  explains.  "Our  competi- 
tors give  that  money  to  someone 
else."  Destec  is  well  heeled  for  expan- 
sion: $300  million — almost  $5  a 
share — in  cash,  and  little  debt. 

Goff  points  to  some  recent  success- 
es. This  year  Destec  won  a  contract  to 
build  a  150-megawatt  plant  for  Met- 
ropolitan Eclison  in  Pennsylvania. 
"There  were  39  other  bidders,  world- 
class  companies,"  notes  GofT.  He  says 
that,  beginning  in  1994,  Destec  will 
bring  600  megawatts  of  power  on  line 
per  year,  the  equivalent  of  buikiing  a 
new  nuclear  power  plant  every'  r\vo 
years.  Last  year,  he  notes,  Destec 
closed  on  projects  worth  1 ,000  mega- 
watts. Earnings  from  Destec's  new 
business,  he  points  out,  ha\'e  been 
growing  at  better  than  60%  a  vear, 
although  from  a  small  base. 

Still,  Goff  has  just  a  few  years  to 
replace  85%  of  Destec's  profits.  He  is 
counting  on  having  the  wind  in  liis 
sails  for  all  of  that  time.  ■■ 


By  Suzanne  Oliver 

In  its  two  incarnations  as  a  public 
company,  Gtech  Holdings  hasn't 
done  badly  by  its  public  investors.  But 
it  has  done  even  better  by  its  in- 
siders.The  first  time  around  the  build- 
er and  operator  of  computer  and 
communication  systems  for  lotteries 
went  public  in  1983  at  13Vi.  Seven 
years  later  it  went  private  at  16%. 
Public  shareholders  got  a  very  modest 
return  on  their  money. 

Gtech  prospered.  Its  sales  rose  from 
$190  million  to  $500  million  be- 
tween the  time  it  went  private  and  last 
year.  Today  its  equipment  runs  70%  of 
the  world's  lotteries. 

With  this  impressive  record,  Gtech 
went  public  again  last  year,  offering 
shares  in  July.  Investors  who  got  in  at 
the  ofTering  price  of  17  have  done 
well;  the  stock  is  now  32 Vs.  Not  so 
lucky  were  those  who  bought  into  a 
second  offering  in  December  at  37. 

As  against  these  modest  gains  for 
the  public,  the  insiders  have  made  out 
like  bandits.  They  did  so  perfectly 
legally,  just  because  they  have  a  better 
eye  for  value  than  the  in\'esting  pub- 
lic, which  tends  to  take  an  extremely 
short  range  view  of  things. 

Guy  Snowden,  47,  and  Victor 
Markowicz,  48,  founded  Gtech  13 
years  ago.  They  have  run  it  with  bril- 
liant success.  They  perceived,  correct- 
ly, that  the  state  lotteries  then  con- 
fined to  14  states  would  someday 
inspire  copycat  operations  in  a  lot  of 
other  states.  Gtech  now  runs  tlie  back 
room  for  26  of  the  36  state  lotteries 


and  for  35  lotteries  abroad. 

They  have  been  equally  adept 
playing  the  stock  market  lotten,'. 

The  pair  took  their  young  compa 
public,  with  exquisite  timing,  in  Ji 
1983.  The  market  for  new  issues  v 
hot,  and  technology  stocks  were  h< 
test  of  all.  1 

Seven  years  later  Snowden  ai 
Markowicz  bought  back  the  compa 
in  a  leveraged  buyout  at  what  look 
like  a  generous  price  but  was  in  fac 
considerable  bargain.  Let's  look  mc 
closely  at  the  numbers,  the  way 
merger  dealmaker  looks  at  them. 

In  a  corporate  acquisition,  wl 
matters  is  not  the  price/earnings  ra 
but  a  slightly  different  statistic,  whi» 
for  want  of  a  better  term,  we  will  t 
total  price/total  earnings. 

To  get  this  number  you  calcul; 
the  total  price  of  a  deal  as  the  marl 
\'alue  of  the  shares  outstanding,  p 
debt  to  be  assumed,  minus  any  exc 
cash.  Think  of  it  this  way:  If  )'ou  bu 
house  by  writing  out  a  check  : 
$100,000  and  assuming  a  $150,0 
mortgage,  and  if  there's  $30,000 
the  kitchen  table  that's  yours  as  soi 
as  you  get  the  keys,  then  you  ha 
effectivelv  bought  some  real  estate  l 
$220,000.  Naive  investors  tend 
focus  on  just  the  share  price — t 
equivalent  of  the  $100,000  figure  1 
the  house. 

Effective  with  the  first  public  off" 
ing,  the  total  price  on  Gtech — marl 
value  of  common,  plus  debt,  li 
cash — was  $111  million.  Next,  lo 
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But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 
revenues? 

How's  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  systenn  that  lets 


Mr  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 
as  sophisticated  as  a  telephone- 


to-computer  link.  Or  as  simple  as 


a  creative  way  to  use  voicemail 


In  the  end,  you  get  a  phone 


system  that  works  harder  And  a 


Dital  Financial  Services. 


Their  revenues  are  tied 


agents  handle  nearly  four  times  as 


many  calls  a  day 


fectly  to  the  efficiency  of  their         As  a  result 
)ne  system.  But  with  a  merely        they  were 
linary  phone 
lem  and 


business 


that  works  more  efficiently 


Call  us  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


idious 


and  painful  ordeal. 


They  knew  there  had  to  be  a 


too  shabby  —  for 
a  phone  system. 
You  see,  at 


ROLM  is  part  of  the  Siemens 
family.  The  world's  largest 
private  communication 
systems  manufacturer,  serving 
you  in  over  132  countnes 
around  the  world. 
Talk  about  big  families. 


highlighting  a  number 
of  impressive  ROLM 


success  stories. 


Of  course,  you 


will  be  even  more 


impressed  when  you 


see  what  we'll  do 


ter  way  So  they  called  ROLM.        ROLM,  we  insist  on  learning 


for  your  business. 


And  we  did  something 

I 

ferent.  We  asked  questions. 
!  observed  their  business.  And       what  time?  What  happens  if 


every  last  detail  about  your 
business.  Who  calls  whom  at 


A  Siemens  Company 


©1993  ROLM, 


From 


TTTTI 


I  Hyundai  continues  its  commitment  to  advanced  technologies 
innovations.  In  1992,  we  introduced  the  next  generation  I 
DRAM  chips,  firmly  establishing  ourselves  as  a  new  force  in  electronics. 

Hyundai's  Excel,  Sonata  and  Elantra  have  gained  fame  in  the  world's ; 
markets  since  1986,  setting  the  stage  for  the  introduction  of  the  HCD-2  spi 

car  in  1993.  This  truly  unique  coupe-^ 
sports  car  embodies  Hyundai  Motor's  v 
in  performance  and  aesthetics. 

Hyundai  is  also  focusing  its  R&D 
endeavors  on  environmentally  sound  tech- 
nologies. As  a  result,  we've  developed  the 
magnetic  levitation  train  free  of  noise  and 
air  pollution,  a  revolution  in  mass  transit  systems  of  the  future 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMICA 


Hyundai's  expertise  in  turn-key  base  engi- 
neering and  construction  projects  world- 
I  wide  has  earned  us  more  than  US$24  billion 
in  overseas  contracts.  Some  of  our  projects 
I  been  completed  even  in  the  most  difficult  environmental  conditions,  from 
)ria  to  the  South  Pok 

Hyundai,  as  a  leader  in  the  world's  shipbuilding  industry,  has  delivered  over 
vessels  including  some  of  the  world's  largest  supertankers. 
I  recently  launched  Moss-type  LNG  carrier 
)sult  of  our  leading-edge  technologies 
innovative  designs. 

I  From  chips  to  ships. . . 

ndai.  Making  life  better  through  quality  and  innovation. 


HYUNDAI 

Building  a  better  future  for  everyone. 


PORTATION.  Find  out  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.O.  Box  92,  Seoul,  Korea.  Tel (82-2)746-1873,  Fax(82-2)74l-2}4l. 


Lotteries 


at  the  total  earnings  of  the  business, 
not  just  the  earnings  assigned  to  the 
common  shareholders.  The  lottefy 
business  was  then  generating  operat- 
ing income  (earnings  before  deprecia- 
tion, interest  and  taxes)  ot  $1 1 .7  mil- 
lion. So  the  total  I'/l-  on  the  company 
was  a  handsome  9.5. 

Gtech  then  went  into  a  growth 
phase,  which  made  the  business  far 
more  valuable  but  made  the  stock 
unattractive  because  of  the  temporary 
but  unsettling  etiect  of  growth  on 
reported  earnings  per  share. 

Although  Gtech  enjoyed  an  explo- 
sion in  revenues,  the  company's  base 
of  mature  lottery  service  contracts 
wasn't  big  enough  to  absorb  the 
weight  of  the  new  ones,  which  tempo- 
rarily depressed  earnings.  Nor  were 
domestic  revenues  large  enough  to 


balance  Gtech's  international  prod- 
uct sales,  which  came  in  ver\'  large, 
but  erratic,  lumps. 

After  an  early  love  affair.  Wall 
Streeters  soured  on  the  stock.  It  sank 
to  8.  In  came  leveraged  buyout  deal- 
makers  from  Donaldson,  Lutkin  & 
Jenrette,  who  were  happy  to  take  the 
public  shareholders  out  of  their  mis- 
er)' by  offering  a  nice  premium. 

The-  investment  bankers  could  see 
value  where  the  investing  public 
couldn't.  Says  Lawrence  Schloss,  a 
1)1. J  managing  director,  "We  were 
convinced  that  Gtech  wasn't  a  gam- 
bling company.  It  was  really  a  collec- 
tion of  contracts  with  various  states 
and  was  very  financeable." 

One  thing  that  the  financiers  could 
see  but  that  the  public  shareholders 
apparently  didn't  was  that  Gtech's 


Guy  Snowden,  chief  executive  and  cofounder  of  Gtech  Holdings 
He  made  a  good  gamble — on  his  own  stock. 


contracts  became  more  profits 
with  age.  Gtech's  costs  tend  to 
fairlv  constant  over  the  life  of  a  c 
tract,  while  the  revenues,  peggec 
the  lotter}''s  sales,  run  below  C( 
when  a  new  lottery  is  introduced 
well  above  costs  as  the  lottery  i 
tures.  Contracts  are  usually  for 
years,  with  five  annual  renewals  at 
option  of  Gtech's  customer.  Gt 
had  never  been  denied  a  rene' 
That  meant  it  had  at  least  eight  ^ 
profitable  years  per  contract. 

The  insiders  and  dealmakers 
the  bargain.  They  ended  up  owr 
the  company  at  a  total  price  of  $ 
million,  only  7  times  operating 
come.  Of  course,  the  public  sh 
holders  thought  they  had  a  barg 
too:  32  times  earnings. 

Time  passed,  and  lottery  stocks 
came  hot  again,  as  did  the  new  is; 
market.  Gtech's  contracts  matu 
pushing  more  re\enue  onto  the  1 
tom  line.  Time  to  go  public  ag 
Gtech  and  its  inside  shareholders ; 
to  the  public  9.8  million  shares  in 
1992  at  17.  In  December  insiders; 
an  additional  9.2  million  shares  at 
Snowden  and  Markowicz  each  p( 
eted  $32  million  in  cash.  Snow 
and  Markowicz  between  them 
hold  shares  worth  $94  million, 
has  taken  out  $294  million  and  ret 
33%  of  the  company,  worth  $ 
million. 

The  stock  market  is  getting  e 
again.  Gtech  has  fallen  30%  fron 
Ianuar\'  high  of  45%  amid  litiga 
and  controversy  surrounding  lot 
bids  and  awards  in  California,  M 
land  and  New  York.  The  bad  n 
seems  to  be  over.  After  a  Califo 
investigation  uncovered  no  wrc 
doing,  Gtech  was  awarded  the 
lotter)'  contract  there.  The  comf 
also  recently  won  the  bid  for  G 
gia's  new  lotterv'  system. 

At  the  company's  Providence, 
headquarters,  Gtech  is  preparing  a 
for  the  Nebraska  lottery'  and  ass 
bling  a  consortium  to  bid  for  G 
Britain's  lottery'. 

It  will  be  interesting  to  see  v 
happens  next.  Will  the  public  sink 
stock  again  if  reported  earnings  di 
point?  If  Wall  Street  underestim 
Gtech  once  again,  don't  be  surpr 
if  Snowden  and  Markowicz  com( 
with  another  attractive  going-pri 
offer. 
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Merrill  Lynch 

Gerald  C.  Schreck  Private  Client  Group  -^V^ 


Financial  Consultant 


Atlanta  Peachtree  Center  "^^^ 
Atlanta,  OA  30303  ^ 
1-800-637-7455 


\ 
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MARK  FREDERICKS 
ARCHITECT 

RESIDENTIAL.  COMMERCIAL.  INDUSTRIAL 
ATLANTA,  GA  30303 
PHONE  (404)  555-3152 


Financial  Planning. 

Through  our  Financial  Foundation®  Service,  your  Merrill  Lynch  Financial 
Consultant  can  work  with  you  to  see  where  you  are,  where  you're  going  and  what  you 
need  to  do  to  get  there.  Because  we  believe  you  should  have  a  plan  before  you  start  investing. 
Does  your  brokerage  hrni  think  like  that?  For  a  brochure  on  how 
we  can  make  a  difference,  call  1-800-637-7455,  ext.  FC. 

The  difference  is  Merrill  Lynch. 


•9J  Mernil  Lynch,  Pierce,  Fenner  8e  Smith  Inc.  Member  SIPC. 


Merrill  Lynch 


EDITED  BY  JOSHUA  LEVINE 


Cognac  is  the  perfect  after-dinner  drink. 
Which  is  part  of  its  problem. 

^  Wre  at 
the  wrong  end 
of  the  meal'^ 


Patrick  Quien,  the 
international  spokes- 
man for  Remy  Martin, 
cradles  a  snifter  of 
Remy's  Louis  XIII 
$I,060-a-botde,  50- 
year-old  blended  co- 
gnac about  4  inches 
from  his  robust  nose 
and  squints  hard. 

"It  is  a  fireworks 
display  of  nuances," 
gushes  Quien.  "Vanil- 
la ..  .  lavender  ...  ci- 
gar box,"  he  enumer- 
ates the  dozens  of  aro- 
mas that  he  detects 
wafting  from  the  glass. 

It's  an  impressive 
display,  so  much  so 
that  a  visitor  couki 
swear — Mon  Dieu! — 
damned  if  you  can't 
smell  that  cigar  box. 
This  is  the  mystique  of 
one  of  France's  noblest 
digestifs  at  its  mvsti- 
quiest.  Which  is  Rem\' 
Martin's  heritage  anci 
pride — and  its  problem.  As  Patricia 
Reddin,  marketing  vice  president  at 
Remy  Amerique,  its  U.S.  distribution 
subsidiaiy,  says,  "Our  mystique  is  also 
our  baggage." 

Cognac  is  stuck  in  something  of  a 
rut.  The  numbers  show  it.  Cognac 
makers  sold  some  1 .8.S  million  9-liter 
cases  in  North  America  last  year, 
worth  about  $500  million  at  retail, 
according  to  Impact  newsletter.  In 
volume  terms  this  was  down  28% 
from  a  bad  1991,  when  cognac  sales 
dropped  15%.  Sales  during  the  late 


Remy's  $30-a-bottle  cognac 
Out  of  the  drawing  room. 


Eighties  were  flat. 
What's  wrong? 
Prized  for  slow  sip- 
ping after  dinner,  pref- 
erably by  a  roaring  fire 
with  a  trusty  Labrador 
retriever  at  one's  feet, 
cognac  doesn't  fit  the 
way  many  people  live 
anymore.  To  younger 
drinkers,  there's  some- 
thing musty  and  rar- 
efied about  its  image. 
And  with  alcohol  con- 
sumption generally  on 
the  decline,  an  after- 
dinner  drink  is  often 
considered  the  eve- 
ning's most  expend- 
able shot. 

"In  hard  economic 
terms,  we're  at  the 
wrong  end  of  the 
meal,"  says  Christo- 
pher Hancock,  Remy 
Martin's  deput\'  gener- 
al manager. 

Of  the  big  four  co- 
gnac marketers,  Remy 
comes  in  last,  with  about  1 3%  of  the 
market.  Hennessy  leads  the  U.S.  mar- 
ket with  a  39%  share,  followed  by 
Courvoisier  and  Martell.  But  Remy's 
volume  numbers  alone  are  mislead- 
ing. Unlike  its  competitors,  it  sells 
mostly  older,  more  expensive  cognacs 
graded  vsop  ("very  superior  old 
pale")  or  better,  which  account  for 
less  than  20%  of  the  market  here.  But 
in  that  $30-a-botrie-and-up  niche, 
Remy  dominates  with  70%.  Its  U.S. 
sales  were  up  5%  last  year;  worldwide 
it  earned  about  $125  million  on  co- 


gnac sales  of  some  $487  million. 

So,  while  Remy  is  harclly  snivelii 
in  its  snifter,  management  figures 
has  to  freshen  up  the  Remy  image.  ( 
as  Reddin  puts  it,  "We  have  to  ta 
Remy  out  of  the  drawing  room." 

Remy  admits  this  is  a  delicate  pro 
osition.  In  1950  Andre  Heriard  D 
breuil,  now  chairman  of  parent  Rer 
Cointreau  Group  and  patriarch  of  t 
family  that  controls   51%  of 
group's  stock,  pushed  through 
idea  that  Remy  should  sell  only 
called    fine    Champagne  cogna 
These  are  cognacs  made  from  gra[ 
grown  only  in  the  two  small  regions 
the  heart  of  cognac  country — Pet 
and  Grande  Champagne. 

How,  then,  will  Remy  convin 
cognac  drinkers  it's  okay  to  pc 
Remy  over  ice  before  dinner,  or  tak 
bottle  to  a  tailgate  parr\'?  More  gem 
ally:  How  do  you  broaden  the  brai 
without  destroying  the  elite  ima 
that  is  the  soul  of  your  busine 
Reddin  is  aware  of  the  danger, 
we're  too  timid,  we  risk  leaving  Rei 
as  a  relic,"  she  says.  "But  too  aggr 
sive,  we  go  over  the  edge  of  a  cliff. 

Remy  has  started  telling  bartend 
that  they  can  discreetly  suggest 
Remy  over  ice.  Which  is  the 
Madame  Dominique  Heriard 
breuil,  Andre's  daughter  and  head 
the  cognac  division,  likes  to  drink 
It's  also  the  way  die  Chinese  tra 
tionaily  drink  it,  and  they  drink  m* 
of  it  than  anv  other  group  in  the  wo 
(Forbes,  Mar.  18,  1991). 

Remy  also  has  hired  a  new  ad  agi 
cy,  the  Martin  Agency,  to  give 
brand  a  more  modern  look — read: 
more  fireplaces,  and  can  the  Lab 
ciors.  The  results  should  appear  a  \ 
from  now,  although  Jacky  Paqi 
Remy's  international  developm 
director,  says  changing  cognac's 
age  could  take  "at  least  ten  years.' 

Richard  Druce,  Remy  Martin's 
rector  of  marketing  and  sales  for 
Americas,  is  more  optimistic.  Dr 
thinks  the  timing  is  right  to  m 
Remy  a  drink  that's  both  elite  and  1 
Even  at  $30  a  bottle,  at  a  time  wl 
you're  supposed  to  give  to  the  hoi 
less.^  "I  think  there's  going  to  b 
backlash  to  the  early  Nineties,"  ; 
Druce.  "Men  are  going  to  start 
ing,  'No,  I  don't  want  to  cr\'  am'mc 
and  if  you  don't  like  my  Porsche, ; 
can  get  stuffed.'  "  -J.L. 
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T  X' 

An  Investment  In  Knowledge 
Pays  The  Best  Interest. 


Benjamin  Franklin  understood  the  timeless  value 
of  an  education.  What  he  might  not  have  predicted 
are  today's  spiraling  college  costs. 

While  your  children  are  making  it  through  grade 
school  and  high  school,  you  have  to  think  about 
college.  Franklin  can  help. 


The  Franklin  College  Costs  Planner  offers  useful 
information  on  preparing  now  for  future  educa- 
tion expenses  and  avoiding  the  tax  crunch  along 
the  way.  * 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  1455 


t  Investing  in  a  Franklin  fund  does  not  guarantee  that  college  costs  will  be  met. 


Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Name 


Yes!  I  would  like  a  free  copy  of  the  Franklin  College 
Costs  Planner  and  a  prospectus  containing  more 
complete  information,  including  charges  and 
expenses,  on  the  fund(s)  checked  below.  I  will  read 
the  prospectus(es)  carefully  before  I  invest 
or  send  money. 

 Franklin  U.S.  Covemment  Securities  Fund 

 Franklin  Federal  Tax-Free  Income  Fund 

 Franklin  Rising  Dividends  Fund 

 Franklin  Income  Fund 

 Franklin  Growth  Fund 

 Franklin  Money  Fund 


Address 


City/State/Zip 


Daytime  Phone 


FOB93 
1455 


MEMBER   $98   BILLION   FRANKLIN/TEMPLETON  GROUP 


MARKETING 


Marketers  are  trying  a  slick  new  way  to  win  over  jaded 
consumers:  pretending  tirey're  not  so  slick. 


Ugly  chic 


By  Damon  Darlin 

l¥  NoiniNt;  i;i  SI-.,  ad\ci  tising  is  partly 
the  art  of  dressing  up  the  ordinaiy  to 
appear  extraordinary.  So  what  to 
make  of  this  reeent  eommercial  for 
Converse  sneakers?  An  ugly  kid — the 
term  may  be  politically  incorrect  but 
there  is  really  no  other  way 
to  describe  him — hawks 
Converse  shoes  by  extol- 
ling "the  grow  ing  sense  of 
strength  in  our  collective 
ugliness. Jerky  camera 
shots  of  grungy  teens  are 
interspersed  with  shots  of 
beat- up  Con\'erse  C^huck 
Taylor  All  Star  sneakers. 
The  theme  is:  ''We  don't 
want  to  live  in  a  beer  com- 
mercial." The  ad  cost  little 
more  than  $50,000  to 
make,  cheap  in  a  business 
where  commercials  can 
cost  millions. 

Ugly  sells?  It  must.  Take 
the  new  rock  band  Green 
Jelly.  Its  motto  is  "Green 
Jelly  Sucks,"  and  it  positions  itself  as 
"a  band  with  no  talent."  The  descrip- 
tion may  strike  rock-haters  as  accu- 
rate, but  accuracy  isn't  what  it  is 
about.  Green  Jelly  is  qtiite  good,  if 
you  like  heavy  metal,  and  the  music  is 
selling.  Green  Jelly's  "Cereal  KJller" 
video  album  hit  number  1  on  Bill- 
board s  Music  Video  chart,  while  its 
"Three  Little  Pigs"  single  peaked  at 
17  on  the  Hot  100  Singles  chart. 

Call  it  ostentatious  self-depreca- 
tion, there's  a  new  mocie  of  selling 
abroad  in  the  land.  It  may  ne\er  re- 
place prett}'  girls  or  muscular  male 
models,  but  it  is  a  way  to  get  atten- 
tion. It's  also  a  way  of  recognizing 
that  consumers  are  sick  of  hype  and 
appreciate  a  little  understatement  for 
a  change. 

The  style  works  best  for  products 
geared  to  buyers  between  18  and  28 
years  of  age — the  so-called  Genera- 
tion X.  Ad\ertising  deep-think  types 


theorize  that  these  yoimgsters  resent 
the  material  success  of  their  baby 
boom  elders  and  can  empathize  with 
grunge  and  failure. 

Youth  being  the  unstoppable  cul 
tural  entz,ine  it  is,  the  nev\-  downbeat 


Ads  for  Converse  and  Drambuie 
Underselling  sells. 


style  is  starting  to  filter  into  ads  din 
ed  at  an  older  audience  as  well.  Hy 
dai  Motor  ilo.  quickly  dumped 
phrase  "World-Class  Value,"  whic 
realized  wasn't  honest  and  there! 
v\asn't  believed.  It  switched  to 
dirgelike  theme,  "C^ars  n 
make  sense."  This  is  Mj 
son  Avenue?  "It  sounds 
we    are  underpromisi 
And  we  are,"  says  Jos< 
C^orey,  Hyundai's  natic 
advertising  manager.  | 
Ads  for  ()ral-B  toe 
brushes  say,  "You  can  bi 
fancier  toothbrush. 
\'ou  can't  find  a  more  ef 
tive  one."  Instead  of  a  f 
en-haired    model,  "S« 
feld"  comedienne 
Louis-Dreyfus,  with 
rtmaway  Chelsea  Clini 
hair,   represents  Nice 
Has\'  hair  coloring  in  TV 
Hiram  Walker  &  Sc 
the  distributor  of  Dr; 
buie  liqueur,  in  its  new  ads  for 
honey- laced  drink  show  two  rai 
ordinan'-looking  \aippies  pushin; 
bab\'  in  a  stroller,  their  eyes  blacked 
to  protect  their  identities.  In  uni; 
the\'  shout:  "Oh  No!  We're  becon 
our  parents!" 

But  making  fun  of  hoped-for  « 
tomers  still  strikes  many  marketen 
risk\'.  "We  are  still  somewhat  uncc 
fortable  with  the  ad,"  admits  W. 
Marcon,  senior  brand  manager 
the  liqueur.  "It  is  ver\'  radical  stiift 
Drambuie." 

Expect  to  see  more  of  this  kirn 
put-down  of  product  and  target  ai 
ence.  In  an  age  of  hype,  self-depi 
tion  attracts  attention.  Says  Grec 
Taubeneck,  the  group  creati\'e  di 
tor  for  Leo  Btirnett  advertising  at 
cy:  "You  have  to  pla}'  to  a  higher  1 
of  sophistication.  Americans  ki 
television  the  way  the  French  ki 
food."  '  I 
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Believe  It  Or  Not,There  Are 
Business  People  Experiencing 
The  Same  Kind  Of  Peace. 


Tkese  Jays  you  kave  enougk  to  worry  akout  witkout  adding  office  furniture  to  tiie  kst.  But  witk  just 
quick  pkone  call,  our  trained  consultants  can  give  your  kusiness  tke  look  of  success  it  deserves 


COKT 

FURNITURE  RENTAL 


You  Handle  Tke  Business.  We  11  Handle  Tke  Furniture™ 
Call  today  for  the  Cort  Showroom  near  you;  1-800-Q62-CORT.  Over  75  home  and  office  showrooms  from  coast  to  coast. 

In  Houston,  operutej  as  finger  Furniture  Hentai  anj  in  New  Orleans,  operated  as  Vi^einer-Corl  furniture  Rental. 


Even  as  a  young  man,  Chip  Mason  preferred  value  stocks  to  hot  stocks. 
On  that  consistent  philosophy  and  a  corresponding  business  strategy, 
he  has  built  Legg  Mason  into  a  model  of  stability  in  a  volatile  industry. 


Bucking 
the  trends 


By  Fleming  Meeks 

The  SCENE:  an  early-season  game  be- 
tween the  Boston  Red  Sox  and  the 
Baltimcire  Orioles  at  Baltimore's 
Camden  Yards.  Scooting  up  to  the 
edge  of  his  seat,  lli\ymond  (Chip) 
Mason  admires  Mike  Mussina,  the 
Oriole's  starting  pitcher:  "He's  25 
years  old,  but  he  pitches  like  he's 
much  older.  He  pitches  like  he's  30." 

Chip  Mason  is  56  now  and  chair- 
man of  Legg  Mason,  Inc.,  the  Balti- 
more-based brokerage  firm.  But 
when  Mason  was  25,  you  could  ha\'e 
said  about  him,  too:  He  pitches  like  a 
man  of  30. 

In  1962  Chip  Mason  quit  his  un- 
cle's small  Lynchburg,  Va.  brokerage 
firm  and  started  a  firm  of  his  own — 
Mason  &  Co. — in  Newport  News.  In 
those  days  cold  calling  was  done  face 
to  face,  not  on  the  telephone.  Work- 
ing the  Tidewater  region  of  Virginia 
for  his  uncle,  young  Mason  delivered 
his  pitches  for  stocks  so  well  that  a 
group  of  investors  in  Newport  News 


offered  to  back  him  with  $200,000  to 
start  a  firm  of  his  own. 

One  of  Mason's  first  moves  was  to 
call  James  Brinkley,  a  classmate  at  the 
College  of  William  and  Man,'  who  was 
working  nearby  in  Richmond.  Brink- 
ley,  who  heads  up  Legg  Mason's  bro- 
kerage operations,  hired  on  as  Ma- 
son's first  employee.  Thirty-one  years 
later,  he  still  works  at  the  desk  next  to 
Mason's  in  an  open  office  with  other 
senior  executives. 

Recalls  Brinkley:  "We'd  taken  a 
class  together  in  investments  in  our 
junior  year.  Ben  Graham's  Security 
Analysis  wdiS  our  textbook."  So  while 
other  young  brokers  knew  only  of 
growth  stocks  and  new  issues,  which 
were  all  the  fad.  Mason  came  to  the 
business  with  a  solid  grounding  in 
fundamentals. 

B\'  1970,  when  Mason  &  Co.  had 
grown  to  6  offices  with  60  brokers,  it 
merged  with  Legg  &  Co.,  a  well- 
capitalized  old-line  Baltimore  firm 


Legg  Mason  &  Co. 
Chairman 
Chip  Mason 
at  Baltimore's 
Camden  Yards 
"We  have 
purposely  tried 
to  avoid 
meaningful 
risk." 


whose  partners  were  growing 
This  put  Legg  Mason  in  the  inst 
tional  brokerage  business.  More 
pfirtant,  Legg  brought  an  unswcn' 
focus  on  value-oriented  stocks,  wl 
Mason  embraced  The  timing  was 
right,  because  in  the  early  and  n 
1970s  growth  stocks  collapsed 
value  came  into  its  own  again.  | 

Legg  Mason  now  has  870  bro 
in  83  offices  in  the  Middle  Atla 
and  southern  states.  So  far  as  sia 
concerned,  you  can't  even  mem 
Legg  Mason  in  the  same  breatl 
Merrill  Lynch,  whose  profits  last ; 
were  nearly  three  times  Legg  Maso 
$336  million  in  revenues.  But  i 
volatile  industry  Legg  Mason 
veritable  model  of  stability. 

One  reason  for  the  firm's  g 
success  is  that  it  doesn't  tr\'  to 
e\en'thing.  In  an  era  when  in\' 
ment  firms  prosper  by  trading 
their  own  accounts,  Legg  Mason 
Rises  to  put  its  capital  at  risk;  its  del 
36%  of  capital,  compared  with  Me 
Lynches  68%.  Attracting  investor 
conservative  as  the  firm  itself,  L 
Mason  goes  light  on  initial  pu 
offerings,  undenvriting  just  six 
year — onl\'  bank  and  real  estate 
vestment  trusts.  Its  well-heeled  < 
tomers  don't  like  paying  any  mor 
taxes  than  they  have  to:  The  fir 
main  unders\Titing  focus  is  on  mu 
ipal  financing.  Last  year  the  comp 
underwrote  263  municipal  bond 
ferings,  totaling  $11.7  billion. 

Asset  management  is  \'er\'  much 
Legg  Mason's  agenda.  In  1982 
firm  started  the  first  brokerage-sp 
sored  fund  with  no  front-end  or  b: 
end  sales  load,  the  Legg  Mason  V; 
Tmst.  The  company  nov\'  runs 
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NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR 
LAN  •  GUERNSEY  •  BEIRUT  •  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINGAPORE  •  HONG  KONG 
TAIPEI  'JAKARTA  •  BEIJING  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIACiO  •  MEXICO  CITY  •  CARACAS  •  RIO  DE  lANEIRO 


i  x  i^^  Mason 

funds  and  owns  Western  Asset  Man- 
agement Co.,  which  manages  nearly 
$9  billion  of  fixed  income  portfolios. 
Last  year  money-management  relat- 
ed fees  brought  in  16%  of  Legg  Ma- 
son's revenues,  exceeding  even  Mer- 
rill Lynch's  1 1%. 

After  more  than  30  years  in  the 
brokerage  business,  (Ihip  Mason 
doesn't  have  to  be  reminded  that  the 
business  can  drop  as  ciuickly  as  it  can 
rise.  That's  why  he  loves  those  nice, 
steady  asset-management  fees.  He 
wants  more  of  them.  His  firm  has 
begun  managing  assets  for  small  and 
midsize  bank  trust  departments.  Tak- 
ing advantage  of  the  real  estate  slump, 
Legg  Mason  has  acc]uired  on  the 
cheap  several  firms  that  service  com- 
mercial mt)rtgages — yet  another 
steady,  fee-based  business.  Today 
Legg  Mason's  $11  billion  senicing 
portfolio  is  the  largest  in  the  industry. 

With  its  superconservative  balance 
sheet  and  avoidance  of  trading  for  its 
own  account,  Legg  Mason  can't 
match  its  big  Wall  Street  rivals  in 
profitability  in  a  boom  year.  Last  year, 
for  example,  it  earned  19%  on  its  net 
worth,  as  compared  with  Merrill 
Lynch's  21%  and  C>harles  Schwab's 
31%.  But  Legg  Mason's  profits  have 
been  far  less  volatile  and  its  revenue 
growth  steadier  than  most. 

There's  something  stubbornly 
consistent  about  C]hip  Mason — wit- 
ness his  long-ago  and  continuing  em 
brace  of  value  stocks  even  when  no 
body  wanted  them.  Witness  his  un- 
fashionable dislike  of  leverage.  These 
things  show  in  the  way  he  runs  his 
business.  As  he  puts  it:  "We  have 
purposely  tried  to  avoid  meaningful 
risk.  And  as  the  industr\'  has  gotten 
riskier,  we've  tended  to  go  the  other 
way."  Change  this  strategy?  Never. 

"The  way  you  get  hurt,"  he  adds, 
"is  jumping  to  both  sides.  You  tend  to 
hit  the  waves  at  the  wrong  time." 

Right  now  some  of  his  big  rivals  on 
Wall  Street  are  riding  the  waves  quite 
nicely,  minting  money  by  trading  for 
their  own  accounts  and  chasing  other 
fads.  Pondering  their  antics.  Chip 
Mason  muses  about  the  importance 
of  having  a  basic  strategy  and  sticking 
to  it:  "In  time  if  we  go  through 
another  market  cycle  like  this  last  one 
and  perform  much  better  than  the 
industry,  then  I  may  be  able  to  get 
that  point  across."  WM 


Out  of  the  crisis  in  Michigan's  school  funding, 
a  chance  has  emerged  for  badly  needed 
educational  reform. 

Bonfire 
in  Lansing 


By  Rita  Koselka 

Human  bkings,  inclined  as  most  are 
toward  procrastination,  immediate 
gratification  and  erratic  self-disci- 
pline, often  fall  back  on  the  strateg)'  of 
imposing  deadlines  on  themselves. 
Cortes,  for  example,  burned  his  ships 
upon  facing  Mexico's  Indians.  Since 
retreat  was  not  an  option,  his  troops 
had  no  choice  but  to  go  forward. 

Thit  smoke  coming  from  a  mitten- 
shaped  landmass  in  the  center  of  the 
U.S.  is  Michigan's  Republican  Gover- 
nor John  Engler  and  legislators  of 
both  parties  burning  the  state's  ships. 

"We've  been  trying  to  do  some- 
thing about  property-  taxes  and  school 
reform  for  two  decades,"  declares 
Governor  Engler.  "It  was  time  to  do 
something  drastic."  Knowing  full 
well  that  the  badly  needed  reform  of 
Michigan's  public  schools  would  nev- 
er happen  if  the  politicians  were  per- 
mitted to  avoid  hard  decisions,  Engler 


and  the  legislature  deliberately 
themselves  with  no  option  bu 
make  them.  Last  month  Er 
signed  into  law  a  bill  elimina 
those  Michigan  property'  taxes 
marked  for  schools.  There  went  al 
two-thirds  of  all  the  state's  pi 
education  money. 

Engler,  in  particular,  thus  hop( 
end  the  charade  in  which,  every  ] 
the  state  in  effect  hands  o\er  \ 
sums  of  money  to  the  National  I 
cation  Association  union  and  its 
rcauciatic  allies  to  dispense  at  I 
will  and  convenience. 

Engler,  an  upset  Republican  vi 
in  the  1990  gubernatorial  electio 
determined  to  go  with  a  "Pron 
Made,  Promises  Kept"  campaign 
gan  as  he  seeks  reelection  next  ] 
The  only  problem:  Until  rece 
despite  repeated  attempts,  he  had 
delivered  on  one  of  his  major  c 

Michigan 
State  Senator 
Debbie  Stabeno' 
Lighting  the 
match  at  the 
schoolhouse 
door. 
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-l(f'r\Your  perceptibn 
of  Nabarrja  ivUz  true 

W\s  ttrc4  be  the  way 

^\)r  Ads  i^/ol;/d  i)e 


Cummings  Research 
Parkin  Hunlsrille  is  not 
onlvor)e  of  the  nations 
oldest  R&D  facilities,  it  s 
afso  one  of  the  largest  In 
addition.  Site  Selection 
magazine  consistently 
ranks  it  among  ^e  top 
ten  fiarks  in  the  world. 


It  s  a  sad  fact.  But  some  people  still  think  Alabama  s  a  backwoods 
place  full  of  uncultured,  uneducated  hillbillies  who  can  t  even  use 
words  like  uncultured.  Maybe  that  s  why  they  re  surprised  to  find 
out  what  Alabama  really  is  —  a  thriving,  forward-looking  state  that  s 
attracting,  as  well  as  creating,  dynamic  industries.  Sure,  we  have  a 
proud  rural  past  and  an  abundance  of  natural  resources.  That  s  part 
of  our  uniqueness.  But  we  ve  combined  those  attributes  with  a  pro- 
gressive,  high-tecli  business  environment  to  become  an  important 
Southeastern  economic  center.  There  s  more  going  on  in  Alabama 
than  ever  before.  And  we  don  t  want  anyone  to  be  ignorant  of  it. 


So  many  companies 
have  developed  a  pre! 
erence  lor  Mobile  that 
it^nmv  ranked  9th 
nationwide  in  terms  ol 
new  manulacturina 
I  iimpanies 
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It    Isn't     W   li  c  r  e     You     T  li  i  n  L    It  1 


Micliigan 


paign  promises — a  property  tax  cut. 

Michigan  has  had  one  of  the  iiigh- 
est  property  tax  burdens  in  the  coun- 
tiy,  30%  above  the  average.  For  exam- 
ple, a  typical  $100,000  house  in 
Michigan  cost  its  owner  $2,850  in 
propert)'  taxes.  Like  many  states,  it 
uses  the  largest  part  of  those  revenues, 
about  65%,  to  fund  its  public  school 
system.  But  unlike  other  states  that 
top  off  local  property  taxes  with  a 
large  percentage  of  state  funds,  Lan- 
sing provides  only  about  30%  of  pub- 
lic school  funding.  The  main  burden 
rests  scjuarely  on  homeowners. 

This  makes  for  an  extraordinarily 
disparate  spending  level  per  pupil 
across  the  state.  Schools  in  suburban 
Detroit's  wealthy  Birmingham  school 
district  spent  $9,400  per  student  last 
year,  while  the  poorer  Kalkaska  dis- 
trict spent  under  $3,800. 

At  the  same  time,  Michigan's  total 
educational  budget  is  one  of  the  larg- 
est in  the  nation.  Anyone  who  still 
thinks  that  throwing  money  at  the 
bureaucracy  and  teachers'  unions  will 
solve  our  educational  deficiencies 
need  only  study  Michigan:  16th  in 
state  spending  on  schools,  39th  in 
students'  sat  scores.  "We  haven't 
been  satisfied  with  the  return  on  our 
investment,"  agrees  Robert  Schiller, 
state  superintendent  of  schools. 

"Every  year  the  local  governments 
try  to  go  back  and  raise  the  local 
propert)'  taxes  to  fund  school  cost 
increases,  and  voters  feel  they  are 
being  held  hostage,"  says  Robert 
Kleine  of  Public  Sector  Consultants,  a 
public  policy  think  tank.  Voters  in  the 
northern  Michigan  cit)'  of  Kalkaska 
voted  no  last  year. 

The  teachers'  union  and  the  educa- 
tional bureaucracy  were  quick  to  pun- 
ish the  cheeky  voters.  They  closed  the 
schools  two  months  early,  in  a  tactic 
clearly  orchestrated  by  the  Michigan 
Education  Association,  the  state's 
powerful  branch  of  die  nea.  (See 
Forbes,  June  7.)  Reject  our  requests 
for  raises,  do  you;  well,  think  twice, 
the  union  told  taxpayers. 

GoN'ernor  Engler  argues  that  Mich- 
igan's high  propert)'  taxes  were  keep- 
ing businesses  from  moving  in,  while 
its  mainstay  auto  industry  continueci 
to  shed  employees.  Yet  his  attempt  to 
cut  the  property'  tax  by  30%  in  a 
referendum  last  year  was  defeatetl  as 
the  teachers'  union  held  the  voters' 


children  hostage  with  threats  of 
school  closings. 

This  June  Engler  campaigned  hard 
for  a  tax  swap:  a  20%  propert}'  tax  cut, 
at  least  partially  offset  by  increasing 
the  state's  sales  tax  from  4%  (one  of 
the  lowest  in  the  country)  to  6%.  The 
statewide  sales  tax  would  replace  most 
of  the  reduced  property  tax  funding 
to  schools  and  ensure  a  minimum 
funding  level  for  every  student. 

Once  again  die  proposal  was  \oted 
down,  primarily  by  voters  in  the  Detroit 
metropolitan  area.  Voters  weren't  con- 


Michigan  Governor  John  Engler 

He  never  saw  a  tax  cut  he  didn't  like. 


\inced  that  swapping  one  tax  for  anoth- 
er would  accomplish  much. 

With  reelection  looming,  Engler 
decided  to  move  fast  to  save  his  cam- 
paign slogan.  The  Republicans — who 
have  a  majorit)'  in  the  Senate  and  an 
even  split  in  the  House — called  for  an 
unusual  night  session  to  propose  a  bill 
to  cut  propert)'  taxes  by  20%  over 
three  years,  with  no  replacement  reve- 
nues for  schools.  This,  it  was  hoped, 
would  both  satisfy  the  antitax  voters 
and  force  the  educational  establish- 
ment to  go  about  adopting  cost-sav- 
ing measures  and  reasonable  reform. 

Senator  Debbie  Stabenow,  a  Dem- 
ocrat from  Lansing  who  plans  to  run 
for  governor,  quickly  struck  back.  At 
her  part)-  caucus  that  same  day,  she 
proposed  that  the  Democrats  offer  an 
amendment  to  cut  out  local  property' 
tax  funding  of  schools  entirelv.  It  was 
a  cynical  but  politicallv  clever  mo\  e. 
"I  knew  that  the  bill  would  pass  if  we 
did  nothing  and  it  would  be  a  debacle 


for  the  schools,"  she  explains  frank 
"If  we  forced  a  Draconian  cut,  we 
and  Engler — would  ha\  e  to  face  up 
completely  reff)rming  the  system.'' 

It  took  the  legislature  just  24  hoi 
to  pass  the  bill  throwing  out  all  schc 
property  taxes.  "The  impossible  h; 
pened,"  says  William  Ballenger.  ofi 
newsletter  Inside  Michijjan  Polit 
"The  Democrats  suggested  a  tax  c 
and  now  the  Republicans  are  tr\'ing 
figure  out  how  to  raise  revenues." 

Thus  the  boats  are  burned  and, 
last,  genuine  educational  reform 
possible.  Engler  strongly  support 
public  school  choice  option,  wh 
the  powerful  Michigan  Education  i 
sociation  is  fighting  tooth  and  n 
Principle  has  little  to  do  with  the  ^ 
position:  Michigan  teachers 
among  the  nation's  highest  paid,  w 
average  salaries  at  $41,000.  Engh 
proposal  for  educational  vouchers, 
giving  parents  choice  as  to  wh 
public  school  their  kids  would  attei 
is  intended  to  enci  the  monop 
power  of  the  unions  and  school  ; 
ministrators  and  undermine  th 
abilit)'  to  stiff  taxpayers. 

Both  sides  now  have  one  \'ear 
come  up  with  a  new  means  of  fund: 
Michigan  education.  It's  not  going 
be  easy.  i 

What  now.^  The  state  constitutj 
requires  a  sales  tax  increase  to  go 
the  electorate — which  rejected  one 
lune.  Engler  says  he  has  ruled  out 
income  tax  increase,  the  last  of  whi 
in  1983,  gave  the  Republicans  coni 
of  the  Senate.  The  governor  and 
entire  legislature  face  the  electoj 
next  year. 

Between  now  and  then  Michij 
will  ha\'e  to  find  some  way  of  rep) 
ing  most  of  the  lost  tax  revenues 
those  genuinely  interested  in  sch 
reform  can  force  concessions  from 
all-powerful  union/bureaucracy  j 
bal  as  a  price  of  new  taxes,  Michigs 
citizens  and  its  children  will  be 
winners.  For  example,  the  Democ; 
badly  want  measures  that  will  § 
poor  districts  more  money  to  equa 
disparities  in  spending.  This  might 
conditioned  on  adoption  of  some : 
of  voucher  system,  giving  poorer  f 
ents  some  of  the  choice  in  pu 
school  selection  that  better-of^  f 
ents  ha\'e.  Will  Michigan  become 
first  state  to  give  its  people  gem 
school  choicer 
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Actually,  weVe  a  bit  of  both. 


Our  core  lelephone  operations  give  us  solid  revenues  and  the  operating  strength  of  a  real  workhorse.  While  our 
'xpansion  into  high  giowth  fields  such  as  cellular  and  infonnation  services  has  helped  us  race  ahead. 

The  resuks:  Forbes  .500  ranking.  A  five-year  total  aiunuil  return  of  25%.  And  32  consecutive  years  of  annual 
ividend  increases. 

VLLTEL  Corporation.  For  more  information,  call  us  at  (501 )  661-8009.  ^^^ILLLfcL 

CORPORATION 

AI.LTEI.  Telephone  •  ALLTEL  Mobile  •  Systeniatics  •  ConipiiK  t  Wnyn:  Inc.  •  ALLTEL  Supply  •  I1W(J 


stocks  too  high?  Bonds  yielding  too  little?  Worried  about 
a  return  of  inflation?  Maybe  you  should  own  some  trees 

Go  hug  a  tree 


By  Ellie  Winninghoff 

If  YOU  AGREE  with  John  Rutledge  (see 
p.  156)  that  the  worldwide  deflation 
in  commodity  prices  is  in  its  last 
stages,  it  is  not  too  soon  to  look  into 
investing  in  U.S.  timberiand. 

Listen  to  Philip  Tedder,  president 
ot  Resource  Economics  Inc.  in  Cor 
vallis.  Ore.:  "We  project  a  supply 
deficit  [in  roundwood]  ofT78  million 
cubic  meters  by  1996.  If  we  freed  up 
[environmental]  restrictions  in  the 
Pacific  Northwest,  the  deficit  would 
[still]  be  157  million  cubic  meters." 

Combine  this  almost-certain-to- 
e\'entuate  shortage  with  a  resumption 
of  inflation,  and  you  have  a  potentially 
lucrative  situation  for  investors.  The 
forest  products  industn'  owns  rough- 


ly 20%  of  the  U.S.  commercial  timber- 
land  supply;  state  and  federal  govern- 
ment agencies  own  65%  in  the  North- 
west but  only  10%  in  the  Southeast. 

That  still  leaves  plenty-  of  acreage 
available  for  investors — especially  in 
the  southeastern  states.  Since  the  ear- 
ly to  mid- Eighties,  some  48  pension 
funds — including  Calpers,  AT&T, 
Northern  States  Power,  Dayton  Hud- 
son, Eastman  Kodak,  GTE  and  the 
states  of  New  Hampshire,  Colorado 
and  PennsyK  ania — have  tiptoed  into 
timberiand.  These  pension  fijnds  al- 
together picked  up  around  2  million 
acres  (a  fraction  of  1%  of  the  U.S. 
commercial  supply),  worth  now  an 
estimated  $2.5  billion. 


What  attracted  these  folks  \ 
some  simple  arithmetic  indicat 
that  investors  can  expect  to  earn  8^ 
after  inflation — in  timberiand.  1 
experts  figure  that  about  two  thi 
of  that  return  will  be  provided 
nature  herself  the  natural  growth 
the  trees.  Then  they  toss  in  ab( 
5% — plus  inflation — for  price 
creases,  owing  to  the  fact  that  demc 
is  growing  faster  than  supply. 

Timberiand  owners,  whatever  tl 
other  frustrations,  can  bless  the  ei 
ronmentalists  for  restricting  availa 
supplies  and  just  about  guarantee 
higher  prices.  But  they  can  also  th; 
the  Japanese  and  other  Pacific  P 
peoples  whose  rising  living  standa 
require  a  lot  of  wood  that  their  o 
countries  can't  supply. 

Why  haven't  timberiand  prices 
en  faster  to  reflect  these  promis 
returns?  Blame  fashion,  in  part. 
\  esting  in  natural  resources  and  cc 
modities  is  kind  of  out  of  fashion 
these  deflationan,-  times.  Also,  m 
pension  people  understand  stocks  i 
bonds.  Trees  are  out  of  their  territc 
"They  don't  understand  it,"  profl 


'"1 


A  forest  near 
Mount  Hood.  Ore 
Premium  value 
old-growth  fore 
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Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  buOding  the  tomorrows  you  dream  of  today 
Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  2. 


irEmPER 


muTuaL  Funos 


J 


Were  Building  Tomorrows  Today " 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  information,  including  management  fees  and 
expenses.  Fund  perfomiance  cannot  be  guaranteed  and  will  fluctuate.  *1993  Kemper  Financial  Services,  Inc.  215640 


Timbcrland 


Tree  farm  in  Mississippi 

Crops  are  profuse  from  Georgia  to  Texas,  environmental  worries  small. 


Ai'land  Bmsven,  vice  president  of  fi- 
nance and  treasurer  at  Nortliern 
States  Power,  who  has  invested  8%  of 
his  company's  $1.2  billion  pension 
fund  in  timbcrland.  "They  don't 
teach  it  in  M.B.A.  school." 

For  those  interested  in  buying  tim- 
bcrland, here  are  a  few  diings  to  keep 
in  mind: 

If  the  land  is  nursing  seedlings  or 
premerchantable  timber,  it  is  general- 
ly valued  at  the  price  of  the  bare  land. 


plus  the  discounted  fiiture  value  of 
the  young  trees.  If  the  timber  is  mer- 
chantable— that  is,  big  enough  to  sell 
as  timber  or  pulpwood — you  can  fig- 
ure on  paying  in  addition  to  the  value 
of  tlie  bare  land  an  amount  equal  to 
about  80%  of  the  value  of  the  mer- 
chantable timber. 

Of  course,  as  trees  grow,  their  \  alue 
grows.  Har\ests  yield  cash  flow.  For- 
est economics  also  dift'ers  substantial- 
Iv  b\  species,  and  prices  for  the  same 


species  can  var\'  as  much  as  20% 
micromarkets  just  100  miles  apart. 

For  example,  when  southern  y 
low  pine  is  han  ested  at  ages  12  to 
(for  pulpwood  and  paper),  it's  wo 
S 1 5  to  S20  per  cord.  At  ages  1 8  to  ^ 
it's  used  for  construction  lumber  a 
two-by-fours  at  S70  per  cord.  Anc 
ages  27  to  35,  when  it  can  bcco 
plywood  and  structural  lumber, 
fetches  SI 25  per  cord. 

Note  the  S-curve:  A  tree  grc 
fastest  physically — and  reaps  its  la 
est  economic  gains — during  its  te( 
age  years.  (After  reaching  maturitv 
continues  growing  both  physic: 
and  in  terms  of  financial  value,  a 
slower  rate.) 

So  how  do  you  translate  this 
annual  financial  returns? 

In  1986  Eric  Oddleifson,  presid 
of  Resource  Investments  Inc. 
Hingham,  Mass.,  which  mana 
timbcrland  for  pension  fimds,  boui 
53,000  acres  in  Mississippi  and  ? 
bama,  paying  S32  million  for  the  h 
alone.  The  tract  included  17,( 
acres  with  merchantable  timber  (a 
35  and  up). 

Oddleifson  projected  he  could  h 
vest  about  3%  of  the  trees  even'  y( 
replacing  the  cut  trees  with  seedlir 
this  rate  of  cutting  could  be  sustaii 
indefinitely  without  reducing  the 
sic  inventor)'  of  timber.  This  har\'( 
ing  would  provide  a  cash  return  on 
investment.  He  plugged  the  numb 
into  his  computer,  forecast  into 
fiature  and  came  up  with  an  estima 
real  return  of  6%  per  year.  Seven  y< 
later,  his  biological  forecasts  are 
target,  but  with  price  increases, 
real  returns  have  been  around  12°/ 

Alter  the  variables,  and  the  : 
returns  change,  too. 

For  example,  change  spec 
Douglas  fir  and  hemlock,  which  gi 
in  the  Northwest,  are  not  merchi 
able  until  they  mature,  at  ages  5E 
70.  (They  are  harx'csted  for  sawk 
pulpwood  and  paper  are  residu.; 
But  at  maturity,  they  are  four  time 
voluminous  as  a  southern  yellow  p: 
That  renders  their  quality',  and  p 
ing,  superior.  Of  course,  old-gro' 
giants — which  industry  won't  gi 
because  the  economic  returns  fall 
during  the  slow- growth  phase  c 
tree's  mature  years — command  { 
mium  prices.  In  May  the  Japar 
paid  up  to  SI, 600  per  thous 
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Where  else  can  a  parent  earn  college  credit 
iring  nap  time? 

As  her  toddlers  doze,  a  mother  of  three 
iars  the  pounding  of  Confederate  cannons. 
id  the  sad  strains  of  an  old  country  fiddle. 

She  is  quietly  completing  part  nine  of  Ken 
jrns'  epic  series  "The  Civil  War."  One  of  62 
lecourses  offered  in  Public  Television's  unique 
dult  Learning  Service. 

A  program  that  reaches  out  to  people  all 
TOSS  America,  providing  educational  oppor- 
inities  that  might  otherwise  be  unavailable. 

Through  courses  that  cover  a  broad  canvas 


of  subjects  from  the  principles  of  marketing 
management  to  exploring  the  universe. 

Each  demands  the  discipline  of  viewing, 
reading,  writing,  researching  and  taking  exams. 
(Just  like  on  campus). 

And  each  rewards  its  students  with  credit 
towards  a  college  degree.  Along  with  skills, 
knowledge  and  a  healthy  dose  of  self-assurance. 

In  other  words,  about  everything  needed 
to  succeed  in  life  and 
the  work  force.  ^Kr 

Except,  of  course,  puBLIC  TELEVISION 
a  babysitter.  Keep  us  in  mind. 


Timberland 


°  A  radiata  pine 

I  plantation 

?  in  New  Zealand 

'  Some  of  the 
fastest-growing 
highest-volume 
trees  in  the  wor 


board-fect  for  premium  Douglas  fir — 
five  to  eight  times  the  domestic  price 
for  southern  yellow  pine. 

Can  you  destroy  returns  from  bio- 
logical growth?  Absolutely.  Just  pay 
too  much  for  the  land. 

Think  of  the  land  as  a  factor)',  a 
sunk  cost.  If  you  pay  too  much,  you 
pay  more  in  taxes  and  maintenance 
than  you  earn  from  trees.  How  much 
difference  can  this  make?  "Pay  $600 
per  acre  for  the  bare  land  in  the 
Southeast,  and  your  real  return  on  a 
premerchantable  forest  can  drop  to 
1%  or  2%,"  Oddleifson  says.  His  rec- 
ommendation: Don't  pav  more  than 
$150  to  $200  an  acre  plus  80%  of  die 
value  of  the  merchantable  timber. 

How  to  maximize  returns  from 
biological  growth?  First,  buy  just  be- 
fore your  forest  enters  its  fastest- 
growing  ("'emerging  growth")  years. 
Buy  as  the  trees  enter  their  teen  years 
and  sell  them  as  they  approach  their 
slower-growing  but  merchantable 
mature  years.  "'Since  they  are  illiquid, 
premerchantable  forests  are  under- 
valued," explains  James  Webb,  vice 
president  at  Wachoxia  Timberland 
Investment  Management  in  Atlanta. 
"Wlien  they  are  merchantable,  the 
price  reflects  the  market  \  alue  of  the 
timber." 

Second,  seek  out  tlie  fastest-grow- 


ing, highest-volume  trees  in  the 
world.  For  example,  New  Zealand's 
radiata  pine  mature  in  30  years — but 
are  three  times  as  voluminous  as 
southern  yellow  pine. 

Right  now,  eucalyptus  plantations 
in  Chile,  with  real  biological  returns 
rumored  at  20%  per  year,  are  hottest. 
Not  surprisingly,  the  Japanese  got 
there  a  few  years  ago. 

Only  a  fool  would  expect  any  in- 
vestment to  be  worr}'-free  or  risk-free. 

Fire  is  a  risk,  but  not  a  major  one. 
According  to  the  U.S.  Forest  Ser\'ice, 
fire  has  damaged  3  million  acres  of 
timberland  per  year,  or  0.3%  of  the 
total,  since  1960.  The  risks  are  even 
lower  in  acti\'ely  managed  tree  farms, 
where  more  precautions  are  taken. 
Insurance  is  available  but  does  not 
make  economic  sense. 

Even  if  you  lose  acreage  to  fire,  you 
can  win.  "We  finalh'  had  our  first 
forest  fire  last  year,"  says  Richard  N. 
Smith,  director  of  portfolio  manage- 
ment at  Hancock  Timber  Resource 
Group,  which  manages  1.7  million 
acres  for  pension  fi.mds.  "We  were 
able  to  sell  the  salvage  at  a  higher  price 
dian  we  paid  for  the  land  the  year 
before!" 

A  major  risk  is  the  uncertainty'  of 
environmental  regulations.  Because  of 
restrictions  on  har\'esting,  for  example, 


bidders  are  discounting  appraised  ' 
ue.  Fred  Tuemmler,  vice  presideni 
Travelers  Realt)'  Investment  Co.,  s 
a  tract  last  year  with  $6.7  million 
merchantable  timber.  Selling  price: 
million.  "You  couldn't  log  it  for 
years,"  he  explains. 

But  such  discounting  may  be  she 
lived.  People  need  lumber  and 
U.S.  needs  exports,  and  the  chan 
are  a  reasonable  balance  will  eventi 
ly  be  staick  between  sensible  con; 
vation  and  market  economics. 

Think  for  a  moment  what  is  h 
pening  in  China.  A  billion  people 
emerging  from  a  subsistence  ecoi 
m\'  into  an  economy  of  disposa 
income.  They  w  ill  want  better  hoi: 
and  more  books  and  periodicals. 
China  was  deforested  centuries  ; 
and  needs  what  little  forest  it  still 
to  prevent  erosion,  keep  dust  do 
and  protect  the  climate. 

Don't  be  surprised,  therefore 
timberland  becomes  a  fashionable 
vestment  again  within  a  few  ye; 
especialh'  among  the  pension  fiir 
"By  their  ver>'  nature,  pension  fui 
are  stewards,"  Smith  says.  "Tl 
grow,  nurture  and  protect  inv( 
ments  of  their  beneficiaries  over 
long  term.  This  can  be  consistent  w 
growing  trees  and  harsesting  th 
sustainably." 
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Protection  from  a 
Different  Perspective. 

A  perspective  on  business  insurance  that  comes  from  a 
combination  of  international  roots  with  national 
presence.  Strength  and  stability  with  experience  and 
innovation. 

For  protection  from  a  different  perspective,  get  behind 
the  shield. 


Royal  Insurance 


*    Your  Shield  Against  the  Unexpected. 


©  Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 


Here's  a  way  to  increase  a  company's  market  value 
by  writing  down  its  assets. 


Goodwill 
games 


By  Amy  Feldman 

Many  a  company  would  like  to  do 
what  Supermarkets  Genera!  Holdings 
Corp.  just  did.  In  one  swoop  the 
parent  ofPathmark  supermarkets  and 
Rickel  home -improvement  stores 
wrote  off  $600  million  in  goodwill. 

The  compan\',  which  had  1992 
revenues  of  $4.3  billion,  made  its 
move  just  before  filing  for  a 
public  offering  in  March. 
Supermarkets  General 
probably  figured  that  the 
writeoff,  by  boosting  re- 
ported earnings,  would 
make  the  issue  easier  to  sell. 

Goodwill,  of  course, 
comes  with  an  acquisition. 
It  is  the  difference  between 
what  you  pay  and  the  cur- 
rent value  of  the  net  assets 
you  acc^uire.  Thus  what  )'ou 
pay  for  a  brand  name  or 
reputation  counts  as  good- 
will— a  so-called  intangible.  Under 
current  accounting  rules,  U.S.  com- 
panies must  amortize  goodwill  for 
reporting  purposes  over  as  many  as  40 
years.  It's  a  drag  on  earnings  year  after 
year,  and  until  this  year  there  was  no 
tax  benefit,  since  the  amortization  of 
goodwill  has  not  been  tax-deductible, 
as  depreciation  of  other  assets  is. 

Companies  have  argued  again  and 
again  that  this  accounting  treatment 
puts  them  at  a  disadvantage:  Their 
British  and  German  counterparts,  for 
example,  can  write  off  goodwill 
against  equit}'  immediately  and  thus 
not  crimp  their  future  earnings. 

How  did  Supermarkets  General  get 
away  with  its  writeoffi  B)'  finding  a 
loophole.  Seems  the  language  gov- 
erning all  this  is  murky.  The  account- 
ing rule  actualh'  says  that  goodwill 
should  be  recNaluated  more  or  less 


continually  and  reduced  if  need  be. 
Certainly,  a  company  that  decided  to 
sell  or  wind  dtnvn  a  business  it  had 
previously  acquired  could  get  rid  of 
the  associated  goociwill.  The  rule  also 
gives  a  break  to  companies  that  suffer 
losses  over  several  years  and  expect 
only  lackluster  results  in  the  fijture. 


They,  too,  can  write  off  part  or  all  of 
the  goodwill  on  their  books. 

Supermarkets  General,  formed  in 
a  1987  leveraged  buyout  by  Merrill 
Lynch  Capital  Partners,  has  been 
losing  money  for  six  years.  Supermar- 
kets General  told  the  Securities  & 
Exchange  Commission  and  the  com- 
pany's accountants  at  Deloitte  & 
Touche  that  its  total  operating  in- 
come for  the  next  35  years,  the  dura- 
tion of  the  remaining  goodwill, 
would  not  reach  $600  million,  the 
amount  of  goodwill  remaining. 

A  dire  forecast,  you  might  sa\-,  for  a 
company  about  to  tap  the  public  mar- 
kets. But  you  can  be  sure  Supermar- 
kets General  peddled  a  different  stor\' 
to  investors.  The  dismal  performance 
was  based  on  results  at  the  end  of 
1992.  But  in  March  Supermakets 
General  announced  a  restructuring 


that  would  slash  debt,  spin  ofl 
Rickel  stores  and  offer  to  the  pi 
about  one -third  of  the  new  comj: 
The  restructuring  ga\'e  a  whole 
look  to  the  company's  past  anc 
ture.  The  compan)'  told  investo 
look  at  income  after  the  effects  o 
restructuring.  Instead  of  the  flat 
and  net  losses  it  repc 
last  year,  Superma) 
General  said  that  now  I 
mark's  net  income  was 
million. 


"Supermarkets  Gei 
essentially  told  the  SE 
ignore  the  restructurir 
calculating  the  goo« 
impairment,  but  told  ir 
tors  to  feel  good  aboul 
says  Lehman  Brothers 
counting  expert  Rc 
Willens.  The  account 
and  SEC  went  along. 
Before  the  writeoff,  the  gooc 
amortization  costs  were  $17  mi 
per  year.  The  writeoff'  eliminatec 
charge,  enhancing  aftertax  incorr 
that  amount.  Figure  at  1 1  times  e 
ings  the  change  adds  about  $ 
million  to  Pathmark's  valuation.  1 
ty  neat.  Take  a  $600  million  bi 
keeping  hit  and  increase  the  cor 
ny's  market  value  by  $200  millio 
Any  company  that  posted  loss 
recent  years  but  is  now  restructii 
may  be  able  to  follow  in  Supermai 
General's  lead.  The  recession  and 
appointing  results  from  many 
give  managements  a  plausible  a 
ment  for  writing  down  goodwill. 

Now,  if  only  the  sec  and  the  Fi 
cial  Accounting  Standards  B 
would  get  the  message  and  elimi 
this  accounting  monstrosity  once 
for  all  for  ever\'bodv. 
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Now  our  rates 
are  just  as  inviting 
as  our  hotels. 

Thanks  to  our  SureSaver  pro- 
gram, we  can  welcome  you  with  more 
than  just  a  billion  dollars  worth  of  new 
rooms,  lobbies  and  restaurants.  You'll 
also  find  a  simpler  and  more  afford- 
able pricing  structure. 

In  addition,  we're  proud  to  offer 
AT&T  In-room  Long  Distance  Service 
for  all  your  AT&T  Calling  Card,  AT&T 
Universal  Card  and  operator-assisted 
calls  at  most  of  our  locations. 

Sure^Saver 
Business  Rates  5%-30%  off 


SureSaver     SureSaver  SureSaver 
Business       14-Day  Weekend 
Location                                Rates     Advance  Rates  Rates 

Los  Angeles,  CA 

Sheraton  Grande 

$149 

$129 

$  89 

Los  Angeles,  CA 

Sheraton  Universal 

$135 

$125 

$109 

Los  Angeles,  CA 

Sheraton  Los  Angeles 
Airport 

$115 

$  79 

$  70 

Long  Beach,  CA 

Sheraton  Long  Beach 

$122 

$  79 

$  90 

Cerrltos,  CA 

Sheraton  Cerritos 

$110 

$  90 

$  59 

City  of  Industry,  CA 

Sheraton  Industry  Hills 

$101 

$  85 

$  79 

Anaheim,  CA 

Sheraton  Anaheim 

$  95 

$  76 

$  79 

Sania  Monica,  CA 

Miramar  Sheraton 

$160 

$140 

$140 

Newport  Beach,  CA 

Sheraton  Newport  Beach 

$113 

$  90 

$  65 

San  Diego,  CA 

Sheraton  Grande 
Torrey  Pines 

$140 

$135 

$135 

San  Diego,  CA 

Sheraton  Harbor  Island 

$129 

$  89 

$109 

For  reservations,  call  your  travel 
professional  or  800-325-3535. 


SureSaver  rates  are  available  in  the  continental  U.S.,  the  Bahamas 
and  Canada.  Not  applicable  to  groups.  Subject  to  change  without 
notice  and  based  upon  availability  at  participating  properties.  Rates 
do  not  include  taxes  and  gratuities.  Some  restrictions  apply.  Kids  17 
and  under  stay  free  when  sharing  room  with  an  adult  using  existing 
bedding.  ©  1993  ITT  Sheraton  Corporation.  C 


in-Room 
L(jns 
Di.stance 
Scrvicf 

V  ^ 

llrlping  you  along  Ihc  wiiy." 


ITT 


Sheraton 


Mention  "Pepsi"  and  most  people  immediately  think 
"Oh,  Coke's  competitor,"  but  that's  not  the  way  PepsiCo 
management  likes  to  think  of  itself. 

have  a  big 
pond  to  play  in'' 


By  Seth  Lubove 

Waynk  Calloway,  PepsiCo  Inc.\s 
chief  executive  officer,  was  riding  the 
elevator  at  the  Warsaw  Marriott  and 
overheard  the  conversation  of  two 
American  fellow  passengers.  "I'm 
buying  up  even-thing  I  can  buy  here," 
the  one  said  to  the  other. 

Calloway  smiles  as  he  recounts  the 
story.  He  has  just  come  from  a  press 
conference,  where  he  announced  that 
PepsiCo  would  invest  $500  million  in 
Poland,  the  largest  investment  so  far 
by  any  Western  consumer  products 
company. 

If  anyone  is  buying  up  all  he  can  in 
Eastern  Europe,  it's  Calloway.  Aware 
that  PepsiCo's  U.S.  markets  are  quite 
mature  and  that  it  is  most  unlikely  to 
make  any  money  tr)'ing  to  wrest  mar- 
ket share  in  cola  drinks  from  the 
formidable  Coca-Cola  Co.,  Calloway 
and  his  crew  are  seeking  in  a  big  way 
to  cash  in  on  changing  eating  and 
drinking  habits  in  fast-industrializing 
parts  of  the  world. 

Its  ambitions  are  by  no  means  mod- 
est. It  thinks  the  world  is  creating 
potential  new  consumers  at  such  a  clip 
that  PepsiCo  can  double  revenues 
every  five  years,  as  it  has  since  Pepsi - 
Cola  merged  with  Frito-Lay  in  1965. 
That  would  make  it  a  $100  billion 
globe-girdling  enterprise  soon  afi:er 
the  turn  of  die  century. 

Not,  of  course,  in  soft  drinks  alone. 
Under  Calloway,  57,  PepsiCo  has 
continued  to  become  more  of  a 
broad -based  food  and  beverage  com- 
pany than  a  single-product  soft  drink 
purveyor.  Each  day  its  system  dis- 
penses $30  million  of  potato  chips, 
Doritos  and  other  snack  footis;  $43 
million  of  pizzas,  tacos  and  fried 
chicken;  and  $77  million  of  Pepsi, 


Mountain  Dew  and  other  beverages. 

Add  it  up,  and  you  have  company 
revenues  of  $25  billion  and  a  probable 
1993  net  of  $1.6  billion,  $2  a  com- 
mon share.  For  ever\'  dollar  Coke 
takes  in,  PepsiCo  takes  in  $1 .75,  even 
though  Coke  outsells  it  4-to-I  in  the 
world  soft  drink  business.  "We're  as 
different  from  Coke  as  IBM  is  from 
Coke,"  Calloway  asserts. 

It's  just  as  well  that  PepsiCo  has 
broadened  its  horizons,  because  its 
chances  are  nil  of  dislodging  Coca- 
Cola  from  its  lofty  perch.  As  far  as  that 
competition  is  concerned,  the  market 
has  already  made  its  judgment.  It 
values  Coca-Cola's  common  shares  at 
$57  billion,  nearly  twice  PepsiCo's. 
Coke's  expected  pretax  margins 
should  be  around  22%,  again  more 
than  double  PepsiCo's. 

It's  a  comparison  Calloway  can't 
seem  to  escape.  As  he  and  his  entou- 
rage travel  through  Warsaw,  the  cara- 
van passes  lampposts  decorated  with 
Coke's  familiar  Always  Coca-Cola 
slogan  (in  Polish,  Zatvsze  Coca-Cola). 
A  few  months  earlier  Coke's  chairman 
and  chief  executive  officer,  Roberto 
Goizueta,  had  traveled  through  Po- 
land, where  Coke  itself  is  investing 
$300  million.  Last  year  Coke's  $8.6 
billion  in  international  beverage  sales 
was  four  times  Pepsi -Cola's.  Coke  is 
already  international,  generating  80% 
of  operating  income  outside  the  U.S. 
last  year,  versus  PepsiCo's  18%. 

In  soft  drinks,  then,  it's  no  real 
contest.  So,  just  as  Southwest  Airlines 
(Forbes,  Sept.  16,  1991)  sees  its  com- 
petition as  the  family  car  rather  than 
other  airlines,  PepsiCo  sees  its  real 
competition  as  the  entire  food  and 
beverage  business.  Ever\'  time  the  re- 


frigerator door  opens  and  juic( 
milk  is  taken  out,  PepsiCo  has  Ic 
potential  sale.  Every'  non-Pep; 
snack  consumed  is  a  sale  misset 
Frito-Lay.  And  each  meal  prepart 
home  is  a  lost  opportunity'  for  F 
Hut,  Taco  Bell  or  KFC  (formerly- 1 
tucky  Fried  Chicken). 

Today  be\  erages  make  up  just 
of  PepsiCo's  business  and  slightly 
than  a  third  of  operating  income. 

Even  in  the  cola  business,  P( 
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PepsiCo's 
chief  executive, 
Wayne  Calloway,  at 
new  Frito-Lay  plant 
in  Grodzisk,  Poland 
"You  bet  we  can 
keep  this  machine 
going.  And  we 
haven't  even 
started  yet." 


i  approach  is  different  from 
e's.  Coke's  long-term  goal  is  to 
:oncentrate  to  independent  bot- 
,  who  invest  the  capital  needed  to 
i  bottling  lines,  buy  trucks  and 
distribution  networks.  That 
es  for  a  very  low  investment  busi- 
with  fantastic  profitability.  Pepsi- 
by  contrast,  prefers  to  own  its 
lers.  It  is  far  more  capital-inten- 
than  Coke.  It  owns  all  of  Frito- 
and  almost  half  its  22,000  restau- 


rants, the  world's  largest  group  of 
restaurants. 

So  where's  the  growth?  Here  are 
statistics  that  make  PepsiCo  people 
salivate:  Mexicans  eat  only  1.3  kilo- 
grams of  salty  snacks  per  capita,  Chil- 
eans 500  grams  and  Brazilians  300 
grams,  compared  with  the  7  kilo- 
grams Americans  eat.  Eastern  Euro- 
peans drink  only  20%  to  25%  as  many 
soft  drinks  as  Western  Europeans. 

These  are  all  places  where  living 


standards  are  still  way  below  U.S.  and 
Western  European  standards  but  ris- 
ing fairly  fast,  countries  where  annual- 
ly millions  emerge  as  consumers  with 
real  disposable  income.  These  people 
have  not  only  a  bit  more  money  to 
spend  than  their  parents  but  also  less 
leisure.  They  are  natural  targets  for 
packaged  feeding,  prepared  snacks 
and  bottled  drinks. 

"The  growth  prospects  are  so  enor- 
mous because  demand  was  so  con- 
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PepsiCo 


In  soft  drinks,  PepsiCo  is  a  long  way  behind  Coke  outside  tlie  U.S.,  but  its  global 
strategy  rests  on  taking  its  other  businesses  overseas.  Over  the  past  half-decade, 
PepsiCo  has  almost  trebled  its  assets  abroad. 


strained  before,"  bubbles  Richard 
Norton,  a  former  McKinsey  &  Co. 
consultant  who's  now  senior  vice 
president  of  Pepsi-Cola  Internation- 
al, responsible  for  developing  markets 
in  Eastern  Europe. 

"It's  not  so  much  whether  the  po- 
tential is  there,"  says  Dick  Boyce, 
senior  vice  president  of  strategic  plan- 
ning and  a  former  Bain  &  Co.  consul- 
tant. "The  question  is,  can  we  do  it?" 

Can  they.''  The  signs  are  favorable. 
Consider  the  locations  of  PepsiCo's 
two  highest-volume  restaurants  in  the 
world:  a  KFC  in  Beijing  and  a  Moscow 
Pizza  Hut.  Observes  Calloway: 
"Those  [preliminan^  successes]  say  to 
us,  you  bet  we  can  keep  this  machine 
going.  And  \vc  haven't  even  started 


yet.  Ninety-five  percent  of  the  world's 
population  doesn't  live  in  the  U.S.  We 
have  a  big  pond  to  play  in." 

Taco  Bell's  president,  John  Martin, 
is  the  executive  who  came  up  with  the 
price/value  menu  strategy,  which  cut 
prices  and  has  turned  the  fast-food 
industry'  on  its  head  in  the  past  few 
years.  "We're  a  feeder,"  Martin  says. 
"There  are  millions  of  people  out 
there  who  say,  'Feed  me.'  "  PepsiCo 
has  been  the  most  aggressive  in  selling 
its  pizza  and  tacos  from  carts,  kiosks 
and  other  nontraditional  locations.  A 
restaurant  produces  an  operating 
margin  of  8.5%,  compared  with  mar- 
gins of  35%  for  carts  and  32%  for 
kiosks,  according  to  Salomon  Broth- 
ers analyst  Andrew  Conway. 


At  the  other  end  of  the  scale,  P( 
Co  recendy  bought  a  chain  of  "t; 
cloth"  Mexican  restaurants  and  a 
ilar  chain  of  pizza  restaurants  fori] 
casual  dining. 

In  pursuit  of  the  global  strai 
PepsiCo  has  trebled  its  asset 
abroad  in  about  a  half-decade,  to 
billion.  While  second-quarter  w( 
wide  sales  rose  1 5%,  the  internatil 
portion  rose  36%.  Worldwide  op* 
ing  profits  rose  12%,  but  internatil 
was  up  32%. 

Dealing  as  it  does  not  with  the 
or  with  other  big  companies  but 
hundreds  of  millions  of  ordinary 
sumers  all  over  the  world,  Pepj 
cannot  aflfbrd  to  lose  touch  with 
masses.  It  expresses  this  consci 
ness  symbolically  by  welcoming 
tors  to  its  parklikc  hcadquarteil 
Purchase,  north  of  New  York  (1 
Here  Calloway  can  look  out  his  i 
dow  and  see  tourists  snapping  phi 
in  PepsiCo's  elegant  sculpture 
den.  Unlike  many  fortresslike  con 
nies  that  forbid  outsiders  to  penel 
the  castle  walls,  PepsiCo  has  al\l 
been  happy  to  accommodate  the  < 
side  world — visitors  are  free  to  v 
der  the  grounds. 

The  tourists  are  mainly  symb 
but  there  can  be  no  doubt  ab 
PepsiCo's  dedication  to  keepinj 
touch  with  the  fast-changing  real) 
of  the  marketplace.  "We  have  cle 
been  through  a  major  transitic 
says  Calloway,  referring  to  PepsiC 
strategic  changes  over  the  past 
years.  "The  market  has  forced  it.  li 
perpetual  transition.  And  my  gue 
we're  going  to  stay  in  transition.  \^ 
better  stay  in  it  because  if  we 
locked  in,  the  world  will  pass  us 
No  way  am  I  backing  off  of  doub 
our  business  ever}'  five  years." 

The  flagship  Pepsi- Cola  divis 
for  instance,  is  no  longer  a  carbon; 
soft-drink  producer;  it's  becom 
"total  beverage  company,"  selling 
er\ thing  from  Lipton  iced  teas  to  f 
drinks  to  water.  If  Pepsi  is  limite( 
the  sales  it  can  grab  from  Coke,  v 
there's  all  that  stuff  that  people  tr 
tionally  made  for  themselves  that 
be  replaced  by  packaged  goods. 

Similarly,  PepsiCo's  Pizza  Huti 
just  a  sit-down  pizza  joint;  it's  a 
za  distribution  company"  that  w; 
to  sell  you  a  pizza  no  matter  whel 
you're  at  the  ballpark  or  at  your  d 
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Some  Con  Men  Are  More 
Dangerous  Behind  Bars. 


A  nntcyriaus  criminal  is  cavughil.  And  then  begins  his  most  deadly  work. 
Timothy  Daltcm  stars  as  a  master  con  artist  in  the  premiere  of  "Framed" 
anA&E  Special  Presentation,  September  19th  &  20th  at  8:00  ET/9:00 PT 


IRYSLER 


Time  Well  Spent. 


Sponsored  in  part  by  Chrysler  Plymmith. 


PepsiCo 


Report  from  the  front 

"I  T'S  KJI.l.  or  be  killed  our 
here,"  says  Donald  Sahino, 
a  salesman  and  delivery 
man  for  Pcpsi(>o's  Frito- 
Lay  division.  As  a  Prito- 
Lay  salesman  in  Dover, 
N.J.,  Sabino  is  a  foot  sol- 
dier in  an  1 1 ,000- man 
army.  He  fights  on  a  front 
that  is  vital  to  PcpsiCx):  Its 
nearly  50%  share  of  this 
$8  billion  market  accounts 
for  a  major  part  of  the 
parent's  profitability.  Frito- 
Lay's  closest — nor  vcr)' 
close — competitors  are  An- 
heuser-Busch's  Eagle 
brand  and  Borden,  each 
with  7%. 

Sabino  is  not  jusr  a  de 
livery  man;  he's  supposed 
to  sell  his  producr,  nor 
just  drop  it  off.  Up  at  4:30 
a.m.  today,  his  regular 
waking  time,  Sabino  hits 
the  road  at  around  7:45 
a.m. — slowed  down  by  a  re- 
porter trailing  along. 

His  first  srop  is  rhc 
commissar)'  ar  rhe  U.S.  Ar- 
my's Picarinny  Arsenal, 
near  Dover.  Sabino  bounds 
out  of  his  truck  and  into 
the  srore's  snack  food  sec- 
tion, ro  see  how  many 
bags  he'll  need  ro  replace. 


He  punches  rhe  order 
into  his  hand-held  comput- 
er, then  bounds  back  to 
his  truck  and  puts  the  com- 
puter into  a  printer.  The 
computer  prints  out  the  in- 
voice and  also  tflls  him  if 
there  are  any  promotions 
going  on  in  the  store  re- 
quiring extra  inventory. 

Then  he's  back  in  the 
aisle  to  restock,  lifting  each 
bag  by  the  top  crease — 
never  the  middle.  "Appear- 
ance is  50%  of  the  game," 
he  notes,  as  he  tenderly 
smoothes  out  each  bag  of 
snacks — called  "popping 
and  lacing." 

Price-cutting  abounds. 
In  a  Food  town  store,  a  6- 
ounce  bag  of  Lay's  chips 
that  usually  sells  for  $  1 .39  is 
marked  down  to  69 
cenrs,  while  a  bag  of  Eagle's 
sour  cream  and  onion 
chips  is  priced  ar  99  cenrs. 

Sabino  works  on  salar)', 
bur  wirh  commissions  he 
can  make  as  much  as 
$42,000  a  year.  "Anybody 
who  rakes  a  bag  of  Wise  [a 
Borden  snackj,  they're  tak- 
ing money  out  of  my 
pocket,"  he  declares.  If  Sa- 
bino sees  a  customer  tak- 


Frito-Lay  salesman  and  foot  soldier  Donald  Sabino 
Fighting  the  snack  wars  bag  by  bag. 


ing  a  competitor's  brand, 
he'll  chase  him  down  and 
tell  him  rhar  if  he  buys  rhe 
Friro-Lay  producr,  he'll 
get  a  $1  instanr  rebare — 
and  he  reaches  inro  his 
pocket  and  produces  a  $1 
bill. 

Sabino's  workday  will 
probably  srrerch  unril  9 


p.m.  rhis  day.  But  it's 
worth  it;  one  small  liqut 
store  customer  has  a  $9 
order.  "That's  a  pretty 
good  stop,"  Sabino  say) 
with  satisfaction.  , 
That  is  how  victory  is 
measured  in  the  snack  fi 
war — bag  bv  bag. 

-S.L. 


If  rhe  straregy  is  nor  entirely  new, 
the  implemenrarion  is  ver\'  much  so. 
In  rhe  spirir  of  the  times,  Calloway 
consrantly  preaches:  Don'r  wair  for 
change;  sray  ahead  of  ir.  "You  don't 
wait  unril  you're  going  over  the  clif?" 
to  change  your  brakes,"  drawls  rhe 
folksy  North  Carolinian. 

The  appointmenr  lasr  year  of  Roger 
Enrico  as  chairman  of  PepsiCo 
Worldwide  Foods  is  a  dramatic  srare- 
menr  of  tiie  priorir)'  Calloway  is  now 
placing  on  the  company's  overseas 
rhrusr.  Enrico  is  the  tough,  up-ft-om- 
the-ranks  executive  who  oversaw 
Pepsi-Cola  in  the  U.S.  in  die  1980s 
(which  brought  Pepsi  even  with  Coke 
in  retail  food  stores).  He  was  then  sent 
to  Piano,  Tex.  to  overhaul  Frito-Lay, 


which  was  showing  the  strain  fi-om  its 
furious  price  war  with  Anheuser- 
Busch's  Eagle  snacks,  Borden's  Wise 
brand  and  a  host  of  regional  brands. 
He  succeeded  so  well  that  Frito-Lay  is 
back  to  being  PepsiCo's  most  profit- 
able division  (see  box,  above). 

Enrico  loves  rough  fights  and 
doesn't  hesitate  to  stick  a  thumb  in  a 
competitor's  eye.  Among  Enrico's 
motivational  techniques  at  Frito-Lay: 
He  distributed  custom-made  door- 
mats with  Anheuser-Busch's  em- 
blem— with  a  stressed-out  eagle — so 
his  troops  could  wipe  their  feet  on 
their  smaller  rival.  With  the  departure 
last  year  of  Michael  Jordan,  head  of 
PepsiCo  International  Foods  &  Bev- 
erages, the  path  seems  clear  for  Enrico 


to  succeed  Calloway. 

The  two  men  couldn't  be  ni 
different.  Enrico,  as  flamboyant 
Calloway's  retired  predecessor  D 
aid  Kendall,  is  considered  a  market 
whiz  with  a  fondness  for  all-night  1 
sessions  over  glasses  of  Sambi 
Calloway,  whose  morher  roiled  i 
Norrh  Carolina  hosiery  facron*',  is 
unobrrusive,  laid-back  former  fina 
man  described  by  his  colleagues 
"the  effortless  CHO." 

Borrowing  a  routine  from  Da 
Letterman  at  a  Har\ard  Busir 
School  alumni  dinner  honor 
Calloway  a  few  months  ago,  Em 
produced  a  "top- 10  list"  to  ans' 
his  own  question:  "How  co 
Wayne  gets  to  be  CKO  of  Pej 
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tJALITY 


993  WINNERS 

GOVERNMENT 

Naval  Aviation  Dqx)t 
North  Island,  San  Diego,  CA 

MANUFACTURING 

•  Cascade  Corp.,  Southern  Operation 
DeRidder.IA 

NOT-FOR-PROFIT 

SwedishAmcrican  Hospital 
Rockford,  IL 

SERVICE  FIRM 

New  Yoili  Telephone 
Tdesector  Resources  Group 
New  York,  NY 

SMAUFIRM 

Fitchburg  Coated  Products 
Scranton,  PA 

1992  WINNERS 

GOVERNMENT 

al  Aviation  Depot  Operations  Center 
Patuxent  River,  MD 

MANUFACTURING 

US  Steel,  Gary  Woita 
Gaiy.IN 

NOT-FOR-PROFIT 

Sentara  Health  System 
Norfolk,  VA 

SERVICE  FIRM 

Federal  Express 
Memphis,  IN 

SMALL  FIRM 

L-S  QectroGalvanizing  Co. 
Qeveland,  OH 


'/?'/  SA  (  uf)  an  nn^iml  uitiriiofarl 

ler  and  nuirhle  by  Uurtard  lino 


Employees  are  the  power 
source  for  invoking  change... 
and  this  Quality  Cup  award  is 
a  testimony  to  their  efforts" 

—Dan  Moscato,  District  Staff  Manager,  Residence  Marketing  Operation 
New  York  Telephone 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Quality 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  does 
business.  Where  other  awards  may  honor  entire  companies,  only  the  prestigious  Quality  Cup 
honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD-YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  used 
total  quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiration 
for  others:  Nominate  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  five  ategories 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  dadline  for  nominations  for  the  1994  RTT/USA  TODAY  Quality  Cup  Competition  is  November  15. 
If  you  would  like  to  receive  an  appliation,  call  the  toll-free  number  below.  For  complete  information 
about  die  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 

1-800-USAr-RIT 


RIT 


PepsiCo 


Global  hustle 


This  Forbks  reporter 
tagged  along  to  Warsaw 
with  Wayne  Calloway,  as 
the  Pepsi('o  chief  executive 
toured  for  the  first  time 
one  of  his  hottest  new  terri- 
tories. On  the  first  day  of 
a  five-day  swing  through 
Eastern  Europe, 
Calloway  visited  E.  Wedel 
S.A.,  the  Polish  equiva- 
lent of  Hershey,  a  140- 
year-old  company,  re- 
cently privatized,  in  which 
PepsiCo  bought  40%.  It 
invested  $25  million  and 
pledged  to  invest  another 
$56  million. 

What  docs  PepsiCo 
know  about  chocolate 
sweets?  Not  much.  But 
Wedel  provides  a  manufac- 
turing and  distribution 
base  ft'om  which  to  expand 
PepsiCo's  snack  food  line 
throughout  Poland.  Now 
managed  by  PepsiCo 
Foods  International,  We- 
del last  year  boosted  sales 
52%,  to  about  $90  million. 
Wedel's  stock,  traded  on 
the  Warsaw  stock  ex- 
change, has  risen  to  about 


$57,  from  an  issue  price  of 
130,000  zlotys,or  $7.42. 

It's  PepsiCo's  bet  that 
the  Poles  will  munch  the 
same  brands  of  Fritos, 
Cheetos  and  Ruffles  that 
Americans  gobble  each 
year.  At  Grodzisk  it  has 
built  a  new  plant  to  pro- 
duce them.  Dirty  potatoes 
grown  by  local  farmers  go 
in  one  end  of  the  plant  and 
come  out  the  other  side  as 
shiny  bags  of  chips.  With  an 
annual  capacity  of  600 
million  bags,  the  plant  can 
supply  15  bags  of  snacks 
for  every  man,  woman  and 
child  in  Poland. 

That's  not  all.  Pepsi - 
Cola,  available  in  Poland 
for  years,  is  expanding. 
During  his  trip,  Calloway 
attended  the  opening  of 
the  first  non-U.S.  "S-in  l" 
restaurant,  in  which 
PepsiCo's  three  restaurants 
operate  under  one  roof  If 
the  Poles  don't  feel  like 
Tex-Mex,  they  can  go 
Italian  or  have  themselves 
some  crunchy  southern 
filed  chicken.      -S.L.  Hi 


Co  ...  and  I  don't?" 

Among  the  answers,  number  8: 
"Thrives  on  contradictions.  He  han- 
dles a  Harley- Davidson  like  a  Hell's 
Angel,  attends  church  like  a  Southern 
Baptist,  absorbs  self-help  books  like  a 
Rhodes  scholar.  I,  on  the  other  hand, 
think  of 'hog'  as  the  main  ingredient 
in  fried  pork  rinds." 

And  number  5:  "Never  loses  tem- 
per. Sure,  that  means  he  misses  out  on 
the  unadulterated  joy  of  blind  rage. 
The  thrill  of  watching  million  dollar 
consultants  reduced  to  jelly.  But  he 
seems  to  have  a  good  time  anyway, 
that  peace  of  mind  only  a  lifetime 
supply  of  Cheetos  can  give  you." 

PepsiCo  will  need  both  Calloway's 
cool  mind  and  Enrico's  aggressive- 
ness as  it  moves  overseas. 

The  potential  customers  are  cer- 
tainly there.  Drop  in  on  Monterrey,  in 
northern  Mexico.  The  parched  resi- 
dents of  this  arid,  desertlike  region 


guzzle  twice  as  many  soft  drinks  as  the 
rest  of  Mexico — 1,114  bottles  a  year 
per  person,  more  than  anyone  else  in 
the  world.  But  until  recently,  over 
90%  of  the  lucrative  market  belonged 
to  Coke's  local  bottler. 

Then,  this  spring,  came  PepsiCo's 
Tormenta  del  Desierto,  or  Operation 
Desert  Storm.  With  all  the  precision, 
and  even  the  camouflage  uniforms,  of 
an  infantry  battalion,  Pepsi  tripled  its 
market  share  to  24%  in  just  four 
months.  So  successfirl  was  the  opera- 
tion that  PepsiCo  promoted  the  burly 
commander  of  the  assault,  Manuel 
Rubiralta,  to  run  all  of  PepsiCo's 
Mexican  beverage  business. 

The  key  to  the  success  was  Pepsi- 
Co's acquisition,  in  December,  of 
49%— as  well  as  management  con- 
trol— of  its  local  botder,  ft-om  Mexi- 
can conglomerate  Grupo  Protexa. 
Operating  from  a  heavily  guarded 
command     "bunker,"  Rubiralta 


smuggled  in  and  stashed  250 
trucks  around  the  city,  along  i 
500,000  cases  of  new  glass  bottk 
million  plastic  2 -liter  bottles 
8,000  store  coolers.  He  put  1, 
new  employees  through  an  int« 
1 6-day  training  regimen.  Coke  wa 
referred  to  by  name;  it  was  the  "» 
my."  In  record  time,  PepsiCo  bu 
new  plant  ft'om  scratch  that  couk 
plastic  bottles,  an  innovation  in 
local  market. 

On  Apr.  27,  four  months  after 
ing  control,   PepsiCo's  motiv: 
shock  troops  hit  the  streets  and 
airwaves.  In  two  months  Pepsi  \i| 
from  being  sold  in  6,900  locations 
30%  of  the  market,  to  18,600  U 
tions,  or  81%.  Previously  Coke 
Pepsi  offered  only  1 2 -ounce  bottk 
600  pesos,  or  about  20  cents.  P' 
introduced  a  half-liter  bottle,  roug 
16  ounces,  at  700  pesos,  or 
cents — a  13%  reduction  in  the  p 
per  ounce — and  a  2-liter  bottJe 
2,500  pesos,  or  80  cents,  a  23% 
count  from  Coke's  price. 

Rubiralta,  a  man  much  in  Enri« 
image,  plans  similar  investment  -. 
assault  tactics  for  other  Coke  fortri 
es,  including  what  he  calls  "wl 
areas,"  such  as  Chihuahua  and 
entire  Yucatan  peninsula,  wh 
PepsiCo  has  no  bottlers. 

Back  home,  too,  the  whole  com 
ny  is  in  ferment.  To  reduce  co 
Taco  Bell  now  does  such  tasks 
chopping  onions  and  lettuce  at  c 
tral  locations,  saving  1 5  hours  of  la 
per  day  per  restaurant.  John  Mart 
latest  vision:  a  slighdy  bizarre  worh 
totally  automated  Taco  Bells.  1 
enter  your  order  on  a  touchscreen ; 
pay  with  cash  or  a  credit  card,  wl 
robotic  machines  prepare  your  on 
Preparation  cost  per  taco:  less  tha 
penny.  It's  no  pipe  dream;  Martin 
already  installed  a  few  prototype; 
the  taco-making  machine. 

Pizza  Hut  is  in  the  midst  of  w 
Wheat,  First  Securities  analyst  J( 
Maxwell  Jr.  calls  "Operation  Fea 
ers."  The  chain  last  year  acquire 
technology  that  allows  it  to  re 
chicken  in  its  pizza  ovens,  ther 
adding  to  its  home  delivery  me 
The  new  item  is  being  tested  in  sev( 
markets.  If  it  succeeds,  other  m 
pizza  items  may  be  added. 

Pizza  Hut  chicken  may  make  up 
the  seemingly  intractable  probl 
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PepsiCo 


faced  by  l\-psiCk)'s  third  restaurant 
chain,  KFC,  in  the  U.S.  PepsiCo  lias 
done  a  remarkable  job  of  turning  the 
chain  around  since  it  was  acquired. 
But  in  a  nation  preoccupied  with 
eliminating  fat,  a  menu  centered  on 
deep  frving  has  an  obvious  problem. 
The  chain's  name  was  shortened  from 
Kentucky  Fried  Chicken  to  minimize 
the  "Fried"  stigma.  KFc;  has  tried  to 
play  to  health  concerns  by  experi- 
menting with  skinless  chicken.  But 
the  still-fried  product  has  not  done 
well.  KFc's  hopes  now  rest  on  an  oven- 
roasted  rotisserie  chicken. 

Overseas,  however,  KFC 
faces  no  such  stigma.  In 
other  parts  of  the  world, 
fried  foods  are  a  delicacy 
and  chicken  among  the 
more  expensive  meats.  In- 
ternationally, KFc;  is  the 
largest  of  PepsiCo's  three 
restaurant  chains. 

At  the  Pepsi-Cola  divi- 
sion, you  can  see  how  the 
company's  organization  it- 
self evolves  to  meet  changes 
in  the  marketplace.  As 
PepsiCo  has  bought  many 
of  its  formerly  independent 
bottlers,  its  customers  went 
from  600  franchisees  buy- 
ing concentrate  to  600,000 
retailers  buying  cases  of  soft 
drinks.  Division  President 
Craig  Weatherup  has  reor- 
ganized Pepsi-Cola  so  that 
management  resources  go 
to  support  front-line  em-  i^^Mi 
ployees — the  drivers  and 
salesmen. 

Being  open  to  change  means  risk- 
ing making  mistakes.  PepsiCo  has 
made  its  share.  Calloway  himself, 
when  he  ran  Frito-Lay,  tried  to  move 
the  company  into  sweet  snacks — and 
ran  into  trouble.  Roger  Enrico,  when 
he  ran  Pepsi-Cola,  so  jammed  up  the 
distribution  pipeline  with  the  too  rap- 
id introduction  of  different  flavors  of 
Slice  that  the  popular  soft  drink  al- 
most derailed. 

Note  that  making  mistakes  didn't 
end  eidier  man's  chances  of  rising  to 
the  top.  PepsiCo  has  long  realized 
that  not  taking  chances  is  the  riskiest 
course  of  all  in  a  fast-changing  world. 
That's  why  you'll  see  the  company 
stick  its  neck  out  on  such  ventvu  es  as 
Cr\'stal  Pepsi,  the  much  ballyhooed. 


clear  soft  drink  introduced  last  year, 
now  slightly  cloudy.  The  brand  has 
captured  only  a  1.5%  market  share, 
less  than  PepsiCo's  2%  goal,  but  still 
has  about  $750  million  in  sales.  Pepsi- 
Co is  sticking  with  the  brand  for  a 
while  anyhow. 

But  for  every  clunker  there  are  oth- 
er risks  taken  that  are  successful:  Pep- 
siCo's. joint  venture  with  Lipton  tea, 
for  instance,  is  selling  more  tea  in 
supermarkets  than  Snapple,  while 
Taco  Bell's  value  meal  strategy'  has 
kept  same -store  sales  at  company- 
owned  outlets  growing  at  7%,  with  no 


Pepsi  deliveries  in  Mexico  City 
Going  after  Coke  in  its  Mexican  strongholds. 


mcrease  in  prices. 

In  the  meantime,  PepsiCo  is  fight- 
ing bloody  battles  across  its  product 
lines.  Pizza  Hut,  with  a  25%  market 
share  of  the  pizza  business,  copes  with 
intense  competition  from  16%-share 
Domino's  and  10%-share  Little  Cae- 
sars. Frito-Lay  is  maintaining  its  huge 
lead  in  the  snack  food  war,  but  victory 
has  come  at  the  cost  of  layofi^s  to 
restore  its  20%  operating  margins. 

A  smart  manager  can  no  longer 
regard  price  wai-s  as  unformnate  aber- 
rations. They  are  part  of  the  cost  of 
staying  competiti\e.  To  stmive 
amidst  constant  price-trimming,  suc- 
cessfi.ll  managements  constanth',  al- 
most fanatically,  look  for  wa\'s  to  cut 
costs.  Craig  Weatherup  figures  that 
prices  on  his  soft  drinks  have  dropped 


30%  in  real  terms  in  the  past  1 3  ye 
To  execute  their  plans,  F^nrico 
Calloway  have  a  vcr)'  fat  war  ch 
This  year  alone  PepsiCo's  busine 
will  throw  ofl^"  S3. 2  billion  in  i 
flow,  S993  million  in  excess  oft 
needs.  Calloway  has  used  a  small 
of  this  year's  free  cash  flow  to  buv( 
12  million  of  PepsiCo's  809  mil 
shares. 

Can  PepsiCo  realize  its  ambiti( 
In  a  series  of  recent  reports,  Salor 
Brothers  analyst  Andrew  Conway 
his  own  investment  taste  test, 
conclusion:  PepsiCo  is  a  little 
Coke  is  the  Real  Thing, 
sees  PepsiCo's  long-t 
growth  slowing  from 
to  20%  annually  to  arot 
14%.     Conway  exp 
PepsiCo's  margins  to 
main  stagnant  as  it  foci 
on  its  international  invl 
ments.  Coke,  he  says,  v 
its  less  capital  intensive! 
proach    and  dominal 
market  shares,  should  e)( 
rience    a    17%  earr 
growth  rate. 

But  PepsiCo  ha 
boosters,  too.  Painel 
ber's  respected  be\ei| 
analyst,  Emanuel  G(i 
man,  estimates  Pepsi( 
earnings  will  grow  to  S2| 
per  share  in  1994,  exactlj 
line  with  his  projectiotj 
its  long-term  anr 
growth  rate  of  1 7%. 

PepsiCo's  stock  ha^ 
recoxered  from  Ap) 
Marlboro  Friday,  when  most  bra) 
name  stocks  were  hard  hit.  That! 
was — as  such  hits  tend  to  be — inj 
criminate,  hurting  almost  any  com 
ny  that  owned  a  valuable  consul 
franchise.  The  market  was  simply  c 
firming  what  Forbhs  reported  1 
years  ago  in  its  Sept.  16,  1991  cc 
story  "The  trend  is  not  their  frien) 
Consumers  are  less  willing  than  t 
once  were  to  pay  what  are  often  h« 
premiums  for  a  famous- name  pr 
uct.  Whether  PepsiCo  deserved  the 
is  another  matter.  Its  game  is  not  toi 
premium -price  products  but  to  o 
mama  out  of  die  kitchen  and  to  capii 
ize  on  the  powerflil  trend  of  const 
ers  of  eveiy  language,  race  and  cult 
to  prefer  packaged  goocis  and  f 
pared  foods  as  their  income  rises.  I 
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HIS  IS  THE  LATEST  THING  IN  MICROPROCESSORS. 
IN  12  MONTHS  IT  WILL  BE  OBSOLETE. 


HIS  IS  A  BRICK.  IN  12  MONTHS  IT  WILL  STILL  BE 
THE  LATEST  THING  IN  BRICKS. 


At  Hanson,  we  prefer  to  own  things  a  little  more  solid 
1  the  latest  trend  in  soUd  state.  Like  a  brick  company,  for 
nple.  Starting  with  our  first  brick  company  over  20  years 
we  have  become  the  largest  producer  of  bricks  in  the 
:ed  Kmgdom. 

Today,  we're  also  the  largest  integrated  supplier  of  build - 
materials  and  construction  services  in  the  United  States, 
ich  attests  to  our  belief  in  basic  industries  like  timber, 
sand  and  gravel. 

But  we  also  own  an  impressive  array  ol  businesses  with 
gnized  household  names  like  Jacuzzi  Whirlpool  Baths, 
imy  Armour  golf  equipment,  and  Farberware. 
Of  course  we  prefer  to  impress  our  shareholders  with 
ething  far  more  significant  than  household  names  —  our 


track  record.  Which  is  considered  one  of  the  most  enviable  in 
modem  financial  history. 

For  example,  over  the  last  28  years  our  earnings  per 
share  have  grown  at  an  annuahzed  rate  of  19%.  While  our 
gross  dividend  yield  at  year-end  1992  was  6.3%. 

And  since  being  listed  on  the  New  York  Stock  Exchange 
in  1986,  sales  have  soared  to  $15  billion  and  net  income  has 
nearly  tripled. 

There  is,  of  course,  a  reason  for  our  success:  a  management 
philosophy  steeped  in  common  sense.  Which  is  why  so  many  of 
our  businesses  provide  basic  goods  and  essential  services. 

The  kinds  of  businesses  that  not  only  build  homes  and 
highways,  but  our  shareholders'  future  as  well. 

For  a  copy  of  Hanson's  Annual  Report,  caU  1  -800-8-HANSON. 


HANSON 


iRKGATES     CIIKMICAL.S     COAL     CO  N  ST  R  T  CI  I C)  N  &  RlMLDINi;  PRODI  CIS      FORKST  FRODIJCTS  ■  TORACCO 


Latest  health  scare:  Sobriety  increases  your  chance  of  a 
heart  attack.  Like  other  health  scares,  it's  a  bit  overdone. 

Wishful  thinldng 


By  Suzanne  Jennings 

It  was  a  ray  of  hopk  for  the  liquor 
industry,  which  is  facing  declining 
sales  in  the  U.S.  and  will  no  doubt  get 
clobbered  with  a  sin  ta.x  one  of  these 
days  in  order  to  pay  for  health  care. 
The  hot  news  was  that  moderate 
drinking  cuts  the  risk  of  heart  attacks. 

Don't  open  a  bottle  of  champagne 
just  yet.  The  theor)'  that  teetotaling  is 
bad  for  you  could  turn  out  to  be 
another  health  scare  like  Alar  and 
cyclamates:  only  faintly 
true,  and  likely  to  lead  to 
bad  decisions  if  taken  too 
seriously. 

The  news  stories  calling 
moderate  drinking  a  pre- 
venter of  coronary  artery 
disease  started  surfacing  in 
November  1991.  Kaiser 
Permanente  Medical  Cen- 
ter, for  example,  has  re- 
leased data  that  suggest 
drinkers  of  wine,  liquor  and 
beer  are  all  less  likely  to 
develop  fatal  clogging  of 
their  coronar\'  arteries  than 
nondrinkers. 

Another  version  of  the 
theorv'  that  bad  things  are  good  for 
you  comes  from  the  land  of  bon 
vivants.  A  French  diet  of  red  wine  and 
hard  cheese  is  not  as  conducive  to 
heart  disease  as  might  be  expected, 
given  the  deadly  saturated  fat  content 
of  the  cheese. 

The  problem  with  these  health  re- 
ports is  one  shared  by  many  a  report 
on  eating  or  environmental  hazards: 
They  report  correlations,  not  cause 
and  effect.  If  moderate  drinkers  don't 
have  as  many  heart  attacks  as  non- 
drinkers,  is  that  because  of  the  drink- 
ing or  in  spite  of  it?  Perhaps  moderate 
drinkers  happen  to  be  the  sort  of 
people  who  exercise  more.  Statisti- 
cians, of  course,  make  an  attempt  to 
eliminate  the  eftects  of  extraneous 
factors,  but  they  can't  possibly  elimi- 
nate all  of  them  because  thev  can't 


know  them  all. 

One  hypothesis  is  that  alcohol  is 
protective  because  of  its  ability  to  raise 
blood  levels  of  high-densit)'  lipopro- 
teins, the  so-called  good  cholesterol. 
HOI.  reduces  the  clogging  of  coronary- 
arteries,  thereby  decreasing  the  risk  of 
heart  attack. 

But  this  is  just  a  hypothesis.  It  could 
be  that  the  alcohol  itself  is  of  no  health 
benefit.  One  study  claims  that  the 


benefits  of  drinking  are  limited  to  red 
wine.  Red  wine  has  a  variety  of  nonal- 
coholic compounds  that  could  in- 
clude the  coronan'  disease  preventive. 

Weigh  this  against  the  risks  associ- 
ated with  drinking,  even  moderate 
drinking:  stroke,  breast  cancer,  birth 
defects,  hypertension,  alcoholism,  car 
accidents.  A  stud)'  reported  in  1989  in 
Stroke  concludes  that  moderate  alco- 
hol consumption  increases  the  risk  of 
strokes  caused  by  bleeding,  although 
it  ciecreases  the  risk  of  strokes  caused 
by  blocked  blood  vessels.  In  the  coro- 
naiy  arten,',  which  supplies  the  heart 
muscle  with  oxygen,  bleeding  is  not 
an  issue;  the  killer  is  blockage.  So  tlie 
alcohol  may  be  reducing  the  risk  of  a 
fatal  coronarN'  at  the  same  time  it 
increases  the  risk  of  a  fatal  cerebral 
hemorrhage. 


Another  study,  reported  in  19 
the  New  England  Journal  of  i 
cine,  suggests  that  breast  cane 
about  50%  more  likely  to  devel 
women  who  consume  three  to 
drinks  per  week  than  in  women 
drink  less  than  that.  For  wonn 
childbearing  age,  there  is  alsc 
possibility  that  any  exposure  to 
hoi,  even  a  \ery  small  one,  risks 
age  to  a  fetus. 

Research  sponsored  by  the  Na 
al  Institute  on  Alcohol  Abuse  &:  t 
iioiism  further  drains  hopes  for 
drinkers  who  want  medical  just 
tion.  Dr.  Sam  Zakhari,  chief  ot 
medical  research  at  the  institute, 
marized  the  earlier  finding  that 
eludes  that  alcohol  consumption 
levels  increases  the  risk  of  cer 
hemorrhage.  He  also  believes  ! 
based  on  epidemiological  stu 
moderate  drinking  ma 
duce  a  slight  increa.s 
blood  pressure  in  mei 
addition,     the  insr 
found  that  drinking, 
in  moderation,  can 
duce    adverse  effects 
those  suffering  from  I 
disease  (such  as  cardie 
opathy,  the  inflamm; 
of  the  heart  muscle)  or 
ing  cardio\'ascular  mei 
tion  (such  as  drugs  to 
trol  irregular  heartbej 
high  blood  pressure). 

Zakhari  concedes 
moderate  drinking  car 
balance,  be  good  for  s 
people.  But  he  doesn't  recomn 
drinking  alcohol  to  ensure  cardie 
cular  health.  Ponder  this:  One  ir 
drinkers  is  an  alcoholic,  and  i 
individual  in  that  10%  started  oul 
social  drinker. 

Sa}s  Ford  Brewer,  a  physicia 
Executive  Health  Group,  a  nati 
organization  used  b)'  many  senio 
ecutives  for  annual  exams:  '■'We 
our  patients  that  until  there  are  clt 
indications,  the  choice  is  theirs.  1 
glass  of  alcohol  per  day  is  not  the 
y\  ay  they  can  improx  e  their  cardie 
cular  health." 

"If  they're  drinking  a  glass  o) 
wine  daily,  I'll  tell  them  it's  oka 
continue,  but  I  won't  tell  ther 
start,"  says  James  Slater,  a  physici; 
New  Canaan,  Conn.  'T  never 
anyone  that  alcohol  is  good." 
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Our  one-by-one  approach  to 
securing  your  financial  future 

gives  you  an  edge. 


The  Principal  Edgel 

Processing  customers  by  the 
dozen.That's  how  most  companies 
today  provide  financial  services.  But 
Financial  Strategies®"  from  The  Principal 
Financial  Group®  takes  a  fresh  approach. 
Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike.  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 
Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime.* 
Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time.The  Principal  Financial  Group, 
Des  Moines,  lA  50392-01 50. 

thel 

The  financial  company 
that  gives  you  an  edge.^'' 


Fmancial 
Group 


Products  and  services  offered  through  f!>rincipal  Mutual  Life  insurance  Company  ahe  PHncipai)  and  its  subsidiaries, 


Des  Moines,  I A  50392-01 50. 

•Increasing  the  amount  of  coverage  may  require  a  medical  exam. 


1992  Principal  Mutual  Life  Ins.  Co. 


The  much-hyped  new  interactive  multinnedia 
machines  designed  by  3D0  are  coming  to  stores  in 
October.  But  who  is  going  to  buy  these  things? 

Hyperinteractive 


By  Julie  Pitta 

If  you  want  to  bkt  against  William 
M.  (Trip)  Hawkins  III,  the  charismat- 
ic 39-ycar-old  founder  of  3DO  Co., 
you're  going  up  against  the  crowd. 

First,  there  are  the  three  communi- 
cations/entertainment giants  that 
collectivelv  ow  n  around  one-third  of 
the  San  Mateo,  Calif. -based  compa- 
ny: Matsushita,  at&i  and  Time 
Warner.  Next,  you'd  be  betting 
against  the  350  or  so  software  devel- 
opers that  are  spending  their  own 
money  to  create  games  and  other 


software  for  the  3 DO  format.  You'd 
be  betting  against  Wall  Street,  which 
values  the  fledgling  3DO  at  $520 
million,  even  though  it  is  in  the  red 
and  has  negligible  sales  to  date.  Final- 
ly, you  would  be  betting  against  Haw- 
kins himself,  a  technology  evangelist 
w  hose  first  enterprise  was  the  explo- 
sively successful  game  software  devel- 
oper Electronic  Arts. 

But  a  bet  against  Hawkins  has  one 
thing  going  for  it:  simple  economics. 
The  first  3DO-format  machines — 


compact  disc  players  that  attach 
television  set — will  be  sold  by  Ma 
shita's  Panasonic  subsidiary  at  a  n 
price  of  S700.  How  many  Ninte 
and  Sega  fans,  accustomed  to 
game  players,  are  going  to  pay 
much  more  for  a  fancier  format  \i 
more  vivid  graphics? 

This  is  more  than  a  bedroom  gi 
player,  says  Hawkins,  speaking  gra 
ly  of  a  future  in  which  the  3  DO  for: 
is  adopted  by  cable  networks,  sate 
television  stations,  telephone  Con- 
nies, schools  and  game  arcades.  Pa 
sonic's  box  will  play  music,  video  ; 
photo  compact  discs  as  well  as  intei 
tive  games.  But  when  the  machi 
appear  on  retailers'  shelves  in  Oc 
ber,  there  will  be  at  best  ten  CD  ti 
available  for  the  format.  I 

Hawkins  is  a  masterflil  salesmar 
the  st\  le  of  his  onetime  boss,  Ap 
Computer  cofounder  Steven  Jobs. 
Jobs  did  at  Next  Computer  with 
vestors  like  Ross  Perot  and  Can' 
Hawkins  persuaded  big  companies 


3D0's  Trip 

Hawkins 

A  muKimedia 

visionary,  but  is 

his  eyesight 

20/20? 
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C  for  Human  Potential 


Driving  the  ten-year-old  second  car 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 
^^jg^  husband  gave  me  an  NEC  portable  phone. 
I  didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere.'' 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UltraLite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti- 
tutions. In  homes  across 
the  country.  NEC  is  a 


part  of  people's  lives. 


For  more  information,  call  us  al  1-800-338-9549. 


TTalk> 


lebrating  30  years  in  America. 


COMPUTERS/COMMUMCATIONS 


bcl  on  a  high-risk  venture. 
Might  the  similarities  reach 
further?  Jobs  tried,  and 
failed,  to  create  a  new  per- 
sonal computer  in  a  market 
with  two  dominant  stan- 
dards: IHM  and  Apple. 

Hawkins'  attempt  to  cre- 
ate an  interactive  standard 
would  be  plausible  if  not  for 
the  fact  that  so  many  com 
peting  formats  are  alread\ 
out  there.  Videogame  gi 
ants  Nintendo  and  Sega  be 
tween  them  have  an  in 
stalled  base  of  55  million 
players  in  the  U.S.  They 
each  offer  games  in  two  dif- 
ferent   incompatible  car 
tridge  formats,  for  8 -bit 
and  16  bit  processors.  A 
Nintendo  cartridge  can't 
be  played  on  a  Sega  player 
and  vice  versa;  nor  can  an  8 
bit  cartridge  be  played  on  a 
16-bit  machine  without  an 
adapter.  There  are  plenty  of 
different  CD  formats  for 
multimedia,  for  hardware 
from  Philips,  Tancly,  IBM, 
Apple  Computer  and  Sony, 
and  almost  all  are  incom- 
patible with  one  another. 

With  the  exception  of  the 
Nintendo  and  Sega  game 
cartridges,  whose  com- 
bined sales  are  already  in  ■■■h 
the  billions  of  dollars,  none 
of  these  competing  interactive  for- 
mats is  a  runaway  marketing  success. 
But  their  very  existence  is  enough  to 
make  a  buyer  contemplating  a  $700 
player  pause  and  ask  himself:  What  if 
tliis  turns  out  to  be  the  next  Sony 
Betamax?  It  could  be  technically  ter- 
rific, yet  still  orphaned  at  a  young  age. 

Technically,  the  3 DO  compact  disc 
format  beats  16- bit  videogames 
played  off  cartridges.  The  3DO-de- 
signed  player  calls  for  a  central  pro- 
cessing unit  that  handles  32  bits  of 
data  at  a  time,  plus  two  custom-de- 
signed graphics  "engines"  that  do 
most  of  the  work,  plus  a  custom- 
designed  digital  signal  processor. 

Hawkins  claims  that  his  macliine 
can  process  pixels  50  times  as  fast  as 
Nintendo  and  Sega  16-bit  machines. 
Nintendo  disputes  tliis  point,  but 
there's  no  c]uestion  tlie  3DO  firepow- 
er enables  its  game  to  zoom  images 


»  - 


A  spaceship  in  a  game  from  Hawkins'  former  company, 
Electronic  Arts  (top);  a  videogame  version  of  Jurassic  Park  for 
Still  a  little  rough  around  the  edges. 


from  background  to  foreground  rath- 
er than  from  left  to  right  as  on  the 
cheaper  videogames.  "I've  seen  bits 
and  pieces  of  [software]  running  on 
the  [3DO]  macliine  that's  been  just 
awesome,"  says  Wesley  Nihei,  an  edi- 
tor ot  GamePro  Magazine.  "There's  a 
lot  of  power  in  that  little  box." 

But  game-style  video  remains  a 
long  way  from  what  movie  watchers 
expect  on  a  television  screen.  By  com- 
parison with  a  T\'  show,  3DO  has 
cartoonish  figures  with  rough  edges. 
If  the  consumer  is  looking  for  a  way  to 
display  a  National  Geographic  special 
on  wildlife,  a  VCR  player  playing  a 
movie  is  still  the  way  to  go — and  it 
costs  a  lot  less  than  $700. 

The  other  videogame  producers, 
meanwhile,  aren't  standing  still.  In 
August  Nintendo  announced  that  it 
would  work  with  Silicon  Graphics, 
die  manufacturer  of  high-end  graph- 


ics workstations,  on  a  (! 
bit  videogame  player.  At 
has  announced  a  64- 
Jaguar  game  that  is  sii 
posed  to  be  out  in  ea 
November. 

Hawkins  dismisses  i 
proposed  Nintendf)/S 
con  Graphics  machii 
"Nintendo  now  rcalii 
they're  way  out  of  positic 
It's  taken  a  while  f(^r  th< 
to  get  the  joke."  Wl 
about  the  price  difference 
"The  consumer  will  buy 
expensive  system  if  i 
worth  it,"  Hawkins  says. 

At  a  pep  talk  for  gai 
developers  a  year  ago,  3r 
dangled  a  prediction  tl 
sales  of  the  CD  plavers  coi 
reach  500,000  machii 
within  the  first  12  mom 
following  their  introdi 
tion.  (3DO  won't  mar 
facture  or  sell  the  playe 
but  aims  to  get  rich  fron 
$3  royalty  on  each  c:d  soI( 
The  developers  arei 
counting  on  that  volume 
Softrware  Toolworks  exec 
ti\'e  says  he's  internally  f 
uring  on  1 50,000  playi 
the  first  year. 
3D0  Hawkins   predicts  tl 

volume  sales  will  bring  t 
price  of  the  Panasonic  n 
chine  below  $500  in  n 
years.  But  will  even  that  price  attr; 
150,000  buyers.^  "We  introduced  c 
16-bit  system  a  couple  of  years  ago 
$199,  but  it  wasn't  until  we  got  t 
price  under  $150  that  sales  started 
take  off,"  says  Nintendo  of  Amer 
marketing  director  George  Harrisc 
Venture  capitalist  Donald  Vale 
tine  funded  both  Jobs'  and  Hawkii 
first  companies,  passing  on  their  s< 
ond  ventures.  "I  didn't  believe  in  t 
concept,"  Valentine  says  of  3DO. 
didn't  think  it  was  possible  for  a  sta 
up  to  set  an  entirely  new  stands 
against  some  very  formidable  coi 
petitors."  In  Next's  case,  Valenti 
was  right:  Earlier  this  year  lacklusi 
sales  forced  Jobs  to  scrap  his  compi 
er.  3 DO,  which  is  burning  through 
$41  million  bank  account  at  the  n 
of  $2  million  a  month,  is  a  long  w 
from  Next  Computer's  fate,  but  it 
battling  stiff  odds.  I 
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We're  always 
improving 
our  track  record 


1990 

1991 

1992 

Sales 

19,964 

19,964 

27167 

Capital  Expenditure 

10,610 

1 1,827 

10,637 

IMet  Profit 

1,367 

1,413 

1,425 

The  STET  Group  in  billions  of  lire 

At  Stet,  we  treat  every  project  as  a  challenge,  every 
achievement  as  a  reason  to  set  new  goals.  It's  this  atti- 
tude to  business  that  confirnned  STET  as  one  of  Italy's 
entrepreneurial  successes  of  1992.  The  acquisition  of 
Finsiel  in  Italy  and  the  expansion  of  our  worldwide  oper- 
ations has  nneant  that  STET  now  comprises  more  than 
100  telecommunication  companies.  The  STET  Group 
activities  include  manufacturing  and  engineering,  net- 
work installations,  services  management  and  state-of- 
the-art  data  management  and  satellite  communications 
systems.  Working  together  as  a  group,  we  are  taking 
Italian  telecommunications  into  the  next  century.  We 
know  where  we're  going  and  we're  getting  there.  Fast. 


T.  Working  for  the  advancement  of  Italian  telecomnnunications  since  1933 


IHI group 


COMPUTERS/COMMUNICATIONS 


Score  one 
for  Compaq 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  In  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Many  ohskiop  coMrLiiKR  compa- 
nies may  be  doing  poorly  tiiese  days, 
but  business  is  brisk  in  the  somew  hat 
larger  systems  known  as  senders, 
which,  when  installed,  handle  the 
bulk  of  the  processing  needs,  leaving 
desktop  machines  or  client  comput- 
ers more  or  less  unencumbered. 
Growth  in  the  ser\'ice  business  will 
continue  to  dim  the  prospects  for  the 
older  mainframe  and  minicomputer 
manufacturers,  namelv,  IBM  and  Dig- 
ital Kquipment,  and  brighten  those 
for  several  smaller  companies,  nota- 
bly Compaq  C^omputer. 

Compaq  is  the  leading  \endor  of 
network- related  hardware  and  gaxe 
the  server  movement  a  significant 
boost  when  it  enterecl  the  market  fi\  e 
years  ago  witli  its  SvstemPro. 

During  those  years,  it  hasn't 
been  easy  persuading  the  corporate 
world  to  use  $7,500  servers  con- 
nected to  networks  of  small  comput- 
ers to  do  work  that  S250,000  main- 
frame computers  used  to  do.  As  a 
result,  the  young  serx'er  companies, 
such  as  NetFrame  Systems,  Parallan 
Computer  and  Tricord  Systems, 
have  not  grown  as  rapidly  as 
their  backers  expected.  Nonethe- 
less, sales  of  servers  have  been  rising 
considerably  faster  than  those  of 
desktop  systems  in  the  last  few  years. 
Now,  almost  half  a  million  servers 


are  sold  ever}'  year,  creating  a  com- 
puter-industry segment  of  almost 
84  billion. 

Although  Iricord  is  just  turning 
profitable,  its  sales  more  than  doubled 
last  year.  Sales  also  are  growing  rapid 
Iv  at  NetFrame  and  Parallan,  and  both 
companies  are  netting  about  12  cents 
on  the  dollar.  All  three  t)f  these  com- 
panies trade  on  Wall  Street  at  four  to 
six  times  sales. 

Fven  Apple  has  entered  the  server 
business,  as  it  has  been  promising 
to  do  for  years.  The  rising  demand 
for  compatibility  among  servers  and 
improx  ements  in  software,  however, 
are  stimulating  server  designs  that 
will  quickly  leave  the  new  Apple 
servers  behind.  Don't  expect  big 
things  from  Apple  until  the  arrival 
next  year  of  new  systems  based  on 
the  Power  PC  microprocessor  devel- 
oped in  cooperation  with  IBM  and 
Motorola. 

One  reason  for  the  growth  of  ser\  - 
ers  is  that,  like  all  computers,  the 
machines  become  less  expensive  at 
the  same  time  they  become  taster.  A 
System  Pro  w  ith  80  megabytes  of 
main  memor\'  and  tw  o  processors  can 
handle  demands  from  1,740  attached 
desktop  PCS,  handling  172  transac- 
tions per  second 

This  pace  should  accelerate  with 
the  arri\'al  of  more-powerftil  micro- 
processors, such  as  IntePs  Pentium, 
and  a  technolog)'  known  as  symmetric 
multiprocessing.  In  symmetric  multi- 
processing all  work  is  shared  among 
several  processors;  in  the  less  efticient 
asymmetric  alternative  each  processor 
is  given  a  job  of  its  own  and  sits  idle 
when  that  job  is  complete,  no  matter 
how  much  work  remains  for  the  oth- 
ers to  do. 

In  addition  to  processing  speed, 
sei-vers  are  being  endowed  with  fault- 
tolerant  features  once  found  only  in 
far  more  expensi\e  machines  from 
Tandem  Computer  and  Stratus  Com- 
puter. Now^  seners  can  operate  for 


long  periods  and  recover  q| 
when  something  goes  wrong, 
works  that  connect  sen  ers  and 
computers  also  are  becoming  fai 

The  principal  force  behind 
growth,  however,  is  the  arriv 
better  software,  which  is  finalK 
ing  it  possible  for  companies  t< 
serious  business  applications  oj: 
works  of  cheap  desktop  com  pi 
The  jobs  that  serxers  can  do  ar 
panding  beyond  simple  sharii 
tiles  and  electronic  messages  int 
realm  of  searching  for  and  organ 
data,  in  the  fashion  of  the  best  r 
frames.  Critical  to  such  tasks  arc 
more  powerful  data-organizing 
w  are  from  Gupta,  Oracle  and  Sy 
NovelPs  network-organizing 
ware  will  probably  be  supplemc 
later  this  vear  with  an  operating 
tem  that  takes  tiill  advantage  of  < 
puters  with  more  than  one  ce 
processing  chip. 

Other  vendors  of  sener  oper; 
systems  are  impnn  ing,  too.  The  ^ 
Cruz  Operation,  a  leading  proc 
of  Unix  operating  systems,  whic 
w  idely  used  for  sen  ers,  is  makin 
Unix  versions  more  compatible 
competitors'  products.  Banyan  i 
tems  has  extended  the  reach  r 
Vines  operating  system  beyond 
high  end  of  the  market  into  insi 
tions  of  as  few  as  five  PCs.  Micrc 
has  begun  to  sell  its  long-awaited 
fa\'orably  reviewed  serxcr  operc 
system,  Windows  NT. 

Among  makers  of  boxes,  the  pr 
pal  beneficiar)'  of  the  trend  to\ 
ser\ers  is  Compaq.  The  compc 
etlbrts  in  serx  ers  hax  e  been  out  o 
spotlight  for  the  last  year  or  so  v 
Eckhard  PfeifFer  was  busy  tur 
around  the  company's  much  Is 
business  in  desktop  and  portable 
tems.  Senders  should  begin  retur 
to  focus,  however,  now  that  Con 
has  reorganized,  cut  its  costs 
repaired  its  relations  with  ] 
and  Microsoft. 

When  the  company  announc 
new  family  of  sen  ers,  as  it  is  expe 
to  do  in  early  fall,  the  techno 
and  pricing  will  no  doubt  be  imj 
six  e.  More  important  x\  ill  be  the 
ous  business  programs  that 
machines  can  mn.  The  list  sb 
help  persuade  corporate  informs 
managers  that  sen  ers  are  no  lo 
just  gloritied  PCs. 
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Many  of  Rockwell's  most  successful  launches 
have  nothing  to  do  with  space. 


Rockwell  builds  and  delivers  sunroofs  to  order 
in  just  over  two  hours,  instead  of  two  weeks. 


Rockwell  battles  highway  congestion 
by  converting  defense  electronics  technology. 


Goss  presses  from  Rockwell  fill 
newspapers  worldwide  with  more  local  color 

Rockwell  is  known  for  building  Space 
Shuttles  and  powering  them  into  orbit. 
But  we  also  launch  new  applications  of 
technology  New  manufacturing  processes. 
New  ways  to  manage.  And  new  responses 
to  our  customers'  needs. 

We've  leveraged  our  automotive  and 
industrial  automation  know-how  to  build 
and  deliver  aerodynamic  sunroof  systems 
just  in  time— responding  in  136  m.inutes 
instead  of  two  weeks. 

We've  converted  our  defense  electronics 
technology  to  create  smart  highways  for 
safer  and  more  efficient  travel. 

We've  designed  and  built  printing 


Rockwell  process  improvements  save  NASA  over 
20%  on  Space  Shuttle  operations  and  main  engines. 

presses  that  integrate  our  electronics  and 
graphic  systems  expertise.  Giving  news- 
papers a  competitive  edge  through  greater 
operating  efficiency  and  flexibility  in  the 
use  and  placement  of  high-quality  color 

And  we've  employed  Continuous 
Process  Improvement  practices  to  save 
NASA  millions  of  dollars  on  Space  Shuttle 
operations  and  main  engines. 

In  Electronics,  Aerospace,  Automotive 
and  Graphics,  Rockwell  people  are  driven 
by  a  restless  dissatisfaction  with  the 
status  quo.  Continually  launching  innova- 
tive answers  for  our  customers  in  each  of 
the  markets  we  lead. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


inpiuniD 

SCIENCE  a  TECHNOLOGY 


PC  Berlitz, 
robot  dispensary 


COMMENTARY  BY  MICHAEL  6IANTURC0 


Michael  Gianturco  Is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  In 
science  and  technology  stocks. 


It  is  not  uncommon  or  unexpected 
for  a  youthful  technology  company  to 
double  its  sales  in  the  course  of  a  year. 
But  it  is  rare  for  such  a  company  to 
show  good  profits  while  doing  so. 
Rapid  growth  is  costly,  and  it  usually 
takes  a  toll  at  the  bottom  line.  When 
you  notice  a  company  that  is  both 
rapidh'  growing  and  highly  profitable, 
it  usually  merits  a  closer  look. 

Two  technology  companies  turned 
in  eye-popping  results  for  the  June 
quarter.  Edusoft,  a  Tel  Aviv  company 
with  U.S.  offices  in  Orlando,  Fla., 
posted  revenue  growth  of  162%  over 
its  year-ago  quarter,  coupled  with  a 
net  profit  margin  of  19%.  Pyxis  Corp. 
of  San  Diego  gained  161%  in  revenues 
and  sustaineci  a  striking  net  profit 
margin  of  24%. 

Edusoft  makes  educational  soft- 
ware. It  has  the  powerful  ad\'antages 
that  go  with  technology  enterprises  in 
Israel:  tax  incentives  and  access  to 
bargain-priced  brainpower — expatri- 
ate scientists,  engineers  and  program- 
mers from  the  former  U.S.S.R.  In 
addition  to  tliese  adx  antages,  Edusoft 
has  devised  a  particularly  effective 
tactic  for  software  development  and 
marketing. 

Edusoft  forms  partnerships  with  its 
larger  customers — Berlitz,  Siemens 
and  Bank  Leumi,  among  others.  The 
cost  of  soft:ware  development  is  either 


shared  by  or  shifted  to  the  partner. 
When  the  product  is  finished,  Edusoft 
will  t\pically  return  royalties  to  the 
partner.  It  thus  sacrifices  some  profits 
on  winners,  but  avoids  the  drain  on 
capital  while  waiting  to  see  if  a  prod- 
uct will  fiy.  The  arrangement  is  \er\' 
similar  to  the  research  partnerships 
formed  between  large  drug  compa- 
nies and  small  biotechs. 

For  Siemens,  Edusoft  has  created 
software  to  teach  electronics  to  engi- 
neers and  technicians.  This  is  a  subject 
that  is  a  natural  for  teaching  via  com- 
puter, since  animated  illustrations  (as 
of  waveforms)  can  be  used  to  make 
circuitry  make  sense  ver\'  quickly. 
Edusoft  expects  to  sell  the  product  to 
other  electronics  firms,  paying  a  roy- 
alty of  up  to  20%  of  sales  to  Siemens. 

With  Berlitz  as  its  partner,  Edusoft 
has  written  computer  programs  that 
use  voice  chips,  video,  sound  and 
animation  to  teach  languages.  Its  pro- 
gram to  teach  English  as  a  second 
language  is  out,  and  more  will  follow. 

Altogether,  Edusoft  offers  more 
than  100  interactive,  full-color  educa- 
tional softAxare  products  in  math, 
physics,  biolog\',  chemistn,',  electron- 
ics, telecommunications  technolog)', 
language  teaching  and  early  child- 
hood education. 

This  libraiT  of  instructional  soft- 
ware is  available  in  as  many  as  15 
different  languages.  This  is  because  of 
the  company's  background,  which 
has  historically  been  in  marketing  to 
multilingual  Europe.  But  it  turns  out 
to  be  quite  helpful  in  marketing  in  the 
U.S.  as  well.  An  arithmetic-teaching 
program  (S300)  that  happens  to  be 
available  in  both  Elnglish  and  Spanish 
is  an  especially  attracti\e  product  in 
south  Texas,  Miami  and  California. 

Eciusoft  is  small.  Annual  sales  this 
year  will  probabK'  be  less  than  S5 
million.  So  its  rapid  revenue  growth  is 
arithmetically  easy.  Profits  in  its  busi- 
ness are  not  at  all  easy,  but  Edusoft 
seems  to  have  found  the  right  formu- 


la. The  stock  is  a  buy  on  dips  to 
even  though  the  p/k  is  a  fairly  lofty 

Pyxis  is  a  much  larger  coinp 
with  an  equally  spectacular  revci 
growth  and  net  margin.  It  could  fj 
in  revenue  of  $85  million  this  vear. 
from  S300,000  for  1990.  It  isacla 
cally  simple  storx'  of  a  great  idea  t 
has  taken  off.  The  idea  is  to 
hospital  drugs  in  automat-st\'Ie  i 
pensers.  Nurses  enter  patient  ID  co 
and  their  own  access  numbers;  a  ( 
ousel  bin  opens  up  to  deliver 
prescribed  medications  for  each 
tient.  The  dispensing  machine 
linked  to  a  central  computer,  so  t 
the  medication  inventor\-,  deli\ 
and  billing  are  constantly  and  ac 
rately  monitored. 

Patients  are  reassured  by  the  : 
tem,  since  it  diminishes  the  distu 
ingly  high  frequency  of  incori 
medication  that  can  occur  wl 
nurses  must  hand  out  pills  selec 
from  an  open -topped  cart.  Hospi 
appreciate  the  system  because  it 
duces  the  number  of  prescripti 
that  are  never  properly  billed  to 
tients.  Pyxis  also  makes  it  easier 
control  narcotics  and  other  tigl 
regulated  drugs. 

Pyxis  to  pically  leases  its  machii 
as  many  as  30  in  a  200-bed  hospi 
They're  on  four-  to  five-year  none 
celable  contracts  worth  $475  to  $( 
per  month  to  P^'xis. 

This  is  ultimately  going  to  b 
billion-dollar  business.  It  is  not  c 
what  competition  ma\'  emerge, 
P^Tcis  has  the  strong  advantage 
having  invented  the  idea.  The  syst( 
\\ea\e  themsehes  into  the  pract 
and  procedures  of  the  hospitals  t 
install  them.  Once  a  hospital  has  st 
dardized  on  the  Pyxis  system,  it  is 
likeh'  to  s\\  itch  to  a  competitor — ; 
an\'x\  a\',  at  this  early  stage,  there  is 
really  significant  competition. 

Pyxis  sells  at  54%,  which  is  55  tii 
trailing  earnings  of  99  cents.  I  wo 
buv  on  an\  retreat  below  50. 
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Obituaries  or  opportunities? 


lews  isn't  all  bad.  Early  involvement  can  greatly  reduce 
jture  cost  of  environnnental  risk.  Developing  a  proactive 
is  not  just  something  you  can  delegate;  it's  your 
Dany  on  the  line. 

yi-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
'ican  Re-Insurance  Company,  has  specialists  in 
onmental  technology  and  reinsurance.  We  are  uniquely 
ioned  to  facilitate  an  environmental  financial  plan  that 
ipates  future  costs  and  identifies  ways  to  reduce  them. 
9  creating  an  open  forum  that  allows  us  to  draw  upon 
irces  both  within  and  outside  our  com.pany.  To  spot  potential 


liabilities  and  suggest  ways  to  minimize  them  through  pollution 
prevention  and  waste  reduction,  dispute  resolution  and  the 
newest  recycling  technologies.  Unscramble  the  acronyms  of 
governmental  regulations  and  work  toward  cost-effective 
compliance.  And  help  isolate  marketable  technologies  that  can 
preserve  jobs  and  keep  your  competitive  edge.  We  respect  the 
problems  and  opportunities  involved  in  building  public  trust 
while  preserving  the  position  of  your  balance  sheet. 

Environmental  liability  costs  us  all.  For  more  information 
on  what  we  can  do  about  it,  call  Corporate  Communications 
at  609-243-4339, 


AM  RE  SERVICES,  INC. 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 


Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City,  Minneapolis,  Montreal,  New  York, 

Ptiiladelphia,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo.  Toronto,  Vienna 


You  asked  your  son  or  daughter 
to  join  the  business.  But  it's  not 
working  out.  Now  what  do  you  do? 

Family 
matters 


By  Brigid  McMenamin 

JoK  Hardv'S  84  Lumber  Co.  is  a 
family-owned  retail  chain  based  in 
Eightyfour,  Pa.  Hardy,  70,  says  he's  a 
"family  oriented"  guy. 

Maybe,  but  when  his  vice  presi- 
dent, Joe  Jr.,  starteci  showing  signs  of 
multiple  sclerosis,  what  did  dad  do?  "I 
threw  him  out!"  growls  Joe  Sr.,  who 
was  once  a  member  of  The  Forbes 
Four  J-Iundred. 

Of  course  you  want  to  bring  your 
children  into  the  family  business.  It's 
only  natural.  But  what  if  they  aren't 
up  to  the  job?  How  do  vou  choose 
between  the  kid's  ego  and  solvency? 
Joe  Sr.  claims  he  chose  solvency. 

"He'd  get  real  tired  and  stuff,"  he 
says  of  his  son.  But  insiders  sav  father 
and  son  also  clashed  about  the  future 


of  the  SI  billion  (re\enues)  company. 

While  junior  wanted  to  challenge 
Home  Depot  in  the  do-it  yourself 
market,  dad  believed  84  Lumber's 
best  bet  was  to  stick  with  professional 
contractors. 

Fired  in  1988,  Joe  Jr.  took  some  of 
dad's  best  people  and  started  his  own 
real  estate  firm  down  the  road. 

Hardy  pere  couldn't  ask  his  voun- 
ger  son  to  step  in  because  he'd  already 
canned  Paul,  43,  a  few  years  earlier. 
"Joe's  a  tough  guy  to  work  for,"  sighs 
a  former  aide.  He  started  grooming 
daughter  Maggie,  then  23,  to  run  the 
company.  She  is  now  executixe  vice 
president. 

Five  years  later,  84  Lumber's  glon- 
tiavs  are  over.  Do-it-vourselfers  still 


Dart  Group's  Herbert  Haft  and  son  Robert 
No  one's  smiling  now. 


prefer  Home  l')epot,  while  the 
swear  by  Payless  Cashways  (FoH 
Au^.  16). 

Joe  Hardy's  no  longer  amonyj 
Forbes  Four  J  lundred.  And  he  ad 
things  aren't  exactly  back  to  nornii 
home.  His  son  is  "still  a  little  pissfl 

The  Hardy  feud  pales,  of  course 
comparison  with  the  Haft  family  f(i 
On  June  30  Dart  Ciroup  fouii 
Herbert  Haft,  73 — another  fori 
member  of  I  he  Forbes  Four  \\ 
dred — abruptly  ousted  son  Roll 
40,  as  president  of  the  SI. 3  bill 
(revenues)  company  and  angrily 
ofi  his  $L1  million  annual  salary. 

Wasn't  Robert  doing  a  good  jo 

"I  can  vouch  for  that,"  says  P 
dom  House  Chairman  Alberto  Vit 
who  often  did  business  with  Da 
Crown  Books  subsidiary.  "This 
family  situation." 

He  can  say  that  again.  Robe 
mother  took  her  eldest  son's  si 
Herb  Haft  is  one  of  the  more  al: 
si\'e — some  would  say  downright  i 
t\' — of  the  current  crop  of  busir 
magnates.  He  proceeded  to  throw 
wife,  Gloria,  66,  off  the  comp 
board.  Then  he  replaceti  Robert  v 
his  younger  brother  Ronald,  M 
shopping  center  developer  with 
experience  in  the  business. 

In  August  Gloria  filed  for  di\'o 
accusing  her  husband  of  infidel 
violence  against  her  and  daugl 
Linda,  and  shady  dealings  designee 
cheat  her  out  of  her  fair  share  of 
family's  wealth.  It's  all  spelled  ou 
court  papers  and  prox\'  statement; 

Who  will  win?  "Nobod\'  win; 
these  things,"  scoffs  family  busir 
expert  Leon  Danco,  70.  But  there 
ways  to  control  the  losses. 

One  is  to  break  the  news  your 
and  explain  why.  That's  the  lessor 
be  learned  from  the  \\dL\  Walt  I 
ney's  nephew  Roy  dismissed  W'i 
son-in-law.  Chief  Executive  Roi 
Miller,  in  1984. 

Roy,  then  54,  didn't  have  the  £ 
to  tell  Ron,  51,  that  he  was  out. 
director  Philip  Haw  ley  had  to  br 
the  bad  news. 

"Miller  was  astonished  and  ftiric 
He  fell  apart.  He  wept,"  writes 
Flower  in  Prince  of  the  Majjic  Ki 
dom  ( John  Wiley  &  Sons,  1991 ). 

Disney  paid  Ron  more  than  $ 
million  to  get  lost.  It  was  money  \ 
spent.  Disne\'  then  hired  Micl 
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cr  at  $750,000  a  year— 50%  more 
I  Ron  was  pulling  down — and  the 
![\my  became  one  of  the  classic 
around  stories. 

family  squabble  involving  Illinois 
lia  mogul  Joe  McNaughton,  74, 
a  less  happy  conclusion, 
or  three   generations  the  Mc- 
.  ightons  published  the  Effinjjham 
I  I  Daily  News  {circ.  13,000).  Joe 
icd  45%.  Daughter  Mary  held 
i;  daughter  Jo  Ann  had  21%.  Their 
sin  Alex  had  19%. 
n  1985  Joe  asked  Jo  Ann  to  take 
r  so  he  could  tend  to  his  radio 
lions.  She  and  her  editor/husband 
Iris  Kade  started  turning  the  sleepy 
Jill-town  paper  into  a  liberal  rag.  At 
it  that's  how  it  seemed  to  some 
"^ertisers. 

oe  asked  his  son-in-law  to  take  it 
y.  He  wouldn't  budge.  "She  [Jo 
n]  was  caught  in  the  middle,'"  sighs 
lend.  Jo  Ann  chose  to  side  with  her 
>band.  "She  gave  her  father  an 
imatum." 

iie  rejected  it  and  fired  both  Jo 
n  and  Chris. 

b  Ann  wept.  Her  mother  was  en- 
;ed.  She  ordered  her  elderly  hus- 
id  out  of  the  house.  He  moved  to 
oom  over  a  friend's  garage  for  a 
ie  while. 

3ut  of  management,  Jo  Ann  decid- 
to  sell  her  shares  and  her  sister 
:ided  to  do  the  same.  By  New 
ir's,  Ithaca,  N.Y.-based  Park  Com- 
nications  owned  the  paper, 
rhe  McNaughtons  got  a  pretty 
my  for  it — about  $10  million.  But 
y  aren't  local  publishers  any  long- 
and  Jo  Ann  for  one  wishes  they 
re.  She  regrets  having  confronted 
■  father  and  is  beginning  to  mend 
ces  with  Joe. 

2an  these  messy  situations  be  re- 
^ed  with  fewer  dire  consequences.^ 
iquently,  yes. 

\$k  David  Bork  of  the  Bork  Insti- 
e  for  Family  Business  in  Aspen.  He 
ently  saw  a  family  business  ease  out 
three  sons,  aged  34  to  41 . 
^ach  son  owned  20%  of  the  compa- 
a  Western  retail  firm  generating 
million  in  annual  profits.  But  mom 
1  dad  still  had  control.  Which  of  the 
ee  boys  would  succeed  them?  All 
ee  wanted  the  job.  The  family 
cd  Bork  to  help  them  decide, 
l  ogether  they  identified  the  neces 
Y  skills.  Then  they  talked  about 


Herbert  and 
Gloria  Haft 
flanked  by 
second  son, 
Ronald,  and 
daughter  Linda 
Now  it's  Ronald 
and  Herbert  versus 
Gloria,  Linda 
and  Robert. 


each  son's  record.  "We  spent  morn- 
ing, noon  and  night"  discussing  the 
options,  says  Bork.  The  conclusion? 
All  three  sons  would  have  to  go. 

Why?  Not  one  of  them  had  the 
right  stuft^.  And  together  "they  were 
at  each  other's  throats,"  says  Bork. 

Would  the  boys  risk  their  inheri- 
tance by  defying  the  consultant's  rec- 
ommendation? The  three  sons  agreed 
to  leave  the  business.  An  outsider 
would  be  brought  in,  but  they  would 
inherit  full  ownership. 

"It  was  a  family  decision,"  says 
Bork.  "Everybody  is  really  quite  hap- 
py with  it." 

There  are  some  lessons  to  be 
learned  from  all  of  this. 

Lesson  1:  Think  twice  before  you 
hire  your  offspring  in  the  first  place. 
Are  you  certain  he  has  the  stufl) 

Lesson  2:  Once  he's  hired,  treat 
him  as  you  do  other  employees.  Don't 
start  rationalizing  away  his  weakness- 
es. Raises  and  promotions  should  be 
based  on  performance.  Better  to  an- 
ger your  heir  by  refiising  raises  today 
than  have  to  disrupt  the  company  by 


firing  him  or  her  later. 

Lesson  3:  Thinking  of  giving  your 
offspring  shares  in  the  business?  Make 
sure  you  have  a  right  to  buy  him  out. 

Lesson  4:  If  the  heir  doesn't  work 
out,  tell  him  yourself  Do  it  while  he's 
still  young  enough  to  start  another 
career.  "The  longer  a  guy  stays,  the 
harder  it  gets,"  says  consultant 
Leon  Danco. 

Lesson  5:  Don't  criticize  your  heir- 
anointed  in  front  of  others.  If  you 
macie  the  wrong  choice,  don't  take  it 
out  on  him  or  her.  Failure  is  bad 
enough,  humiliation  is  worse.  You 
made  the  mistake,  not  your  offspring. 

Lesson  6:  Okay,  the  time  of  deci- 
sion arises.  Your  son  or  daughter  has 
been  given  a  chance  and  proved  want- 
ing. It  will  be  hard  to  do,  but  level 
with  the  about-to-be-fired  offspring. 
Explain  where  he  or  she  went  wrong 
and  why  you  think  he  is  jeopardizing 
your  life's  work  and  his  own  inheri- 
tance. But  do  it  privately.  No  matter 
how  miffed  he  or  she  may  be  at  the 
time,  chances  are  you'll  be  reconciled 
one  day.  H 
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The  food  is  terrible,  the  accommodatioris  primitive 
and  the  hangovers  virulent.  Yet  Mongolia  still  has 
its  charms— especially  if  you  like  mutton. 

From  yurt 
toyurt 


by  air  from  Moscow  and  Beijing 
tlic  Mongolian  border  guards 
surprised  and  confused  by  our  an 
one  atternocm.  While  they  dith 
and  tried  to  telex  higher-ups, 
worked  hard  at  making  friends 
evening  tell,  we  had  our  sleeping 
spread  on  the  guardhouse  Hoor 
were  entertaining  the  guards 
their  families  with  our  gear, 
games,  magic  tricks  and  photoi 
ing.  And  booze.   Between  us 


By  Rita  Koselka 

I'VE  ALWAYS  WANTED  to  go  to  Mongo- 
lia. Genghis  Khan.  The  Gobi  Desert. 
Wild  horses  on  the  steppes.  I  finally 
did  it.  I  spent  3V2  weeks  bicycling 
there  this  summer  with  five  friends. 

Byway  of  preparation  I  started  with 
a  guidebook  newly  published  by 
Lonely  Planet.  As  far  as  I  could  dis- 
cover, it's  the  only  one  published,  and 
it  was  quick  to  point  out  that  a  visit  to 
Mongolia  is  not  a  walk  in  the  park.  For 
one  thing,  it  recommends  that  you 
even  bring  your  own  food.  It  also 
points  out  that  Mongolia  still  suffers 
from  occasional  outbreaks  of  bubonic 
plague.  Another  caution:  "drunken 
men  who  become  very  aggressive." 


Getting  there  isn't  easy,  either. 
From  New  York  it's  a  three -dav,  four- 
flight  trip  via  Helsinki  and  Moscow  to 
the  Siberian  town  of  Abakan,  and 
thence  to  Kyzyl — the  capital  of  the 
Russian  province  of  Tuva,  on  the 
Mongolian  border.  There,  earning 
my  disassembled  bike,  spare  parts  and 
tools,  and  about  40  pounds  of  gear,  I 
met  my  fixe  friends,  who  had  been 
touring  the  Russian  Far  FLast. 

We  planned  to  enter  Mongolia  by 
bicycle  at  a  nearb\'  border  station  that 
had  ne\'er  before  admitted  Western 
trax  elers.  Until  recently,  tourists  were 
supposed  to  enter  the  country  at  Ulan 
Bator,  Mongolia's  capital,  reachable 


ABOVE: 
A  country  yurt, 
highly  mobile 
The  felt  roof  is 
also  handy  for 
aging  cheese. 


LEFT; 

The  author,  with 
trusty  transport 
In  the  land 
of  Genghis  Khan 
for  3V2  weeks. 
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ed  at  least  three  bottles 
Ika. 

e  next  morning,  fairly  hung 
we  were  waved  through.  As  the 
Is,  also  hung  over,  stamped  our 
orts  they  noticed  something  I 
't  mentioned  to  my  companions, 
is  my  birthday.  All  the  guards 
me  a  cheer,  joined  us  for  another 
and  off  we  went  into  Mongolia. 
:er  two  days  of  pedaling  west- 
along  infrequendy  paved  roads. 


over  high  mountain  passes  and  a  bar- 
ren steppe,  and  camping  out  in  our 
tents  pitched  along  the  roadside,  we 
were  close  to  the  provincial  capital  ot 
Ulangom.  Now  on  the  generally  de- 
serted roads  we  began  to  encounter 
trucks  and  motorcycles — and  Mon- 
golian friendliness  and  curiosity  about 
foreigners.  Without  exception  the  ve- 
hicles would  stop  and  we  would  be 
offered  booze  and  cheese;  the  latter 
foul-tasting  stuff  was  supposed  to 


bring  good  luck  on  journeys. 

A  few  miles  before  entering  Ulan- 
gom, we  were  surprised  by  an  im- 
promptu welcoming  committee.  Ad- 
vised of  our  approach  by  a  truck  driv- 
er, a  local  schoolteacher  had 
mobilized  his  bicycle  club,  which  cy- 
cled out  to  escort  us  into  town.  We 
entered  Ulangom  with  our  entourage 
in  triumph,  people  lining  the  streets, 
clapping  and  welcoming  us.  The  next 
day  we  were  guests  of  honor  at  the 


ABOVE  LEFT: 
Coaxing  along 
the  bottle  truck. 

ABOVE: 

Taking  time  out 
for  tea. 


LEFT: 

A  fellow  traveler 
Using  the  more 
traditional 
conveyance. 
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festival,  a  kind  of  county  fair,  with 
children's  horse  races,  archery  con- 
tests, volleyball  and  Mongolian  wres- 
tling. This  wrestling  might  do  well  on 
American  TV;  it  involves  two  nearly 
naked  men  pushing  against  each  oth 
er  until  one  falls  down.  The  winner 
prances  about  waving  his  arms  in  the 
"eagle  dance." 

From  LHangom  we  headed  south 
into  the  moimtains,  angling  toward 
the  Kazakh  province  of  Bayan-Ulegei. 
The  terrain  was  breathtaking — harsh, 
rocky  mountains  and  grand,  stark  ho- 
rizons with  few  trees  and  ever  chang- 
ing clouds.  Except  in  the  towns  the 
roads  were  just  tire  tracks  across  the 
steppe.  The  Soviet  built  infrastruc 
ture  is  crumbling.  We  crossed  on 
planks  over  three  collapsed  bridges. 

The  schoolteacher  from  Ulangom 
rode  with  us  the  first  few  days,  and  we 
visited  his  relatives  or  former  stu- 
dents, who  lived  in  yurts  in  the  moun- 
tains. Most  Mongolians  live  in  yurts, 
round  white  felt  tents  that  they  pick 
up  and  move  in  search  of  pasture  for 
their  livestock.  Even  in  the  towns  and 
some  larger  cities,  most  people  still 
live  in  ytirts,  less  comfortable  perhaps 
but  a  lot  more  attractive  than  the 
scattering  of  Soviet-style  concrete 
apartment  buildings. 

Some  town  yurts  even  ha\'e  elec- 
tricity— you  can  sec  the  occasional  I'V 
and  refrigerator,  but  never  running 
water.  In  the  center  of  the  yurt,  there 
is  invariably  a  small  metal  stox  e  where 


the  family  cooks  and  heats,  sometimes 
with  wood  but  more  often  w  itii  dried 
animal-dung  cakes. 

We  spent  most  of  our  nights  lined 
up  like  sardines  in  our  sleeping  bags 
on  the  floor  of  some  new  friend's  yurt. 
We  communicated  uitli  hand  signals 
and  body  language  and  a  few  words  of 


On  the  road  again 

Very  little  roadway  is  paved. 


Russian,  which  was  compulson'  in 
schools  when  Mongolia  was  a  So\'iet 
satellite. 

E\'en'one  tried  to  feed  us — always 
the  same  thing,  boiled  mutton.  Mon- 
golians have  a  charming  way  of 
slaughtering  sheep:  The  butcher 
makes  an  incision  below  a  live  sheep's 
rib  cage,  then  sticks  in  his  hand  and 
snaps  the  aorta.  The  point  is  not  to 
waste  any  blood — which,  after  being 


boiled,  is  considered  a  great  deli 
I  he  preparation  and  cooking  ( 
mutton  is  unusual,  too.  Indeti 
nate  sheep  body  parts  are  stuffec 
the  aiiimal's  main  organs,  and 
boiled.  Sound  revolting.'  Then  i 
twice  before  coming  here.  B 
mutton  is  on  the  menu  evcty 
Sometimes  three  times  a  day.  Hi 
nately,  I  have  a  cast-iron  stomach 
the  two  vegetarians  in  our  troup( 
a  rough  time.  I  don't  think  we  < 
vegetable  in  all  of  Mongolia, 
flour  for  bread  or  pasta  is  scarce 
local  diet  is  entirely  meat  and 
products  from  sheep,  goats,  cow 
horses.  Unsurprisingly,  Mong( 
ha\e  great  teeth,  but  they  die  I 
young — and  not  only  from  tha 
tcty-clogging  diet.  They  are 
hea\y  drinkers. 

Folks  start  cirinking  in  the 
morning  and  continue  until  ev 
thing  available  is  consumed.  The 
erage  of  choice  is  airajj,  ferme 
mare's  milk,  a  clear  vodka-like  li 
that  seems  about  as  potent.  Hot 
of  the  still,  airajf  tastes  a  bit  like 
As  it  cools,  it  takes  on  a  strong 
stock  smell. 

Drinking  here  is  highly  ceremoi 
EN'Ctyone  drinks  out  of  the  s. 
bowl,  often  an  engraved  silver  f 
loom.  The  host  fills  the  bowl 
hands  it  to  each  guest,  who  ii 
receive  it  in  the  right  hand  w 
cupping  the  right  elbow  with  the 
hand.  At  the  first  offer,  you're  s 


Why  go? 


Whilk  nominally  inde- 
pendent since  1915,  Mon- 
golia has  seesawed  be- 
tween domination  by  Rus- 
sia and  China  since  the 
1600s,  with  C'hina  current- 
ly exercising  a  firm,  guid- 
ing hand.  (The  so-cal'cd 
Inner  Mongolia  is  a  pro\ 
ince  of  northern  C'hina. ) 
Mongolia  is  one  t)f  the 
last  nations  still  gox  erncd 
by  a  communist  party, 
which,  however,  in  keeping 
with  the  times,  allows  the 
opposition  to  operate  and 
has  tried  to  attract  capi- 


talist investment. 

Is  it  only  for  bicycle 
tourists?  No,  but  it's  not  for 
Itixuty  lovers,  either.  For 
those  who  don't  have  a 
taste  for  roughing  it,  the 
Ulaan  Baatar  Hotel  or  the 
Ra\  angol  in  Ulan  Bator 
approaches  Western  stan- 
dards. A  double  room 
costs  at  least  $80  a  day.  The 
food  is  pretty  basic,  but 
there  are  a  few  vegetables. 

iUit  the  real  appeal  is  to 
those  w  ho  fancy  mountain 
climbing  or  game  hunt- 
ing. The  most  prominent 
tour  organizer  is  the  state 
tourist  agenc  v ,  jnulchin — a 
Mongolian  Iiuourist — 


btit  there  are  also  a  few  good 
private  outfitters.  Prices 
can  be  quite  high.  Figure 
S3,000  for  an  all-incltisive 
1 3 -day  tour.  It  is  sometimes 
possible  to  rent  Jeeps  in 
Ulan  Bator  and  \'entiire  out 
on  \'otir  own,  but  w  e 
don't  adxise  it:  There  are 
horrible  shortages  of  gas- 
oline and  spare  parts. 

The  easiest — relati\  ely 
speaking — wa\'  of  getting  to 
Mongolia  is  througli  iVIos- 
cow  on  Aeroflot  or  ml\t- 
Mongolia,  or  dirougli 
Beijing  on  Cliina  Air.  Econ- 
omy-class airfare  fi-om 
New  York  mns  about 
SI, 800,  round  trip. 


Shopping.^  Mongolia 
largest  hard  currency  ea 
cr  is  cashmere.  It  is  avail 
able  only  in  hotels  and  t 
state  department  store  i 
Ulan  Bator  and  must  be 
purchased  with  U.S.  do 
lars.  Styles  are  basic,  but 
quality'  excellent.  Prices 
are  one -quarter  what  yo 
pay  in  the  States. 

Don't  \'isit  Mongolia 
for  the  usual  tourist  reasc 
Go  to  see  one  of  the  last 
unspoiled  parts  of  the  woi 
inhabited  by  some  of  the 
nicest  people.  They've  co 
a  long  way  ft-om  their  no 
torious  ancestor,  Genghi: 
Klian.  -R.K. 
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W  H  A  T     K  IN  D  s      Of      P  e  o  p  l  e 
-  W  EAR     Our     Clothes  ?  >^ 


The  kinds  of  people  who  grew  up  leiirning  to  play  golf  at  country 
clubs.  On  public  courses.  Even  in  backyards.  Not  only 
from  North  America,  but  from  far  reaching  continents,  as  well. 

People  like  you  and  me.  Brought  together  in 
competition  and  in  friendship,  by  the  challenge  of  the  game. 
And  by  an  appreciation  for  the  finer  things  in  life. 

Like  the  Cross  Creek  Pro  Collection. 

CrossCreek'  j 

®199K:ms5Crei'k  AppjrrI,  Inc.,  A  Subsidiary  Of  Russell  (  .,r  p.,i  jlion 


Ancient  Greek,  Egyptian  and  Roman  glass  vessels 
inspired  some  of  Louis  Comfort  Tiffany's  finest  works^-^. 
Today  you  can  buy  some  of  those  very  old  pieces 
for  less  than  Tiffany  renditions. 


Glass  act 


posed  to  drain  the  bowl.  After  that 
you  can  get  away  with  sipping.  Wlio 
ever  finishes  the  pail  throws  the  last 
drops  into  the  air  to  bring  good  luck 
to  the  yurt. 

Despite  the  una\  ()idable  hangovers 
and  the  stomach-churning  food, 
touring  Mongolia  is  a  warmly  human 
experience.  Travelers  accustomed  to 
outstretched  hands  from  Paris  to  Pe- 
nang  will  be  pleasantly  surprised  to 
meet  people  genuinely  glad  to  see 
them  rather  than  just  their  money. 
Mongolians  would  often  lend  us  their 
warm  fur-lined  robes  (called  decls) 
when  the  weather  turned  cold.  And 
each  day  as  we  left  a  yurt,  the  women 
poured  milk  on  the  front  tires,  pedals 
and  seats  of  our  bikes,  as  they  do  for 
their  horses,  to  wish  us  a  safe  journey. 
Money.'  Forget  it.  They  would  be 
insulted. 

During  our  last  few  days  in  Mongo- 
lia, the  summer  rains  started  in  earnest 
and  biking  was  impossible.  We  caught 
a  ride  with  a  truck  carrying  bottled 
soda  pop  to  the  town  of  Ulegei,  200 
kilometers  away.  It  would  take  us  four 
days  to  cover  those  120  miles. 

The  bottle  truck  broke  down  re- 
peatedly. We'd  take  our  bikes  and 
head  off  for  a  few  miles  only  to  have 
the  truck,  newly  repaired,  catch  up, 
welcoming  us  aboard  once  again. 

At  one  point  we  climbed  aboard 
and  soon  encoimtered  what  appeared 
to  be  a  completely  flooded  valley.  It 
was  dark,  and  pouring  rain  and,  natu- 
rally, the  truck  promptly  broke  down 
again.  We  waded  through  knee-deep 
water,  found  dr\'  land  and  pitched  our 
tents  in  the  dark. 

The  next  morning  the  bottle  truck 
people  woke  us  up.  And  so  it  went. 
Truck  breaks  down.  We  bicvcle. 
Truck  catches  up.  We  ride.  Another 
breakdown.  Finally,  we  hiked  into 
Ulegei.  Along  the  way  I  had  lent  the 
truck  driver  SIO  to  finance  some  re- 
pairs. Naturally,  I  never  expected  to 
see  it  again.  But  this  was  Mongolia.  In 
Ulegei  the  drix'er  awakened  us  and 
politely  repaid  the  loan. 

I  flew  on  to  Ulan  Bator  from  Ulegei 
in  a  plane  that  had  clearly  seen  better 
days.  I  spent  a  few  da\'s  in  the  ugl\- 
Soviet-style  city  with  lo\  ely  monaster- 
ies. As  I  checked  in  at  the  Ulan  Bator 
airport  for  m\'  flight  back  to  New  York 
via  Moscow,  I  was  genuinely  sorry  to 


By  Carol  M.  Cropper 

Collecting  has  taken  Jack  Weprin, 
a  New  York  real  estate  lawyer,  into  the 
back  streets  of  the  Israeli-occupied 
West  Bank  with  an  armed  driver  at 
his  side. 

On  another  occasion,  Weprin  bar- 
gained for  three  days  with  an  Arab 
dealer  in  F^ast  Jerusalem  before  he  got 
what  he  wanted  at  a  price  he  could 
afford. 

Weprin  collects  old  glass — very  old 
glass,  bottles  and  drinking  vessels  that 
were  made  by  Roman  artisans  in  the 
1st  century  B.C.,  and  by  Greek  and 
EgA'ptian  craftsmen  hundreds  of  years 
before  that. 

Glass  has  a  fascinating  histor\'. 
Glass  beads  had  been  made  for  per- 
haps 1 ,000  years  before  the  Mesopo- 
tamians  began  to  form  glass  vessels 
around  a  clay  core  about  1500  B.C., 
with  the  methods  spreading  to  Eg\'pt 
soon  after. 

For  the  next  millennium  glass  ves- 


sels were  a  luxury  for  the  phara< 
Then,  in  the  1st  centun,'  B.C., 
Romans  figured  out  how  to  blow 
glass.  With  this  innovation,  glass 
came  a  product  for  ever\'one,| 
though  some  pieces  were  still  fit  mj 
ly  for  emperors  and  other  weal 
people.    For    example,  intrica 


ABOVE: 

An  Egyptian  vase 
dating  to  the  14th 
century  B.C. 
Such  pieces 
were  often  fount 
in  the  tombs  of 
royals. 


LEFT: 

Jack  and 
Jane  Weprin 
Holding  vessels 
that  have  survive 
2,000  years. 
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Shoes  are  constructed  around  our  exclusive,  foot-shaped  ^lasts,   so  they  fit 
comfortably  the  first  time.  Only  the  finest  grade  leathers  and  natural 

materials  are  used.  There  is  no  higher  return  on  your  investment. 
For  more  information  or  for  a  brochure,  call  1-800-235-2348.  (as) 
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carved  "cage  cups"  of  the  4th  ccntiir\' 
A  D.  were  cut  from  one  piece  of  trans 
lucent  glass  to  form  a  vessel  inside  a 
filigree  cover.  Fewer  than  a  dozen 
intact  cups  are  known  to  exist  today; 
the  last  public  sale  of  a  cage  cup  was  at 
a  1979  Sotheby's  auction  in  London. 
Price:  about  $1.2  million. 

Collecting  ancient  glass  vessels  was 
fairly  popular  during  the  19th  centu- 
ry, when  northern  Europeans  and  a 
few  Americans  began  bringing  arti- 
facts home  from  Jerusalem,  Italy  and 
Greece.  One  early  collector  was  the 
American  designer  Louis  Comfort 
Tiffany  (1848-1933).  In  the  late 
1800s  Tiffany  collected  ancient  glass 
and  then,  in  his  own  work,  set  out  to 
replicate  the  iridescence  left  behind 
by  centuries  of  interaction  with 
chemicals  in  the  soil  and  water.  The 
result  was  Tiffany's  glistening  Favrile 
glass  and  his  masterpiece  gold  and 
blue  Jack-in-the-Pulpit  vases  (see 
photographs) . 

Jack  Weprin  began  collecting  an- 
cient glass  15  years  ago,  when  he  and 
his  wife  were  in  Jerusalem  and  had  an 
opportunity  to  examine  a  major  col- 
lection of  old  glass  pieces  that  had  just 
arrived  at  a  museum.  "You  start  pick- 
ing up  these  ancient  vessels  that  are 
2,000  years  old,  that  are  light  and 
beautiful,"  Weprin  recalls.  "I  fell  in 
love  with  them  immediately." 

On  the  trip  he  made  his  first  buy,  a 
small  blue  container  with  white  deco- 
ration that  dates  to  the  1st  centurv'. 
He  has  since  built  his  collection  to 
more  than  100  pieces. 

Like  other  sophisticated  collectors, 
Weprin  covets  glass  pieces  that  have 


Cameo-cut  Roman  vessel,  2,000  years  old 
Once  owned  by  J.  Pierpont  Morgan. 


something  unusual  about  them.  One 
of  his  favorites  is  a  six-sided  Ist-centu- 
ry  Roman  vessel  with  tiny  reliefs  on 
each  side,  made  by  blowing  the  glass 
into  a  decorative  mold.  Another  spe- 
cial piece  is  a  4V'2-inch-high  vessel 
with  a  feathered  design.  The  vessel, 
from  the  eastern  Mediterranean,  was 
made  by  twisting  hot  glass  around  a 
clay  form,  and  probably  dates  back  to 
the  5th  centur)'  B.C.  Weprin  bought  it 
at  a  1985  Christie's  auction  in  Lon- 
don. "We  overpaid,  but  1  wanted  it," 
he  shrugs. 

Dr.  Ralph  Alexander,  a  retired  radi- 
ologist from  upstate  New  York,  has 
also  put  together  a  fine  ancient  glass 
collection.  Alexander  paid  only  $5  in 
1963  for  his  first  piece,  a  small  "tear 
bottle"  he  spotted  during  a  vacation 
in  Egypt.  The  seller  told  him  it  was 
ancient  Egyptian  glass,  but  it  turned 
out  to  be  the  newer  Roman  and  virtu- 
ally worthless. 

"It  was  broken,"  says  Alexander. 


1 


I: 


Tiffany's  Jack-in-the-Pulpit 
(above)  was  made  circa  1912 
Mimics  ancient  glass  (left). 


"It  was  a  little  nothing."  Bii 
experience  only  fijeled  Alexar 
enthusiasm.  His  collection  now : 
bers  some  60  pieces,  which  he  di,« 
on  shelves  in  the  living  room  c 
suburban  home. 

One  of  Alexander's  favorite  {" 
is  a  7-inch-tall,  dark  blue, 
formed  vessel  with  a  feathery  \ 
decoration.  This  was  a  common 
sign,  made  by  combing  strands 
contrasting  glass  (in  this  case,  w 
upward  through  the  main  color  d 
vessel.  The  piece  probably  dates  t* 
3rd  century  B.c:. 

Alexander  says  he  bought  the  v 
at  auction  in  1970  or  so  for  less 
$1,000.  He  thinks  it  would 
$2,000  to  $3,000  today.  But 
prices  of  some  of  his  other  pieces 
appreciated  far  more.  Alexander 
mates  his  total  investment  in  the 
lection  at  $10,000;  he  thinks  tha 
same  collection  at  today's 
would  cost  five  to  ten  times  as  m 
"The  current  prices,"  he  says, 
turn  me  off." 

According  to  G.  Max  Bernheii 
head  of  the  antiquities  departmei 
Christie's  in  New  York,  ancient 
man  glass  vessels  can  still  be  had  fc 
litde  as  $100,  although  they  can 
reach  into  the  tens  of  thousand 
dollars.  The  older,  rarer  Egyptian 
Greek  vessels  start  at  about  $1 
and  climb  into  the  hundreds  of  t 
sands  of  dollars.  Many  collectors, 
Bernheimer,  prefer  Egyptian  glass 
only  for  its  scarcity'  but  also  becaus 
its  brilliant  cobalt,  turquoise  and 
colors  and  elegant  shapes. 

According  to  Bernadette  Bai 
gartner,  of  Fortuna  Fine  Arts  gal 
in  New  York,  ancient  glass  is  a  barg 
compared  with  more  recent 
pieces.  For  example,  one  of  I^ 
Comfort  Tiffany's  renditions 
iridescent  ancient  vessel  might  ea 
bring  $5,000  today.  Baumgart 
says  the  real  thing  could  probabh 
purchased  for  $2,000. 

Other  galleries  dealing  in  anci- 
glass  include  Antiquarium  Fine 
cient  Arts,  Safani,  Mele  and  Ro\ 
Athena,  all  in  New  York.  The  Corni 
Museum  of  Glass,  in  Corning,  N. 
has  one  of  the  world's  finest  co 
tions  open  to  the  public.  Sotheb 
and  Christie's  include  ancient  glass 
their  antiquities  sales  held  twice  a  yt 
in  London  and  New  York.  I 
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One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
curies  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  diat  will  bring  you  back  again 
d  again.  And  it  begins  die  very  first  night  widi  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  die  great  restaurants,  swimming  pools,  and  healdi  clubs  diat  make  business  trips 
arable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETKEE 

HOTELS 

When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 
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Seven  lean  years 

Is  Saul  Steinberg  about  to  emerge 
from  the  dark,  times?  Once  a  high 
profile  raider  who  made  millions 
stalking  underperforming  companies, 
Steinberg,  54,  has  spent  the  last  few 
years  cjiiietly  patching  up  Reliance 
Group  Holdings,  of  which  Steinberg 
and  his  family  own  64%.  Reliance  has 
been  battered  by  a  $1  billion  debt 
load,  bad  investments  and  a  seven- 
year  insurance  industiT  ciown  cycle. 
Last  year  the  firm  lost  about  $36 
million. 

To  stabilize  the  company,  Stein- 
berg has  sold  $1.1  billion  of  assets, 
including  the  United  Pacific  Life  In- 
surance Co.  in  July  for  $550  million. 
In  August  he  followed  up  by  an- 
nouncing a  $650  million  debt  refi- 
nancing and  an  oflering  of  25  million 
new  shares  of  stock.  That  could  cut 
interest  costs  by  $25  million  and  raise 
$180  million  in  badly  needed  equity. 

But  the  recapitalization  comes  at 
considerable  cost  to  Steinberg:  New 
shares  will  dilute  the  family  holdings 
to  49.5%.  And  as  part  of  the  offering, 
Steinberg,  who  has  paici  himself  $30 
million  in  the  last  five  years,  promises 
to  appoint  a  majority  of  outside  direc- 
tors to  the  company  by  next  spring. 
"This  offering  reflects  my  commit- 
ment to  benefit  all  shareholders,"  he 
says.  "Lm  willing  to  have  my  owner- 
ship reduced  as  a  result." 

Question  is,  what's  he  going  to  do 
after  fixing  up  the  balance  sheet.''  Reli- 
ance now  has  two  parts:  a  title  insur- 
ance firm  that's  going  gangbusters 
with  the  surge  in  mortgage  refinanc- 
ing— plus  a  larger  property  casualty 
business  that's  been  moving  into  risky 
specialty  insurance  products  in  a 
search  for  better  premium  pricing. 

Last  year  one -third  of  Reliance's 
casualty  premiums — $499  million — 
came  from  risky  areas  like  toxic  waste 
hauling,  marine  transportation  and 
directors  and  ofticers  liability.  Stein- 
berg won't  discuss  his  plans,  but  reg- 
istration documents  indicate  he's  go- 
ing to  expand  specialt}'  underwriting. 
Which  puts  him  smack  into  competi- 
tion with  companies  like  AIG,  Conti- 
nental and  Zurich  America,  among 
others.  Fast  growth  and  lots  of  com- 
petition in  high-risk  underwriting 
isn't  a  good  formula  for  profits.  That 
may  explain  why  Reliance  shares  are 
trading  at  7V4,  down  Vi  since  Stein- 


Saul  Steinberg,  chairman  of  Reliance  Group 
Out  of  the  hole,  but  what's  the  plan? 


berg  announced  the  recapitalization, 
and  down  2 ¥2  since  he  took  the  com- 
pany public  seven  years  ago. 

Double  indemnity 

John  Roach  quit  his  job  at  Manville 
Corp.  in  1991  because  the  company 
was  so  overwhelmed  by  asbestos 
problems  there  wasn't  much  for  a 
planning  and  operations  guy  to  do.  So 
he  moved  to  Concord,  Calif  to  be- 
come chief  executive  of  Fibreboard 
Corp.,  a  $240  million  (sales)  building 
products  and  ski  resort  company  that 
was  facing  a  $1.6  billion  asbestos 
liability  of  its  own. 

Out  of  the  frying  pan  into  the  fire.' 
Maybe  not.  About  35  years  ago  an 
extremely  cautious  and  long- forgot- 


ten Fibreboard  executive  bough  \ 
no-limit  insurance  policies  that  t 
save  the  company — if  Rcjach  carl 
lect  on  them.  "No  other  manufa 
er  has  that  kind  of  policy,"' 
Roach,  49.  "I  can't  tell  you  h 
happened.  The  policies  were  wi 
when  I  was  still  listening  to  the 
ters.  But  that's  the  reason  I'm  h 

The  insurers — Chubb's  Pacifi« 
demnity  and  cna's  Continental  C 
alt)' — are  contesting  the  claims, 
they  have  already  lost  a  1990 
decision.  The  California  Court  oi 
peal  is  due  to  rule  on  the  case  this ; 

Roach  hasn't  been  sitting  still 
increased  pressure  on  the  two  insi 
by  aggressively  settling  asb^i 
claims — 104,300  claims  for  over  i 
billion  so  far — almost  always  on  * 
dition  that  payment  be  deferred  i 
the  insurers  pay  up.  "The  plai 
attorneys  want  us  to  win  and 
big,"  says  Roach. 

With  both  insurers  facing  unlil 
ed  liability.  Roach,  an  industrial  nil 
agement  graduate  from  the  Ma 
chusetts  Institute  of  Technology' m 
an  M.B.A.  from  Stanford,  knewi 
could  play  one  against  the  other, 
cific  blinked  first,  in  March  199 
agreeing  to  pay  up  to  $360  million 
loses  the  court  battle  on  all  counts 
Februarys  Continental  caved  in 
reached  an  agreement — also  com 
gent  on  the  court  appeal — on  hov 
handle  the  remaining  claims.  Fih 
board  is  now  trading  at  a  three-\ 
high  of  14%  with  a  P/E  of  only  6. 

Meanwhile,  Roach  has  been  b 
tending  to  operations.  He's  brou 


John  Roach,  chief 
executive  of 
Fibreboard  Corp. 
Bound  for  glory 
or  Chapter  11? 
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V  managers  and  directors,  cut 
n  the  wood  products  and  indus- 
nsulation  divisions  and  bought 
er  ski  resort.  If  he  wins  the  court 
he'll  be  looking  to  expand  a 
well-run  operation  with  hardly 
bt  and  a  healthy  cash  flow.  If  he 
it  will  be  Manville  all  over  again. 

rot  the  "goldmine" 

A  recovering  accountant,"  con- 
li  Tim  DuBois,  a  bearded  45 
old  Oklahoman  who  is  president 
ista/Nashville,  one  of  the  most 
trfiil  country  music  labels.  Last 
Arista's  Nashville  outpost  pulled 
i5  million  in  revenues.  Not  bad 
dering  DuBois  started  it  from 
:h  just  three  and  a  half  years  ago. 
teacher's  son,  DuBois  grew  up 
ng  songs  in  his  bedroom.  'Tt 
r  occurred  to  me  that  I  could 
a  living  at  this,"  he  says.  Instead 
iraduated  from  Oklahoma  State 
?ersity  with  an  M.S.  in  accounting 
went  to  work  for  Arthur  Ander- 
k  Co.  in  Dallas.  Following  a  stint 
senior  financial  analyst  at  the 
;ral  Reserve  Bank  in  Dallas,  he 
ed  back  to  Oklahoma  to  teach 
anting  at  Tulsa  Universit)'.  But 
ic    was    never    far    from  his 
ights.  He  kept  writing  and  sent  a 
songs  ofl^^  to  Nashville  publishers 
he  late  1970s.  When  one— "A 
Id  Old-Fashioned  Saturday  Night 
iky   Tonk   Barroom    Brawl" — 
le  the  Top  40,  he  took  off  for 
hville. 

y  1981  he  had  three  number  one 
,  including  the  memorably  titled 
e  Got  the  Goldmine  (I  Got  the 
ft)."  In  1985  he  teamed  up  with  a 
lagement  firm  full  time.  Not  terri- 


bly  happy  about  it,  he  quit  in  1988. 
"My  midlife  crisis,"  he  says. 

Not  long  afterward,  Clive  Davis, 
the  mercurial  head  of  Arista  Records, 
asked  DuBois  to  head  his  new  Nash- 
ville label.  DuBois  snapped  up  the 
ofter  and  formed  one  of  the  small- 
est— and  most  successfiil — rosters  on 
Music  Row.  He  currently  has  just  1 1 
acts.  Three — Alan  Jackson,  Brooks  & 
Dunn  and  Diamond  Rio — are  plati- 
num (selling  over  a  million  records 
apiece);  one  more  is  gold  (selling  over 
500,000). 

What's  next?  More  music  and  more 
business.  He's  launching  two  new 
labels,  one  for  Texas-based  music,  the 
other  aimed  at  the  Christian  market. 
"Part  of  me  wants  to  grow  my  hair 
long,  wear  a  gold  earring,  hang  out 
with  the  guys,  write  music  and  do 
things  my  mother  wouldn't  want  me 
to  do,"  he  says.  "The  business  side 
balances  that."      -Lisa  Gubernick 


ABOVE: 

Harvard  professo'' 
Steven  Kelman 
Radical  ideas 
about  government 
procurement. 


LEFT: 

Tim  DuBois  of 
Arista/Nashville 
A  good  old-fash- 
ioned honky-tonk 
career  change. 


Should  bureaucrats 
make  decisions.^ 

As  A  SKINNY,  red- headed  sophomore 
at  Harvard  in  1967,  Steven  Kelman 
jumped  between  a  group  of  "Ho,  Ho, 
Ho  Chi  Minh"  chanting  protesters 
and  a  collection  of  offended  football 
players.  He  helped  keep  the  peace  by 
appealing  to — of  all  things — their 
sense  of  reason. 

Today  Kelman  is  in  the  middle  of 
another  political  fracas,  trying  to  find 
some  common  ground  between  the 
White  House  and  antiregulation  Re- 
publicans. He's  the  V\Tiite  House's 
choice  for  Director  of  the  Office  of 
Federal  Procurement  Policy  at  the 
Office  of  Management  &  Budget. 
That's  normally  a  dull  office,  but  Kel- 
man wants  to  turn  the  government 
procurement  system  upside  down — 
freeing  up  the  bureaucrats  to  use  their 
own  judgment  when  buying  complex 
and  expensive  goods  and  services. 
With  $200  billion  of  federal  purchases 
at  stake,  Kelman's  experiments  could 
affect  thousands  of  businesses. 

A  Democrat  from  Harvard's  John 
F.  Kennedy  School  of  Government, 
Kelman  got  the  job  largely  because  of 
his  book,  Procurement  and  Public 
Manapiement,  an  analysis  of  federal 
purchases  of  large  computer  systems. 
The  book  was  published  by  the  con- 
servative American  Enterprise  Insti- 
tute, which  liked  his  conclusions. 

Kelman  won't  talk  policy  before  his 
confirmation  hearings.  "The  senators 
get  first  crack  at  seeing  me  in  public," 
says  the  45 -year-old  native  of  New 
York's  Long  Island.  But  his  book 
gives  him  away:  "The  system  of  com- 
petition and  the  controls  against  fa- 
voritism and  corruption  .  .  .  are  more 
often  the  source  of  the  [procurement] 
problem  than  the  solution  to  it." 

One  problem:  Kelman  says  com- 
petitive bidding  doesn't  allow  public 
officials  to  take  into  account  their  past 
experience,  good  or  bad,  with  suppli- 
ers when  awarding  new  contracts. 
Once  a  bid  is  won,  he  complains, 
there  isn't  any  incentive  for  a  supplier 
to  do  more  than  the  minimum  called 
for.  Building  goodwill  won't  help  win 
another  contract. 

No  telling  if  Kelman  will  succeed  in 
Washington,  but  if  he  fails,  it  won't  be 
for  ideological  reasons.  "Procure- 
ment is  a  very  controversial  issue,"  he 
says,  "but  not  a  partisan  one."  H 
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Fbrbes 

FALL  ANNUAL 
REPORT  PORTFOLIO 


Create  Interest  in  Your  Company  Among  Affluent  Investors 


o 


ffer  your  annual  report  in  the  Fall  Annual  Report  Portfolio  in 
FORBES  November  22,  1993  issue,  and  generate  maximum  recognition  and 
response  among  influential  and  active  investors.  This  high-response,  high- 
impact  showcase  is  the  largest  annual  report  section  among  business  mag- 
azines. FORBES  Annual  Report  Portfolio: 

■  Captures  the  attention  of private  and  professional  investors 

Nearly  90%  of  FORBES'  750,000  subscribers  own  corporate  stock  worth 
an  average  of  $896,594;  the  median  value  of  their  investment  portfolios 
is  $363,003.  In  addition,  52%  make  investment  decisions  for  others.  * 

■  Compels  prospective  investors  to  take  action 

A  reader  response  card  bound  into  the  section  makes  it  easy  for  readers 
to  respond.  You  'II  receive  a  list  of  respondents  on  pre-addressed  labels  to 
place  directly  on  your  mailing  envelopes. 


For  more  information,  call  Sarah  Madison  at  505-296-6141. 


Issue  Date:  November  22, 1993         Closing  Date:  September  27, 19 


*  FORBES  Subscriber  Study,  Don  Bowdren  Associates,  1990 


The  overall  market 


BY  GILBERT  STEEDLEY 


conomy  remains  sluggish,  but 
!  ations  arc  enjoying  good  earn- 
;ains  as  they  cut  payrolls  and  trim 
Second  quarter  profit  should 
in  almost  16%  higher  than  last 
according  to  an  estimate  from 
I  nstitutional  Brokers  Estimate 
Lin  based  on  the  90%  of  s&P  500 
uiies  that  have  releaseci  results. 
:  s  composite  of  analyst  forecasts 
i  1993  earnings  for  the  s&P  at 
.42,  up  18%  from  1992. 
ising  corporate  profits  helped  the 
rail  market,  as  measured  bv  the 
ra  All-US  index  of  over  5,600 
ks,  reach  a  new  high.  Elizabeth 
:kay,  an  investment  strategist  at 
r,  Stearns,  also  credits  positive  in- 
on  news  and  declining  interest 
s  overseas  for  the  recent  rally.  But 
ckay  thinks  that  the  market  will 
le  within  a  narrow  band  until  the 
1th  care  reform  package  is  intro- 
ed,  which  probably  won't  happen 
lil  tlie  end  of  September. 


Special  focus 


>r  investors  who  like  to  play  the  rebound 
me,  we  got  a  list  of  stocks  from  Standard 
Poor's  that  have  had  reverse  splits  this 
ar.  These  are  shares  whose  prices  fell  so 
vv  that  they  became  an  embarrassment  to 
eir  issuers.  Reverse  splits  are  often,  but 
)t  always,  arranged  in  the  course  of  a 
organization  that  injects  new  equin,'. 
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The  Barra  All-US  price  index  as  of  8/19/93 

Market  value:  $4,795.7  billion 
P/E:  24.9 

P/E  minus  negative  EPS:  17.1 
Price/book:  2.8 
Yield:  2.4% 


12-month  closeup 

>  Barra  index 
-  200-day  moving  average 
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Closeup  on  the  market 


%  change  from 


Index  or  Investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

2.0  % 

i 

12.0% 

0.0% 

S&P/Barra  Growth  index* 

2.5 

1 

4.3 

-3.7 

S&P/Barra  Value  index^ 

1.5 

19.5 

0.0 

Dow  Jones  industrials 

1.8 

1 

9.3 

0.0 

S&P  500 

1.9 

1 

9.1 

0.0 

NYSE 

1.9 

1 

9.9 

0.0 

Nasdaq 

2.1 

1 

28.6 

-0.6 

Amex 

2.9 

1 

16.1 

0.0 

EAFE^ 

4.1 

1  36.0 

-5.3 

CRB  futures  index 

-1.7 

5.2 

-21.4 

Gold^(Comex  spot) 

-1.6 

-0.8 

-26.1 

Yen ^ (per $US) 

1.8 

-16.3 

-35.4 

OiP(W  Texas  Intermediate) 

0.6 

J 

-17.7 

-57.1 

The  best  and  worst  performing  stocks^ 


Reverse  splits 

2-week 

1993 

2-week       1993  | 

tMarket 

Best 

Price 

change 

EPS'  Worst 

Price 

change       EPS'  |, 

Company 

Stock 
price 

value 
($mil) 

People's  Choice  TV 

29 '/s 

53% 

NA     Hauser  Chem  Research 

71/8 

-55%    $1.37  f. 

Read-Rite 

12'/8 

37  $ 

1.01     T2  Medical 

75/8 

-45         1.82  1 

ADAC  Laboratories 

141/2 

$220 

Imperial  Bancorp 

131/4 

33 

0.50     SuperMac  Technology 

12 

-38         1.07  1 

AirSensors 

10% 

57 

Pittencrleff  CommunicatiGns 

18 1/2 

32 

NA  AMRE 

3% 

-35  NA 

Alta  Energy 

10  Vs 

31 

ChipSoft 

12 1/2 

32 

0.33     PDA  Engineering 

61/8 

-32  0.43 

California  Federal  Bank 

12Vb 

322 

Comverse  Technology 

153/8 

304 

1  The  best  and  worst  performing  industry  factors"  | 

FlagStar  Cos 

12 

268 

2-week 
change 

Since 
12/31/92 

2-week 
change 

i 

Since 
12/31/92 

ICO 

7% 

23 

Best 

Worst 

IntI  Remote  Imaging  Sys 

5 

24 

Photographic,  optical 

8.0% 

66.4% 

Motor  vehicles 

-3.3% 

11.2%  1 

Navistar  International 

243/4 

632 

Tobacco 

8.0 

-44.2 

Precious  metals 

-2.5 

46.7  1 

Agriculture,  food 

7.0 

-5.5 

Trucking 

-2.4 

-6.4  1 

Oak  Industries 

25 '/j 

422 

Air  transport 

6.3 

10.4 

Pollution  control 

-2.2 

-21.8  1 

Source:  Standard  &  Poor's. 

Electronics 

6.2 

36.6 

Services 

-1.3 

2.7 

e:  Data  for  period  ending  8/19/93.  The  Barra  MI-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
rkets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
lings  grovirth.  -  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated  capitalization-weighted 
ex  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  '  Index  of  21  commodity  futures.  ^Source:  Knight-Ridder 
ancial  Information,  'During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  I8ES,  Inc. » Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
ipany  size,  value  and  grovrth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  GILBERT  STEEDLEY 


Corporate  vs.  government  yields 


Corporate  dividend  revisions 

3000 
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Representative  industry  yields 


'83      '85      '87      '89      '91  '93 

Through  July.  31,  1993 


Yield 

Payout 

Payout 

Industry 

ratio  ^ 

P/E 

Industry 

Yield 

ratio  ^ 

P/E 

Auto  &  truck  mfg 

2.6% 

NM 

NM 

Household  products 

2.2% 

38% 

17 

Banl<ing 

2.6 

33% 

13 

integrated  petroleum 

4,5 

69 

16 

Basic  chemicals 

4.0 

89 

22 

Pharmaceuticals 

3.3 

47 

14 

Electric  utilities 

5.4 

80 

15 

Retailing 

1.9 

59 

31 

Electronics 

1.3 

33 

25 

Telecommunications 

3.4 

66 

20 

Net  of  inflation,  dividends  have 
nowhere  for  the  past  quarter 
century.  It  doesn't  seem  that 
will  break  the  trend.  Arnold  Kaufi 
editor  of  Standard  &  Poor's  Oui 
newsletter,  predicts  that  the 
payout  on  ,s&i''s  500  stock  index 
climb  only  3%  this  year,  to  $12 
just  keeping  up  with  inflation. 

In  the  first  seven  months  of 
year,  911  companies  increa.sed 
dividends,  a  17%  improvement 
last  year,  while  dividend  decreases! 
omissions  are  down  30%. 

Here's  a  new  idea  for  yield-hui 
investors:  drug  stocks,  whose  pi 
have  been  beaten  down  by  fear 
"reform."  The  table  below  left 
eight  drug  stocks  that  pay  higher 
dends  than  most  bank  CDs.  Thesi 
have  a  payout  ratio  under  66%  and 
for  less  than  18  times  earnings.  Pfi 
for  example,  has  increa.sed  its 
dend  for  25  consecutive  years.  ( 
the  last  decade  Pfizer's  dividend  g 
at  a  14%  annual  clip. 

The  other  company  list  shows  n 
pharmaceutical  stocks  with  gc 
yields,  low  price/earnings  ratios 
A+  or  better  financial  ratings  from 
Value  Line  Investment  Survey.  P 
Morris,  for  example,  has  a  yield 
5.1%,  a  P/E  of  9.5  and  a  payout  r 
below  50%. 


Drug  stocks  with  solid  yields 


Other  stocks  with  solid  yields 


Company 

Price 

Indicated 
rate 

Yield 

EPS^ 

Company 

Price 

Indicated 
rate 

Yield 

EPS^ 

Eli  Lilly 

^    47  H 

$2.42 

5.1% 

$4.68 

American  Brands 

33 

$1.97 

6.0% 

$4.10 

Bristol-Myers  Squibb 

56V4 

2.88 

5.1 

4.38 

Philip  Morris 

50^8 

2.60 

5.1 

5.35 

American  Home  Prods 

63^8 

2.84 

4.5 

4.59 

Nicor 

28% 

1.22 

4.3 

2.07 

Chevron 

88  Vs 

3.50 

3.9 

6.30 

Glaxo  Holding  ADR 

17^8 

0.72 

4.1 

1-30  Brown-Forman 
^  77      '      National  Presto 

77 '/8 

2.72 

3.5 

5.65 

Merck  &  Co 

33 '/8 

1.12 

3.4 

51V2 

1.80' 

3.5 

3,31 

Warner-Lambert 

70^8 

2,28 

3.2 

4.99 

First  Virginia  Banks 

36 '/2 

1.12 

3.1 

3.41 

Minnesota  Mining  &  Mfg 

108'/8 

3,32 

3.0 

5,82 

Schering-Plough 

52^8 

1.80 

2.9 

3.94 

Hubbell 

53 

1.64 

3.0 

3.01 

Pfizer 

63  H 

1.68 

2.7 

3.51  1 

Wachovia 

35^8 

1.08 

3.0 

2.68 

Note:  All  data  as  of  7/31/93.  Yield  on  30-year  Treasurys  adiusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  'Capitalization-weigh 
Dividends  divided  by  net  income;  all  extraordinar>'  items  are  excluded.  "Trailing  12  months.^Excludes  extra  dividends.  NM:  Not  meaningful.  Sources:  Media  General;  Value 
via  Lotus  One  Source;  Standard  &  Poor's  Dividend  Record. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  7WK2 
Ft.  Garland,  CO  81133. 


lain  the  Property  Report  required  by  f-'ederai  la . .  rai  agency  has 

ged  the  merits  or  value,  if  any,  of  this  property  Lqjdl  OiecJi;  and  Housing  Opporlumty  A  ^ii.jiGment  and  offering 
ement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  YorW  The  filing  does  not  constitute  approval 
le  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Stale  or  that  the  Secretary  of  State  has  in  any  way  passed 
in  the  merits  of  such  offenng  A  copy  of  'he  offering  s',atoirient  is  available,  upon  request,  from  Sangre  de  Cristo 
\ches.  NYA86- 1 53  A  statement  of  Record  filed  with  Ihe  New  Jersey  Real  Estate  Commission  permits  this  property 
le  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
sring  Statement  and  read  it  before  signing  anything.  NJA  #6068600-1  CO;  Florida  AD  20537 


/  Forbes^ 
[(Wagon  Creek 


EDITED  BY  JASON  2WEIG 


Littie  funds  can  do  things  big  funds  can't— 
namely,  score  meaningful  gains  from  small-company 
stocks.  Picking  a  tiny  fund  can  make  sense, 
if  you  watch  out  for  high  expenses. 

In  on  the 
ground  floor 


By  Jason  Zweig 

The  Twentieth  Century  eunds  had 
their  best  years  while  they  were  still 
small,  and  Peter  Lynch  bought  his 
best  little  growth  companies  long  be- 
fore people  began  mobbing  him  for 
his  autograph.  So  it  makes  some  sense 
to  get  in  on  the  ground  floor  with  tiny 
funds  that  have  good  records. 

A  $20  million  fund  can  do  things 
that  a  $2  billion  fund  can't.  It  can 
invest  significant  chunks  of  its  portfo- 
lio— say,  $500,000  at  a  time — in  verv' 
small  companies,  where  the  market  is 
less  efficient  and  the  chance  for  an 
outsize  gain  the  largest.  The  $2  bil- 
lion behemoth,  by  contrast,  has  to  put 
$50  million  into  a  stock  to  get  the 
same  impact  on  its  results.  That,  of 


coiu'se,  is  not  an  option  if  the  target 
growth  company  has  only  $50  million 
of  stock  outstanding. 

"All  else  being  equal,  a  small  fund 
run  by  a  good  manager  should  do 
better  than  a  large  fimd  run  by  the 
same  manager,"  says  fiand  analyst 
Kenneth  Gregor)'  of  San  Francisco. 
"It's  harder  to  invest  a  $500  million 
block  than  $25  million." 

Wasatch  Aggressive  Ec]uity  is  a  $19 
million  small-company  fiand  whose 
large  positions  (2%  of  assets  or  more) 
include  such  outfits  as  Future  Now,  a 
computer  retailer,  and  Jones  Medical, 
a  drug  and  vitamin  manufacturer  and 
distributor.  Neither  of  these  compa- 
nies has  more  than  $100  million  of 


stock  outstanding,  so  any  fund  rj  £ 
ager  who  wants  to  avoid  controj  w. 
more  than  5%  of  the  stock  has  to  I 
his  position  to  $5  million.  Tho 
nothing  to  stop  the  managers  of' 
billion  20th  Centuiy  Ultra  from  I 
ing  $5  million  of,  say.  Future  N 
except  that  they  would  be  was 
their  time;  even  a  double  in  the  m 
would  produce  only  an  impercepj 
gain  in  Ultra's  net  asset  value. 

Wasatch  is  run  by  Samuel  S.  Stev 
Jr.,  50,  a  former  finance  profess( 
Columbia  Universit) .  Cx)uld  thi 
the  next  Fidelit)'  Magellan?  Stewa| 
ofl^"  to  a  good  start.  In  the  past 
years  he  has  beaten  the  s&P  500  by 
percentage  points  a  year. 

The  biggest  potential  drawbaci 
a  pipscjucak  fund  is  that  it  may  ha' 
continuing  drag  on  performance 
the  form  of  a  high  expense  ratio.  Si: 
assets  mean  a  small  base  over  whici 
spread  the  costs  of  running  a  st| 
picking  operation.  But  disecononijw 
of  scale  aren't  always  an  issue.  M 
small  hinds  are  set  up  by  substan 
pension  fund  managers  as  a  vehicle 
showcase  their  talents.  Thanks 
those  larger  pools  of  money,  e 
little  portfolios  can  have  good 
search  and  technology'  bucigets 
hind  them  and  can  trade  their  he 
ings  at  lower  cost. 

Some  little  fiinds  run  by  big  invll- 
tors  include  Schafer  Value,  wht 
manager,  David  Schafer,  runs  anoti 


Still  at  the  acorn  stage 


Fund 

3-year 

Net 

Maximum 

annualized 

assets 

Expense 

sales 

Largest  holding 

Fund  manager 

Phone 

return 

($mil) 

ratio 

charge 

(800) 

State  Street  Research  Capital* 

197% 

$23.2 

1.78% 

none 

Chrysler 

Frederick  Kobrick 

562-00: 

Crabbe  Huson  Special 

19.7 

14.0 

1.54a 

none 

Cypress  Semiconductort 

James  Crabbe 

541-97:1 

Crabbe  Huson  Equity 

18.7 

22.4 

1.48a 

none 

Nordstrom 

Multiple  managers 

541-97:' 

Franklin  Balance  Sheet  Investment 

16.1 

10.4 

0.00a 

1.5% 

BSB  Bancorp 

Bruce  Baughman 

342-52; 

Muhlenkamp 

15.8 

7.2 

1.41 

none 

Green  Tree  Acceptance 

Ronald  Muhlenkamp 

860-38e 

Wasatch  Aggressive  Equity 

14.9 

19.0 

1.50a 

none 

Loewen  Group 

Samuel  S.  Stewart  Jr. 

345-74e 

Olyirpic  Small  Cap 

14.6 

11.0 

1.00a 

none 

cue  International 

George  Davis  Jr. 

346-73C 

Schroder  U.S.  Equity 

144 

20.7 

1.30 

none 

Illinois  Central 

Fariba  Talebi 

344-833 

WPG  Dividend  Income 

13.4 

21.2 

1.86 

none 

Storage  Technology 

Nelson  Schaenen  Jr. 

223-333 

*C  shares  only.  fEqual-size  holding  in  National  Medical  Enterprises. 
Sources:  Morningstar:  Forbes:  company  reports. 


a:  Net  of  absorption  of  expenses  by  fund  sponsor. 


Here's  an  assortment  of  tiny  funds  with  big  returns  in  recent  years. 

Ail  have  expense  ratios  below  2%  and  most  are  available  without  a  sales  load. 
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P  million  in  assets,  including  a 
|0  million  pool  for  Chubb,  the 
ranee  giant;  Schroder  U.S.  Equi- 
whose  manager,  Fariba  Talebi, 
»s  run  $450  million  in  small  and 
lium-size  stocks;  the  two  Crabbe 
ion  funds,  whose  advisers  mn 
>  billion;  and  pbhg  Growth  flmd, 
by  Pilgrim  Baxter  Greig  &  Asso- 
;s,  which  manages  a  total  of  $2.3 
on. 

iny  fimds  make  the  most  sense 
n  they  favor  small  companies: 
bbe  Huson  Special,  Miihlen- 
ip,  Olympic  Small  Cap,  pbhg 
bwth  and  Wasatch  Aggressive  Eq- 
i'  all  fall  in  this  category.  But  occa- 
kally  a  midget  fund  is  a  buy  for  an 
irely  different  reason:  It's  the 
apest  way  to  get  a  talented  manag- 
Consider  State  Street  Research 
5ital  Fund,  run  by  the  canny  Fred 
brick,  who  oversees  another  $1 
ion  for  the  Boston  behemoth. 
Tom  1967  until  this  April,  State 
:et  Research  Capital  was  restricted 
>tate  Street's  partners.  The  general 
)lic  could  get  Kobrick's  talents 
y  through  MetLife-State  Street 
jital  Appreciation  Fund,  which 
rics  a  4.5%  sales  load.  But  now  the 
ss  C  shares  of  Kobrick's  tiny  fimd 
available  without  a  load  for  IRA 
1  other  retirement  accounts, 
rhe  table  opposite  lists  ciiversified 
load  U.S.  equity  funds  with  assets 
ler  $25  million  and  annual  ex- 
ises  no  greater  than  2%.  They  are 
ked  by  three-year  average  total 
irn.  Hi 


Stocks  of  mutual  fund  operators  have  screamed 
upward  over  the  past  five  years.  Is  it  too  late  to  buy  them? 

Betting 
on  the  house 


By  Mary  Beth  Grover 

If  only  mutual  funds  performed  as 
well  as  the  companies  that  sell  them, 
we'd  all  be  rich.  In  the  past  five  years 
the  share  price  of  no-load  fimd  opera- 
tor T.  Rowe  Price  Associates  has  more 
than  tripled;  that  of  Franklin  Re- 
sources, which  controls  some  giant 
bond  ft^inds  and  the  Templeton  stock 
funds,  has  nearly  sextupled. 

Did  you  miss  out.^  There's  still  time, 
says  Lehman  Brothers  analyst  Dean 
Flberling.  Fund  company  stocks  look 


expensive,  most  of  them  trading  at 
between  21  and  26  times  trailing 
earnings.  But  the  industry's  prospects 
are  so  bright  that  these  stocks  are 
worth  buying  now,  he  says.  Mutual 
fund  assets,  excluding  some  $500  bil- 
lion in  money  market  funds,  should 
hit  $1.5  trillion  by  year-end,  he  says, 
and  will  keep  going  from  there. 

Here's  Eberling's  analysis.  A  large 
repository  of  bank  savings  remains 
poised  to  flow  into  funds.  "To  say 


Lehman  Brothers  analyst  Dean  Eberling 
The  party's  just  starting. 
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that  all  the  CD  money  has  rolled  into 
the  mutual  fund  business  is  crazy,"  he 
says.  Households  still  have  $800  bil- 
lion of  CDS  sitting  around,  most  of 
them  yielding  less  tiian  5%. 

Eberling  notes  that,  far  from  emp- 
tying their  bank  accounts  and  other 
short-term  savings,  individuals  have 
boosted  those  liquid  funds  by  $107 
billion  in  the  past  four  years.  Still,  they 
managed  to  add  $477  billion  to  their 
holdings  of  long-term  funds.  Clearly, 
investors  are  able  to  feed  vast  sums 
into  stock  and  bond  funds  from  their 
paychecks,  cashed-in  retirement  plans 
and  other  sources. 

Despite  the  image  of  Americans  as 
sybaritic  spenders,  Eberling  points 
out  that  net  savings  are  running  at  a 
$220  billion  annual  rate,  nearly  $100 
billion  more  than  in  1987.  To  be  sure, 
much  of  this  savings  takes  the  form  of 
new  accumulations  of  home  equit)' 
and  accmals  in  corporate  pension 
plans.  But  Eberling  figures  there  is 
$2.9  trillion  of  investable  household 
wealth  that  fmids  can  compete  for. 

Those  traditional  pension  plans, 
meanwhile,  are  losing  ground  to  de- 
fined-contribution  plans  like  401(k) 
accounts.  Self-directed  retirement 
savings  alone  should  be  capable  of 
delivering  at  least  12%  annual  growth 
in  fimd  assets,  says  Eberling. 

Then  there  is  the  recently  enacted 
tax  bill.  "You  won't  really  see  the 
response  until  people  see  it  in  their 
paychecks,"  says  Eberling,  "but  then 
tax-exempt  fiind  sales  are  going  to  be 
off  the  charts." 

As  evidence  that  the  market  still  has 


lots  of  rocim  to  grow,  Eberling  points 
out  that  just  27%  of  U.S.  households 
own  a  fund — roughly  the  same  as  5  or 
6  years  ago.  Fund  companies,  he  fig- 
ures, could  nearly  double  that  per- 
centage over  the  next  20  years. 

What  could  go  wrong  to  upset 
Eberling's  happy  forecast?  One  is  that 
the  two  dominant  players  in  funds — 
privately  owned  Fidelity  Investments 
and  mutually  owned  Vanguard 
Ciroup — could  become  even  more 
dominant,  taking  business  away  from 
the  publicly  traded  operators  Eber- 
ling is  in  love  with.  The  other  is  that 
price  competition  will  someday  come 
to  the  fund  business  as  it  has  already  to 
computers  and  airlines. 

Eberling  is  aware  of  these  risks,  but 
thinks  that  the  potential  rewards  out- 
weigh them.  Franklin  Resources  is  at 
the  top  of  his  buy  list.  The  company 
went  into  debt  to  pay  for  its  $911 
million  acquisition  of  the  Templeton 
fund  house.  Eberling  expects  Frank- 
lin to  pay  down  the  acquisition  debt 
rapidlv  and  looks  for  earnings  to  be  up 
29%  this  fiscal  year  and  18%  next.  The 
stock  recently  traded  at  43%,  or  21 
times  his  estimate  of  1993  earnings. 

Ready  to  ride  a  wave  of  tax  resis- 
tance is  single-state  muni  bond  king 
John  Nuveen  &  Co.  Notwithstand- 
ing that  single-state  muni  fund  inves- 
tors would  often  be  better  off  in  a 
national  fund  with  lower  expenses, 
Nuveen's  products  are  flying  off  bro- 
kers' shelves.  Municipal  bond  funds 
will  do  well  even  if  their  yields  drift 
lower,  Eberling  says:  "No  matter 
what  the  yield  does,  people  still  buy  to 


do  an  end  run  around  the  taxnl 
He  says  Nuveen  is  a  buy  at  37,1 
though  the  stock  has  already  doil 
from  its  May  1992  initial  offerinl 

T.  Rowe  Price  is  more  diver' I 
than  Nuveen,  with  an  asset  base  tl| 
40%  corporate  pension  funds  al 
product  line  running  the  gamut  I 
bonds  to  international  cqul 
Eberling  thinks  earnings  could 
15%  annually.  The  stock  reel 
traded  at  59y4,  or  20  times  his 
mate  of  1993  earnings. 

For  investors  in  high  braci 
Eberling  recommends  master  lini 
partnerships  Alliance  Capital  >| 
agement  and  Oppenheimer  CaJ 
(Don't  put  one  of  these  L.P.s  in 
IRA — you  could  wind  up  with  n  I 
"unrelated  business  income  tal 
Alliance's  recent  acquisition  of  Hi 
table  Capital  gives  it  more  than  ^1 
billion  in  assets  under  managenl 
and  better  access  to  Equitable's  inl 
ance  .sales  force.  And  Eberling  figjl 
Oppenheimer's  stellar  track  recoil 
managing  institutional  monev  shcl 
help  it  build  its  mutual  fund  busirl 

Is  there  anything  Eberling  doci 
like.^  You  might  interpret  his  "rl 
tral"  rating  on  Dreyfiis  and  Pioil 
Group  as  a  pan.  The  problem  \l 
Pioneer  is  that  half  the  compaf 
earnings  come  from  its  majorit)'  sil 
in  a  Ghana-based  gold  mine;  fl 
sales  are  lackluster.  Dreyfus'  Achil 
heel  is  its  dependence  on  low-mail 
money  market  Rinds.  For  the  pasll 
quarters,  assets  at  Dreyfus  have  hi 
ered  around  $80  billion  w 
competitors'  assets  have  soared. 


The  public  money  managers 

Company 

Recent 

Price/ 

Price/ 

—Earnings  per  share — 

Trailing 

price 

assets' 

cash  flow 

fiscal  year 

P/E 

1992 

1993  est 

Alliance  Capital  Management,  LP^ 

21% 

1.6% 

10,7 

$1.33 

$1,03 

25 

Dreyfus  Corp 

41% 

1.8 

15.1 

2.45 

2,77 

16 

Franklin  Resources 

43% 

4.1 

22.6 

1.59 

2.05 

23 

John  Nuveen 

37 

4.8 

19.9 

1.57 

1,88 

21 

Oppenheimer  Capital,  LP^ 

251/2 

2.1 

13.6 

1.74" 

1,93^ 

15 

Pioneer  Group 

44% 

2.7 

10.0 

2.35 

2.47 

21 

T  Rowe  Price  Associates 

59% 

1,8 

17.7 

2,37 

2.95 

26 

United  Asset  Management^ 

44% 

1.7 

NM 

1.53 

1.88 

26 

'Total  price  of  the  business  (market  value  of  common  shares,  plus  debt,  less  cash)  divided  by  assets  under  management 

^Limited  partnership,  whose 

earnings  will  be  depressed  beginning  in 

1998,  when  partnership  is  taxed  as  corporation.  ^Holding 

company:  runs  no  funds.  "Fiscal  1993.  ^Fiscal 

1994.   NM:  Not  meaningful. 

In  a  bull  markell 
money  managirl 
is  a  lucrative  lirl 
of  business.  Lel| 
man  Brothers' 
Dean  Eberling 
recommends  all 
these  stocks 
except  Dreyfus, 
Pioneer  and 
United  Asset 
Management. 
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j|8,  Michael  Kassen  chased  hot  stocks  for  a  living.  At 
he  buys  for  value  and  is  willing  to  wait  for  the  action. 


gunslinger 
rows  up 


lason  Zweig 

(/  DID  Michael  Kassen  get  a  job 
ing  Neuberger  &  Berman  Part- 
Fund?  Neuberger  &  Berman  is 
of  the  leading  value  fund  houses; 

of  its  $27  billion  in  assets  is 
ktcd  as  if  high  price/earnings  ra- 
■were  symptoms  of  a  dangerous 
J  disease.  Yet  Kassen, 
arned  his  spurs  in  the 
1980s  as  head  of  Fi- 
Select  Technolog)' 
blio — a     fimd  that 
s      on  high-priced 
vth  stocks.  After  turn- 
n  a  56%  return  in  1982, 
en  was  a  Money  maga- 
cover  boy,  and  the  Fi- 
ity  fimd's  assets  explod- 
from  $47  million  to 
9    million.  Nemesis 
ck.  The  ink  was  scarcely 
on  the  magazine's  print 
when  the  fund  crashed, 
|ng  a  sixth  of  its  value 
\  nearly  $200  million  in 
ts  in  1984.  m^m 
he  gunslinger  is  older 
\\  iser  now.  In  his  three  years  at 
rncrs,  Kassen  has  turned  the  fund 
Lind.  After  returning  21.8%  a  year 
the  decade  through  1986  and 
ing  Forbes'  honor  roll  that  year, 
tners  spent  the  next  five  years  lag- 
g  the  Standard  &  Poor's  500. 
Cassen  got  off  to  an  inauspicious 
t.  He  came  on  board  in  mid- 1990 
1  the  fund  lagged  the  s&P  by  2 
nts  that  year.  But  in  1992  he  re- 
iped,  pushing  10  points  past  the 
^gish  market.  Kassen's  overall  rec- 
[  to  date;  Partners  (assets,  $1.1 
ion)  has  beaten  the  S&P  by  1.7 
centage  points  per  year,  with  a 
npound  annual  return  of  13.2%. 
Cassen  was  28  and  three  years  out 


of  Han  arci  Business  School  when  Fi- 
delity put  him  in  charge  of  its  technol- 
ogy sector  fimd  in  1981.  It  was  an 
exciting  game,  but  something  about 
it  bothered  Kassen.  "I  kept  seeing 
stocks  react  on  a  penny  or  two  of 
quarterly   earnings,"    says  Kassen, 


Neuberger  &  Berman  Partners  Fund  manager  Michael  Kassen 
From  "What  can  I  buy?"  to  "What  should  I  buy?" 


"and  I  wondered  what  relation  that 
possibly  had  to  what  they  were  really 
worth.  It  was  as  though  the  market 
knew  the  price  of  everything  and  the 
value  of  nothing;  the  mentality  was 
not  'What  should  I  buy?'  but  'What 
can  I  buy?'  " 

Kassen  says  he  is  much  more  com- 
fortable buying  for  value.  "Salomon 
Inc.  just  reported  great  earnings  to- 
day," he  says.  "And  the  stock  went 
down!  I'm  adding  to  it."  He  has  also 
been  picking  up  Abbott  Laboratories 
and  Biogen.  "Unless  the  government 
starts  outright  price  controls,"  he  ex- 
plains, "if  you  have  a  unique  new 
drug,  you'll  still  have  pricing  power." 

Kassen  also  likes  some  companies 


that  are  standoffish  with  the  press  and 
W.ill  Street  analysts.  Among  them:  Pro- 
gressive Coi-p.,  die  Cleveland-based 
auto  insurer,  and  Carter-Wallace,  the 
New  York  daig  and  consumer  prod- 
ucts company.  "When  a  company  al- 
ready won't  talk,"  he  says,  "they  can't 
not  talk  more.  So  die  market  percep- 
tion can  only  get  better." 

Carter-Wallace  also  owns  several 
established  brand  names,  including 
Arrid  antiperspirant,  Nair  hair  remov- 
er and  Trojan  condoms.  These  are 
pluses  in  Kassen's  book.  "There's 
such  an  antipathy  now  toward  brand- 
name  stocks,"  Kassen  says.  "But  it's 
hard  for  me  to  believe  that  a  good 
brand  name  is  bad." 

Another  Kassen  holding  is  Voda- 
fone  Group  Pic.  Unlike  most  U.S. 
cellular  companies,  London-based 
Vodafone  is  already  profitable.  The 
firm  is  expanding  into  Hong  Kong, 
Greece,  Sweden  and  Malta. 
"That  [expansion]  is  de- 
pressing current  earnings," 
says  Kassen,  "but  it's  also 
building  the  value  of  the 
enterprise." 

Orion  Capital  Corp.  is  a 
ininiconglomerate  special- 
izing in  such  insurance  lines 
as  workers'  compensation, 
liabilit}'  coverage  for  archi- 
tects and  engineers  and 
nonstandard  automobile 
insurance.     After  losing 
money  in  the  mid-1980s, 
Orion  now  has  a  20%  return 
on  equity,  yet  still  sells  for 
just  eight  times  earnings. 
Kassen's      fiind  owns 
500,000  shares  of  it. 
From  his  days  at  Fidelity,  Kassen 
still  has  a  modest  taste  for  technology 
stocks.  For  Neuberger  &  Berman 
Partners  Fund,  he  has  bought  Komag 
Inc.,  which  makes  coated  disks  for 
computers.  After  Komag  made  a  $60 
million  acquisition  in  1991  and  hiked 
research  and  development  spending, 
the  stock  crashed  from  24  to  11  — 
just  14  times  earnings.  Kassen  began 
buying  at  12;  recentiy  Komag  was 
back  up  to  22y4. 

No-load  Neuberger  &  Berman 
Partners  Fund  has  a  portfolio  turn- 
over of  about  90%,  roughly  average 
for  equit)'  funds,  and  charges  annual 
expenses  of  86  cents  per  $100  of 
assets — reasonably  thrifty.  H 
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Get  K  Straight 

Newspapers!  Magazines!  TV!  News 
is  everywhere,  with  thousands  of 
journalists  racing  to  give  it  to  you 
every  second.  But  amid  this 
information  overload,  which 
journalists  can  you  trust  to  give 
you  the  whole  story?  Which  ones 
should  you  beware  of?  The  new 
Forbes  MediaCritic  will  help  you 
find  answers  to  these  questions. 
Forbes  MediaCritic  will  steer 
you  through  today's  fast-paced, 
news-fiUed  world. 

Starting  this  October  and 
coming  to  you  four  times 
a  year,  the  new  Forbes 
MediaCritic  will  explore 
how  the  media  covers  the 
most  important  topics  of 
the  day.  It  wiU  examine 
major  stories  covered 
by  the  media  and  help 
you  judge  how  well 
journalists  do  their 
job.  It  will  also  help 
you  get  a  handle  on 
all  the  information 
you  receive  every  day. 
To  become  media-sawy  and 
media-smart,  get  FoRBES  MediaCritic.  It's  for 
readers  who  want  the  best  that  journalism  has  to  offer, 

Also... 

With  your  paid  subscription  of  $39.00  you  will  in  addition  receive  the  FORBES 
MediaCuide  500  (a  $19.95  value).  MediaGuide  500  gives  you  critical,  nonpartisan  reviews 
of  the  nation's  top  500  journalists  and  how  they  covered  the  year's  major  stories. 


For  more  info  or  to  order  your  subscription,  call  1-800-825-0061. 


MONEY  a  INUESTMENTS 


)pped-up  inflation  may  be  a  bit  in  the  future,  but  it's  not  too  soon  to  switch 
m  long-term  bonds  to  the  relative  safety  of  shorter-term  bonds. 

Ceep  'em  short, 
mi  not  too  short 


AY  BE  losing  the  battle  but  I  still 
i  ik  I'll  win  the  war.  I  advised  read- 

(Ap7'.  26)  to  get  ready  for  an  end  to 
long  bull  market  in  bonds.  Too 

y,  but  Fm  not  ready  to  recant. 

Vhat  passes  for  economic  policy  by 
1  Clinton  White  House  is  virtually 

iranteed  to  slow  die  economy.  The 

ntons  seem  determined  to  regulate 

I  tax  away  whatever  vigor  the  econ- 
,  y  has  been  showing.  Temporarily, 

;  is  good  for  bonds  because  it  keeps 
:  nand  for  money  anci  thus  interest 

:s  low — so  the  bond  market  has 

n  strong. 

^onger  range,  the  slowing  of  the 
inomy  means  that  the  White 
luse  will  sooner  or  later  push  infla- 
iiary  policies  in  the  hope  of  avoid- 
.  disaster  at  the  polls.  The  tax  in- 
ases  in  themselves  will  be  inflation- 
,  as  businessmen  factor  the  costs 
D  their  pricing  decisions, 
nevitably,  too,  continued  devalu- 
;  of  the  dollar  against  the  yen  will 
:  itribute  to  inflation  pressure.  The 
.t  of  anything  imported  from  Japan 
1  rise  in  direct  proportion.  In  a 
)re  subtle,  invidious  kind  of  infla- 
n  pressure,  higher  prices  on  foreign 
ods  will  make  it  easier  for  U.S. 
1  nufacturers  to  get  price  increases 
:  their  own.  Driving  up  the  yen  may 


penalize  Japanese  efficiency,  but  it 
also  subsidizes  American  inefficiency. 

The  Federal  Reserve  System  is  al- 
ready preparing  for  higher  inflation. 
The  July  forecast  of  Federal  Open  Mar- 
ket Committee  members  centered  on 
price  increases  of  3%  to  3V4%  for  1993, 
up  fi-om  2V2%  to  2%%  projected  in 
February'.  For  1994  they  see  inflation  at 
3%  to  3>V2%.  That's  not  ainaway  infla- 
tion, but  it  isn't  deflation. 

As  Howard  Banks  described  in 
What's  Ahead  for  Business  (Au£r.  16), 
die  Fed  is  determined  not  to  lose  the 
hard- won  fight  against  inflation.  Thus 
it  will  keep  the  benchmark  federal 
funds  rate  higher  than  the  inflation 
rate.  The  Fed  maintains  it  is  ready  to 
raise  the  funds  rate,  currently  at  a  3% 
target,  by  50  basis  points,  to  3.5%,  or 
about  a  half- percent  more  than  infla- 
tion, maybe  as  early  as  September. 

Thomas  Sowanick,  chief  fixed  in- 
come strategist  for  Merrill  Lynch,  ad- 
vises investors:  "'Heed  Chairman 
Greenspan's  warning  that  real  short- 
term  rates  at  zero  are  unsustainable 
and  are  destined  to  rise  higher."  A 
rising  inflation  rate  and  short-term 
interest  rates  rising  ahead  of  it  can 
spell  nothing  but  trouble  for  bonds. 

How  to  position  yourselfl'  Individ- 
uals would  be  well  advised  to  switch 
from  long  maturities  and,  to  a  degree, 
from  very  short  maturities  to  medium 
maturities.  Specifically,  sefl  issues  due 
in  ten  or  more  years,  and  get  out  of 
maturities  of  less  than  three  years. 

Here's  why  this  midmaturity  strate- 
gy makes  sense.  Short  maturities  will 
be  under  pressure  from  the  Treasury's 
objective  to  reduce  long  bond  offer- 
ings and  increase  those  of  three  years 
and  under.  Longs  are  highly  vulnera- 
ble to  even  early  warnings  of  higher 
inflation  rates.  But  intermediate  ma- 
turities still  offer  a  reasonable  blend  of 


yield  and  market  safety;  even  if  inter- 
est rates  rise  sharply,  capital  losses  are 
limited  in  intermediates. 

For  a  good  yield  with  reasonable 
risk,  go  as  far  out  as  ten  years  in  good- 
quality  electric  utility  bonds.  Wliile 
long  bond  yields  have  been  dropping, 
ten-year  notes  have  been  holding  fair- 
ly steady.  Some  examples:  Common- 
wealth Edison  7%s  of  2002,  yielding 
6.32%,  72  basis  points  more  than  the 
ten-year  Treasury;  Long  Island  Light- 
ing 7.05s  of  2003  at  a  spread  of  85 
basis  points  over  the  ten-year  Trea- 
sury; Niagara  Mohawk  6V8S  of 2003  at 
a  spread  of  89  basis  points  over  Trea- 
surys  of  similar  maturity.  While  these 
carry  some  market  risk,  the  relatively 
high  yields  compensate  for  that  more 
than  they  do  in  ten-year  Treasurys. 

In  moving  from  both  ends  of  the 
yield  curve  to  the  middle,  you  can 
enhance  yields  and  minimize  risk.  A 
3 -month  Treasury  bill  brings  a  return 
of  only  3%;  a  5 -year  Treasury,  5%.  So 
for  litde  extra  risk  you  enhance  your 
yield  by  two  flill  percentage  points. 
Going  far  out  out  isn't  worth  the  risk: 
A  30-year  Treasury',  paying  only  120 
basis  points  more  than  the  5 -year, 
doesn't  offer  enough  extra  yield  to 
compensate  for  the  much  higher  de- 
gree of  market  risk. 

If  I  thought  inflation  was  going  to 
take  off  next  month,  I  would  advise 
getting  out  of  bonds  entirely.  But  I 
agree  with  John  Rutledge  (see  p.  156) 
that  serious  inflation  may  be  as  much 
as  two  years  away.  In  the  interim,  even 
the  cautious  investor  might  as  well 
skim  those  extra  basis  points  by  stay- 
ing with  intermediate-term  bonds. 

Capital  risk  on  the  3-  and  4-year 
issues  is  not  so  great,  while  the  extra 
yield  makes  them  a  reasonable  alter- 
native to  cash  or  Treasury  bills  for 
temporary  investments.  H 
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If  a  roulette  wheel  had  more  reds  than  blacks,  you 
could  do  very  nicely  putting  your  money  on  red.  Yet  in  the 
stock  market,  most  people  would  bet  on  the  blacks. 

The  wheel  turns 


BY  DAUID  DREMAN 


David  Dreman  Is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  auttior 
of  The  New  Contrarian  Investment  Strategy. 


My  first  book,  Psychology  and  the 
Stock  Market,  published  in  1977, 
demonstrated  that  it  pays  to  bet 
against  the  crowd.  At  the  time,  the 
book  was  treated  as  rather  quaint  by 
academe.  After  all,  this  was  the  heyday 
of  the  Efficient  Market  Hypothesis, 
which  assumes  markets  are  totally  ra- 
tional— meaning  the  crowd  is  usually 
right.  So  entrenched  was  this  hypoth- 
esis that  academic  journals  reflised  to 
publish  my  articles  questioning  it. 

But  the  world  turns.  And  today  the 
academic  world  has  been  turned  up- 
side down.  The  hottest  topics  the 
professors  are  examining  now  are  the 
ones  they  hooted  at  for  years.  For 
investors  there  are  some  important 
lessons  here.  No  longer  trying  to  ar- 
gue that  it  is  impossible  to  beat  the 
market  except  by  taking  extraordinar)' 
risks,  the  professors  are  busy  tiying  to 
figure  out  why  some  people  consis- 
tently do  beat  the  market. 

And  so  the  research  backing  the 
low-P/H  strategy  I  began  advocating 
in  the  1970s  and  have  presented  in 
this  column  since  1980  is  now  show- 
ing up  in  some  of  the  same  academic 
journals  that  rejected  the  concept 
when  I  offered  it  to  them  a  decade  and 
a  half  ago. 

But  it  is  not  only  the  low-p/E  ap- 
proach that  the  professors  have  dis- 
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covered.  Other  value  yardsticks,  nota- 
bly high  cash  flow  to  market  price 
(FoRBKS,  June  16,  1986)  and  high 
book  value  to  market  price,  have  also 
been  shown  to  provide  superior  re- 
turns. Two  of  the  most  important 
papers  verifying  these  strategies  are 
about  market  price  to  book  (1991), 
written  by  Eugene  Fama  and  Kenneth 
French,  and  another,  soon  to  be  pub- 
lished, on  low  P/E,  price  to  book 
and  price  to  cash  flow,  by  Josef 
Lakonishok  et  al. 

The  serious  investor  can  now  docu- 
ment from  many  academic  sources 
that  there  are  ways  to  consistently 
beat  the  market.  So  why  don't  more 
people  beat  the  market? 

The  answer  is  simple.  They  lack 
discipline.  They  won't,  or  can't,  stick 
to  a  single  line  of  action,  and  get 
pulled  hither  and  yon  by  whatever 
happens  to  be  the  hot  fad.  Investors 
love  to  follow  the  crowd.  When  the 
crowd  rushes  after  a  group  of  stocks, 
inevitably  that  group  becomes  over- 
priced and  other  less  fashionable 
groups  become  underpriced.  This  is 
the  overwhelming  reason  contrarian 
strategies  work  so  consistently. 

When  they  join  the  crowd,  people 
almost  always  are  persuaded  that  they 
have  seen  clearly  into  the  future.  In 
spite  of  powerfiil  evidence  to  the  con- 
trary (see  my  Forbes  column,  Dec.  9, 
1991)^  people  believe  they  can  pin- 
point the  earnings  and  outlooks  for 
companies  years  far  into  the  future. 
Most  of  the  time  they  prove  wrong 
and  it  costs  heavily.  Conversely,  peo- 
ple just  as  consistently  underestimate 
the  prospects  of  out-of- favor  stocks. 

Crowd-following  is  also  the  reason 
folks  drive  initial  public  offerings  and 
exciting  groups  like  the  biotechs  to 
prices  bordering  on  the  insane.  The 
pattern  is  repeated  time  and  again.  It 
has  little  to  do  with  economics  and 
everyrthing  to  do  with  psychology, 
human  nature. 


That's  why  discipline  matters 
much.  You  must  have  the  strengt 
character  not  to  get  carried  away 
instead  to  do  unpopular,  unfashii 
able  things. 

Not  that  value  investing  is  infj 
ble.  But  it's  a  bit  like  playing  a  gj 
roulette  wheel  with  many  more  r 
than  blacks.  So  play  red — you  \\( 
win  every  time,  but  if  you  keep  a 
the  odds  are  stacked  heavily  in  y 
fa\'or  over  time. 

Here  are  a  few  contrarian  stockl 
look  at  today: 

Angelica  (23)  manufactures  i 
markets  uniforms  and  operate? 
chain  of  retail  uniform  and  s 
stores.  The  company's  earnings,  h 
by  the  recession,  are  beginning 
rebound  and  should  show  continu 
improvement  as  the  economy  pi 
up  steam.  The  stock  trades  at  a  P/li 
15  times  1993  estimates  and  yields 
above-average  3.9%. 

Kmart  is  very  much  a  contraria 
stock  today,  down  from  a  12-moi 
high  of  28  to  its  current  23. 
company  is  taking  some  aggress 
steps  to  improve  earnings  in  the  c 
rent  lackluster  retail  environment, 
trades  at  a  P/E  of  13  and  yields  4.1 

Abbott  Laboratories  (26),  like 
rest  of  the  drug  group,  is  in  the  m 
ket's  doghouse.  Earnings  per  sh 
should  reach  a  record  high  of  abc 
$1.60  a  share  this  year  and  sh 
another  good  increase  in  1994.  R 
has  a  P/E  of  16  and  yields  2.6%. 

Firstar  (33)  is  a  smaller  interst; 
bank  hokiing  company  based  in  W 
consin.  Framings  are  likely  to  read 
near  record  this  year  and  show  fiartl 
gains  in  the  foreseeable  fiiture. 
trades  at  a  P/E  of  1 1  and  yielcis  3.2 

Fourth  Financial  (28)  is  the  larg' 
banking  company  in  Kansas.  Earnir 
should  increase  at  a  close  to  1 
growth  clip  over  the  next  seve 
years.  The  stock  trades  at  a  P/E  of 
and  yields  3.3%. 
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f;tephen  Leeb  has  a  pretty  good  forecasting 
I'ecord,  but  nothing  like  what  is  being 
;laimed  in  some  of  his  advertisements. 

Computer  tricks 


strcnr 


BY  MARK  HULBERT 


more 


:ccp 

1/lark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
qpfj  )ased  Hulbert  Financial  Digest,  which  monitors 
;he  performance  of  investment  advisory  letters. 
His  nemst  book  is  Ttie  IHulbert  Guide  to  Financial 
ipf,.jjj  Vews/etefs  (Dearborn  Financial  Publishing). 


The  personal  computer  revolution 
s  having  a  particularly  powcrfi.il  effect 
oiitiiiifcn  the  investment  letters.  Individuals 
low  can  do  research  that  is  every  bit  as 
mpressive  as  that  conducted  by  the 
argest  institutions,  which  makes  it 
relatively  easy  to  start  an  investment 
etter  or  advisory  ser\'ice. 

But  there's  a  downsicie:  Some  peo- 
ple are  selling  letters  based  on  strate- 
gies that  have  not  been  tested  in  real 
time.  There's  a  big  difference  be- 
tween mere  back- testing  on  a  com- 
puter and  taking  the  time  to  see 
whether  these  new  approaches  work 
in  the  real  world.  Systems  that  aren't 
tested  in  real  time  should  be  avoided. 

That's  why  I'm  suspicious  of  adver- 
tisements for  Tlje  Bijf  Picture,  edited 
Dy  Stephen  Leeb.  Leeb  already  has 
over  100,000  subscribers  (if  we  count 
Personal  Finance,  another  letter  he 
edits),  and  he  also  manages  a  mutual 
ffind  (the  Leeb  Personal  Finance 
Fund).  According  to  recent  advertis- 
ing for  The  Bijj  Picture,  Leeb's  econo- 
metric market-timing  model — called 
the  Master  Key — would  have  turned 
$10,000  into  more  than  $45.2  mil- 
ion  since  1980.  That's  a  gain  of  more 
than  452,000%,  or  91%  compound- 
ed. The  advertising  even  includes  a 
table  reporting  the  dates  of  every 
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strong  buy  signal  generated  by  the 
Master  Key  over  these  13  years. 

There's  just  one  problem:  Only  a 
minority  of  these  are  the  dates  of  the 
buy  signals  Leeb's  model  actually 
generated  over  this  period.  The  bal- 
ance reflects  back-testing.  They  are 
die  dates  on  which  Leeb  says  his 
market- timing  model — as  it  stands 
now  after  extensive  revisions — would 
have  generated  buy  signals. 

Leeb's  18 -page  advertisement 
doesn't  try  to  hide  this  back-testing, 
but  neither  does  it  trumpet  it.  At 
several  points  it  concedes  that  this 
452,000%  gain  is  a  combination  of 
"back-testing  and  published-in-ad- 
vance  predictions."  This  acknowl- 
edgment began  to  appear  in  the  ad- 
vertising following  one  of  my  col- 
umns earlier  this  year  (Feb.  15),  in 
which  1  pointed  out  that  his  previous 
advertisements  claiming  a  gargantuan 
gain  were  based  on  revisionism. 

But  it  appears  Leeb's  advertisers'  act 
of  contrition  has  been  only  partial. 
Consider  the  following  current  adver- 
tising claim  about  Leeb's  advice  prior 
to  the  crash  of  1987:  "The  Master  Key 
has  accurately  predicted  every  major 
market  top  since  1980!  .  .  .  [On]  Oc- 
tober 2  [1987]  it  plunged  to  a 
screaming  [sell  signal],  and  you  know 
what  happened  after  that." 

My  records  show  what  happened 
after  that.  The  issue  of  Leeb's  news- 
letter written  in  die  week  following 
Oct.  2  (I  received  it  six  days  before  the 
crash)  reported  this  market- timing 
model — which  at  the  time  was  called 
the  Master  Technical  Composite — to 
be  solidly  bullish. 

In  my  opinion,  here's  what's  going 
on  here:  Leeb,  knowing  now  what  he 
does  about  the  market — including 
knowing  that  the  crash  of  1987  hap- 
pened— has  revised  his  market-timing 
model  so  that  it  would  have  issued  a 
sell  signal  two  weeks  prior  to  that 


crash.  In  other  words,  if  he  could  do  it 
all  over  again,  he  would  have  issued  a 
sell  signal  in  advance  of  the  crash. 
Woukdn't  we  all." 

Leeb's  revisionism  doesn't  only 
cover  October  1987.  Take  1991,  for 
example.  According  to  the  Hulbert 
Financial  Di^esfs  records  of  Leeb's 
weekly  telephone  hotline  messages, 
his  model  was  on  a  strong  buy  signal 
during  1 1  weeks  that  year.  Yet  only  4 
of  these  weeks  appear  on  the  table  in 
Leeb's  current  advertising.  And,  you 
guessed  it,  the  market's  average  gain 
in  the  7  now  missing  weeks  was  only 
about  one- third  as  much  as  it  was 
during  the  4  that  remain. 

Stripping  away  his  advertising 
claims,  this  is  what  my  figures  show 
his  record  has  been:  Since  the  fall  of 
1987,  when  Leeb  began  editing  The 
Bijj  Picture,  the  letter's  two  model 
portfolios  on  average  have  achieved  a 
1 0.6%  compound  annual  total  return, 
in  contrast  to  9.6%  for  the  Wilshire 
5000.  Not  bad,  but  nothing  like  some 
of  his  claims. 

Leeb  says  he's  confident  that  his 
market-timing  model  will  have  a  great 
record  in  the  future.  And  he  argues 
there's  nothing  wrong  with  constant- 
ly revising  his  system  to  make  it  better 
and  better.  He's  right,  but  until  the 
revisions  are  tested  in  real  time  and 
not  just  back-tested,  we  will  have  to 
suspend  judgment  as  to  how  useful 
the  revisions  are. 

While  we  wait  for  these  results,  let's 
compare  Leeb's  letter  with  the  two 
other  services  I  follow  that  also  use 
econometrics.  Over  the  2V2  years  that 
I  have  real-time  records  for  all  three 
ser\'ices,  the  other  two  have  done 
better  than  Leeb.  Hussman  Econo- 
metrics (John  Hussman)  produced  a 
131 .9%  return  over  the  past  30 
months,  and  the  stock  portfolio  of 
Market  Lojjic  (published  by  the  Insti- 
tute for  Econometric  Research) 
gained  74.2%.  Leeb's  trading  portfo- 
lio— the  one  that  supposedly  pro- 
tiuced  in  excess  of  452,000%  over  13 
years — gained  58.7%  over  these  30 
months.  Over  the  six  years  the  HfDhas 
tracked  both  Leeb's  and  Market  Lo£f- 
ic's  portfolios,  however,  Leeb  has 
done  much  better — 106%  to  30%. 

Next  time  a  market  letter  claims 
results  that  def\'  belief,  check  to  see  if 
they  are  based  on  real-time  markets  or 
on  computer  back-figuring.  tM 
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In  the  1980s  most  investors  successfully  played 
the  U.S.  stock  market.  In  the  1990s  the 
smart  ones  will  play  many  markets. 

Is  there  life 
after  stocks.^ 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  new^sletter  covering  the 
business  outlook  and  investment  strategy. 


"The  marjcet  continued  its  strong 
rally  today."  If  you  think  that  means 
that  the  Dow  Jones  industrial  average 
hit  another  new  high,  vou  are  living  in 
the  1980s,  not  the  19'90s. 

In  the  early  1980s  you  could  have 
bought  almost  any  U.S.  equity  and 
done  very  well  over  the  decade. 
American  stocks  were  clearly  "the 
market"  for  domestic  investors  seek- 
ing substantial  gains.  But  the  easy 
money  is  over.  The  continuing  elimi- 
nation of  excess  debt,  excess  emplov- 
ees  and  excess  real  estate  will  subdue 
economic  growth  and  corporate 
earnings,  as  will  higher  taxes  and 
steadily  growing  regulation. 

Only  the  naive  could  expect  stocks 
to  yield  9%  in  this  decade  after  return- 
ing 17.5%  in  the  1980s.  It  will  take 
two  decades  of  about  6%  annual  re- 
turns, averaged  with  the  1980s,  to  get 
back  to  that  much-heralded  9%  trend. 
There's  a  historical  pattern  here. 
Stocks  were  strong  every  fourth  de- 
cade—1920s,  1950s  and  1980s— and 
weak  in  between 

So  is  there  no  alternatixc  but  a 
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retreat  to  the  sidelines  and  drawing 
3%  on  vour  money.^  Fortunately, 
there  are  alternatives.  Options  and 
futures,  for  example,  but  only  those 
traded  on  public  exchanges  with  pay- 
ment guaranteed  by  the  exchanges. 

Highly  leveraged.''  Sure,  futures  can 
be,  but  you  don't  need  to  use  the 
leverage  and  potentially  suffer  huge 
lo.sses.  For  example,  if  you  agree  that 
the  natural  gas  bubble  is  over  and 
prices  will  continue  to  rise,  you  can 
buy  a  December  natural  gas  ftitures 
contract  on  10,000  million  btus  now 
worth  $25,850.  For  a  low-risk  way  to 
play  this,  just  put  up  the  $2 ,700  mar- 
gin required  for  this  contract  and  keep 
the  remaining  $23,150  in  Treasury 
bills.  Or  you  can  buy  a  December  call 
on  natural  gas  excercisable  at  $2.50 
per  million  BTUs  for  16.3  cents,  a  7.8 
cents  premium  over  the  current  price 
of  $2,585.  If  the  price  rises  24.1  cents 
between  now  and  the  Nov.  13  expira- 
tion date,  you  will  double  your  mon- 
ey, and  if  it  falls  below  $2.50,  your  loss 
will  be  limited  to  your  purchase  price. 

In  short,  options  and  futures  aren't 
as  scary  as  they  seem.  In  some  cases, 
they  are  the  purest  way  to  implement 
a  theme.  For  example,  in  line  with  my 
global  deflation  view,  I  expect  lower 
copper  and  oil  prices.  If  you  agree 
with  that,  you  could  short  copper  and 
oil  stocks,  but  most  oil  companies  also 
produce  natural  gas,  which  will  likely 
rise  in  price,  and  they  may  be  insulated 
in  other  ways  from  falling  crude 
prices.  Using  options  or  ftitures,  how- 
ever, you  could  short  oil  and  go  long 
natural  gas  and  win  twice  rather  than 
see  two  attractive  themes  offset  each 
other  with  no  net  gain. 

The  long  position  in  F.uropean 
bonds  and  stocks  that  I  recommend - 
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jistsoinB' 

ed  in  my  Apr.  26  column  has  woi  pcissue- 
very  well,  but  only  for  those  who  i 
futures  to  hedge  the  strengther 
dollar  that  accompanied  declitlMfl 
European  interest  rates.  Alternati^  [imviilsivi 
you  can  largely  eliminate  the  neec 
currency  hedges  by  owning  FAirop 
bond  and  stock  index  contracts 
this  approach  obviously  also  invo( 
futures.  Buying  currency-hedged 
ropcan  stock  and  bond  mutual  fti 
is  another  approach.  This  transfers 
hedging  chore  to  the  fund  manai 
but  doesn't  eliminate  it. 

In  my  Aug.  30  column,  I  rec< 
mended  going  long  the  dollar 
shorting  major  foreign  currencies 
eluding  the  yen,  using  ftitures, 
only  practical  way  for  most  to  im] 
ment  this  theme.  Those  of  us  v 
were  short  yen  futures  on  Aug. 
when  the  Fed  sold  yen  for  dollars,  I 
a  wonderful  day.  The  Administrat 
finally  had  an  attack  of  common  sc| 
and  realized  that  a  weak  dollar  doe^ 
redress  our  trade  deficit  with  JapaJ 

Back  in  the  States,  short-sellin| 
another  market  for  implement! 
likely  economic  themes.  Here's  q 
As  medical  cost  control  overu'hel 
the  earlier  zeal  for  preserving  lifej 
any  cost,  drug  company  stocks 
continue  to  suffer.  Thev  are  still  oV 
priced  and  too  stubbornly  held 
true  believers  who  have  not  yet 
cepted  reality'.  The  same  is  true 
the  national  brand  food  and  tobad 
companies    amidst    the  consun 
stampede  to  house  brands  and  gen 
ics.  Mv  advice:  Short  the  lot. 

In  conclusion:  Don't  be  a  creatii 
of  habit.  The  stock  market  was 
game  to  play  in  the  1980s.  For  t 
1990s  you  will  need  to  be  invoh  ed 
lots  of  markets 
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IT  TAKES  AUDACITY 
0  SUCCEED  IN  BUSINESS 


INTRODUCING: 


Astonishingly  Fresh  and  Imaginative  Approach  to  Understanding  Money, 
vei;  and  Business.  Written  Especially  for  Today's  Leadership  Generation. 


ust  some  of  the  subjects  covered  in 
ier  issue— all  typical  of  the  stimu- 
"^^"'"^  as  you'll  get  in  copy  after  copy: 

Vill>lll 

J«i  1  country  that  has  gone  through  a 
'^"'^1  I,  convulsive  period  that  left  it  an 
'^■'W  basket  case.  Russia  1992?  No.  America 
S^""  imaginative  steps  we  took  then,  some 
3d  years  ago,  could  save  Russia  today. 


ELTSIN,  MEET  ALEXANDER 

'ON  by  Jude  Wanniski. 


irdo 


JOs  GM   as  a  hungry  number  tv^o  that 
erceived  a  changing  marketplace  and 
ocked  number-one  auto  builder  Ford, 
ind  complacent,  from  its  number-one 
uncannily  similar  to  the  way  the 
beat  the  U.S.  auto  industry  in  the  '70s 


BNERAL  MOTORS  BEAT  FORO 

'enster. 


F. 


ORBES  and  American  Heritage 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  Audacity.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
of  American  Heritage,  with  the 
finger-on-the-pulsB  business 
acumen  of  Forbes. 
It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career 
As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know." 


We  used  to  start  our  manager; 
on  the  shop  floor  Now  we 
start  them  off  in  business  scho 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  managemen 
we  have  put  ourselves  in  seve 
jeopardy 

WHY  BUSINESS  HISTORY 

An  interview  vrtth  Alfred  Chandlei 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  11  Air 
Force  general's  scrawled  "Splendid'"  on  a  report  Watsoi 
wrote  as  a  young  pilot  that  meant  more  than  the  rest 
combined  and  galvanized  his  self-confidence. 
MY  TURNING  POINT  A  regular  feature. 

Where  did  the  great  companies  that  failed  go  wrong' 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America's  first  international  airline 
and  RKO  Radio  Pictures. 
BOOT  HILL  Another  regular 
feature  in  every  issue 


larantBB:  If  the  first  issue  you  receive  doesn't  live  up  to  your  expectations, 
[t  free  of  charge  and  cancel  your  subscription  Your  money  will  be  refunded  In  lull 


iiiuui%  ititnua 


MONEY  &  INVESTMENTS 


While  the  pundits  fret  about  the  terrible  news,  the 
stock  market  keeps  going  up.  Go  with  the  flow. 

Thebiguglies 


1  BY  LASZLO  BIRINYI  JR. 

Laszio  Birinyi  Jr.  is  president  of 
Birinyi  Associates,  New  York,  a 
financial  consulting  firm. 


Ih  my  sources  are  right,  there  will  be  a 
lot  of  bald  pates  on  Wall  Street  this 
fall,  since  many  money  managers 
claim  they  are  pulling  their  hair  out 
tr)'ing  to  figure  out  this  market.  Why 
does  it  keep  going  upr 

I  recendy  ran  a  statistical  correla- 
tion between  the  stock  market  anti 
various  factors  to  figure  out  what  was 
driving  this  market.  The  statistical 
exercises  did  little  to  enlighten  me. 

Neither  did  the  news  reports.  Eu 
rope  is  in  the  throes  of  its  longest 
recession  since  1983.  The  British 
prime  minister  apparently  is  in  trou- 
ble, the  continent's  currency  situation 
is  a  mess  and  no  one  seems  to  like  the 
German  central  bank. 

Despite  all  this  dire  news,  except  for 
the  British,  every  European  stock 
market  is  showing  double-digit  gains. 
Sweden  is  up  almost  40%  this  \'ear, 
Italy  and  Spain  nearly  30%.  Even  the 
apparently  anemic  5%-plus  gain  of  the 
British  market  took  it  to  an  alltime 
high  and  the  first-ever  close  over 
3000  for  the  Financial  Tiines  'mdcx. 

Is  it  any  wonder  then  that  the  pun- 
dits are  going  bald' 

But  instead  of  losing  hair  and  sleep 
I  will  ignore  the  news  and  go  with  the 
markets.  The  stock  markets  are,  I 
think,  saying:  Economic  recovery  is 
on  its  way.  How  else  do  you  account 
for  the  stocks  that  are  leading  in  the 
U.S.,  for  instance? 


Unlike  last  year,  this  has  not  been  a 
market  with  small,  o-t-c  growth.  It 
has  not  been  a  good  year  for  the 
drugs,  tobaccos,  etc. — the  leaders  of 
the  1 9X()s.  And  energy  has  been  okay, 
but  it  is  not  responsible  for  the 
market's  attack  on  3600.  So  where's 
the  muscle? 

Through  the  first  seven  months  of 
the  year,  almost  80%  of  the  gain  in  the 
Dow  Jones  has  come  from  C'aterpil- 
lar.  Sears  and  Eastman  Kodak.  One 
manager  I  know  characterized  these 
as  the  "big  uglies."  Generally,  the 
companies  have  been  stodgy,  familiar 
and,  as  they  used  to  say  at  basketball 
games,  b-o-o-o-r-ring. 

Their  stocks,  however,  have  been 
anything  but  boring.  Sears,  for  ex- 
ample, recently  traded  up  4%  in  one 
day;  Kodak  v\'as  up  3  the  day  the 
board  of  directors  exerted  its  pres- 
sure; and  GM,  another  big  ugly,  often 
moves  as  quickly  as  one  of  its  test 
track  vehicles. 

Wall  Street  professionals  generally 
don't  like  these  stocks.  One  reason  is 
that  if  thev  have  been  in  the  business 
for  a  while,  they  have  probably  lost 
money  on  them  more  times  than  they 
care  to  remember.  Caterpillar,  for  in- 
stance, is  notorious  for  its  reluctance 
to  talk  to  analysts.  People  with  long 
memories,  when  told  that  Eastman 
Kodak  is  finally  on  the  mend,  will 
recall  that  they  have  heard  that  stor\' 
before.  But  despite  the  folks  with  long 
memories,  these  stocks  are  going  up. 

Which  brings  me  to  my  bu}'  sugges- 
tions: There  are  a  lot  of  otlier  big  uglies 
around  that  ha\en't  gone  up  much. 
They  are  worth  a  look  right  now. 

Westinjjhotisc  (15).  Graybeard  in- 
vestors may  remember  that  ciH  and 
Westinghouse  once  competed  in 
price  as  well  as  product.  As  late 
as  November  1986  GE  was  a  $40 
stock,  Westinghouse  $30.  Today,  of 
course,  GE  flirts  with  $100  while 
its  competitor  hopes  to  reach  $20. 
Happily  I  see  a  chance  of  its  doing  so. 


There  are  increasing  signs  that  ir 
vidual  in\esiors  are  buying  tli 
stocks,  and  while  institutions  an 
necessarily  enthusiastic,  they  ar( 
selling  the  stock,  either.  If  you 
a  patient  investor — congratu  latin 
there  are  not  many  of  you  aroun( 
this  is  one  to  consider. 

Boeinjj  (39),  too,  is  on  the  \ 
back.  No  American  company  si 
more  overseas  than  does  Boeing, 
currency  is  always  a  considerati' 
And  the  market  likes  this  area — < 
of  Boeing's  competitors,  McDc 
nell  Douglas,  is  up  over  50%)  for 
year.  Investors  are  warming  to  t 
stock,  and  if  those  overseas  mark 
are  right  and  things  get  better,  tl 
if  any  companies  will  benefit  mt 
than  Boeing. 

Cummins  Engine  (80),  like  Cat 
pillar,  makes  machinen'.  Big  mach 
ery.  It  hasn't  done  nearly  as  welll 
the  other  company  but  interest 
building,  and  I  would  suggest  tl 
inx  estors  who  ha\  e  ridden  Cat  to  | 
dirt  consider  switching  at  least  part 
their  riches  to  this  stock. 

There  are  a  few  big  uglies  I  woi 
still  avoid.  Du  Pont  is  one.  Insti 
tions   have   been   using  rallies 
lighten  up,  and  you  should  not 
commodate  them  by  buying  \\l 
thev  are  dumping. 

Another  that  doesn't  act  well 
Ingersoll-Rand,  a  giant  manufactu 
of  industrial  equipment.  My  figu 
show  that  the  public  is  buying  t 
stock,  but  so  far  institutions  ha\'e  be 
tepid  to  slight  sellers,  so  you  mii 
wait  for  more  good  news  before  o 
panding  your  interest. 

Also,  I  would  be  war\'  of  big  ugli 
that  have  taken  a  beating  recent 
These  include  the  drugs,  IBM  a 
Philip  Morris.  It's  not  enough  to 
just  big  and  ugly  to  make  it  in  t 
market.  What  you  need  are  stocks  tli 
have  been  out  of  favor  for  seve 
years.  Drugs  and  tobacco,  howe\ 
have  just  recently  fallen  out  of  fa\  < 
and  many  investors  are  rooting  1 
these  stocks  not  because  they  want 
buy  them  but  because  they  want 
sell  or  at  least  lighten  some  of  th 
huge  holdings. 

Big  uglies  are  likely  to  ha 
gone  through  massive  restructurir 
downsizing  and  reorientation.  I- 
and  ugly  are  not  enough.  Lean  ai 
mean  are  needed.  I  : 
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STOCK  TRENDS 

MONEY  a  INinSTMENTS 


The  technology  issues  have  fared  poorly  during 
the  summer  months,  creating  a  buying 
opportunity.  But  stay  with  the  leaders. 

Time  for  tech 


BY  R.S.  SALOMON  JR. 


R  S  Sdiomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
R'^search  assistant:  Caroline  Davenport. 


A  SUMMER  LULL  in  the  performance  of 
rcchnology  stocks  is  one  of  the  few 
consistent  seasonal  patterns  in  the 
market.  This  year  the  weakness  gives 
investors  an  unusual  opportunity'. 
Not  only  are  the  stocks  relatixely 
cheap,  but  technology  companies  are 
benefiting  from  strengths  in  capital 
spending — one  of  the  few  bright 
spots  in  today's  economic  picture. 

I  here  are  several  reasons  that  tech- 
nology issues  typically  fare  poorly 
during  the  summer  months.  Major 
customers  in  Europe  virtually  shut 
down  in  August.  This  year  has  been 
c\en  slower  than  usual  because  of 
\\  idcspread  economic  recession.  This 
summer  is  a  sleepy  one  in  the  U.S.  as 
well:  Companies  rarely  launch  major 
spending  projects,  and  technology 
firms  do  not  introduce  new  products. 
New  product  introductions,  which 
create  excitement  for  the  stocks,  are 
timed  to  coincide  with  companies' 
spending  patterns  and  are  generally 
made  in  the  first  and  fourth  c]uarters 
of' the  year. 

Having  said  this,  I  caution  readers: 
Stay  with  the  current  leaders.  Problems 
at  .-\pple  and  ll'.M  ha\e  reminded  people 
of  the  risks  of  investing  in  the  sector. 
Stockholders  are  likely  to  be  the  last 


ones  to  know  that  a  particular  product 
or  a  group  of  products  has  become 
obsolete.  In  addition,  the  price  wars  in 
personal  computers  and  ciisk  drives 
have  had  a  sobering  effect  on  potential 
buyers  of  technology  stocks.  Wliat  is 
going  on  here  looks  like  the  kinci  of 
strateg}'  being  used  in  many  industries 
today  to  hold  on  to  market  share  in  a 
slow-growing  economy. 

Despite  these  hazards,  technology 
looks  like  an  excellent  place  to  put 
money  in  today's  economy.  Managers 
are  looking  to  bolster  productivit)'  by 
installing  or  expanding  innovative 
computer  and  telecommunications 
systems.  By  and  large  it  is  this  type  of 
investment  that  explains  the  strengths 
in  capital  spending.  Companies  are 
building  networks,  not  factories. 

Sometime  in  the  next  year  or  so 
European  economies  will  begin  to 
emerge  from  recession — a  \'iew  that  is 
reinforced  by  recent  events.  This  will 
be  an  added  boost  to  business  for 
technology  and  telecommunications 
companies. 

But  given  the  hazards  of  investing 
in  technolog)',  how  can  an  investor 
take  ad\'antage  of  the  summer  dol- 
drums and  cash  in  on  the  underh'ing 
strength  of  the  technology  industn'r 
In  my  view,  by  sticking  with  proven 
winners  rather  than  trying  to  specu- 
late on  turnarounds  or  on  the  hope  of 
promised  new  products.  I  recom 
mend  three  high-qualit\'  firms  and 
one  speculative  one: 
■  Intel (64:)  is  the  leading  manufactur- 
er of  integrated  circuits  that  serve 
computers;  this  business  accounts  for 
75%  of  sales.  About  half  of  sales  are 
made  (werseas.  The  Intel  486  chip 
continues  to  be  in  high  demand.  The 
new  Pentium  chip  is  now  in  produc- 
don.  Intel  is  attracdvely  priced,  based 
on  projected  earnings  of  $5.25  in 
1993  and  $5.80  for  1994.  Down  from 
its  high,  Intel  is  a  cheap  stock  at  less 


than  10  times  expected  1994  earnings. 

■  Motorola  (96)  global  wireless 
communications  operations  account 
for  60%  of  revenues  and  profits;  semi- 
conductor operations  add  another 
25%  of  revenues  and  profits.  Foreign 
business  is  52%  of  sales.  Revenues  are 
growing  at  a  rate  of  13%  to  16%, 
fueled  by  the  proliferation  of  wireless 
communications  in  overseas  markets. 
Earnings  could  come  in  at  around 
$3.25  in  1993  and  $4.05  in  1994. 
This  is  not  a  cheap  stock,  but  it  is  an 
extraordinar)'  company. 

■  Novell  (20)  designs,  manufactures 
and  services  high-performance  local 
area  networks.  The  company's  prod- 
ucts are  based  on  the  proprietary 
Netware  operating  system  and  enable 
personal  computers  to  share  re- 
sources, and  to  communicate  with 
other  computers  on  the  same  net- 
work. International  sales  are  47%  of 
the  total.  The  company's  operating 
performance  will  likely  benefit  from 
such  new  products  as  Netware  4.0, 
UnixWare  and  nos  7,  which  has  just 
been  released.  Earnings  are  estimated 
at  $1  in  1993  and  $1.35  in  1994. 

■  Nextcl  (38,  formerly  Fleet  Call)  is 
the  leading  provider  of  specialized 
mobile  radio  wireless  communica- 
tions services  in  nine  of  the  largest 
metropolitan  areas  in  the  U.S.  It 
provides  sei^vices  to  approximately 
189,000  subscribers  currently  and  is 
constructing  digital  mobile  networks 
to  employ  new  technology  developed 
by  Motorola  that  will  increase  the 
capacity'  of  the  existing  spectrum  by  at 
least  15  times.  Nextel  is  focusing  on 
business  users,  as  well  as  residential 
customers  in  upper-income  brackets. 
In  essence,  the  company  is  building — 
essentially  from  scratch — a  competi- 
tive wireless  communications  net- 
work. Nextel  is  the  most  speculative 
of  the  four  stocks  I  recommend  but 
holds  great  promise.  H 
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FINANCIAL  SERVICES 


IS  THE  MARKET 
^^TOO  HIGH^^? 


I  Ihe  stock  market  now 
tif^oed  for  sizable  gams, 
(ji  lor  another  "free  fall'"' 

Before  you  make  any  de- 
i:it,iQns  to  unload  slocks,  or 
to  buy  more,  or  to  sland 
pal.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  mdicalors 
MARTIN  ZWEIG  «,hich  I've  spent  more 
than  30  years  developing 

These  are  Ihe  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50  4°o  gam  for  the 
crash  year "  of  1987  with  a  9%  portfolio  gam  on 
Black  Monday  itself  and  thai  made  possible 
the  Forecast  s  huge  638  5°o  gains-with  nof 
even  one  down  year-over  the  12'  j  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services  (Past  results  are  no  guaran- 


tee of  future  performance ) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
(S20  retail)  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course 

Three-Month  Trial  $55. 
One  Year  S265.Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900  Wantagh,  NY  11793-0926 


EXTRA  BONUS 


PRESENTATION  EQUIPMENT 


LASER  POIHTER 
$7995 


Engraving  Available! 


Mode  in  the  USA  ■  1  Yeor  Warranty 


FINANCIAL  SERVICES 


NOW...Advance  Reports  on  all 

NEW  ISSUES: 

New  Issues  Outlook,  published  every  10  days  ,, 

•  gives  you  full-page,  in-deplh.  Advance  Reports 
on  all  Initial  Public  Offerings,  weeks  before  they 
go  public 

•  highlights  the  most  promising  offenngs  and 
besl-pertorming  underwnters 

•  monitors  the  pnce  performance  of  all  stocks  in 
the  "after-markef'  for  nine  months 

Try  New  Issues  Outlook  lor 
six  weeks  (five  issues)  for  S39 
with  money-back  guarantee 
and  receive  as  a  gift,  the  90- 
page  1993  New  Issues 
Performance  Directory  (sold 
nationally  for  $75)  lyfail  this 
ad  with  your  name,  address 
and  $39  check  (NY  residents 
add  sales  tax),  or  call  toll-free 
with  VisaWasterCard  Frnw/fyN™  issues  d<k.i 

1-800-477-3331.  Ext.  3211 

NEW  ISSUES  OUTLOOK 

50  Main  SI.  White  Plains,  NY  10606 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

CallWrttefor  FREE  KIT: 
P  O.  Box  484-FB 
Wilmington,  DE  19899 

800-321 -CORP  •  302-652-6532 


^htuurt' 


$  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maiuilacturing  to  Small  Retail  Sliops 

No  Brokerage  fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  $85^  $55 

An  introductory  subscription  to  The  Value  Line  Investment  SuTVe]| 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line  s  mil 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  Hoi 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  st( 
each  week  for  10  weeks  for  $65s$55.  Available  only  once  every  three  yea 
any  household.  SPECIAL  BONUS:  "With  your  subscription  you  also  ' 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  q 
3.500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  thiSj 
convenient  guide  features  special  explanations,  helpful  hints,  and  ca) 
histories  on  87  topics  of  special  interest,  contributed  by  32  industrjl 
professionals — plus  48  case-example  paragraphs  by  the  author.  (Availil 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax-deductjl 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  namji 
address  and  zip  code  together  with  this  ad  or: 

Call  ToU-Free  1-800-833-0046 

^^=^  (Ext  2903-Dept  616E13)  American  Express,  MasterCard  or  Visa  24  tiours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

7 1 1  3rd  Avenue 
NY.  IVY  10017-4064 


VOICE  MAIL 


Multi-Line  Voice  IVIail  Plus. . . 

VAX  ON 
DEMiftVD.' 


REAL  ESTATE 


RKAL  K.S TM  K  KXtH  \ 


Northeast  manulatlurer  (.onsolidatll 
lions  IS  willing  to  exchange  tlrms  1.3 
Equil\  in  .'i.l'ilUKKUK)  industrial  h« 
ANOFFICEBlILDINti.SHOl 
CENTER.  OR  FLORIDA  HQ 
with  business  owner  whose  e\pandinj 
can  make  use  of  this  modem  6.S,0Q 
warehouse  in  a  prestige  industrial 
Box  272  Port  Wastiington,  N.YJ 
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MBA  ADMISSIONS 


FAX  ON  DEMAND 
VOICE  MAIL 
CALL  PROCESSING 
TELEMARKETING 

V/S  PLUS  gives  you  professional 
VOICE  MAIL  &  AUTO  TRANSFER 
while  it  pounds  out  Fax'd  Hard  Copy 
non-stop  24-hours  a  day  Give  it  to  them 
-  NOW!  Complete  Package  with 
Hardware  and  FAX  Soltware.  2  year 
warranty.  Requires  PC/AT/386/486 

V/SPLUS  onlyJ699 

MULTI-LINE  HARDWARE   fromS299 

(Develper/OEM  package  specials) 
(VISA-MC-AMEX-CODl 

For  Sales  and  Inlormation  Call: 

1-800-947-4884 

510-522-3800  •  FAX:  5 1 0-522-5556 
I  TALKING  TECHNOLOGY,  INC.  •  , 

1 125  Allanlic  Ave  ,  Alameda,  CA  94501  /// . 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


Applying  to  elite  MBA  progj 

As  you  know,  competition  is  stiffl 
Admissions  Strategy  offers  inside  ml 
to  achieve  a  competitive  advani 
Written  by  a  recent  University  of  C 
grad  with  significant  admissions  exi 
For  monograph,  send  $95  to 
MBA  Admissions  Strategy,  195  N.  HI 
Suite  1807,  CfiicagcIL  6060 
Full  refund  if  not  completely  satil 
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j 


ANGUAGE  INSTRUCTION 


USINESS  OPPORTUNITIES 


IV/ien  Microsoft  Corp 
hansfers  software  engineers 
for  a  stint  in  its  Tokyo  office, 
it  gives  ttiem  a  computer 
(program)  colied  'Power 
Japanese'  made  by 
BayWare  ' 

The  Wall  Street  Journal 

Learn 
Japanese 

Power  Japanese  t^^e 
jvjard-winning 
software  system  for 
Windows-based 
PC's,  combines  lust 
m  Itie  right  mixture  ot 

I  ^  sound,  grapliics. 
■r  and  content  to 

■V  make  iearning 

M  Japanese  a 

I  ^^^^  stimulating 
I  intellectual 
Jkr^  adventure' 

1  Coll  tor  a 

FREE  demo; 
600-538-8867 

Now  at 
COMP  USA 
and  other 
fine  retailers 


Iniversity  Degrees 

study  Associate,  Bachelor, 
.  degrees.  Paralegal,  Finance, 
jceting.    Management,  Health 
Administration,  InternationEd 
ess.  Human  Resources. 
Call  fSOO)  477-2254 
(uthern  Calirornia  University 
Fashion-F,  Tustin  CA  92680 


fOLLEGE  DEGREE 

HELORS  •  MASTERS  •  DOCTORATE 
For  Wort.  Lite  and  Academic 
Eiperience  ■  No  Classroom 
Attendance  Required 
1-«0(M23-3244 
FAX  (310)  471-6456 
or  send  detailed  resume 
lor  Free  Evaluation 

I'acific  Western  University 

y  Sepulveda  Bivd  Depi  185  Los  Angeles.  CA  90049  , 


DUCATIONAL  SERVICES 


i! 


FREE  VIDEO 


XTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
redit  for  work. /life  exp.  •  Accredited 
(800)  955-8879  (24  hrs.) 

1  LaSalle  University 

Dept.  879  Slidell,  LA  70459-2000 
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Make  Your  Presentation 
?         More  Effective 


Laser  Pointer 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S&H 


Dealer 
Inquiries 
Welcome 


55  Oak  Court,  Danville.  CA  94526  USA 
Tel  510^820-1763  Fax  510-820-8738 


800-854-6686  Depti 


EXECUTIVE  GIFTS 


GENUINE 
ALLIGATOR  and  STERLING 


*  Free  Engraving  ' 
Handsome.  Large  Tile. 
Glazed  Alligator  Belt  witti 
Monogrammed  Sterling  Silver  Buckle. 
Factory  Direct  Price;  $297 
(Add'$4.9.S  UPS  Shipping) 
Sizes:  26-44 

Color:  1 )  Black  Engraving:  

2)  Mahogany  (up  to  iniliaK) 
AMERICAN  ALLICATOR  ACCESSORIES 
CALL  NOW:  800-929-5859 
or  Fax:  203-873-2222 
Satisfaction  Guaranteed 


MAIL  ORDER 


"Elevette" 

Practical 

Luxury. 

Enjoy  ttte  practical 
luxury  of  "Elev- 
ette", ttie  custom- 
built  residential  ele- 
vator ttiat's  ideal 
lor  ttiose  who 
can't  or  stiouldn't 
climb  stairs  Write 
today  for  more 
information; 


INCLINAIOR 


C  O  M  P  A  N 

Oept  7 
P  O  Box  1557 
Harrisburg.  PA 
17105-1557 


AMERICA 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

P.O.  Box  24426.  IJept.  KG8.  Seattle,  WA  98124 


WATCHES 


ANY  watch;; 

ANY  STYLE.' 
ANYTIME. 
CALL  TODAY. 
NO  DELAY. 


INCLUDED. 


1-800-528TIME 


PMiLADELPHiA  •  BALA  CYNWYD 

CALL  FOR  FREE  CATALOG. 

WATCHES  PROM  $100.  TO  KipO.POO.. 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all 
Precious  Gemstones.  Free  wholesale 
catalog  since  1967!  Member:  Jewelers 
Board  of  Trade  &  Chamber  of 
Commerce. 

HOUSE  OF  ONYX 
1  Mam  St.,  Greenville.  KY  42.M5 
l-«nn-«44-.M0n  or  fax  502-338-9605 


EXECUTIVE  GIFTS 


SCOTLANDS 
FINEST  FOODS 
WORLD  RENOWNED 

Gifts  of  Distinction 

PRE-SLICED 
SMOKED  SCOTTISH 

SALMON 

1LBSIDE  W 

2  LB  SIDE  *64.50 

6-Four  oz.  Handy  Freezer 
packs  11/2  Lbs.  554.SO 

Inquire  about  additional 
gournnet  products  and 
corporate  discounts. 

1-800-858-7100 

FAX  410-644-0635 


CARVED  MAHOGANY 


•  16"  lo  77'  models  ore  Hand 
crofted  from  solid  mohogony  with 
hondpainted  maddngs  ond  details 

•  Over  160  models  m  slock 

•  Priced  from  $99  50 

•  Solisfodion  guofonleed 

Call  1-800-950-9944 
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To  some  stoclcs, 
there  is  a  season 

Analyst  Matthew  Baker  of  Sanford 
C.  Bernstein  &  Co.,  who  follows 
small-cap  stocks,  has  reviewed  ana- 
lysts' forecasts  for  technok)gy  small- 
caps  over  the  last  15  years.  He  found 
that  in  April  they  start  to  make  big 
cuts  in  their  estimates,  and  these  revi- 
sions accelerate  through  the  late  fall. 
In  December,  the  analysts  begin  to 
reverse  course  and  raise  estimates.  In 
March  the  cycle  begins  anew. 

The  performance  of  technology 
stocks,  says  Baker,  has  reflected  a  simi- 
lar pattern.  Down  go  the  estimates, 
down  go  the  stocks.  So  the  small-cap 
technology  stocks  traditionally  un- 
derperform  substantially  in  the  late 
summer  and  early  tall. 

But  this  year  the  pattern  is  oft'a  bit, 
which  says  to  Baker  that  there  now 
could  be  some  risk  in  small-cap  tech- 
nology stocks.  Why.^  Because  even 
though  the  group's  share  of  large 
downward  revisions  has  been  rising 
since  April,  they  still  haven't  under- 
performed  the  other  small  caps  Baker 
follows  by  that  much. 

His  advice:  Shy  away  from  diose  diat 
lately  have  had  big  estimate  cuts.  Some 
examples:  Western  Digital  (5^2),  Inter 
graph  (10%),  Cirrus  Logic  (26%),  Stor- 
age Teclinology  (29V^),  Walker  Interac- 
tive (61/4),  Exabyte  {WA),  Ametek 
( 131/2),  Conner  Peripherals  (12%), 
Read-Rite  (12^/2),  Sequent  Computer 
(14%),  Data  General  (9%),  Retix  (7), 
Quantum  (12%),  Continuum  (17%), 
Maxtor  (6%),  Computemsion  (3%), 
Picturetel  (IVVs)  and  Seagate  Technol- 
ogy (20%). 

Instead,  he'd  focus  on  stocks  for 
which  estimates  have  recently  been 
raised.  These  include  Dallas  Semicon- 
ductor (18),  Xilinx  (4378),  Lattice 
Semiconductor  (23%),  Zilog  (30%), 
DSc:  Communications  (61),  i  si  Logic 
(181/8),  Tellabs  (57%8),  Altera  (26%), 
EMC  Corp.  (341/4),  Pyxis  (54%8),  VLSI 
(14),  Teradyne  (28),  National  Semi- 
conductor ( 18%),  Wellfleet  Commu- 
nications (55),  Tektronix  (25%8), 
Amdahl  (4i%6)  and  Borland  (20i/8). 

Disko  fever 

Splaking  0¥  technology'  stocks,  the 
stocks  of  companies  maldng  the 
small-diameter  disk  drives  that  store 
data  for  computers  are  notoriously 


volatile.  James  Kloppenburg,  invest 
ment  strategist  for  New  York's  Need- 
ham  &  Co.,  thinks  the  best  way  to 
spot  the  turns  is  when  the  stocks  go 
down  on  good  news  and  up  on  bad. 
Such  a  moment  is  at  hand,  he  says. 

The  June  quarter  stank.  C'onner 
Peripherals,  Maxtor,  Micropolis  and 
Western  Digital  all  had  operating 
losses.-  Quantum  Corp.  eked  out  a 
profit  but  forecasts  a  third-quarter 
loss.  Only  Seagate  lechnology's 
earnings  were  healthy. 

The  September  quarter  will  also  be 
weak,  says  IvJoppenburg.  Yet  the 
stocks  are  stirring.  NYSH-listed  C'onner 
recently  reached  I2%4,  up  from  a  12 
month  low  of  9.  And  Seagate  hit  20% 
on  the  o-t-c,  near  its  52 -week  high. 

Trouble  is,  while  current  valuations 
of  the  drive  stocks  are  comparable  to 
what  they  were  at  the  bottom  of  the 
last  cycle,  in  the  fall  of  1991,  back 
then  inventories  were  verv  low.  Now, 
they're  still  fairly  flush.  Kloppenburg 
doesn't  think  the  stocks  will  have  as 
large  an  upside  as  they  did  coming  out 
of  the  last  trough. 

A  better  play,  says  Needham  analyst 
John  McManus,  is  the  suppliers  to  the 
disk-drive  industry,  the  best-posi- 
tioned of  which  enjoy  much  better 
margins  than  the  drive  companies. 

McManus  likes  $413  million  (esti- 
mated 1993  sales)  Komag,  Inc.,  a  lead- 
er in  thin-tilm  media.  Recent  o-t-c 
price:  22%.  He  estimates  the  Milpitas, 
Calif. -based  company  will  earn  $1.55 
a  share  this  year  and  $2.40  in  1994.  So 
the  stock  sells  for  only  nine  times  next 
year's  anticipated  earnings.  He  also 
likes  Applied  Magnetics  Corp.  (esti- 
mated calendar  1993  sales,  $388  mil- 
lion), which  is  improving  its  share  of 
the  thin-film-head  market.  Recent 
NYSE  price:  10%.  McManus  expects 
the  Goleta,  Calif. -based  company  to 
earn  $1.02  a  share  in  calendar  1993 
and  $1.69  the  following  year.  The 
stock's  trading  for  just  six  times  his 
1994  estimate. 


Tanl^ers  out  of  the  tanl(? 

Oil  PRICES  are  weak.  Tanker  rates  are 
depressed.  Yet  analyst  Philip  Dodge 
of  Boca  Raton-based  Southeast  Re- 
search Partners  has  a  strong  bu\'  on 
$280  million  (estimated  1993  reve- 
nues) OM!  Corp.,  a  big  tanker  opera- 
tor. Recent  NYSE  price:  61/4.  Nor  is  he 


An  OMI  oil  tanker 

A  rising  tide  could  lift  tanker  stocks. 


the  only  bull  on  oil  tankers.  Anaj 
James  J.  Dowling  of  New  York's  B 
man  Selz  also  likes  NYSE-listed  O^ 
seas  Shipholding  Group  (17%)!, 
well  as  Stolt-Nielsen  S.A.  (I71/2)  ; 
HI  Shipping  (31/8),  both  of  wli 
trade  over-the-counter. 

The  business  is  depressed  becauj 
bunch  of  new  ships  hit  the  market 
as  world  oil  demand  slumped  and  ]V 
die  East  oil  exports  tumbled.  The  sp 
market  rate  for  a  supeitanker,  abi 
$28,000  a  dav  before  the  Gulf  war, 
below  $10,060. 

Since  then,  rates  have  been  \  olai 
but  remain  low.  Most  operators 
still  in  the  red  or  at  break-even, 
that  could  soon  change  dramatica 
The  bulls  think  weak  oil  prices  co 
lead  to  greater  oil  use.  And  an  incre 
in  U.S.  oil  imports  would  mean  m 
work  for  the  tankers.  The  numbei 
old  tankers  being  scrapped  is  risi 
almost  offsetting  new  deli\'eries 
yond  this  year.  So  the  market,  whi 
overcapacity  currendy  is  just  a  slim 
to  5%,  could  turn  tight  by  next  yea 

Indeed,  the  shares  of  foreign  tan 
companies  like  Norway's  Berge 
D.Y.  A/S  have  lately  had  big  mov 
Can  the  U.S.  operators  be  far  behir 

Take  OMi,  which  has  an  interest 
44  ships.  Since  last  tall  OMi  stock 
recovered  from  3%8,  but  at  61/4  it's  s 
around  book  value  and  well  below 
1990  high  of  liy8. 

The  compan\'  is  bareh'  breaki 
even,  has  suspended  its  small  14-c« 
annual  di\'idend,  and  is  about  to  hi 
row  $150  million.  Yet  Chief  Exec 
tive  Jack  Goldstein  is  a  shrewd  sh; 
ping  investor  who  must  see  a  tui 
around  in  the  works.  Last  year  c 
bought  in  a  passel  of  its  own  stock 
there  are  31.7  million  shares  oi 
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ling — and  now  aims  to  use  its 
able  cash  to  buy  more  ships. 
\i  say  it's  a  good  moment  to  be  a 
r  of  secondhand  ships,"  sa\'s 
1  stein.  Ditto  the  stocks. 

-James  R.  Norman 


izilian  power  play 

lirANHiA  Enhrghtica  de  Minas 
lis  (Cemig),  the  big  Brazilian 
fxic  utilit)'  situated  in  the  state  of 
as  Gerais,  generates  and  distrib- 
power,  mostly  to  BraziPs  big, 
owned  mining  companies  and 
dnationals  like  Alcoa.  Last  year 
3  million  (sales)  Cemig  lost  $56 
on  from  operations.  Yet  its  stock, 
':h  trades  on  the  Brazilian  bolsa, 
umped  nearly  threefold  since  De- 
ber.  The  reason:  Brazil  plans  to 
ktize  its  electric  utility  sector, 
ut  tu'o  thirds  of  Cemig's  shares 
*ield  by  state  and  federal  agencies, 
ow  can  U.S.  investors  play  Ce- 
'  Since  June  its  sponsored  Ameri- 
*1  Depositaiy  Receipts  (each  repre- 
10,000  Cemig  shares)  have 
ed  over-the-counter.  There  are 
It  700,000  ADRs  outstanding;  re- 
price, 13^2.  (They  account  for 
er  1%  of  Cemig's  equity  capital.) 
nalyst  Francisco  Martins  of  Op- 
leimer  &  Co.  has  a  buy  on  Cemig 
5  for  his  institutional  clients.  But 
t  about  those  operating  losses.^ 
:ilian  utilities,  he  explains,  regu- 
have  run  in  the  red.  Under  law 
're  guaranteed  a  10%  to  12%  re- 
on  investment,  but  the  federal 
:rnnient  deliberately  sets  rates  be- 
that  threshold,  as  part  of  its  anti- 
ition  plan.  Cemig  accounts  for  the 


:rence  between  the  returns  it's 
'S'  )osed  to  make  and  what  it  actually 
.es  by  accruing  the  gaps  into  an 
f'i'fcalance -sheet  receivable  owed  it 
the  government.  Those  arrears 
'  come  to  over  $2  billion, 
ow  the  government  wants  to 
'  the  slate  clean,  so  it  has  convert- 
tiis  debt  into  credits  that  the  utili- 
can  use  to  pay  down  their  own 
:s  to  various  government  institu- 
s.  Thus,  when  Cemig  goes  pri- 
,  it  will  have  a  very  strong  balance 
;t.  Another  plus:  Brazil  intends  to 
dectric  rates  rise  faster  than  infla- 
;  especially  good  news  for  Cemig, 
of  Brazil's  lowest-cost  power  pro- 

rs.  -JOFL  MiLLMAN  H 


BB)  With  MS, 


Teaching    painting   volunteenng  Cindy 
Teal  won't  give  in,  give  up  or  be  satisfied  with  |ust 
getting  by,  despite  being  left  legally  blind  and 
severely  disabled  by  multiple  sclerosis,  a  chronic 
disease  of  the  central  nervous  system 

With  the  aid  of  an  assistance  dog  pulling  her 
wheelchair,  she  teaches  a  disability  awareness  pro- 
gram for  children  Displaying  unflagging  dedica- 
tion, she  works  with  a  host  of  organizations 
serving  the  dusabled  in  her  home-state  of  North 
Carolirui  By  holding  a  bmsh  between  her  lips, 
she  paints  miniature  bird  portraits  which  have 
brought  her  acclaim 

Like  her  paintings,  Cindy  is  a  rare  bird  But 
she's  not  alone  in  her  unyielding  hope  that  some- 
day a  cure  lor  MS  will  be  found 

The  National  Multiple  Sclerosis  Sociery  is 
trying  to  make  that  dream  a  reality  by  funding 
vital  research  in  genetics,  virology  and  immunol- 
ogy To  find  out  more  about  the  Society  and  its 
services,  call  1-800-624-8236  Help  the  quarter 
of  a  million  Arnencans  with  MS  help  themselves 


MATIONAL  MULTIPLt   SCLEROSIS  SOCIETY 


20b EASI  4?  STREET 


7  S?06  (212)966  32<0 


1  ■800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 

City  

State   


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Fbrbes 
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Des  Moines,  lA  50340-0048 
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If  you  Mke  the  Trib 

when  you're 
travelling,  why  not 
get  it  at  home? 

Now  the  International  Herald 
Trihnne  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
hriefing  -  with  features  on 
travel,  fashion,  glohal 
investinff  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAI 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
( )f  life's  pressures. 

Laucala  is  for 

people  w  ho  w  .mt  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often  ^•■-'w  . , 

as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
prix'ate  Rinway  and  dailv  scheduled  commercial  flig 

Find  out  more  about  this 
paradise  in  the  Fijis  and  oui 
special  Island  Exclusive 
Laucala,  owned  and  operat« 
by  Forbes  Magazine.  For 
more  information  write  t 
Errol  Ryland,  Manager,  41 
Box  149,  Fort  Garland,  C« 
81133,  or  call  1-800-FORBES 
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more  things  change  . . ." 
.years  ago  in  Forbes 

|m  THE  ISSUE  OF  Skpt  15,  1923) 


|idge,  said  tliis  Forbes  cartoon,  was 
the  man  to  guide  the  nation. 


xt  to  Secretary  of  the  Treasury 
on,  the  most  valuable  business- 
meniber  of  the  Cabinet  is  Secre- 
of  Commerce  Hoover.  He  has 
Ised  into  the  once-somnolent  De- 
|ment  of  Commerce  more  vitality, 
e   enterprise,   more  usefulness 
1  did  any  of  his  predecessors.  Nei- 
the  public  nor  the  majority  of 
nessmen  grasp  how  much  Mr. 
Dver  has  done  and  is  doing  to 
fit  both  domestic  and  interna- 
al  commerce." 

iRBES,  with  this  issue,  enters  its 
nth  year.  We  have  tried  to  steer 
ght  towards  our  fixed  star.  We 
made  modest  progress.  We  hope 
[dvance  at  a  greater  rate  now  that 
ave  graduated  from  the  creeping 
;e  and  are  learning  to  walk  with 
dy  step.  Our  editorial  program  for 
coming  year  marks,  we  believe,  a 
inct  improvement." -B.C.  Forbes 

i  I  years  ago 

3M  THE  ISSUE  OF  Sept.  15,  1933) 
oes  it  ever  occur  to  us  to  feel 
:eftal,  even  in  these  days,  to  orga- 
itions  that  employ  many  thou- 
is  of  men,  paying  them,  not  from 
money  we  ourselves  contribute, 
out  of  their  own  treasuries.^  If  we 
loudly  applaud  the  Government 
creating  work  at  our  own  ex- 
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pense,  should  we  not  applaud  still 
more  enthusiastically  and  gratefijUy 
private  enterprises  that  furnish  far 
more  employment?" 

"Playing  golf  with  Bobby  Jones,  I 
was  once  'all  even'  with  him  at  the  end 
of  the  first  six  holes.  The  score  card, 
viewed  by  itself,  suggested  that  I  was 
as  good  a  golfer  as  the  champion  of 
champions.  But  the  veriest  schoolboy 
could  and  would  have  known  that 
before  the  game  ended  he  would 
defeat  me  decisively  (which  he  did)." 

-B.C.  Forbes 


In  the  early  auto  days,  hill  climbing  was 
the  acid  test  for  a  new  model. 

50  years  ago 

(From  THE  ISSUE  OF  Sept.  15, 1943) 
"Will  Hitler  collapse  this  year?.  .  . 
Said  a  historian  the  other  day:  'The 
record  shows  that  the  Germans  are 
wonderful  while  they  are  winning, 
but  that  they  cannot  bear  up  against 
defeats.'  .  .  .  There  is  every  reason  to 
feel  confident  that  Nazism  will  shortly 
suffer  the  fate  of  Fascism,  [and]  Hider 
.  .  .  the  fate  of  Mussolini." 

"Vitamin -fortified  foods,  pre-fabri- 
cated  homes  and  heating  equipment, 
synthetic  clothes  and  shoes,  fireproof 
drapes  and  curtains,  even  'family- 
styled'  helicopters — these  are  only  a 
few  of  the  developments  in  prospect 
for  Americans  after  the  war." 

25  years  ago 

(From  THE  ISSUE  OF  Sept.  15, 1968) 
"Whenever  a  commodity  is  in  strong 
demand  .  .  .  the  price  tends  to  rise  to 
the  point  where  potential  suppliers 


strain  every  ner\'e  to  meet  that  de- 
mand. Precisely  that  has  been  hap- 
pening for  at  least  18  months  in  the 
market  for  new  stock  issues." 

"Most  people  who  sold  40,000 
shares  of  Atlantic  Richfield  for  rough- 
ly $4.2  million  last  January  would  not 
feel  very  good:  Today,  as  a  result  of 
the  company's  July  oil  strike  in  Alaska, 
those  shares  are  worth  $7.2  million. 
But  if  you  were  Atlantic  Richfield 
Chairman  Robert  O.  Anderson,  your 
timing  couldn't  have  been  more  per- 
fect. ...  By  selling  40,000  shares  in 
January,  Anderson  in  effect  paid  a  $3 
million  [insurance]  premium.  .  .  . 
[But  he]  still  owns  over  $80  million 
worth  of  Atlantic  Richfield  stock." 

10  years  ago 

(From  i  HE  ISSUE  OF  Sept.  13,  1983) 
"If  you  listen  to  the  bank  card  people, 
fraud  is  on  the  rise.  Visa  says  its  14,900 
member  banks  and  thrifi:s  last  year  lost 
$100  million  worldwide  fi-om  theft, 
counterfeiting,  lost  cards,  etc.  Coun- 
terfeiting fraud  rose  faster,  it  claims,  up 
from  $750,000  in  1981  to  $10.9  mil- 
lion. MasterCard  reported  total  ft-aud 
losses  of  $46  million  last  year,  up  from 
$26  million  in  1981.  . . ." 


In  the  early  1980s  wig  craze,  the  same 
gal  often  alternated  wigs— as  above. 


"A  new  ILO  [International  Labor  Or- 
ganization] study  says  the  army  of 
moonlighters  in  some  of  the  principal 
industrial  countries  represents  nearly 
10%  of  the  working  population  and  in 
some  cases  exceeds  the  number  of 
unemployed.  ...  In  the  U.S.,  the  iLO 
figures,  more  than  25  million  work- 
ers, or  close  to  25%  of  the  work  force, 
are  drawing  untaxed  underground 
income."  Bl 
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Business  sentiment  is  ag 
inclined  to  sink  into  the 
doldnt  ms.  A  re  there  not  a  i 
£ood  many  concerns,  a^ooa 
ninny  salesmen,  who  reason 
that  there  is  little  use 
in  tryinjj  to  do  anything 
when  the  scope  for  ejfective\ 
action  appears  to  he 
extremely  limited^  I  have 
often  noticed  that  the 
companies  and  the  men  wi 
succeed  best  do  not £five 
Hp  tijinjj  with  all  their 
might  and  main  when 
things  go  against  them  an^ 
when  opportunities  seem 
meager.  They  keep  plugging 
on.  If  they  can't  land  a 
knockout  blow  they  keep^ 
hitting  as  many  other 
as  possible. 

-B.C.  Fc)RBI>'. 


A  Text... 

Thou  hast  caused  men  to 
ride  over  our  heads;  we 
went  through  fire  and 
through  water:  but  thou 
broughtest  us  out  into 
a  wealthy  place. 
-PSALMS  66:12 


Sent  in  by  Betty  J.  Martin, 
Leawood,  Kans.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Acting  is  the  most  minor  of 
gifts  and  not  a  very  high- 
class  way  to  earn  a  living. 
After  all,  Shirley  Temple 
could  do  it  at  age  four. 
-Katharink  Hkpburn 

All  cities  are  mad,  but 
the  madness  is  gallant.  All 
cities  are  beautifiil,  but 
the  beauty  is  grim. 
-Chrjstophhr  Morlky 

To  say  the  least,  a  town  life 
makes  one  more  tolerant  and 
liberal  in  one's  judgment 
of  others. 

-Hknrv  VVadsworth  Longfellow 

Children  make  the  most 
desirable  opponents  in 
Scrabble,  as  they  are  both 
easy  to  beat  and  flm 
to  cheat. 
-Fran  Lkbowitz 


It  is  the  dread  of  something 
happening,  something  unknown 
and  dreadfLil,  that  makes  us 
do  anything  to  keep  the 
tlicker  of  talk  from 
dying  out. 

-Logan  Pearsali.  Smith 

Nature  never  makes  any 
blunders;  when  she  makes  a 
fool  she  means  it. 
-Josh  Billings 

Experiments  don't  fail.  When 
you  try  something  new,  you 
either  learn  that  it  is 
worthwhile  for  you  or  that 
it  does  not  work  for  you, 
and  thus  save  fi.iture  time  by 
not  trying  it  again. 
-Stanley  Goldstein 

A  speculator  is  one  who  runs 
risks  of  which  he  is  aware, 
and  an  investor  is  one  who 
runs  risks  of  which  he  is 
unaware. 

-John  Maynard  Keynes 


There  has  never  been  a 
boy  painter,  nor  can  there 
be.  The  art  requires  a  long 
apprenticeship,  being 
mechanical  as  well  as 
intellectual. 
-John  Constable 

Within  the  span  of  human  time 
Recorded  "facts'"  can  be  suspect; 

So  much  is  known  that  isn't  true, 
So  much  erased  as  "incorrect." 

-Art  Buck 

More  women  grow  old  nowadays 
through  the  faithfi.ilness  of 
their  admirers  than  through 
anything  else. 
-Oscar  Wilde 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $69.50  ($27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $27.50.  Send 
check  and  order  tO:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  w^here  applicable. 


Getting  even  with  somebody 
is  no  way  to  get  ahead 
of  anybody. 
-Cullen  Hightower 

I  think  that  the  reason  why 
we  Americans  seem  to  be  so 
addicted  to  trying  to  get 
rich  suddenly  is  merely 
because  the  opportunity  to 
make  promising  efforts  in 
that  direction  has  offered 
itself  to  us  with  a  frequency 
out  of  all  proportion  to  the 
European  experience. 
-Mark  Twain 

If  you  think  education  is 
expensive,  tr)'  ignorance. 

-BUMPER  STICKER 

A  true  university  can  never 
rest  upon  the  will  of  one 
man.  A  true  universit}'  always 
rests  upon  the  wills  of  many 
divergent- minded  old  men, 
who  refuse  to  be  disturbed, 
but  who  growl  in  their  kennels. 
-John  Jay  Chapman 
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Less  expensive  to 
replace  tmnyour  home. 


Check  the  battery  in  your  smoke  detector  often.  Often.  We  repeated  that  because  it's 
that  important.  Fully  hair  of  all  home  fire  fatalities  could  have  been  prevented  if  only  a  smoke 
detector  had  given  adequate  warning.  So  check  your  battery  often.  Replace  it  once  a  year.  It's 
a  small  price  to  pay  to  protect  your  home  and  your  family 

And  see  your  Allstate  Agent  for  a  free  brochure  containing  important  information  on 
home  fire  safety  and  discount  coupons  from  Sears  on  batteries,  smoke  detec  ors  and  fire  ex- 
tinguishers. Or  write:  Allstate,  Dept.  SD,  P.O.  ^^/^  \r\  csf\f\f\  Honrl  C 
Box  7660,  Mount  Prospect,  IL  60056-9961.     lUUl  C  11 1  llUUU  1  Idl  lUo. 

^  /lllstate 


©  1993  AilsUile  Insurance  Company,  Northbrtwk,  Illinois. 
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Outlaw 
hackers 
warn  they'll 
either  be 
working  for 
you  or 
against  you. 
/        Can  you 
believe 
them? 


ASAP's  Special  J 
Look  at  Mobile  ' 
Computing  and 
Communications 


LIBRARY. 


HowFourGen  Order  Processing  Applications 
Helped  Motorola  Downsize  its  MIS  Budget 


V 

1': 


ou  know  vvh\  you  need  to  move  vour 
applications  oiTthe  mainframe.  What 
you  need  to  know  is  liow  to  do  tliis 
successfully.  FourGen  can  help. 

Two  years  ago,  Paul  Watz,  Director  of  MIS  for 
Motorola  Computer  Group,  set  out  to  move  their 
order  processing  from  the  costly  mainframe  to  a 
clientyserver  open  systems  network.  Instead  of 


writing  custom  applications  as  in  the  past, 
Motorola  used  FourGen*  Order  Processing  and 
re-engineered  it  to  Motorola's  exacting  require- 
ments using  FourGen  C/lSf^"  Tools  and 
INF0RMIX^-4GL  and  SQL. 
Today,  this  move  is  paying  off  big.  They  have 
decreased  their  information  management  costs 
by  60%  and  reduced  the  turnaround  time  of 
many  critical  processes  ten  times. 


FourGen  Software,  tac:  206-522-0055  fax.  206-522-0053  •  European  Office:  +31 3402  74783  Fax.-  +31 3402  74784 

FourGen  Software  Terhnologies.  Inc.  115  NE  100th  Street,  Seattle.  WA  98125-8098 

Ffiuri.i-n  is  a  rpgistorftd  u-adfmark  uf  Four(,cn  Siillvvarc  Icchnologies.  Inc  Cop)Tighl  &  1993  Fouriien  s<,flwari'  TerKnolojpes.  IDC  All  rights  reserved  .\-12(i9/93 


Motorola's  experience  is  being  duplicated  at 
Texaco',  AT&Ts,  Marriott;,,  Labatt's"  and  other 
FourGen  customer  locations  worldwide.  Learn 
more  with  FourGen'sfTlEf  "Downsizing"  white 
paper.  For  a  complete  overview,  order  the 
book.  "Downsizing  to  Qient/Sener  .Architec- 
tures," or  the  "Success  in  Downsizing"  \ideo. 
Call  800-333-4436.  Mention  ad  #AnV-093. 

FOIRGEN 

Low  Risk  Qient/Seiver  Mainframe  Replacement™ 


"FOX  Represents  A 
Quantum  Leap  In 
Electronic  Investing." 

-PC/Computing  magazine 

Today,  Fidelity  On-line  Xpress^"  can  take  you  where 
no  financial  software  ever  has  before:  right  to  the 
floor  of  the  exchanges  via  Fidelity's  computer  system, 
with  no  monthly  fees  or  on-line  charges.  And  FOX  gives  you 
the  breadth  of  portfolio  management  features  you  simply 
won't  find  anywhere  else,  from  tax  recordkeeping  to  instant 
research  and  screening  services.  Just  one  session  with  FOX's 
easy-to-use  pull-down  menus  and  you'll  see  why  FOX  is  the 
most  complete  personal  financial  market  monitor  avail- 
able today 

FOX  helps  you  capitalize  on  the  strength  of  an  investment 
leader  For  stock  and  option  trades,  you'U  save  an 
additional  10%  on  commissions  that  are  akeady  as  much 
as  76%  lower  than  ftill-cost  brokers.*  Maybe  it's  time  you 
called  to  learn  more  about  putting  tlie  powerfiil  combination 
of  FOX  and  Fidelity  Investments  on  your  side.  Call  today  for  a 
free  kit  with  details  about  FOX  and  the  information  you  need 
to  order  the  software. 

For  a  free  FOX  kit  call 

1-800-847-4556 


Fidelity  investments^ 

^  Discount  Brokerage 

FOX  oriiers  for  your  accoiinl(s)  are  subject  lo  trading  and  account  re(|iiirement,s.  Telephone  charges  may  apply.  FOX  hardware  requiremeiiLs  include  an  IBM  or  compatible 
system  with  hard  disk  drive,  free  space  of  at  least  3  Mb,  Hayes  '  or  compatible  modem,  6  tOk  iiilern;d  memory.  Color  graphics  and  mou.se  optional.  The  optional  news  and 
analysis  services  of  Dow  Jones  News/Retrieval",  Telescan  and  S&l'  MarkeLScope'  are  av;ulable  through  FOX.  FOX  wa.s  jointly  developed  by  MliO  Software,  Inc.  and  Fidelity 
lnvestment.s.  Fidelity  Investments  is  a  trademark  of  FMR  Corp.,  parent  of  Fidelity  Brokerage  Services,  Inc.  Member  W'SFySIPC,  Kil  Devonshire  Street,  Boston,  MA  02 1 10. 
*7(>%  savings  biLsed  on  April  19').^  survey  of  full-cost  brokers.  Miniimim  commission       Headline  (|uote  reprinted  from  PC/Computing,  December  1992.  Copyright 
©  1992  ZilT(;ommunicalions  Company. 


Fidelity  On-line  Xpress  was  named  Most 
Valuable  Product  by  PC/Computing 
magazine.  This  breakthrough  financial 
software  is  now  available  from  Fidelity  at 
the  special  price  of  $89.95. 


WhyPowerBook 
is  popular  with  people#io  us^ 

Macintosn. 


Flexible  choices.  Fire  dll-iii mw 
niii(icl\  :i  hinll  ui  llnjij']  ilnres 
jiroiulf  ii  r,iii;:y  "/  Jhnu's  hr 
scnvii.^  Iciildi:  hliid'  mid  irhileor 
ffriy  suilfj  mil/ /irrici'ssiir  s/HVik 
Jim  I'oin'rl'iiuik  Dun  iikhIvIs  limi 
inio pouvrjiil  i/cstln/i  <ysk'/iis 
when  iiscii  iri/h  a  Duo  Duck. 


Colorful  possibilities.  Muhik 

prcMUliiliKii .  ,nv  imy  iri/h  a 
color  /'"II I  rri'inl',  or  hy  using 
/null  III  I  i,/fii  nil/  /o  drive  up 
/Oil  Id  nil  h  inlnr  imniilor 


Quick  service. ,  I  /(i/Z-frcc  rc/itiir 

l)nl/iih\.iii  c\  /'oii'cr/'iniik  users 
iicicss  III  //>v  /iislcs/ possili/c  scrna 
miyir/h'iv  ill  //k'  DS. 


Fully  expandable.  Mos/ 
PotivrliDok  niodc/s  /hire  a  SCS/ 
por/  //)(!/  Ic/^  you  connec/  /o  up 
lo  siTvii  cx/crmd  devices,  sucii 
lis  ii  siiiinnr.  CVdiOM  drive  or 
l://)cniii  iiilvrjacc. 


Ea.sy  data  transfer. 

/'ou  erBook  easily  shares  fil 
wiih  a  desk /op  Mucin  losh  a 
a  neiuvrk.  II  can  ako  cnni 
direc/ly  in  SCSI  mock:  Iran 
fer ring  files  almosi  as  quia 
a'i  an  axlernul  hard  disk. 


As  people  search  for  new  ways  to 
boost  productivity  outside  the  office, 
more  and  more  are  choosing  Apple 
PowerBook  "computers.  And  not  just 
because  of  the  familiar  benefits  of 
the  Apple  Macintosh  system. 

You  see,  unlike  other  notebook 
computers,  PowerBook  is  design.ed  for  the  way 
people  work  when  they're  away  from  their  desks. 

Beyond  the  office  walls,  they  need  to  stay 


connected  to  their  network  for  quick 
access  to  servers  and  e-mail,  and 
I^owerBook  makes  it  easy  They  need 
to  make  full-scale  presentations,  and 
'owerBook  provides  built-in  support 
for  color  monitors,  sound  and 
QuickTime  ■■  software-based  movies. 
They  need  to  be  able  to  send  and  receive  f^ixes, 
and  PowerBook  can  make  that  simple  as  well. 
In  fact,  with  its  award-winning  design. 


PowerBook  makes  it  easier  to  get  any  kind  o 
work  done,  anywhere. 

Even  people  who  need  both  portabilit)'  ar 
full  expand;ibilit\'  find  a  solution  in  PowerBo' 
Because  the  PowerBook  Duo"  System  offers  tl 
best  of  both  worlds  —  a  notebook  that  trans- 
forms itself  into  a  powerful  desktop  comput 

Clearly  organizations  using  iVkicintosh  ha 
helped  to  make  PowerBook  the  nation's  best- 
selling  notebook.  But  they  haven't  done  it  aloi 


©!'■)')}. \l^ik-<.omluila.  Inc  All  rifihls  nwn'd.  .\p/ilt:  Ibe  Afijilv  hiia  iladit/a'Jj  tiiui  I'be/mi'rln  Ix-  wiirlkut  un-n-}iv<lcralUvikmarl£<<)J.^lipk(j)ml>tilcr.  Iiic  .yifilc  SttftcrDriiv.  /"oiivilkxti:  I'tmrrlftxJt/IXiSOun/Kimfm.  hiiivrlUnik  Diioam 


WhyPowerBook 
s  popularwith  people  who  use 
I  MS-DOS  and  Windows. 


One  drive  fits  all.  /  to;/,t;  .so/A 
ware  iiidiulcd  lu  /he  (iplioital 
PoiivrBook/DOS  (Miilkiiiuni.  the 
hiiill-iii  A/)/>lcSii/Krl>niv"J!o/)l)y 
driiv  am  mul/imtc  MS-DOS 
and  OS/2  disks -so  moving  files 
between  platforms  is  effortless. 


IT  support.  PowerBook 
res  less  Iniiiiing  than  other 
<ook.  Suyoii  cwi  spend  less 
helpiuii  frustrated  users, 
•nore  time  domji  your  job. 


Higher  productivity. 

Power  Hoot  makes  it  easy 
to  do  more,  so  people  can 
net  more  done  usinf;  remote 
access,  faxing  ami  e-mail. 


MS-DOS-friendly.  The  optional 
I'oinrlSook/DOS  Companion 
packd:.ie fiuvs  Yiiii  Ihc  iwces.viry 
snjiH'iin'  mid  i  iihlcs  lo  irork 
inlli  MS  IH)S  ph's.  printers  and 
ninnilurs  you  alrciidrown. 


encs  your  investments. 

rBooh  IS  desii'iied  not  pist 
rk  with  exist  I  Hi;  desktop 
•meiit.  but  to  help  you  ;j.el 
•dsl  nut  of  it. 


'owerBook  has  also  become  the  notebook 
puter  of  choice  in  some  rather  suqirising 
iS.  Not  only  because  it's  designed  for  the  way 
)le  work  outside  the  office,  but  because  it 
B  so  well  with  personal  computers  running 
DOS  or  Windows. 

'he  optional  PowerBook/DOS  Companion" 
age  lets  PowerBook  users  access  MS-DOS 
from  dozens  of  popular  business  applica- 
>,  connect  to  VGA  and  SVGA  monitors  and 


work  with  over  1,000  different  printers. 

So  whether  people  find  themselves  working 
in  a  branch  office,  a  clients  office  or  their  own 
office,  it's  always  business  as  usual. 

PowerBook  is  designed  so  people  can  easily 
share  files  with  colle^igues  who  use  Macintosh  or 
MS-DOS  computers.  Without  a  dedicated  server, 
it  can  connect  directly,  over  a  network  or  phone 
lines.  It  also  makes  it  easy  for  peojile  to  retrieve 
data  from  mainframes  and  minicomputers. 


People  experienced  with  Windows  applaud 
the  simplicity  of  PowerBook.They  appreciate 
a  notebook  computer  that  integrates  essential 
mobile-computing  features  like  networking, 
video-out  and  file  sharing. 

,  jid  they  appreciate  a  notebook  computer 
that  gives  them  the  power  to  get  the  most  out  of 
their  existing  investments.  The  kind  of  power  ^ 
thats  easy  to  get  used  to.     A  ^ 
The  power  to  be  your  best:  iiUUlC  ^ir 
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9 Editor's  Letter: 
The  Sixties:  Show  and  Intel 

1968's  big  contribution  to  history- 
was  not  Jefferson  Airplane. 
By  Rich  Kailgaard 
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Letters  to  ASAP 


1  "T  Game  Plan: 

J.  /  How  to  Succeed  Despite  Success 

For  the  unwary,  winning  can  be- 
come a  losing  proposition. 
By  BUI  Walsh 

1  r\  Bionomic  View: 

Cro-Magnons'  Secret  Weapon 

The  lack  of  rudimentary 
information  technology  doomed 
the  Neanderthals.  Let  that  be  a 
lesson  to  us. 
By  Michael  Rothschild 

1  Tid-bytes 

J.  /  w  Our  ladies  of  the  icon/Lap 
computers:  High  tech  comes  to  Indy/ 
Digital  news-hawk  breaks  story/ 
Plus:  ASAP's  Nerdspeak  Glossary. 
By  Kevin  Hogan 

"I  "7/1  Mores:  Two  Cheers 
X  /    I  for  the  House  of  Gates 

With  Elizabeth  n  and  Company  in 
decline,  Yanks  who  yeam  for  royal 
family  values  could  do  worse  than 
King  WiUiam. 

By  Owen  Edwards 


1  Q      The  Peters  Principles: 
XO  \J  Declaring  War  on  Dullness 

Is  your  company  sUding  toward 
terminal  blahs?  To  find  out,  just 
eyeball  the  headquarters. 
By  Tom  Peters 

Quick  Studies 


^  Culture  of  Urgency 


At  VeriFone,  safeguarding  the 
bottom  line  means  going  on-line. 
By  David  H.  Freedman 

O/l  lerry's  CEO  Charm  School 

I  When  show-and-tell  time 
comes,  high-I.Q.,  low-charisma 
entrepreneurs  turn  to  Jerry 
Weissman,  gloss  leader. 
By  Nancy  Rutter 

1  1  r\  TeleConfrontationing 

J-  X \J  Networking  and  video 
can  take  the  expensive  travel  out  of 
meetings,  but  civility  may  go  too. 
By  Alice  LaPlante 
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Prometheus  Unplugged 

At  the  Chicago  branch  of 
one  of  Switzerland's  largest  banks, 
man  tries  to  become  one  with  the 
system. 
By  Jeffrey  Young 

Small  Business 


/|  ^  PC  Faxing — Should  You? 

If  you  think  you  can  send 
your  fax  machine  to  Valhalla, 
dream  on. 

By  David  Strom 

"I       O  Breaking  Away: 
XO  O  It's  So  Easy  Being  Green 

Technological  reins  firmly  in  hand, 
equestrian  King  Penniman  runs 
Duff  &L  Phelps'  junk  bond  division 
from  his  Vermont  farm. 

By  Andrew  Feinberg 
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The  Goods  on  Hacker  Hoods 

takes  a  thief  to  catch  a 
thief,  so  some  companies  put  com- 
puter systems  in  the  hands  of  whiz 
kids  who  pose  the  biggest  threat. 
By  David  H.  Freedman 
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Move  Over.  Dick  Tracy 

Need  a  sidekick  who  loves 
travel,  works  hke  a  slave,  and 
needs  Httle  care  and  feeding?  Meet 
the  PDAs. 

By  James  Daly 

O  A  Culture  War:  Route  128 

c-/   i"  The  traditionahsts  along 
Boston's  high-tech  highway  have 
fallen  on  hard  times,  but  a  new 
breed  of  come-as-you-are,  do-what- 
it-takes  pragmatists  is  pumping  life 
back  into  that  fabled  road  to  riches. 
By  Richard  Rapaport 

Q  Interview:  Mike  Hammer 

The  stem  patriarch  of 
reengineering  talks  about  the  way 
we  were,  and  had  better  become. 
Take  notes — this  will  be  on  the  final. 

By  Rich  Karlgaard 
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Photo  Essay:  Inside  Newton 

For  18  months,  a  veteran 
photojoumahst  witnessed  the 
anxiety-intensive  work  on  Apple's 
great  bright  hope.  His  pictures 
document  the  search  for  a  new 
machine's  soul. 
Photographs  by  Doug  Menuez 
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The  What  and  Why  of  Wireless 

Processing  data?  That  was 
then.  Now  computers  are  all  about 
communication. 

By  Robert  X.  Cringely 


^  1  /T  Q  Q  &  A:  Robert  Kavner 
^  JL30  The  honcho  of  ATfiiT's 
new  multimedia  group  hopes  to 
broker  the  computer/ 
communications  marriage. 
By  Rich  Karlgaard 

1  ^  Q  Telecosm: 

O  Metcalfe's  Law  and  Legacy 

When  Robert  Metcalfe  created 
Ethemet  more  than  20  years  ago, 
an  upward  spiral  in  computer 
communications  began  that  is  still 
gathering  momentum — and 
market  share. 
By  George  Gilder 
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INVOLVES. 

^X4ierever  Hitachi  is  located,  we  are  a  committed  part  of 
the  community  NX^  sponsor,  participate,  support.  An 
example  is  The  Hitachi  Foundation,  which,  in  addition  to- 
funding  worthy  projects,  involves  our  local  management 
and  employees  in  sustained  community  programs 
nationwide.  At  Hitachi,  the  purpose  of  technology  is  not 
simply  to  make  clever  products.  It  is  also  to  nurture  and  be 
involved  in  order  to  achieve  a  basic  goal;  A  better  world 
for  succeeding  generations.  TThis  is  the  operating 
philosophy  behind  every  one  of  the  20,000  products 
made  by  our  5GO  manufacturing  companies  around  the 
world.  It  has  been  our  commitment  for  over  80  years. 
And  even  more  important,  it  is  our  definition  of  the  future. 


HITACHI 


i 


er  Electronics  •  Medical  Systems  •  Transportation  Equipment  •  Power  Plants  &  Equipment  •  Electronjc  Components 


>  l993,Nitachi;  L(d,  Tokyo,  Japarf^M  rights  reservedii 


WHY  Take  Them  from  their 
TASK  To  Train  Them? 


Their  Computer  Can 
Tell  Them  Everything 
They  Need  To  Know. 


El  e  c  t  r  0  n I c   Performance  Support 


IS  the  information  age  alternative  to  traditional  training  and 
support  techniques.  EPS  effects  quick  and  satisfying  employee 
performance  in  your  mission  cntical  system.  With  EPS  )'our 
computer  delivers  highly  customized,  job-related  help  and 
knowledge  to  employees  at  the  time  they  are  actually  per- 
forming their  job. 

With  a  touch  of  a  button  your  employees  gam  immediate, 
individualized,  on-line  access  to  the  full  range  of  information, 
software,  guidance,  advice,  data,  images,  and  tools  necessary 
for  their  optimal  perfomiance  of  important  close-to-the-cus- 
tomer  tasks  in  your  proprietary  system. 

As  an  active  learning  tool,  EPS  puts  people  to  work  faster 
and  better  than  traditional  training.  You  can  roll  your  mis- 
sion critical  system  out  faster  because  you've  made  the  train- 
ing phase  virtual.  And  the  learning  curve  is  cleared  more 
rapidly  because  your  employees  learn  your  system  as  they  do 
their  work.  It  is  also  a  tool  of  empowerment.  EPS  places  the 
nght  infonnation,  knowledge,  and  adnce  mlh  your  empow- 


ered employees  and  managers  to  make  sure  the  new  decisions 
you're  asking  them  to  make  turn  out  to  be  the  nght  ones. 

Comware  Incoporated  is  the  pioneer  of  Electronic 
Perfomiance  Support  systems.  In  the  customized  knowledge 
transfer  business  since  1980,  Comware  developed  the  ver)' 
first  Electronic  Performance  Support  tool  for  AT&T  in  1988, 
and  since  then  has  completed  EPS  systems  for  a  host  of  other 
major  corporations.  Even  if  the  roll-out  of  your  new  system 
is  imminent  you  should  take  the  time  to  learn  more  about 
Comware  and  EPS.  An  expenenced  team  of  software  and 
knowledge  engineers,  and  interactive  media  specialists  is 
immediately  available  to  work  with  you,  your  line  management 
and  your  consultants  in  developing  an  EPS  solution  to  bring 
your  people  up-to-speed  on  your  mission  critical  system. 
And  in  today's  any-time  world,  being  up-to-speed  has  never 
been  more  cntical. 
Call  513.791.4224 
or  fax  513.791.2610. 


MISSION  CRITKAL  PERFORMANCE  SUPPORT 


Editor's  Letter 


By  Rich  Karlgaard 


What  1968 
Really  Meant 


After  you  icixi  ASAP,  u-ll  us  what  vou  thirik.  Fax  us 
at  415-b37-m7  ni  reach  nw  on  MCI  Mad:  509-6930. 
(Corporate  rcensmeers.  tell  us  youi  success  stones.) 


/Ire  you  tired  of  the  1960s?  We  are. 
Sixties  smog  hangs  heavy  this  summer 
owing  to  the  25th  anniversary  of  1968, 
the  pop  culture's  apotheosis  of  aU  that 
was  cool  and  weird  about  the  '60s — 

!  peace,  love,  dope,  the  twin  tragedies  of 
Martin  and  Bobby,  Chicago  and  more. 

When  will  they  ever  learn?  The  rest 
of  us  will  have  to  wait  another  50  years 
for  all  the  '60s  folk  to  go  to  their  re- 
ward so  that  historians  can  finally  put 
\^)(->S's  two  most  important  events  in 
their  proper  place,  high  above  Janis, 
Jimi,  the  Georgetown  graduating  class 
and  "Laugh-In." 

One  is  the  Czechoslovakian  demo- 
cratic revolt,  brutally  and  quickly 
cmshed,  the  first  brave  wind  in  a  slow- 
Ixiilding  storm  that  would  eventually 
blow  down  the  iron  walls  of  the  Soviet 

i  Empire.  The  unshackling  of  600  mil- 

■  lion  people  in  Communism's  chains  is 
the  major  historical  event  of  our  gener- 
ation. It  reduces  the  Chicago  and  Paris 
street  protests  (of  weU-fed  and  free  stu- 
dents) to  an  asterisk. 

The  other  great  event  of  1968  was 
the  founding  of  Intel.  Great  in  retro- 

'Spect,  that  is  (and  starkly  opposite  of 
pop  culture,  which  always  fades  over 
time).  According  to  Intel's  own  history, 
the  actual  conception  was  downright 
humble. 

One  weekend  afternoon  in  the  spring  of  1968  Gor- 
don Moore  dropped  by  Bob  Noyce's  home,  where 
Bob  was  mowing  the  lawn.  The  two  men  stood  on 
the  gross  and  commiserated  about  the  state  of  af- 
fairs at  Fairchild  Semiconductor,  which  they  had  co- 
founded  with  six  colleagues.  Bob,  who  had  co-in- 
vented the  integrated  circuit,  was  concerned  about 
instability  and  bureaucracy  at  the  top  of  Fairchild 
ond  hod  decided  to  resign.  Gordon  suggested  that 


That  strange  year's 
most  important 
events  do  not 
include  Janis  or  Jimi  or 
even  (in  history's  long 
view)  Martin,  Bobby, 
Chicago  or  Paris. 
Judged  by  their  impact, 
they  must  certainly  be 
the  Czech  revolt  and 
Intel's  founding. 


semiconductor  memory,  on  emerging  technology, 
looked  promising  enough  to  launch  a  company  and 
agreed  to  join  Bob  in  a  new  start-up.  Intel  was  born. 

Noyce's  halo  was  such  that  a  hun- 
dred people  quicldy  joined  the  fledgling 
Intel,  most  of  them  from  Fairchild. 
Among  the  aisle-crossers  was  a  young 
R&D  manager  named  Andrew  Grove, 
now  Intel's  CEO.  Later  in  1968  a  Stan- 
ford researcher  named  Ted  Hoff  joined 
up.  Intel's  early  mission  was  memory 
circuits,  but  Hoff  was  soon  embarked 
on  a  project  that  led  three  years  later  to 
what  might  be  the  most  important  in- 
vention in  the  last  half  of  the  20th  cen- 
tury, the  microprocessor. 

Gordon  Moore  observed  it  first  about 
memory  chips,  but  it  has  proven  true 
about  Hoff  and  Intel's  microprocessors 
as  well.  They  double  in  performance 
every  18  months. 


At  this  pace,  come  the  year  2000 
and  we're  talking  desktop  computers 
that  run  two  billion  instructions  per 
second!  Lower  down  the  food  chain, 
cheap  imbedded  processors — the  chips 
invisibly  toiling  away  in  your  car's  fuel 
injection  system,  garage  door  opener, 
Wallanan— will  run  at  500  MIPS,  pack- 
ing the  power  of  today's  supercomput- 
ers that  crack  terrorist  codes  and  pre- 
dict weather. 

As  we've  said  before  in  ASAP,  this 
source  of  power  and  its  rate  of  change 
is  unprecedented  in  history.  The  Infor- 
mation Revolution,  obeying  a  law  of 
mind-boggling  exponents,  will  leave  no 
industry  unchanged.  Next  decade's 
washing  machine,  with  an  array  of  BIP- 
level  processors  costing  but  a  few  dol- 
lars, wiU  sit  put  during  the  spin  cycle 
because  of  chips,  not  dumb  weight. 
You'll  be  able  to  carry  tomorrow's 
washer  and  dryer  from  room  to  room. 

And  that's  just  a  banal  example. 
Everywhere,  the  miracle  creations  of  a 
company  bom  in  1968  will  continue  to 
transform  products,  enterprise  and  our 
world.  (Inhale  that  one,  class  of  '68.) 


c 


OMPunNG  ON  THE  road  is  the  newest 
miracle  changing  work  and  organiza- 
tion. This  ASAP  looks  at  mobile  com- 
puting and  communications,  from 
products  to  users,  m  six  different  arti- 
cles. (See  contents  page  4.)  One  of  our 
favorites  is  a  never-seen-anywhere 
photo  essay  of  the  making  of  Apple's 
much-anticipated  Newton  personal 
communicator.  Apple  has  a  lot  riding 
on  Newton.  Tum  to  page  76  and  see 
what  it  looks  like  when  a  company 
bets  big  on  a  radical  new  product. 
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IBM  Client /Server 


"IBM  helped  us  move  as  fast  on 
the  ground  as  we  do  in  the  air." 

John  Harper,  Sr.  Vice  President — Information  Services,  USAir.  USAir  want 

to  create  the  terminal  of  the  future  at  Pittsburgh  International  Airport.  A  place  where  Wm 
would  be  shorter.  Where  baggage  handling  would  be  quicker  and  more  dependable. 
And  everything  from  check- in  to  take-off  would  be  easier  and  less  confusing  for  travelers 
So  IBM  helped  USAir  develop  a  tailor-made  system  that  makes  information  more 


yeadily  available  to  employees  so  they  can  be  more  responsive  to  customers.  A  system  that 

i 
I 

i  .  . 

jnaximizes  the  power  of  PCs  and  integrates  a  wide  range  of  different  manufacturers' 
i  pquipment.  A  classic  example  of  IBM  Client/Server. 

Information  is  now  distributed  from  the  mainframe  to  650  PS/2®  workstations  running 
)S/2.®  These  workstations  are  tied  into  hundreds  of  ticket  and  boarding  pass  printers, 
Duchscreens,  credit  card  readers  and  other  peripherals  supplied  by  a  number  of  companies. 

The  result:  USAir  employees  and  passengers  now  get  immediate,  consistent  and  reliable 
ipdates  on  pertinent  information.  Skycaps  use  touchscreens  and  bag- tag  printers  to 
treamline  curbside  check- in.  And  tower  operators  can  make  better  decisions  about  man- 
ging  gate  traffic,  resulting  in  fewer  delays.  In  short,  the  airport  of  the  future. 

If  you  want  a  custom -tailored  solution  that  gives  your  people  more  flexibility  and  gives 
ou  an  edge  on  your  competition,  IBM  Client/Server  is  the  answer.  For  more  information, 

11 

'  aU  1  800  IBM-0045,  ext.  20. 


rheres  never  been  a  better  time  to  do  business  with 


Letters  To  ASAP 


Dissonance  in  'Global  Connectivity': 
How  to  Subscribe? 

The  March  29  ASAP  came  to  me,  as 
many  things  do  in  this  remote  location, 
passed  along  by  a  friend  of  a  friend. 

I'm  stunned!  This  is  excellent!  The 
best  thing  of  its  kind  I  have  ever  seen, 
and  I  see  a  lot  of  such  things.  I've  even 
done  a  reviev/  of  it  for  the  Bangkok 
Post  newspaper. 

But  there  is  some  dissonance 
between  the  concepts  of  global  connec- 
tivity as  expressed  in  ASAP  and  the 
abihty  for  me  to  subscribe.  Eventually, 
we  presume  that  even  Forbes  will  fuUy 
join  the  new  age  of  electronic  connec- 
tivity, but  in  the  meanwhile,  please 
instruct  us  about  how  best  to  obtain 
your  really  excellent  magazine. 
John  DeHaven 
Bangkok  Security  Associates 
Bangkok,  Thailand 

While  it's  not  the  most  aesthetic  way 
to  read  Forbes  ASAP,  our  full  text  can 
be  found  electronically  on  most  major 
database  systems,  including  Nexis- 
Lexis,  Dialog  and  Dow  Jones  News/ 
Retrieval. — Ed. 


Bit  for  Tat 

Since  this  is  the  technology  supple- 
ment to  Forbes,  I  expected  a  better 
thought-out  and  researched  article  than 
Robert  X.  Cringely's  in  the  June  7  ASAP 
("Life  After  DOS").  Maybe  his  inaccura- 
cies and  prejudiced  opinions  are  accept- 


ed at  Infoworld,  but  Forbes  should 
expect  better. 

First,  the  8088  chip  was  an  8-bit 
chip,  not  a  16-bit  chip.  It  wasn't  until 
the  80286  that  true  16-bit  chips  were 
used  (even  the  8086,  which  was  intro- 
duced for  the  IBM  XT,  was  not  a  true  16- 
bit  chip).  .The  comments  that  irritated 
me  most  were  his  comments  about 
OS/2.  He  says  that  IBM  missed  the  tech- 
nology boat  with  OS/2,  but  he  forgets 
that  it  was  Microsoft  that  wrote  most 
of  OS/2.  Additionally,  OS/2  claiming 
two  percent  of  the  market  in  such  a 
short  period  is  great.  I'm  willing  to  bet 
Windows  NT  doesn't  do  as  well  in  two 
years,  but  I  guess  only  time  wUl  teU. 
James  Villela 
Director 

Sungard  Asset  Management 
Torrance,  Calif. 

According  to  Intel  Corp.,  producer  of 
the  disputed  chips,  the  8088  was  intro- 
duced in  1979  as  a  16-bit  chip  with  an 
8-bit  bus.  The  80286  was  introduced  in 
1982  as  a  higher-performance  16-bit 
chip.  The  8086  was  not  introduced  for 
the  IBM  XT  but  was  brought  out  five 
years  earher,  in  1978. 

But  we  do  agree  about  one  thing — 
only  time  will  tell. — Ed. 


Information  Professionals: 
Not  the  Librarians  of  Yesteryear 

LaiTy  Ellison's  comments  about  "the 
world  of  information  outside"  (June  7 
interview)  were  of  great  interest.  The 
ideas  are  stunulating,  but  they  are  not 
new. 

Does  Oracle  have  a  corporate  hbrar- 
ian?  Does  the  company  work  with  any 
librarians  in  its  efforts  to  turn  data  into 
"real  information"?  I'm  not  talking 
about  those  bun-wearing,  sensible- 
shoed  shushers  you  see  in  Kellogg's 
commercials,  or  the  uptight  spinsters 
of  yesterday's  popular  musicals.  I  mean 
real  information  professionals  who  are 
dealing  with  issues  of  information 
access,  structure  and  value  every  day. 

Corporate  librarians  don't  just  talk 
about  those  "warehouses  of  informa- 
tion," we  work  vdth  them  all  the  time 
— and  I  don't  mean  just  a  bunch  of 
books.  From  trademark  searches  to 


competitor  intelligence  to  R&.D  sup 
port,  our  job  is  to  help  executives  and 
managers  identify,  locate  and  digest 
the  critical  pieces  of  extcmal  informa-i 
tion  the  company  needs.  Wc  are  as 
automated  as  "the  finance  guys"  and 
as  leveraged  as  the  "sales  guys." 
Lisa  Guedea 
Corporate  Librarian 
The  Highsmith  Co.  Inc. 
Fort  Atkinson,  Wis. 


Benefits  of  Outsourcing 

The  widely  reported  $3  bUhon  estimat- 
ed valuation  of  Computer  Sciences'  10- 
year  contract  to  provide  information 
technology  services  to  General 
Dynamics  Corp.  is  far  from  "fantasy" 
(June  7,  "Outsourcing  Tales"). 

This  value  is  derived  from  assessing 
the  information  technology  needs  oi 
the  seven  operating  divisions  of  GC 
that  were  covered  by  the  agreement. 
We  fully  recognized  that  the  structure 
of  GD  was  Hkely  to  be  quite  different 
in  future  years  than  on  the  day  the 
agreement  was  signed.  That  is  precise 
ly  why  we  have  separate  agreement^ 
with  each  of  the  operating  divisions, 
which  enables  Computer  Sciences  tc 
fully  participate  in  the  information 
technology  needs  of  these  divisions^ 
whether  they  are  divested  or  not. 

In  fact,  the  divestiture  of  the  elec- 
tronics, missile  and  fighter  divisions 
has  not  only  served  to  bring  these  new 
customers  to  CSC,  but  the  amount  ol 
business  generated  from  Hughes,  The 
Carlyle  Group  and  Lockheed  have 
grown  considerably. 

The  success  of  this  outsourcing 
partnership  is  an  excellent  example  ol 
what  can  be  accomplished  when  the 
client  partners  with  the  right  service 
provider — one  who  understands  anc 
addresses  the  client's  needs. 
Van  B.  Honeycutt 
President  and  Chief  Operating  Officer 
Computer  Sciences  Corp. 
El  Segundo,  Cahf. 

Readers,  tell  us  what  you  think  abom 
Forbes  ASAP.  Or  tell  us  how  you  prof 
it  from  technology.  Or  both!  Fax  us  at 
415-637-1987  or  E-mail  us  at  MCI 
509-6930. 
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Two-woy  •  Poging  •  Satellite  Cdmmunicarions  •  COMMUNICATIONS  •  Ceilulor «  CT2  f^fCaucts  •  Wireless  LANs  •  Modems  H 


Semiconductors  •  Integrated  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors 


ONE  IDEA  HAS  EARNED  US  SMPS  has  become  the  foundotion  of  our  entire 

OF  APPROVAL  EVERYWHERE  WE  GO.  "^S^r:^::^ 

employees  oround  thie  globe  dedicoted  to  the  endless  pursuit  of  perfection  in  everything  we  moke  end  everything  we  do. 
Together  with  those  who  hove  chosen  our  products,  they  hove  helped  moke  us  o  world  leader  in  wireless  communi- 
cations, semiconductor  technology  and  advanced  electronics.  Clearly  quality  is  one  idea  that  knows  no  boundaries. 


M)  MOTOROLA 


Quality  Means  The  World  To  Us: 


I  and  Moforolo  ore  registered  trodemorks  of  Moforolo,  Inc.     1993  Moforolo.  Inc. 


Beaverton, 
Oregon, 

Boasts  Two 

World  Leaders. 

i/Velcome  to  Beaverton. 

Where  you'll  find  the  headquarters  of  the  world  leader  in  athletic  footwear.  As  well  as  the  headquar- 
:ers  of  another,  slightly  less  well  known  world  leader:  Sequent"  Computer  Systems. 

Sequent  leads  the  computer  industry  in  mid-to-high  end  open  computing  systems.  A  fact  recently 
:onfirmed  by  both  IDC  and  Infocorp, 

Sequent's  credentials  include  thousands  of  systems  installed  worldwide.  The  first  commercial 
;ymmetrical  multiprocessing  servers.  And  new  servers  specifically  designed  for  Microsoft's  Windows  NT™ 
)perating  system. 

In  short,  we  know  our  technology. 

But  just  as  important,  we  know  the  real  world.  We  know  our  customers  use  our  systems  for  mission- 
:ritical  business  applications.  And  we  know,  from  experience,  that  complicated,  open,  multivendor 
nstallations  are  the  norm  -  with  complex  interdependencies  between  hardware  and  software. 

That's  why  everyone  at  Sequent  is  100%  committed  to  the  complete  success  of  every  installation,  and 
empowered  to  deliver  it.  Not  just  for  our  own  hardware,  but  for  everything  in  the  system,  hardware  and 
)Oftware,  no  matter  who  the  vendor  may  be. 

It's  not  a  promise  made  lightly.  But  it  sure  is  one  that  befits  a  world  leader. 

To  find  out  more,  call  us  at  1-800-854-0428. 


Bi  SEOUEHT 

Our  Business  Is  Your  Success 


1 1 993  Seauent  Computer  Systems,  Inc  Sequeniisaregislefedtrodemoflcand'Ouf  Business  Is  Your  Success' isolrodemoikol  Sequent  Computer  Systems,  Inc  Microsoft  isoregistefedtiodematk  and  Windows  NT  isatfodemorkolMitiosoiiCotpoiotion 
>e  Intel  InsicJe  logo  is  a  registered  rrodemork  of  Ir^telCorporolion  _  , 


X 


I 


rv 


"Every  major  American  city  is  telling  business  it's  'business  friendly.'  So  I'll  just  say 
this.  Here,  several  of  our  top  city  officers,  including  mc,  are  business  people  by  background," 
says  Nashville  Mayor  Phil  Bredesen.  "I  won't  promise  we'll  always  agree  with  business. 
But  we  will  always  understand." 

The  Nashville  area  has  recently  attracted  "62  corporate  relocations,  including  Willis 
Corroon  Group  U.S.  Headquarters,  Bridgestonc/ Firestone  Headquarters,  Caterpillar 
Financial  Services  Headquarters,  Bankers  Trust,  Lockheed  and  the  National  Federation  of 
Independent  Business  Administrative  Headquarters."  Why?  According  to  Mayor  Bredesen, 
"people  who  come  here  from  somewhere  else  say  that  the  work  ethic  here  is  unbelievable. 
Plus  we  have  a  good  cost  of  doing  business,  and  a  great  quality  ot  life." 

As  a  transplanted  New  Englander  himself.  Mayor  Bredesen  has  a  special  perspective. 
"This  is  a  place  where  you  don't  have  to  sacrifice  your  business  operations  in  order  to  have  a 
great  quality  of  life  for  families.  This  is  one  place  where  you  really  do  get  to  have  it  both  ways." 

Underwritten  in  part  by  American  General  Life  &  Accident  Insurance  Company,  First  American  National  Bank, 
Nashville  Electric  Service,  NationsBank  of  Tennessee  and  Third  National  Bank. 


7:50  A.M. 
Naslnille. 
Mayor  Hrc(]cscn 
makes  a  point  to 
Richard  Miller,  CH) 
Willis  Corroon  ami 
Yoicbiro  K^ixaki, 
C  'hairman/CtO, 
Hriclgestone/ 
Hrt'stone  Inc.  after 
breakfast  meeting 
at  Willis  Corroon 
Headquarters. 


If  your  company  A 
ready  for  a  bright 
ne\y  day  in  Music 
City;  call  Fred 
Harris,  Nash\ille 
.Area  Chamber  of 
Commerce, 
(615)  259-4740, 
161  4th  Ayenue  N., 
Nashille,  TN 
37219. 


Game  Plan 


By  Bill  Walsh 


Succeeding  Despite  Success 

I 


T 


\he  biggest  mistake 
you  can  make  after 
beating  the  competition 
is  to  assume  that  the 
best  team  or  company 
won.  Don't  bet  on  it. 


T 

In  business  as  in  sports,  there  are  two 
secrets  to  success.  The  first,  of  course, 
lis  to  figure  out  how  to  succeed.  The 
:other  is  knowing,  once  you  succeed, 
how  to  let  the  good  times  roll  without 
having  them  roll  over  you. 

One  of  the  great  ironies  of  life  is 
that  the  success  we  work  so  hard  for 
can  prove  to  be  the  biggest  obstacle  to 
further  and  sustained  success.  For  all 
the  sweet  rewards  of  winning,  there 
can  be  more  pitfalls  in  success  than 
there  are  in  failure.  When  the  San 
Francisco  49ers  won  the  Super  Bowl  in 
1982,  everybody  connected  with  the 
team  felt  that  we  would  continue  to 
perform  at  a  championship  level.  Yet 
(the  next  season  we  lost  more  games 
[than  we  won. 

!  What  went  wrong?  Everyone,  in- 
i  eluding  me,  failed  to  take  an  objective 
ilook  at  our  success  and  make  a  reahs- 
tic  estimate  of  just  how  good  the  team 
really  was.  Had  we  studied  things 
more  seriously,  we  would  have  real- 
ized that  we  weren't  a  dynasty,  just  a 
championship  team  for  a  given  year 
,and  a  given  set  of  circumstances.  I 
learned,  as  a  result  of  the  drastic  drop- 


off the  next  season,  that  we  needed  to 
start  remolding  the  team  even  while 
we  were  celebrating  our  success. 

The  key  responsibility  for  a  coach 
or  a  manager  is  to  keep  things  from 
deteriorating  to  a  point  where,  having 
built  a  winning  team,  you  find  your- 
self needing  to  play  catch-up.  People 
have  to  be  conditioned  to  deal  with 
the  distractions,  letdovms  and  self-sat- 
isfaction that  come  with  achieving 
their  goals.  Oddly  enough,  you're  en- 
gaged in  damage  control  when  you've 
had  a  success.  The  more  spectacular 
the  success,  the  more  damage  control 
you  have  to  account  for.  After  allow- 
ing for  justifiable  exulting,  you  have  to 
ratchet  up  your  demands.  Time  your 
moves  so  they  won't  be  premature 
(and  thus  seem  unappreciative)  or  so 
long  in  coming  that  the  momentum  is 
lost.  To  understand  the  dynamics  of  a 
situation  in  which  you've  been  emo- 
tionally involved,  it  helps  to  have  the 
counsel  of  people  who  haven't  been 
center  stage  during  the  heat  of  battle. 

Personnel  problems  are  as  much  a 
part  of  success  as  trophies  and  bonus- 
es. They  just  take  a  little  longer  (but 
not  much!)  to  show  up.  Sad  but  true: 


Withm  any  group  that  wins  big  will  be 
a  certain  number  of  people  who  sim- 
ply self-destruct.  Also,  in  a  company  or 
a  team  that's  had  big  successes,  per- 
sonnel raids  by  other  organizations  are 
sure  to  come,  and  some  stars  are  going 
to  be  lured  away.  So  you  have  to  build 
in  a  program  of  developing  people  to 
replace  those  who  leave.  But  be  subtle,- 
don't  alert  everyone  to  the  fact  that 
you're  doing  it. 

Probably  the  toughest  thing  a  man- 
ager has  to  do  with  a  winning  team  is 
to  assess  the  strengths  of  those  who  got 
you  there.  Ironically,  some  of  the  best 
performers  may  not  be  the  ones  des- 
tined to  continue  to  achieve.  They  may 
be  coming  off  a  career  season.  Everyone 
loves  them.  Making  changes  with  peo- 
ple like  these,  at  a  time  when  loyalty 
might  seem  the  natural  human  re- 
sponse, can  appear  almost  incompre- 
hensible to  close-knit  staffs  and  to  the 
outside  world.  But  they  are  part  of  the 
hard  task  of  adapting  to  and  confronting 
the  success  syndrome. 

The  biggest  mistake  a  coach  or  an 
executive  can  make  after  beating  the 
competition  is  to  assume  that  the  best 
team  or  company  won.  Sometimes 
that's  true,  but  don't  bet  next  year's 
success  on  it.  As  often  as  not,  losers 
beat  themselves  and  hand  the  victory 
to  their  opponents.  So  the  key  ques- 
tion every  successful  manager  has  to 
ask  is  not  Why  did  we  win?  but  Why 
did  the  other  guys  lose?  This  may 
seem  a  bit  Uke  rain  on  your  victory  pa- 
rade, but  it's  the  only  way  to  be  sure 
you'll  get  to  march  in  another  one. 


Bill  Walsh  was  recently  inducted  into 
the  NFL  Hall  of  Fame. 
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$0  We  Helped  Them  Open 
Some  Kew  Routes. 


In  todays  competitive  air  wars,  a  more  productive  ground  force  can  help  an  airline  stay 

airhorne.  So,  when  one  of  our  ch'ents,  a  major  airline,  wanted  to  increase  the  productivity  of  their 

sales  reps  across  the  country,  cellular  service  was  a  natural. 

The  challenge  was  how  to  coordina  te  the  service  for  their  reps  in  1 10  different  offices 

nationwide  without  giving  our  client  a  major  administrative 

headache.  We  worked  out  a  waif  to  provi  de  them  the  cellular 

service  they  need — with  just  one  hill  and  one  poin  t  of 

con  tact.  Plus  a  convenient  monthly  management  report. 

Tlie  airline  selected  HellSouth  because  were  a  lot 

more  than  one  company.  We  re  a  family  of  communications  companies.  From  paging,  cellular  and 

information  services  to  sophisticated  telecommunications  networks,  we  have  the  depth  of  resources 

required  to  meet  your  communications  challenges  today.  And  tomorrow. 

Tliat's  why  there's  one  airline  that  no  longer  thinks 

runways  are  the  only  place  for  its  business  to  take  off.  . 

_  J       ^  1  .    r  .  It  Telecommunications 

Interstates  can  he  pretty  good,  too.  ror  information,  call  ,         •     c  • 

//r^       ;  .  7  nr\f\  i M  l  r  Information  Services 

your  HellSoutn  representative  or  1-800-/ 20-BELL.  \i  i -i 

Mobile  Communications 

Advertising  Services 


BELLSOUTH 


ing  low  Expect  From  A  leader 


BioNOMic  View 


By  Michael  Rothschild 


Cro-Magnons'  Secret 

Weapon 


Is  THE  Information  Revolution  really 
the  epochal  transformation  of  human 
society  it's  cracked  up  to  be?  Or  are 
we  just  suffering  from  the  same  delud- 
ed sense  of  self-importance  that  affhcts 
every  generation? 

Since  we  can't  evaluate  our  own  era 
with  the  detachment  afforded  by  some 
future  vantage  point,  we  have  no 
choice  but  to  look  back  in  time.  Fortu- 
nately, history  shows  how  society  was 
remade  by  three  previous  Information 
Revolutions,  each  of  which  allowed 
our  ancestors  to  better  exploit  their 
unique  biological  capability. 

What  is  the  capability  that  distin- 
guishes humans  from  all  other  ani- 
mals? It's  certainly  not  toolmaking. 
Many  animals  use  simple  tools.  Chim- 
panzees, for  example,  use  long  sticks 
to  pluck  juicy  termites  from  their 
mounds.  It's  not  language,  either.  Bot- 
tlenosed  dolphins  speak,  though  we 
have  yet  to  decode  their  clicks  and 
whistles. 


T< 


o  APPRECL^TE  our  uniqueness  and  its 
relationship  to  information  technolo- 
gy, consider  one  of  evolution's  greatest 
puzzles.  For  at  least  60,000  years,  our 
ancestors,  the  Cro-Magnons,  lived  side 
by  side  with  the  Neanderthals,  our 
closest  biological  relatives.  Though 
NTeanderthals  are  usually  depicted  as 
dim-witted  brutes,  artifacts  dug  up 
from  their  encampments  reveal  a  so- 
phisticated, toolmaking  people  who 
undoubtedly  used  language  and  pos- 
sessed brains  significantly  larger  than 
3ur  own.  They  flourished  for  a  quarter- 
million  years,  but  then,  about  30,000 
years  ago,  they  disappeared. 
I    From  evidence  presented  by  archae- 


Foi  the  first  time  in 
human  existence,  a 
single  generation — 
this  generation — must 
cope  with  the  wholesale 
transformation  of 
society.  To  avoid  the 
fate  of  the  Neanderthals, 
today's  business  leaders 
must  harness  in- 
formation tech- 
nology in  theii 
companies. 


ologist  Alexander 
Marshack,  it  seems 
that  the  Neanderthals' 
extinction  may  be  linked  to 
humanity's  first  Informa- 
tion Revolution.  Like  other 
researchers,  Marshack  was  long 
fascinated  by  the  mysterious  mark- 
ings etched  onto  a  three-inch-long  frag- 
ment of  reindeer  antler  found  at  a  Cro- 
Magnon  site.  Eventually,  he  concluded 
that  the  symbols,  28  to  a  set,  perfectly 
matched  the  phases  of  the  moon. 

Nearly  twice  as  old  as  the  famous 
cave  paintings  of  Lascaux,  France, 
Marshack's  32,000-year-old  lunar  cal- 
endar is  the  earliest  known  example 
of  our  species'  unique  ability  to 
write — to  reduce  observations  and 


ideas  into  strings  of  symbols.  By 
virtue  of  some  evolutionary  accident, 
the  human  brain  is  "wired"  for  litera- 
cy. The  complete  absence  of  written 
symbols  or  representational  art  at  Ne- 
anderthal sites  suggests  that  even  our 
closest  evolutionary  cousins  lacked 
this  capacity. 

To  hunt  bison,  elk  and  red  deer  with 
primitive  stone-tipped  weapons,  our  an- 
cestors often  attacked  at  river  crossings, 
where  the  migrating  herds  were  most 
vulnerable.  One  can  imagine  how  valu- 
able handheld  lunar  calendars  would 
have  been  to  widely  scattered  bands  try- 
ing to  intercept  these  herds. 
When  bitterly  harsh  Ice 
Age  winters  height- 
ened the  struggle  for 
scarce  resources,  the 
CroMagnons  benefited 
from  an  information 
technology  inaccessi- 
ble to  their  primary 
ecological  competitors, 
the  Neanderthals. 

Along  with  the 
demise  of  our  ances- 
tors' last  rival,  the 
first  Information  Revo- 
lution of  32,000  years 
ago  also  marked  the  be- 
ginning of  continuous  human  innova- 
tion. Though  anatomically  modern 
Homo  sapiens  have  been  around  for 
roughly  200,000  years,  up  until  the  in- 
vention of  the  first  notational  system 
we  had  failed  to  produce  sustained  im- 
provements in  stone  tools,  art  or  trade. 
Since  the  first  Information  Revolution, 
human  innovation  has  not  ceased. 

During  the  second  Information 
Revolution,  information  technology 
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and  economic  life  became  even  more 
intimately  interrelated.  About  10,000 
years  ago,  across  the  Fertile  Cres- 
cent— what  is  now  Israel,  Lebanon, 
Syria  and  Iraq — hunter/gatherer  bands 
began  settling  down  to  raise  cereal 
crops.  At  Tell  Mureybet  in  Syria,  at 
the  excavation  level  of  the  earliest 
known  farming  village,  archaeologists 
found  evidence  of  three  previously  un- 
seen phenomena:  a  quantum  leap  in 
the  cereal  pollen  in  the  soil,  an  explo- 
sion of  the  human  population  and  the 
appearance  of  large  quantities  of  small 
clay  objects. 

The  connection  between  the  surge 
111  the  ten  id  supply  and  the  population 
explosion  is  self-evident.  But  for 
decades,  researchers  were  baffled  by 
the  clay  objects  (cones,  spheres,  cylin- 
ders, pyramids,  disks,  etc.).  Most  as- 
sumed they  were  toys  or  ornamental 
beads.  But  after  years  of  research,  Uni- 
versity of  Texas  archaeologist  Denise 
Schmandt-Besserat  pieced  together  a 
far  more  compelling  story. 

Like  their  modern  counterparts, 
prehistoric  farmers  needed  to  keep 
track  of  their  goods.  The  clay  objects 
were  tokens  used  in  accounting.  A 
cylinder,  for  example,  stood  for  a 
sheep,  a  sphere  for  a  bushel  of  wheat. 
Quite  often  tokens  were  stuffed  inside 
clay  envelopes  and  used  for  bills  of 
lading.  When  a  distant  buyer  received 
a  shipment  of  wheat,  he  would  smash 
open  the  clay  envelope  to  check  the 
number  of  bushels  against  the  number 
of  tokens. 

To  simplify  matters,  innovators 
began  pressing  tokens  into  the  surface 
of  the  wet  clay  envelope  before  it  was 
sealed.  As  this  became  commonplace, 
packing  tokens  inside  envelopes  be- 
came superfluous.  The  information 
was  conveyed  by  the  impressions  on 
the  envelope's  surface.  Three-dimen- 
sional objects  had  evolved  into  two-di- 
mensional symbols.  Marked  but 
empty  clay  envelopes  soon  turned  into 
clay  tablets,  and  clay  tokens  disap- 
peared from  use.  Much  the  same 
process  is  underway  today  as  comput- 
er screens  are  festooned  with  icons  of 
famiHar  objects  like  trash  cans  and  file 
folders.  Convenient  symbols  supplant 
clum.sy  objects. 

By  about  5,000  years  ago  in  Sumer 


(now  southern  Iraq),  the  symbols  in- 
scribed on  clay  tablets  had  evolved 
into  humanity's  first  full-fledged  writ- 
ing system. 

Translations  of  tablets  discovered 
in  the  ruins  of  the  world's  first  large 
cities  show  that  99  percent  of  all  docu- 
ments were  economic  texts.  This 
should  come  as  no  surprise.  Without 
documents  to  keep  track  of  who  owed 
whom  how  much,  broken  oral  promis- 
es would  have  led  to  endless  disputes 
and  social  chaos.  Complex  human  or- 
ganizations, whether  ancient  cities  or 
modem  corporations,  simply  cannot 
exist  without  documents. 

Except  for  the  replacement  of  clay 
tablets  by  papyrus  and  then  by  paper, 

our  methods  of  handling  information 
remained  largely  unchanged  until  Jo- 
hatmes  Gutenberg  launched  the  third 
Information  Revolution  in  the  1450s. 
Though  still  underappreciated  by  most 
historians,  Gutenberg's  invention  of 
movable-type  printing  made  possible 
both  the  rise  of  modern  science  and 
the  Machine  Age. 

Before  prmting,  skilled  copyists  pro- 
duced every  single  book,  keeping  them 
terribly  expensive.  Consequently,  only 
a  tiny  fraction  of  society  had  access  to 
books  and  learned  to  read.  By  stripping 
nearly  all  the  labor  out  of  copying,  the 
printing  press  cut  the  cost  of  informa- 
tion a  thousandfold  within  50  years  of 
Gutenberg's  breakthrough.  Pamphlets 
and  books  became  cheap  commodities. 
Literacy  exploded.  Modern  history 
began. 

By  1500,  printing  had  unleashed  the 
Scientific  Revolution.  Galileo,  Bacon 
and  Kepler  all  stressed  printing's  cru- 
cial role  in  enabling  the  explosion  of 
scientific  knowledge.  For  the  first 
time,  scholars  could  build  upon  the 
work  of  distant  colleagues.  When  li- 
braries burned,  the  knowledge  they 
housed  was  not  lost,  because  many 
other  copies  of  printed  materials  exist- 
ed elsewhere. 

In  time,  printing  also  made  possible 
the  Machine  Age.  Artisans  can  be 
showTi  how  to  make  simple  tools,  but 
complex  machinery  always  requires 
blueprints  and  operating  manuals.  By 
the  1850s,  four  centuries  after  Guten- 


berg, printing's  promise  was  realized  as( 
railroad  networks  transformed  the  Agri- 
cultural Age  into  the  Machme  Age. 

With  the  microprocessor's  invention 
in  the  early  1970s,  we  launched  the 
fourth  Information  Revolution.  Now 
we  employ  the  ultimate  in  symbolic 
elegance.  Is  and  Os,  to  encode  bewil- 
deringly  complex  information.  We 
etch  those  symbols  onto  silicon  shvers. 
and  magnetic  media  instead  of  rein- 
deer antlers,  clay  or  paper.  In  an  in- 
stant, we  copy  them  almost  without 
effort  or  cost.  Freed  from  all  practical 
and  economic  constraints,  humanity's, 
stockpile  of  knowledge  is  expanding  at 
a  pace  never  imagined. 

By  exploiting  our  unique  biological 
potential  for  Uteracy,  the  first  Informa- 
tion Revolution  turned  scattered  bands 
of  hunter/gatherers  into  coordinated 
clans  of  hunters.  The  second  made 
possible  the  villages  and  cities  of  the 
Agricultural  Age.  The  third  led  to  sci- 
ence, industry  and  the  nation-states  of 
the  Machine  Age.  And  this,  the  fourth 
Information  Revolution,  is  creating  the 
electronic  global  village  of  the  Infor- 
mation Age. 

The  consequences  of  the  three  pre- 
vious Information  Revolutions  suggest 
that  we  are,  if  anything,  underestimat- 
ing just  how  revolutionary  our  era  is. 
Each  of  the  first  two  Information  Rev- 
olutions took  several  thousand  years 
to  unfold.  Four  centuries  and  20  gener- 
ations passed  between  Gutenberg's  m- 
vention  and  the  world's  first  railroad 
networks,  printing's  most  powerful 
economic  manifestation. 

But  just  over  20  years  after  the  mi- 
croprocessor's invention,  the  global 
electronic  network  is  begirming  to  re- 
make daily  life.  For  the  first  time  in 
human  existence,  a  single  genera- 
tion— this  generation — must  cope  with 
the  wholesale  transformation  of  soci- 
ety. For  today's  business  leaders,  this 
means  creating  organizations  that  har- 
ness information  technology  well 
enough  to  avoid  the  fate  of  the  Nean- 
derthals. 


Michael  Rothschild,  president  of  The 
Bionomics  Institute  in  San  Francisco, 
is  the  author  of  Bionomics. 
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Give  Your  Company's 
Decision  Makers  The  Support  They  Need 
To  Make  Better  Decisions. 


he  right  information,  in  the  right  hands,  at  the  right  time  can  give 
your  company  the  edge  it  needs  to  survive,  the  competitive  edge  it  must 
have  to  succeed,  fj  Metaphor's  Data  Interpretation  System  software  is 
the  decision  support  environment  that  truly  addresses  the  challenges  of 


FOR  YOUR  COPY 
OF  OUR  24-PAGE 
INFORMATIVE 
GUIDE,  "MAKING 
BETTER  DECISIONS 
WHATTCJDAY'S 
BUSINESS 


company- wide  decision  making.  The  technology 
that  empowers  people  to  make  better  decisions. 
The  approach  that  unites  everyone  behind  your 
common  purpose.  All  backed  with  the  service 
you  can  stake  your  reputation  on.  For  more 
than  a  decade,  Metaphor  has  been  helping 
companies  add  tens  of  millions  to  their  bottom  line  —  grow  their  sales, 
slash  their  costs,  understand  —  and  serve  —  their  markets  better  We  want 
to  help  you,  too.  5  To  find  out  more  about  how  a  decision  support 
system  can  work  for  you,  just  call  us  toll-free  at  1  -  800-346-3824.  Or  fax  us 
at  (415)  966-8282.    *    Metaphor  Everywhere  smart  decisions  are  made. 
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SUPPORT/-  CALL  OR  FAX  US  TODAY 
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Even  in  their  free  time,  our  engineers  are  obsessed  with  PCs.  A  condition  that  can  turn  an 
afternoon  with  a  model  plane  into  an  adventure.  But  it's  a  small  price  to  pay  when  you 
consider  the  results:  the  third-generation  AST  Bravo  desktop  PCs.  With 
Bravo,  our  engineers  addressed  the  issue  of  PC  price/performance  head-on. 
"*|^=njj||^l^  First,  they  enhanced  Windows™  performance.  Then,  they  improved 
reliability  while  reducing  costs  by  creating  an  upgradable,  four-layer 
systemboard  that's  half  its  previous  size.  It's  just  one  more  exam.ple  of  how  AST  has  been  set- 
ting PC  standards  for  over  13  years.  In  fact,  our  latest  Bravo  series  has  already  won  the  praise  of 
BYTE,  PC  World  and  InfoWorld.  While  our  flying  has  won  the  praise  of,  well . . . 
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POWER 

Intel  486SX/25,  486SX/33, 
486DX/33,  4  86DX2/50 
or  486DX2/66  microprocessor. 
Optional  256KB  second-level  cache. 

GRAPHICS 

Video  RAM  upgradable  to  I  MB. 
Super  VGA  video  controller  supports 
1024  X  768  color  resolution. 


FLEXIBLE 

Four  drive  hays,  jour  16  hit  ISA  slots. 
Up  to  64MB  memory. 

BUNDLED 

120MB  hard  drive,  4MB  RAM, 
1MB  Video  RAM,  high-res  video 

monitor,  mouse,  pre-installed 
MS-DOS  5.0  and  Windows  3.1 


RELIABLE 

All  models  tested  and  compatible 
with  the  leading  retworking 
environments.  All  bundles  are 
pre-configured  and  tested  prior  to 
shipping.  Three-year  warranty  with 
standard  one-year  on-site  service. 

HONORS 

BYTE  "1992  Award  of  Merit" 
{Bravo  family).  PC  World  "Best  Buy" 
(4/66D).  Info  World  "Buyers 
Assurance  Seal"  (4/66D). 

RESPONSIVE 

To  learn  more  about  our  Bravo  desktop 
PCs,  just  call  800-8^6-4AST 

AERODYNAMIC 

A  radio-controlled  Gee  Bee 
Super  Sportster  With  an 
80cc  gas-powered  engine,  it  has 
a  top  speed  of  160  mph. 
All  optional,  of  course. 


No  Problem.  AKT  InterSpan'''  Frame  Rela>' 
Service  links  all  your  locations  and  all  your 
people  to  all  the  information  they  need. 

If  you're  going  to  outperform  the  competition 
these  days,  you've  got  to  have  your  information  in  the 
right  place  at  the  right  time.  AT&T  InterSpan  Frame 
Relay  Service  handles  high-speed  information  going 
to  many  locations,  quickly  reliably  and  economically 

Whatever  you're  doing,  from  distributed 
order  and  information  processing  to  multimedia  and 
image  transfer,  InterSpan  Frame  Relay  Service  can 
improve  your  productivity  and  help  you  service  your 
customers  better. 

And  because  one  size  does  not  fit  all,  we  work 


with  you  to  design  the  exact  frame  relay  solution  for 
your  particular  business  needs. 

InterSpan  Frame  Relay  Service  is  backed  by  a 
dedicated  staff,  the  expertise  of  AT&T  Bell  Labora- 
tories and  the  global  support  for  internetworking 
domestic  and  international  applications.  And  since  it 
works  with  multiple  protocols  and  different  vendors' 
equipment,  it  allows  you  to  protect  your  existing 
investment. 

It's  all  part  of  the  InterSpan  Data  Communica- 
tions Services  family  of  high-quality  innovative  data 
connectivity  solutions  designed  to  make  it  easier  to 
link  people,  locations  and  information. 

To  find  out  more,  call  your  AT&T  Account 
Executive  or  1  800  247-1212,  Ext  621. 


©  1992  AT&T 
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Quick  Studies 


By  David  H.  Freedman 


Culture  of 
Urgency 


VeriFone  wants  everything  right  away — and  gets  it, 
thanks  to  an  obsession  with  keeping  its  employees  on- 
hne  all  the  time,  wherever  they  may  be. 


ATIM  Tyabh,  chairman,  president  and 
ZEO  of  VeriFone  Inc.,  has  had  a  rough 
veek.  On  Sunday  he  left  the  San  Fran- 
;isco  Bay  Area,  where  the  company  is 
leadquartered,  and  arrived  in  Hong 
^ong  on  Monday  to  visit  customers. 
3n  Tuesday  he  was  m  Bangalore, 
ndia,  where  he  met  with  all  80 
employees  of  the  company's  software 
ievelopment  facility.  Thursday  it  was 
VlarseUles,  France,  for  more  customer 
neetings.  On  Sunday  he  left  for 
Copenhagen — more  customers — and 
low,  on  Tuesday,  he's  in  the  Washing- 
ion,  D.C.,  area  to  see  still  more  cus- 


tomers. "It's  been  a  brutal  trip,"  he 
sighs. 

But  sitting  back  in  an  overstuffed 
chair  in  a  hotel  room  near  Dulles  Air- 
port, looking  casually  dapper  m  a  pas- 
tel-striped sport  shirt,  clay  slacks  and 
walking  shoes,  Tyabji  appears  to  be 
having  little  trouble  unwinding.  Why 
should  he?  When  he  arrives  back  at 
headquarters  tomorrow  morning,  there 
will  be  no  mail  piled  up  on  his  desk, 
no  memos  awaiting  his  attention,  no 
calls  to  return,  no  reports  to  assimilate, 
no  meeting-hungry  managers  stacked 
outside  his  office,  no  customers  to 


handhold,  no  operational  glitches  to 
gnash  his  teeth  over. 

It's  not  that  VeriFone  is  a  sleepy 
company  or  that  Tyabji  isn't  a  hands- 
on  manager.  Rather,  Tyabji  has  been 
running  the  company  from  the  road. 
"Being  at  headquarters  is  irrelevant  to 
me,"  he  says.  Pointing  to  an  IBM-com- 
patible laptop  computer  by  the  bed,  he 
adds,  "There  is  my  office." 

Every  time  you  hand  your  credit 
card  to  a  waiter  or  retail  clerk,  chances 
are  you  are  about  to  do  business,  if 
indirectly,  with  VeriFone.  The  compa- 
ny manufactures  the  book-sized  temii- 
nals  through  which  cards  are  swiped 
and  runs  the  networks  that  provide 
authorization  for  purchases.  The 
essence  of  VeriFone's  business — plac- 
ing its  goods  on-line  and  at  the  cus- 
tomer's side  for  faster,  more  efficient 
results — is  reflected  in  the  company's 
operating  style.  Most  of  VeriFone's 
1,500  employees  are  expected  to  be 
wherever  the  customers  are,  to  ferret 
out  needs  and  opportunities  and  then 
to  respond  with  startling  rapidity.  It's  a 
mandate  that  has  Tyabji  and  his  asso- 
ciates flitting  around  the  world,  and 
one  that  would  bring  the  company  to 
the  edge  of  chaos  were  it  not  for  the 
fact  that  everyone  at  VeriFone  is  on- 
line almost  all  of  the  time.  New  Veri- 
Fone employees  get  laptops — any 
brand  they  want — before  they  get 
desks,  and  they  quickly  learn  that  it  is 
in  their  best  interests  to  plug  into  the 
corporate  network  at  airports,  hotel 
rooms,  customers'  offices  and,  if  neces- 
sary, pay  phones  on  the  street.  They 
constantly  tap  in,  says  one  manager, 
"or  they  die." 

Although  It  may  seem  a  peculiar 
way  to  run  a  company,  VeriFone  has 
validated  its  approach  by  its  outra- 
geous success.  Since  1988,  sales  have 
grovm  an  average  of  25  percent  a  year, 
and  profits  have  grown  even  faster;  last 
year  the  company  earned  $24  million 
on  revenues  of  $226  million.  It  con- 
trols 60  percent  of  the  U.S.  market  for 
credit  card  purchase  authorization  ser- 
vices— having  fended  off  challenges 
from  such  companies  as  IBM  and 
GTE — and  leads  competitors  in  Europe, 
Asia  and  South  America,  which  now 
account  for  22  percent  of  the  compa- 
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ny  s  revenues. 

In  fact,  VeriFone  has  so  consistently 
pounded  competitors  in  its  core  mar- 
ket that  in  recent  years  the  company 
has  begun  to  focus  on  creating  new 
markets.  It  has  introduced  a  wireless 
version  of  its  card-reading  terminals, 
for  example,  that  will  enable  taxi  dri- 
vers, pizza-stand  operators  and  other 
businesses  without  phone  access  to 
accept  and  authorize  credit  card  pur- 
chases. And  the  company  has  been 
pushing  into  new  forms  of  automated 
transaction  processing,  including  debit 
card  systems  that  deduct  purchases 
directly  from  the  holder's  checking 
account,  and  systems  that  dispense 
food  stamps  and  other  government 
benefits  from  retail  cashier  stations  or 
kiosks.  Such  new  businesses  already 
account  for  20  percent  of  the  compa- 
ny's sales. 

The  key  to  VeriFone's  success, 
maintains  Tyabji,  is  the  company's 
obsession  with  "forward  deploy- 
ment"— scattering  its  employees 
around  the  world  through  a  combina- 
tion of  travel  and  heavily  distributed 
facilities.  With  major  operations  in 
Redwood  City  and  Costa  Mesa,  Calif., 
Honolulu,  Bangalore,  and  Taipei,  Tai- 
wan, and  smaller  outposts  in  25  other 
locations  worldwide,  few  potential 
customers  are  out  of  striking  range. 
And  the  company  strikes  constantly. 
About  one-third  of  all  employees  are 


SAGEBRUSH  CIO  Chief  informatron  officer  Will  Pope  runs  o  Colifornio 
compony's  information  systems  from  adobe  splendor  in  Santa  Fe. 


sales.  "I  have  my  marketing  tentacles 
everywhere,"  boasts  Tyabji.  "There's 
no  opportunity  we  don't  find  out 
about  before  our  competitors  do." 
Tyabji  himself  logs  about  400,000  air 
miles  a  year,  visiting  every  major  and 
many  smaller  prospects  and  cus- 


The  company's  salespeople  will  sometimes 
excuse  themselves  from  tricky  negotia- 
tions. Instead  of  heading  for  the  bathroom, 
they  dash  for  the  nearest  phone  jack  and  send 
off  a  description  of  their  difficulties  via  laptop. 


on  the  road  more  than  half  the  time, 
costing  the  company  more  than  $5 
million  per  year  in  airfare  and  hotels. 
Even  the  technical  staff  travels, 
bouncing  every  detail  of  their  efforts 
off  customers.  Of  course,  the  constant 
contact  with  the  many  banks,  credit 
card  issuers  and  retailers  that  are  its 
prime  prospects  doesn't  exactly  hurt 


tomers  on  a  regular  basis.  Most  of 
them  say  they've  never  met  the  com- 
petitors' CEOs. 


HE  EMPHASIS  ON  physical  proximity  to 
its  customers  comprised  half  of  Veri- 
Fone founder  William  Melton's  origi- 
nal vision  for  his  company.  After  start- 
ing the  company  in  1981,  Melton,  now 


51,  gave  up  his  chairmanship  last  yeai 
for  a  slot  on  the  board.  A  psycholog> 
and  Chinese  philosophy  major  in  col 
lege  who  bummed  around  Asia  foi 
most  of  the  1960s,  Melton  settled  ir 
Hawaii  in  1971  and  started  a  compan> 
that  wrote  software  for  real  estate 
agencies.  He  sold  the  company  in  198C 
for  S3  million,  which  served  as  a  stakt 
for  his  new  company,  VeriFone,  which 
provided  local  retailers  with  access  tc 
the  names  of  bad-check  writers  ovei 
the  phone.  Melton  soon  had  his  sale; 
and  technical  staff  pushing  out  all  ovei 
Hawaii  to  get  to  know  customers  bet 
ter.  Within  a  few  years,  the  company 
was  dealing  with  credit  cards  and  mov 
ing  onto  the  mainland.  At  that  point 
Melton  started  to  worry  about  tht 
other  half  of  his  vision:  ensuring  thai 
all  of  his  employees  were  constant!) 
interacting  and  sharing  informatior 
with  one  another.  Widely  dispersec 
employees  and  tight  interaction  seerr 
mutually  exclusive,  but  Melton  saw  £ 
solution  in  the  rise  of  computer  net 
working  and  portable  computers.  Elec 
tronic  mail  and  on-line  databases,  ht 
declared,  would  become  the  company'e 
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BORN  AGAIN  Roger  Bertman  was  a  doubter  when  he  joined  as  head  of 
marketing.  "I  thought  secretaries  were  supposed  to  answer  E-mail." 


inervous  system. 

Now  VeriFone  managers  get  an 
average  of  60  messages  a  day  over  the 
company's  VAX-mail  system  and  the 
Intemet;  it's  not  unusual  for  a  manager 
to  get  nearly  200.  There  are  no  secre- 
taries at  VeriFone,  and  responding  to 
messages  is  expected  to  be  a  top  priori- 
ty. When  Tyabji  was  in  Marseilles,  he 
passed  on  an  invitation  to  a  four-star 
restaurant  so  he  could  spend  the 
evening  catching  up  on  the  more  than 
tlOO  messages  waiting  for  him.  "By  the 
time  I  went  to  sleep,"  he  says,  "our 
people  in  California  were  acting  on  my 
icomments."  Only  a  power  failure  kept 
him  from  continuing  his  message  pro- 
cessing the  next  morning. 

Ordinary  paper  mail — P-mail  in 
VeriFonese — is  banned  internally,  and 
the  rest  of  the  world's  insistence  on 
I  communicating  this  way  is  an  unend- 
ing source  of  irritation  to  the  compa- 
ny. To  keep  P-mail  from  languishing 
on  the  desks  of  traveling  employees,  it 
is  relayed  by  overnight  delivery  to 
their  hotels.  But  there  isn't  a  lot  of  it; 
customers  are  encouraged  to  commu- 
nicate by  E-mail  (all  VeriFone  employ- 


ees are  accessible  via  Internet),  and 
their  messages  now  account  for  about 
15  percent  of  Tyabji's  and  other  man- 
agers' E-mail.  Many  employees'  fami- 
lies, including  Tyabji's,  are  on  the  net- 
work as  well.  (Tyabji  insists  on  speak- 
ing by  phone  to  his  wife  at  least  once  a 


day,  no  matter  where  he  is.  "I  can't  get 
to  sleep  unless  I've  heard  her  voice," 
he  says.) 

For  VeriFone  employees,  dashing  off 
an  informal  E-mail  note  is  as  natural 
an  act  as  speaking,  but  the  company's 
network  culture  isn't  based  on  merely 
swappmg  memos,  as  is  the  case  at 
most  companies  that  embrace  E-mail. 
Virtually  all  of  its  work  processes  are 
carved  up  and  electronically  distrib- 
uted to  speed  things  up  and  garner 
maximum  expertise.  For  example,  the 
company's  salespeople  will  sometimes 
excuse  themselves  from  tricky  negotia- 
tions with  a  prospective  client  and, 
instead  of  heading  for  the  bathroom, 
go  off  in  search  of  the  nearest  phone 
jack  so  they  can  send  off  a  description 
of  their  difficulties  via  laptop.  The 
next  time  they  step  out  for  a  break 
they  can  read  through  advice  from  a 
range  of  managers. 

As  another  example,  while  most 
multinational  companies  consider 
time  zone  differences  a  hassle,  Veri- 
Fone uses  the  network  to  turn  them 
into  an  advantage.  When  a  group  at 
one  facihty  working  on  a  time-critical 
project  is  ready  to  go  home,  it  hands 
off  everything  it  has — from  engineering 
specs  to  customer  data — to  a  group 
that  is  perhaps  eight  hours  earlier  in 
its  day.  By  passing  work  from,  say,  San 
Francisco  to  Taipei  to  London  and 
back  to  San  Francisco,  the  company 


Will  Pape,  Virtual  CIO 

IN  A  COMFORTABLE  adobe  home  on  the  hilly,  sagebrush-dotted  outskirts 
of  Santa  Fe,  N.M.,  a  shaggy  bear  of  a  man  in  stocking  feet  is  waving  some- 
thing that  looks  Uke  a  "Star  Trek"  tricorder  at  the  computer  monitor  on  his 
desk  as  if  he  is  scanning  it  for  life  signs.  "Look  at  this,"  he  grumbles.  "Five 
milhgauss.  And  this  is  a  reduced-emissions  monitor." 

This  is  Will  Pape,  VeriFone's  CIO  and  the  man  behind  the  company's  inter- 
nal network  and  information  systems.  At  the  moment,  Pape  is  concerned  that 
he  and  other  VeriFone  employees  may  be  risking  overexposure  to  electromag- 
netic fields.  This  is  not  a  wild  tangent  for  Pape.  For  one  thing,  his  wife  Louise 
is  manager  of  environmental  concerns  for  the  company.  For  another,  Pape's 
direct  responsibihties  include  facilities  (electromagnetic  fields  and  all),  as  well 
as  human  resources,  planning,  travel  and  controls.  It's  an  unusual  grab  bag  of 
duties,  but  Pape,  whom  CEO  Hatim  Tyabji  calls  the  number-two  manager  in 
the  company,  insists  it  fits  the  CIO's  role.  "I'm  the  company  navigator,"  he 
explains.  "I  have  to  make  sure  we're  sticldng  to  our  flight  plan  or  point  out 
ways  of  modifying  the  plan  if  new  conditions  call  for  it." 

continued  on  page  28 
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continued  from  page  27 

Pape  runs  VeriFone's  IT  operations  from  a  spacious,  pleasantly  cluttered 
home  office  several  hundred  miles  from  the  nearest  other  VeriFone  employee 
(not  counting  his  wife)  and  a  thousand  miles  from  the  company's  headquar- 
ters and  data  processing  facUities  in  Silicon  Valley.  Like  most  everyone  in  the 
company,  he  conducts  most  of  his  business  via  E-mad,  receiving  and  dashing 
off  a  constant  stream  of  messages  from  a  laptop  computer.  "Hey,  you  don't 
need  to'  be  surrounded  by  the  Taj  Mahal  of  data  processing  to  run  an  informa- 
tion systems  department,"  he  says.  Pape,  an  ex-radio  joumaUst,  says  CIOs  at 
most  companies  have  made  the  mistake  of  allowing  their  departments  to 
become  clearinghouses  for  vast  arrays  of  contextless  data.  Instead,  he  main- 
tains, IT  departments  should  focus  on  adding  value  to  the  information  they 
gather.  "I  don't  want  to  dump  raw  data  on  other  managers  so  they  can  ana- 
lyze it,"  he  says.  "The  CIO  should  provide  information  that  wiU  set  an  agen- 
da and  help  managers  make  decisions."  As  an  example,  Pape  points  to  an  E- 
mail  message  he  received  from  one  of  his  staff  the  night  before  outlining  a 
proposed  new  human  resources  report  that  would  Hst  the  growth  in  number 
of  employees  per  facihty — a  report  that  would  join  hundreds  of  other  reports 
available  on-line  to  everyone  in  the  company.  Pape  has  just  sent  back  a  mes- 
sage telling  the  staff  member  the  report  doesn't  provide  enough  perspective; 
instead,  he  suggests,  the  report  could  present  the  head  count  for  each  facility 
as  a  percentage  of  the  total  number  of  VeriFone  employees,  and  then  graph 
that  number's  growth  rate  over  the  past  three  years.  That  way,  he  says,  man- 
agers will  be  able  to  instantly  spot  which  operations  appear  to  be  garnering 
more  than  their  share  of  the  company's  resources.  "I'd  rather  put  the  brakes 
on  hiring  ahead  of  time  than  have  to  lay  people  off  because  we  ramped  up 
too  fast  somewhere,"  he  explains. 

Coming  up  with  great  on-line  reports  isn't  enough,  msists  Pape;  they  have 
to  be  marketed  as  well.  He  has  his  department  "advertise"  new  reports  by 
talking  them  up  to  the  rest  of  the  company  through  E-mail  messages.  He 
then  tracks  how  many  people  use  the  report  and  how  often.  "If  the  report 
isn't  being  accessed,  then  I  don't  care  how  clever  it  is,  it's  a  fadure,"  he  says. 
"At  that  point,  we  can  try  stepping  up  our  marketing  or  revamping  the 
report.  If  that  doesn't  work,  we'll  throw  it  out." 

The  least  important  factor  in  VeriFone's  real-time,  on-line  culture  is  lead- 
ing-edge technology,  says  Pape.  The  company's  decade-old  computing  and 
network  architecture  is  based  on  Digital  Equipment  Corp.  VAXes,  and  Pape 
isn't  in  a  huge  hurry  to  move  to  cUent/server  technology.  The  company's 
vast  array  of  on-line  tools  doesn't  run  under  Microsoft  Windows'  pretty  inter- 
face, and  Pape  even  decided  to  eschew  DEC's  standard  office  automation  soft- 
ware in  favor  of  its  bare-bones  VAX-mail  E-mail — though,  he  notes,  his  tech- 
nical staff  has  sped  it  up  by  a  factor  of  five.  All  this  suits  CEO  Tyabji  just 
fine.  "Other  companies  have  everything  we  have,"  he  says.  "They  just  don't 
know  how  to  use  it." 


can  keep  a  project  going  24  hours  a 
day  without  requiring  anyone  to  work 
overtime.  Earlier  this  year  that  trick 
enabled  the  company  to  submit  a 
detailed  proposal  for  a  payment  autho- 
rization system  to  a  consortium  of 
German  banks  just  days  after  the 
banks  had  issued  a  request  for  propos- 
als. The  stunned  banks  gave  VeriFone 
80  percent  of  the  business,  leaving 
slower-paced  competitors  to  fight  over 
the  remaining  20  percent. 

Em.ployees  can  do  more  than  just 
share  E-mail  and  work  over  VeriFone's 
network.  They  can  also  access  with  as 
few  as  three  keystrokes  a  blizzard  of 
important  information,  including 
bookings,  shipments,  revenues, 
detailed  personnel  data,  everybody 
else's  travel  schedules,  order  status, 
progress  with  sales  prospects,  and  a 
customized  selection  of  articles  auto- 
matically gleaned  from  various  news 
services.  One  recent  series  of  electron- 
ic clippings,  for  example,  provided 
reports  of  racial  violence  in  India  to 
managers  concerned  that  the  trouble 
might  affect  the  Bangalore  facility. 
VeriFone  is  so  determined  to  let  its 
employees  see  how  it's  faring  on  a 
minute-to-mmute  basis  that  it  has  for- 
mally registered  220  of  them  as  "insid- 
ers" with  the  SEC.  The  network  even 
tracks  every  employee's  birthday 
worldwide,  automatically  posting 
greetings  accordingly. 

All  this  means  that  newcomers  to 
VeriFone  face  something  of  a  culture 
shock.  Vice-president  and  general  man- 
ager, marketing  and  network  systems 
division  Roger  Bertman  came  to  Veri- 
Fone last  year  after  having  worked  for 
IBM  and  network  vendor  Ungennann- 
Bass.  Despite  his  computer  and  net- 
working background,  he  was  ill-pre- 
pared for  an  on-line  lifestyle.  "I  have 
an  advanced  degree  in  computer  sci- 
ence," he  says,  "but  I  thought  secre- 
taries were  supposed  to  answer  my  E- 
mail."  Bertman  says  he  was  at  first  put 
off  by  the  need  to  put  in  the  time  at 
his  PC,  but  he  quickly  became  a 
believer  after  he  watched  a  new  mar- 
keting program  targeted  at  smaller 
retail  merchants — complete  with  spe- 
cial lease  package  and  detailed  sales 
presentation — take  shape  over  the  net- 


work in  less  than  a  week.  By  the  end 
of  the  quarter,  the  new  plan  had 
brought  in  $2.7  million  in  sales.  "At 
any  other  company,  it  would  have 
taken  at  least  a  quarter  to  put  the  plan 
together,"  says  Bertman.  "But  at  Veri- 
Fone, next  quarter  is  never  soon 
enough.  Tomorrow  is  never  soon 
enough." 

This  atmosphere  of  electronically 
facilitated  urgency  seems  exotic  even 
for  a  company  that  sells  on-line  net- 


working products  and  services,  bu 
Tyabji  says  he's  amazed  all  companie: 
don't  operate  this  way.  Even  if  Veri 
Fone  were  selling  toothpaste,  hi 
claims,  its  network  culture  wouk 
allow  it  to  run  circles  around  P-mail 
oriented  competitors.  "If  you  give  gooc 
people  the  kinds  of  tools  we've  giver 
our  people,"  he  says,  "then  all  yoi 
have  to  do  is  get  the  hell  out  of  thei 
way."  And,  he  might  add,  maintair 
ready  access  to  a  phone  jack.  (g 
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Let's  say  you  run  a  major  airline.  And  let's  assume,  in 

you  typically  sell  235,000  tickets.  Then,  suddenly,  a  fare  war  hits.  The  demand  for 
tickets — and  on  your  reservation  system — can  triple.  That  means  you  have  the 

potential  to  sell  705-000  TICKETS  ^""'^ 
computer  system's  peak  capacity*  can't  handle  these  additional  calls,  they'll  go  to  the 
competition.  That's  why  a  number  of  airlines  have  specified  EMC's  disk  storage 
solutions.  They  allow  mainfram£  and  midrange  computer  systems  to  dramatically 

increase  performance  without  costly  CPU  upgrades.  Now,  let's  assume  the  average  cost 

# 

of  a  ticket  is  $110.  If  your  computer  system  could  handle  all  those  incremental  calls, 

that  wouM  mean  a  revenue  increase  of  over  $J|2  [VIILLilOiNI 

EMC's  disk  storage  solutions  are  designed  to  help  any  business  become  more  competitive. 
See  how  we  can  help  you  handle  mxwe  peak  performame  trans-  *  o 

.EMC 

ikmLby  calling  1-800- 424 ■EMC2,  extension  GM369Bi 


THE  STORAGE  ARCHITECTS 


©  1993  EMC  Corporatim.  EMC  is  a  trnrlnnntk  of  EMC  Corp. 
*Assuines peak  capacity  of  590,000.  115,000  in,  nmniial  calls  at  $110 per  ticket. 


Wherever  You  Are. 


WORLD-CLASS,WORLDWIDE, 

I   Wireless  Solutions. 

Your  Agenda  for  the  '90s  is  Clear... 


Operational  excellence.  Value- 
dded  customer  service.  Managed  growth, 
icreased  profitability.  Strategic  flexibility, 
laybe  even  globalization. 

CSC  Intelicom,  the  telecom- 
lunications  unit  of  Computer  Sciences 
Corporation,  is  ready  to  help.  As  your 
usiness  partner,  we  can  maximize  your 
rofit  potential  in  the  face  of  an  evolving 
ireless  marketplace.  With  the  broadest, 
lost  powerful  spectrum  of  domestic  and 
iternational  business  solutions  of  any 
ompany  serving  the  wireless  industry. 
Aether  it's  strategic  planning,  billing 
dministration,  fraud  control,  increased 
svenue  assurance,  or  meeting  the  needs 
,f  emerging  technologies,  such  as  GSM, 
•CS,  ESMR  or  cable,  CSC  Intelicom 
an  develop  a  system  —  or  offer  a  proven 
□lution  set  -  to  achieve  your  strategic 
lusiness  objectives.  On  time.  Safely.  With 
lO  surprises. 


Backed  by  the  financial  stability 
and  resource  base  of  Computer  Sciences 
Corporation,  CSC  Intelicom  is  the  wireless 
carrier's  full  technology  partner.  During  the 
last  16  years,  we  have  played  a  major  role 
in  the  development  of  telecommunications 
technology.  And  you  can  count  on  our 
continually  expanding  base  of  core  compe- 
tencies for  the  wireless  solutions  you  need 
to  make  your  business  prosper. 

CSC  Intelicom.  World-class,  world- 
wide, wireless  solutions.  Now  available... 
wherever  your  business  takes  you. 


CSC  INTELICOM 

A  Unit  of  Computer  Sciences  Corporation 

6707  Democracy  Boulevard 
Suite  1000 

Bethesda,  Maryland  20817 
1.800.245.5776 


By  David   H.  Freedman 


The  Goods  on 
Hacker 


Don't  be  surprised  if  one  knocks 
at  your  company's  door.  Whether 
as  industrial  spies  or  as  computer 
security  consultants,  hackers  say 
they  are  entering  the  work  force 
to  do  good.  Are  they  lyingl  The 
pros  think  so. 


Hackers  warn  they'll  either  be  working  for  you  or  against  you 
Can  you  believe  anything  they  say? 

SCOTT  Chasin  is  a  young  man  working  in 
what  some  people  insist  will  be  one  of  the 
growth  jobs  of  the  1990s — cracldng  and  en- 
tering computer  systems.  He  has  remarkable 
qualifications,  only  some  don't  appear  on  his 
resume.  A  member  of  the  Legion  of  Doom 
hacker  group — notorious  for  penetrating  and 
disrupting  telephone  company  systems — 
Chasin,  while  never  convicted,  has  had  his  brushes 
with  the  law.  He  now  works  full-time  managing  personal 
computer  networks  for  Amoco  in  Houston. 

Chasin  claims  that  since  his  Legion  of  Doom  days  he 
hasn't  done  anything  illegal.  However,  he  still  spends  sever- 
al hours  a  night  exploring  the  computer  underground.  "I 
want  to  keep  my  hand  in  what's  going  on,"  he  explains. 
"The  teclinology  changes  incredibly  fast."  Chasin  has  good 
reason  to  stay  on  top  of  his  game:  He  moonhghts  as  a  com- 


puter 

security  con- 
sultant, he  says,  paid  by 
clients  to  safeguard  their  com- 
puters from  people... like  he  used  to  be. 

Hackers  are  generally  an  annoyance  to  the 
business  world,  burrowing  into  corporate  databases  an^ 
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leaving  taunts — or  worse.  In  1992  alone,  U.S.  companies 
were  stuck  with  more  than  $2  billion  in  unauthorized 
phone  bills,  according  to  Telecommunications  Advisors,  Inc. 
Now,  however,  a  more  pragmatic  population  of  hackers  is 
moving  into  its  20s  and  30s.  Like  most  people  in  that  age 
group,  they  are  looking  for  a  httle  job  security.  Many,  hke 
Chasin  and  the  self-proclaimed  dean  of  hackers,  Ian  Mur- 
phy, say  they  intend  to  find  it  in  the  corporate  world,  prefer- 
ably in  a  position  that  takes  advantage  of  their  unique  skills. 
Whether  as  industrial  spies  or  as  computer  security  consul- 
tants, hackers  say  they  are  entering  the  work  force  to  do 
good.  Then  again,  they  may  be  lying. 

Beats  slinging  hash  at  McDonald's 

There  are  a  number  of  ways  hackers  can  make  money  from 
their  trade,  and  they  seem  to  be  exploring  all  of  them. 
ifc^  "These  kids  don't  want  to  give  up  hacking  to  shng 

/^""^''-'.^.^^^^  hash  at  a  McDonald's,"  notes  Gad  Thackary, 
^  a  deputy  attomey  for  Maricopa  County,  Ariz., 
/  who  became  a  well-known  hacker-buster  with 
/  the  Philadelphia  district  attomey's  office  in  the 
/  mid-1980s. 
I     Some  hackers  hope  to  become  software  ven- 
/  dors,  selling  polished  versions  of  programs  they 
/  swap  among  themselves.  One  hacker,  known  as 
/  Video  Vindicator,  is  preparing  to  distribute  a  program 
/  that  scrambles  confidential  data  fUes — from  marketing 
/  databases  to  a  bookie's  accounting  records — making 
/  them  unreadable  without  the  appropriate  passwordlike 
/  code.  A  second  program  will  help  identify  cellular  phone 
j  transmission  frequencies,  a  product,  he  notes,  that  wUl  be 
of  interest  to  drug  dealers  and  other  dubious  characters  look- 
ing for  untappable  phone  lines.  "I'm  hoping  to  make  a  couple 
of  milhon  the  first  year,"  he  says,  without  a  trace  of  irony. 

Fraud  is  another  way  to  make  hacking  pay.  Stealing  cred- 
it card  numbers  from  credit  bureaus  and  other  sources  has 
long  been  a  hacker  mainstay.  But  as  credit  bureaus  grow 
more  adept  at  protecting  card  numbers  and  hackers'  ap- 
petites for  equipment  and  cushy  lifestyles  grow,  other,  more 
lucrative  crimes  are  becoming  attractive.  Tapping  into  bank 
networks  and  electronically  hijacking  money  is  one  increas- 
ingly popular  undertaking.  Counterfeiting  money  and  nego- 
tiable securities  with  high-tech  photocopying  systems  is  an- 
other. "We're  seeing  the  merging  of  criminal  computer  ac- 
tivity with  more  traditional  criminal  activity,"  says  special 
agent  John  Lewis  of  the  Secret  Service,  which  along  with  the 
FBI  investigates  computer  fraud. 

Many  hackers  and  some  security  professionals  insist  that 
companies  have  hired  hackers  to  go  after  competitors.  "It's 
absolutely  true,  and  I  know  it  hom  first-hand  experience," 
says  John  O'Leary,  director  of  education  for  the  Computer 
Security  Institute,  San  Francisco.  "I  can't  say  I've  seen  a  con- 
tract, but  I  know  of  a  company  that  has  hired  a  hacker  to 
break  in." 


Why  the  Threat  Is  Growing 


Companies  now  have  more  reason  than  ever  before  to  fear  hacker  es- 
pionage, thanks  to  a  number  of  trends.  Among  them: 

•  Globalization  The  pressures  of  internationol  competition 
have  spawned  the  best-known  recent  cases  of  industrial  espi- 
onoge.  Earlier  this  year  the  CIA  warned  49  U.S.  defense  contrac- 
tors that  the  French  government  was  preparing  to  spy  on  them, 
prompting  the  Pentagon  to  ask  Hughes  Aircraft,  Lockheed  and 
other  oerospace  companies  not  to  participate  in  the  Paris  Air 
Show.  And  four  giant  Japanese  corporations  reportedly  bought  se- 
cret Star  Wars  computer  code  in  1 990  from  a  scientist  at  a  high- 
tech defense  contractor  in  California. 

Multinational  hacking  is  already  part  of  the  picture.  German 
hackers  are  known  to  have  attacked  NASA  databases,  and  low  en- 
forcement officials  believe  corporations  are  fair  game,  "if  I  were 
0  developing  Eastern  European  pharmaceutical  company  and  I 
wanted  a  base  of  information,"  says  Secret  Service  special  agent 
John  Lewis,  "my  choices  would  be  to  launch  a  lab  program  to  de- 
velop it  or  to  go  somewhere  it  already  existed.  One  way  would  be 
through  computer  intrusion."  Harold  Hendershot,  supervisory  spe- 
cial agent  for  the  FBI's  Economic  Crime  Unit,  notes  that  Sweden- 
based  hacker  group  the  Dream  Teom  (best  known  for  cracking 
copy  protection  on  commercial  and  game  software  and  then  dis- 
tributing the  programs  on  bulletin  boards)  is  becoming  increasing- 
ly brazen.  Other  hackers  say  the  Dream  Team  has  also  begun  to 
engage  in  corporate  espionage;  Hendershot  doesn't  rule  out  that 
possibility. 

•  The  move  to  Client/Server  Architectures 
Companies  hove  traditionally  kept  most  of  their  data  either  on 
mainframes,  which  can  be  guarded  with  security  software,  or  on 
stand-alone  PCs,  which  usually  can't  be  accessed  from  the  outside. 
But  as  client/server  architectures  become  increasingly  popular, 
both  barriers  are  removed.  Servers,  which  act  as  data  hubs  for 
groups  of  PCs,  typically  run  the  Unix  operating  system — notori- 
ous for  its  lack  of  mainframe-style  security  features  and  a  partic- 
ular favorite  of  hackers,  mony  of  whom  learned  their  trade  on 
the  Unix-based  systems  popular  at  high  schools  and  universities. 
What's  more,  servers  often  provide  dial-in  ports;  if  a  hacker 
reaches  such  a  server,  he  or  she  would  then  be  able  to  access  the 
attached  PCs. 

•  HACKERS'  Steep  learning  Curve  Law  enforcement 
agents  all  agree  that  hackers'  obsession  with  sharing  information 
via  bulletin  boards  mokes  them  better  oble  to  stoy  abreast  of  the 
latest  tricks  of  the  trade  and  corporate  vulnerobilities  than  their 
adversaries.  "Hackers  use  open  communications  as  a  weapon 
against  us,"  says  Jim  Kates,  vice-president  of  Stamford,  Conn.- 
based  computer  security  firm  Janus.  "Those  of  us  in  security  don't 
like  to  talk  about  what  we  find  out." 
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The  Secret  Service's  Lewis  and  su- 
pervisory special  agent  for  the  FBI's 
Economic  Crime  Unit,  Harold  Hen- 
dershot,  both  say  the  threat  may  be  a 
real  one.  "Hackers  have  probably  been 
hired  for  this,"  says  Hendershot. 

Competitive  intelligence  consultants 
comprise  one  rumored  source  of  em- 
ployment for  industrial  spy-hackers. 
These  small  firms  are  hired  by  larger 
companies  to  snoop  out  data  on  com- 
petitors, ostensibly  via  computer 
searches  of  pubUcly  accessible  databases  ^^H^^^BHm 
and  other  legitimate  sources.  But  by  all 
accounts,  some  of  these  companies  are  hired  on  a  no-ques- 
tions-asked basis  with  the  understanding  that  they'll  do  what- 
ever it  takes  to  get  the  goods.  "Competitive  intelligence  com- 
panies are  all  sleazy;  they're  brokers  for  thieves,"  says  Gary 
Johnson,  a  senior  investigator  with  the  Harris  County  district 
attorney's  office  in  Houston,  who  is  experienced  in  hacker 
cases.  He  says  managers  could  be  buying  information  stolen 
by  hackers  without  knovraig  it  or  being  only  dimly  aware  of 
the  situation. 

Hackers  looking  for  shady  employment  opportu- 
nities can  supposedly  turn  to  the  hacker-operat 
ed  computer  bulletin  board  services.  These 
services  are  located  throughout  the 
United  States  and  abroad,  and  are  ac- 
cessible by  anyone  with  a  computer 
and  modem.  Although  most  of  the 
material  posted  on  the  hacker 
boards  is  juvenile  blather  about  sex, 
computer  games  and  societal  ills,  many 
of  these  boards  have  "ehte"  sections 
that  can  be  entered  only  by  proving 
one's  hacking  expertise  via  quizzes, 
references  or  phone  interviews.  It 
may  be  here  that  hackers  get  down 
to  business. 

"If  I  want  information  on  XYZ 
Corp.,  all  I  have  to  do  is  post  a  note  of- 
fering to  swap  a  359-megabyte  hard  drive 
in  exchange,"  says  Jim  Kates,  vice-presi- 
dent of  Stamford,  Conn. -based  Janus,  a 
computer  security  firm.  Kates  has  learned 
how  to  bluff  his  way  onto  the  ehte  boards 
and  says  he  sees  notes  like  that  "all  the 
time." 

But  none  of  the  dozens  of  hack- 
ers, computer  security  consultants, 

Ian  Murphy,  self-described  dean  of  the 
hockers.  Murphy  says  mainstream  penetration 
experts  won't  go  to  his  lengths,  like  scrounging 
for  passwords  in  a  garbage  can. 
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ave  you  ever  met 
one  of  these  kids 
face-to-facel  They're 
nerds!  Even  the  mob 
wouldn't  trust  them" 
says  a  DA  investigator. 


corporate  information  systems  man- 
agers or  law  enforcement  agents  spe 
cializing  in  computer  crime  who  were 
interviewed  for  this  article  could  pro 
vide  any  verifiable  evidence  of  hacker 
espionage. 

The  larger,  more  established  securi 
ty  consultants — typically  attached  to 
Big  Six  accounting  firms  since  their 
services  grew  out  of  financial  auditing 
practices — downplay  the  threat.  "The 
mythical  overseas  hacker  going  after 
companies  isn't  a  big  problem,"  says 
Alan  James,  manager  of  information 
technology  assurance  services  for  Coopers  &.  Lybrand  in  Los 
Angeles.  "Generally  speaking,  employees  accidentally  delet- 
ing files  is  a  bigger  problem."  Harry  DeMaio,  national  mar- 
keting director  of  information  protection  services  for  De- 
loitte  &.  Touche,  Wilton,  Conn.,  contends  that  his  clients 
are  much  more  concerned  about  the  accessibUity  and  accu- 
racy of  their  data  than  they  are  about  competitors  getting 
their  hands  on  it.  "Defense  contractors,  credit  bureaus,  and 
toy  and  cosmetics  manufacturers  worry  about  the  confiden- 
tiality of  their  data,"  he  says.  "But  for  most 
companies  it's  almost  a  neghgible  issue." 

Hackers  maintain  that  computer  se- 
curity professionals  dismiss  the  threat 
of  hired  hackers  either  because  they 
don't  realize  what's  going  on  in  the 
computer  underground,  or  because 
they  know  they  can't  protect  against 
it.  To  do  so,  they  claim,  you  need  to 
have  been  a  hacker  yourself. 

Jekyll  or  Hyde? 

Switching  from  maUcious  hackerj 
to  hackers'  nemesis  is  a  more  nat-^ 
ural  transition  than  may  at  firsti 
seem  likely.  "It's  almost  a  rite  ofl 
passage  to  first  be  convicted  of 
some  computer  crime  and  then 
try  to  find  work  as  a  computer  se- 
curity consultant,"  says  Michael 
Alexander,  editor-in-chief  of  Info- 
Security  News,  a  bimonthly  magazine 
for  the  computer  security 
industry. 

Although  few  hack- 
ers are  known  to  have 
made  it  as  security  con- 
sultants, those  who  dream 
of  being  rewarded  for 
shutting  down  their 
colleagues  can  find  a 
role  model  of  sorts  in  Ian 
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WIRELESS     INFORMATION     DELIVERY    FROM  MOTOROLA 


WIRELESS  INFORMATION:  Power  for  the  Road  Warrior! 

Information  is  power,  and  EMBARC^'^'  delivers  it  to  the  people  who  need  it  most — road  warriors 
like  you!  EMBARC  Information  Services  will  keep  you  tuned  to  a  variety  of  interests,  and  the 
world  at  large,  to  put  you  a  step  ahead  in  today's  fast-moving,  competitive  marketplace. 

Your  EMBARC  subscription  includes  general  news  and  weather  from  USA  TODAY  al  no 
additional  charge.  Optional  services  from  USA  TODAK  include  industry  news  selections  such  as 
Technology  and  Telecommunications,  plus  Personal  Investing,  Insurance,  International  News  and 
even  Sports — timely,  useful  information  to  boost  productivity. 

With  HeadsUp^^  industry  news  from  INDIVIDUAL,  Inc.  you'll  receive  targeted  wireless  news 
briefs  that  impact  your  industry  and  professional  specialty.  Concise  story  briefs  provide  a  quick 
read  and  eliminate  information  overload,  and  optional  full-text  retrieval  provides  details  when  needed. 
These  and  other  information  services  are  the  perfect  complement  to  EMBARC's  fully  featured, 
one-way  wireless  networking  capabilities,  including  wireless  E-mail,  reports  and  file  updates.  The 
total  service  will  keep  you  in  the  loop  and  productive  in  over  200  cities  in  the  U.S.  and  Canada. 

Call  1-800-EMBARC4,  ext  625  to  see  what  the  power 

of  wireless  information  can  do  for  you. 


DOS,  MAC  compatibility: 

EMBARC  service  is  available  for 
DOS-based  laptops  and  notebooks, 
HP95LXand  100LX  palmtops,  and 
Macintosh  PowerBooks. 
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®.  Motorola  and  NewStream  are  registereu  ..ddemarks  ot 
Motorola.  Inc  All  ottier  product  and  company  names  are 
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Now's 

You  wanted  the  power  to  choose  from  a  world  ol  dil- 
ferent  appheations.  DOS  appHeations.  Windows" 
apphcations.  OS/2®  apphcations.  OS/2  2.0 
gave  you  the  power.  And  the  response  was 
impressive,  to  say  the  least.  Over  two  million 
copies  shipped  in  less  than  one  year.  More  than 
1,200  OS/2  applications  already  available!  But  now 
you  want  more.  More  features.  More  functions.  More 
applications  to  choose  f  rom.  That's  why  we're  intro- 
ducing OS/2  2.1. 

The  new  OS/2  2.1  lets  you  run  the  latest 
Windows  3.1  applications,  in  addition  to  the 
DOS,  Windows  and  OS/2  applications  you  can 
already  run.  We've  also  added  TrueType  fonts,  select 
Windows  applets,  File  Manager  and  support  for 
Windows  3.1  printer  and  display  drivers,  including 
32-bit  seamless  SVGA  support.  And  now  you  can 
start  DOS  and  OS/2  applications  from  a  WIN-OS/2 
session,  too. 

Portable  users  will  be  glad  to  know  that 
OS/2  2.1  provides  industry-standard  Advanced  Power 

^    ffith  OS/2  2.1  at  the  heart  of  your  PC,  you  can  run  a  world  of  DOS,  Windows  and  OS/2  applications. 


There's  no  need  to  buy  DOS  and  Windows  to  run  DOS 
and  Windows  applications. 
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Management  (APM)  support,  to  help  exto 
battery  life.  We've  made  the  cursor  larger 
easier  to  find  your  place  on  the  screen.  A 
OS/2  2.1  continues  to  expio 
the  verv  latest  in  technolog 
\ou  ll  f  ind  improved  suppoi 
multi-media  applications  ai 
pen-based  capabilities,  alor 
with  built-in  CD-ROM  and 
AS/400°  terminal  emulation 
support. 

Of  course,  OS/2  2.1  sti 
gives  you  true  pre-emptive 
multitasking, 
superior  OS/2 
Crash  Protection™ 
and  the  easy-to-use 
object-oriented  Workplace 
Shell™  interface.  All  the 
features  that  made  Version  \ 
an  award-w  inner.  But  now, 
you  also  get  a  whole  new  w( 
of  possibilities. 
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3S/2  2.1  is  now  also  available  on 
OM.  It  comes  with  exciting 
media  samplers,  full-motion  video 
s  and  more. 

Demand  OS/2  2.1 
preloaded  on  your 
next  PC. 

With  our  free  demo  diskette,  you 
nd  out  even  more  about  all  the 

he 

powerful  features  OS/2  2.1  has  to 
offer.  For  your  copy,  to  find  out 
more  about  OS/2  2.1,  or  to  order, 
ww/r.e  call  1  800  3-IBM-OS2. 
diskette.  In  Canada,  call  1  800  465-7999. 

crate  at  a  higher  level? 
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OS/2  2.1  Advantages 

Improves  productivity  Easy  to  use 

•  Now  runs  OS/2,  DOS  •  Now  also  available  on 
and  new  Windows  3.1  CD-ROM. 
applications.  •  Object-oriented  Workplace 

•  New  TrueType  fonts,  Shell  interface. 
Windows  applets.  Advanced  32-bit 
File  Manager.  architecture 

•  Advanced  Power  •  Seamless  SVGA  support. 
Management  (APM)  •  Fully  exploits  latest 
support  extends  battery  multimedia  applications, 
life  for  portables.  •  Supports  CD-ROM. 

•  OS/2  Crash  Protection  and       PCMCIA  and  pen 
pre-emptive  multitasking.  technologies. 
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Hackers 


Muiphy.  Captain  Zap,  as  Murphy  is  known  on  the  hacker 
bulletin  boards,  first  won  a  name  for  himself  with  his  1981 
bust  for,  among  other  things,  breaking  into  the  White 
House's  computers. 

Murphy  claims  to  be  hired  on  a  regular  basis  to  carry  out 
various  computer  security  chores  for  corporations.  Most  no- 
tably, he  performs  penetration  tests,  in  which  he  attempts  to 
break  into  clients'  computers  to  identify  their  vulnerabilities 
to  hacker  attack.  To  get  his  hands  on  passwords  and  other 
computer  documentation,  he  routinely  sifts  through  dump- 
sters  outside  his  clients'  buildings,  he  claims,  even  going  so 
far  as  to  physically  break  into  facilities,  as  he  says  he  did  at 
United  Airlines'  Saddlebrook,  N.J.,  reservation  center. 

Needless  to  say,  getting  paid  to  break  into  a  company's 
computers  without  risk  of  arrest  is  a  hacker's  fantasy,  and 
Murphy  loves  to  lord  it  over  other  hackers.  "I'm  the  only 
hacker  on  the  planet  who's  doing  this  sort  of  thing,"  he  says. 
Adding  to  his  hubris.  People  magazine  ran  a  flattering  profile 
of  him,  and  the  computer  industry  trade  magazine  Informa- 
tion Week  put  Murphy  on  the  cover,  unquestioningly  report- 
ing his  self-described  exploits  and  his  claimed  earnings  of  up 
to  $500,000  a  year.  (Murphy  repeatedly  telephoned  to  push 
for  the  cover  slot  of  this  supplement.) 

Murphy  is  a  playfully  obnoxious,  pudgy  36-year-old  who 
Uves  with  his  parents  in  their  Philadelphia  home.  His  phone 
conversations  are  punctuated  by  shouting  matches  with  his 
mother,  who  becomes  particularly  riled  when  her  son  risks 
electrocution  by  staying  on  the  phone  during  thunderstorms. 
(A  budding  romance  with  his  Federal  Express  delivery- 
woman  has  kept  the  twice-divorced  digital  swashbuckler  out 
of  the  home  as  of  late.)  At  times.  Murphy  seems  to  have  a 
little  trouble  separating  fantasy  from  reahty.  He  rants  about 
building  battery-powered  devices  that  will  wipe  out  all  near- 
by electronic  chips  with  a  massive  electromagnetic  pulse.  He 
says  his  company,  lAM/Secure  Data  Systems,  is  being  taken 
pubHc.  He  brags  about  a  lucrative  book  deal  that  never  quite 
materializes.  Murphy  also  refuses  to  provide  the  names  of 
corporations  on  whose  behalf  he  has  supposedly  hacked, 
claiming  he  is  bound  by  nondisclosure  agreements.  He  did 
participate  in  a  Peat,  Marwick  &  Mitchell-run  penetration 
test  of  the  Philadelphia  Savings  Fund  Society  (now  defunct) 
in  1986.  "Ian  perfonned  in  a  satisfactory  way,"  says  a  former 
partner  of  Peat,  Marwick  (now  Peat  Marwick  KPMG).  "But 
we  kept  a  very  close  eye  on  him." 

The  "backdoor"  trick 

If  Murphy  is  a  role  model,  it  is  only  for  the  dishonest  hacker 
who  is  unsuitable  for  security  work,  fumes  prosecutor 
Thackary.  Rumor  has  it  that  Murphy  has  on  occasion  sent 
companies  unsolicited  information  about  other  hackers 
along  with  a  bill.  "AU  that  proves  is  that  he's  willing  to  sell 
out  his  friends  in  the  underground,"  she  says.  (Murphy  de- 
nies such  marketing  tactics  and  insists  he  doesn't  turn  in 
other  hackers.)  Not  surprisingly,  other  law  enforcement  fig- 
ures who  have  dedicated  their  careers  to  shutting  down 


hackers  are  less  than  charmed  by  the  notion  of  hiring  ex- 
hackers  to  provide  security.  "Have  you  ever  met  one  of 
these  kids  face-to-face?  They're  nerds,"  says  Harris  County's 
Johnson.  "Even  the  mob  wouldn't  trust  them." 

But  Johnson  and  Thackary's  reaction  to  Murphy  and  his 
fellow  hacker/consultants  is  mild  compared  to  those  of  com- 
puter security  professionals.  When  Scott  Chasin  and  some  of 
his  Legion  of  Doom  pals,  including  well-known  hacker 
Chris  Goggans,  started  up  a  Houston  security  consulting 

Tightening  Your  Security 

Companies  fend  to  rely  heavily  on  password  security  to  prevent  their 
computer  data  from  falling  into  the  wrong  hands,  but  hackers  ore 
adept  at  guessing  or  stealing  passwords.  Some  additional,  often  over- 
looked, ways  to  protect  systems  include  the  following: 

•  Turn  PCs  and  servers  off  at  night  People 
often  let  their  machines  run  24  hours  a  day,  making  them  prime 
targets  for  after-hours  hackers  if  the  machines  have  modems  or 
are  connected  to  servers  with  dial-in  ports. 

•  Install  dial-back  protection  These  devices  allow 
modems  to  receive  calls  but  remain  connected  only  long  enough 
for  a  caller  to  enter  a  password.  The  device  then  hongs  up  and 
calls  the  employee  bock  at  a  preapproved  phone  number.  To  gain 
access  to  a  system  with  dial-back  protection,  a  hacker  would  have 
to  be  at  a  location  with  on  approved  phone  number  or  reprogram 
the  dial-back  device  with  his  or  her  own  number — a  difficult  task. 

•  Distribute  electronic  authenticators  to 
employees  who  require  dial-in  access  these 
card-deck-sized  devices  generate  new  passwords  every  few  seconds 
in  sync  with  a  device  attached  to  the  dial-in  system;  all  an  employ- 
ee has  to  do  is  type  in  the  password  displayed  by  the  authentico- 
tor.  Even  the  cleverest  and  luckiest  hacker  usually  requires  at  least 
several  hundred  tries  to  correctly  guess  o  password;  the  authenti- 
cotor  demands  that  you  get  it  right  the  first  time.  And  because  the 
password  is  constantly  changing,  it  can't  be  given  out  or  stolen. 

•  If  A  COMPANY  MUST  RELY  ON  PASSWORDS,  IT 
SHOULD    ENCOURAGE    EMPLOYEES   TO  SELECT 

THEM  AS  FOLLOWS  Settle  on  0  familiar  phrase,  such  as 
"Down  ond  out  in  Beverly  Hills";  then  list  the  first  letter  of  each 
word,  capitalizing  just  one  of  them;  finally,  add  a  number  to  it. 
The  resulting  password — something  like  "daoiBh6" — is  easy  to 
remember  but  difficult  to  guess,  even  for  hackers  equipped  with 
automated  password  guessers  that  try  every  word  in  the  dictio- 
nary forwards  and  backwards. 

•  Run  confidential  data  files  through  en- 
cryption  SOFTWARE   THAT  STORES  THEM  IN 

SCRAMBLED  FORM  Although  this  doesn't  make  files  any 
harder  for  hackers  to  steal,  they  won't  be  able  to  make  sense  of 
them  if  they  do. 
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Lrm  called  Comsec  in  1991,  they  were  excoriated  in  articles 
jid  letters  published  in  the  computer  trade  press.  Chasin 
;laims  one  prominent  security  professional  promised  to  call 
lU  of  Comsec's  prospective  cHents  to  warn  them  off.  "These 
;uys  just  didn't  want  the  competition,"  says  Chasin.  "How 
vould  you  feel  if  some  young  guy  who  knew  all  the  tricks 
vas  entering  your  line  of  work?" 

Among  the  tricks  hackers  use  to  gam  access  to  a  compa- 
ly's  computers  is  leaving  a  "backdoor"  to  the 
.ystem — a  program  or  password  that  allows 
ihem  to  get  back  in  at  a  later  time.  "What  hap- 
)ens  if  your  relationship  with  a  hacker 
lOurs?"  asks  the  Computer  Security  Insti- 
pte's  O'Leary.  "Now  you've  got  somebody 
vho  has  the  keys  to  the  kingdom  and  the 
notivation  to  do  nasty  things." 

Hackers  never  truly  reform 
rhackary,  especially  when  they 
lope  to  trade  on  their  expertise. 
'If  they're  going  to  get  good  in- 
ormation  from  the  underground 
)n  behalf  of  their  clients,  they 
lave  to  be  doing  something  in 
etum,"  she  says,  such  as  provid- 
ng  information  about  their  em- 
)loyers.  Although  hackers  don't  deny 
ceeping  their  hands  in  the  game,  they 
:laim  there  is  no  conflict.  "You  don't  bite 
he  hand  that  feeds  you,"  Murphy  says. 

Such  promises,  though,  smack  of  ex- 
ortion:  Hire  me  or  I  may  rip  you  off.  And  not 
dl  hackers  adhere  to  even  this  dubious  guar- 
intee.  Harris  County's  Johnson  uncovered  a 
;cam  in  which  hackers  searched  out  local 
;orporations  whose  dial-in  computer  sys- 
ems  were  protected  by  easily  guessable  pass- 
vords.  They  would  leave  a  harmless  virus  on 
he  system,  contact  the  company  to  warn  it  about  a  virus 
hat  was  "going  around"  and  then  offer  a  free  security  evalu- 
ition.  If  a  company  bit,  the  hackers  would  use  the  evaluation 
IS  a  cover  to  gain  access  to  ail  of  the  company's  systems  and 
hen  insert  backdoors  for  later  systems  raiding. 

'lueless  "Ken  dolls" 

ix-hackers  concede  their  ethics  aren't  exactly  mainstream, 
)ut  insist  they  are  a  company's  best  bet.  Conventional  secu- 
ity  consultants,  they  say,  are  simply  clueless  about  how  to 
lefend  against  hackers.  "The  Big  Six  accounting  firms  send 
)ver  people  dressed  to  the  nines  hke  Ken  dolls,  with  degrees 
n  accounting  and  psychology,  and  they're  generally  incom- 
)etent,"  sneers  Murphy.  "While  I'm  jumping  into  dumpsters, 
hey're  presenting  a  report  that  highly  recommends  locking 
he  door  to  the  data  center." 

Chasin  is  equally  contemptuous  of  the  industry,  claiming 
hat  one  speaker  at  a  security  industry  seminar  spent  several 


minutes  explaining  to  the  audience  of  computer  security 
heads  how  to  load  software  from  a  disk  into  a  computer.  "1 
just  sat  there  thinking,  'No  wonder  it  was  so  easy  when  we 
were  hacking,'"  he  says. 

But  not  all  computer  security  professionals  are  gray-suit 
auditor  types.  A  short,  sUghtly  balding  man  in  his  40s  with 
a  friendly,  soft-spoken  air,  Peter  Goldis  is  the  establish- 
ment's answer  to  hackers.  He  travels  around  the  world 
breaking  into  clients'  computer  systems  for  $6,000  to 
$75,000.  The  jobs  are  often  arranged  by 
Coopers  &  Lybrand,  among  others,  for 
whom  he  is  a  subcontractor.  He  car- 
ries with  him  a  loose-leaf  binder 
filled  with  short  programs  he  has 
vratten  to  bypass  the  various  securi- 
ty procedures  implemented  on  main- 
frames. One  program,  entitled  "Get  An- 
other User's  Password  in  a  Top  Secret 
Shop,"  comprises  16  surprisingly  simple 
lines,  such  as  "LA  1,PARMS,"  that  cause 
the  computer  to  spit  out  the  passwords  of 
employees  who  are  authorized  to  control 
all  the  machine's  operations.  By  entering 
\^  one  of  these  passwords,  Goldis  can 
roam  unimpeded  throughout  the  cor- 
porate cyberspace. 
Sometimes  the  job  takes  20  minutes, 
other  times  a  few  days.  Goldis  says  56  of 
his  60  penetration  tests  have  been  suc- 
cessful, and  those  that  have  failed  were 
retests  for  cHents  that  had  previously  imple- 
mented his  suggested  security  fixes.  The  ease 
with  which  he  customarily  breaks  into  systems 
often  shocks  his  cHents.  "I  was  hired  by  a  corpo- 
ration in  Austraha,  and  within  a  few  hours  I  was 
far  enough  into  their  accounting  system  to  start 
cutting  checks,"  he  recalls.  Janus'  Jim  Kates  also  per- 
fomis  penetration  testing,  as  do  most  of  the  Big  Six  firms  and 
even  IBM,  if  pushed. 

Though  mainstream  security  professionals  tend  to  dovm- 
play  penetration  testing  as  gimmicky,  they  point  out  that  be- 
cause legitimate  professionals  can  do  the  job,  there's  no  need 
to  even  consider  hiring  a  hacker.  "Why  hire  a  Chris  Goggans 
when  you  can  hire  a  Peter  Goldis?"  asks  InfoSecuiity  News' 
Alexander. 

But  it's  not  clear  that  Peter  Goldis  or  any  other  main- 
stream penetration  testers  can  really  simulate  a  serious  hack- 
er attack.  Password  cracking  is,  of  course,  where  hackers 
shine.  Murphy  says  he  has  snuck  into  executives'  offices 
after  hours  dressed  as  a  custodian  and  prowled  through 
countless  trash  cans.  Video  Vindicator  claims  he  and  other 
hackers  have  a  program  that  can  automatically  break  pass- 
words on  some  systems  within  30  minutes  by  trying  every 
word  in  the  dictionary  at  a  rate  of  10,000  words  per  second. 

Goldis  and  other  security  professionals  concede  that  hack- 
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ers  are  adept  at  breaking  through  password  security.  But  they 
claim  companies  can't  learn  much  hom  the  experience  be- 
cause some  employees  will  always  be  careless  about  keeping 
their  passwords  secret  and  there  will  always  be  ways  to 
sneak  into  buildings.  Goldis  adds  that  hackers  are  most 
skilled  at  breaching  security  on  PCs  and  Unix-based  systems, 
while  corporations'  most  vital  data  resides  on  mainframes. 

But  Murphy,  Chasin  and  other  hackers  insist  they  can 
show  companies  how  to  make  themselves  invulnerable  to 
password-prowling  hackers.  In  addition,  they  say  mainframe 
expertise  can  be  gleaned  from  readily  available  sources. 
Goldis  has  himself  picked  up  many  of  his  best  tricks  from 
software  manuals  that  companies  were  about  to  discard.  At 
any  rate,  hackers  probably  need  not  worry  about  mastering 
mainframes.  Corporations  are  moving  at  breakneck  speed 
toward  PC-  and  Unix-based  systems  in  the  form  of 
client/server  architectures,  which  may  place  professionals 
like  Goldis  and  Kates  at  a  disadvantage.  Goldis  says  he's 
studying  the  subject. 

If  hackers  do  have  an  edge,  why  don't  more  companies 
hire  them  to  provide  penetration  testing  or  other  security 
services?  Actually,  say  many  hackers,  they  do — they  just 
won't  admit  it.  Besides  being  generally  reluctant  to  discuss 
security  problems,  corporate  computer  security  managers 
recognize  that  there  is  nothing  to  gain,  and  a  lot  to  lose,  by 
admitting  that  they  hire  hackers.  Michigan  Bell  was  inun- 
dated with  negative  publicity  when  word  leaked  out  in  1989 
that  it  had  hired  hacker  John  Maxfield  as  a  security  consul- 
tant. The  company  now  can't  put  enough  distance  between 
itself  and  the  incident.  "It  was  a  poorly  conceived  idea  by 
one  of  my  ex-bosses,"  says  Craig  Granger,  current  director  of 
computer  security  for  the  phone  company.  (The  ex-boss  is 
now  an  ex-employee.  Granger  adds.)  And  when  Chasin  and 
friends  formed  Comsec  (which  closed  its  doors  last  year). 


The  Pros  and  Cons  of  Hiring  Hackers 


Computerworld,  a  trade  publication,  quoted  Norman  Sutton, 
a  computer  manager  at  high-tech  manufacturer  Leemah  Dat- 
acom,  as  liking  the  idea  of  learning  from  hackers.  Now  Sut- 
ton refuses  to  discuss  the  issue,  except  to  state  that  he  never 
employed  Comsec  or  any  other  hackers. 

In  any  ease,  companies  may  be  hiring  hackers  without  re- 
alizing it.  "I'm  not  sure  I  would  present  my  credentials  as  a 
hacker  if  I  were  applying  for  a  job,"  says  Video  Vindicator. 
Scott  Chasin  didn't;  his  boss  at 
Amoco  found  out  his 
promising  young  hiree 
was  a  nationally  known 
hacker  only  when  he 
saw  Chasin  on  NBC's 
"Dateline"  breaking  into 
the  network's  computers 
According  to  Chasin,  his 
boss  was  "tickled."  Com- 
puter security  managers 
at  Exxon  might  wonder 
exactly  which  possibili- 
ties were  tickling  him. 


PROS 

•  Hackers  will  usually  know  the  latest  tricks 
other  hackers  are  using  to  break  into  systems 
and  thus  will  be  able  to  suggest  ways  to  foil 
them. 

•  Hackers  may  be  able  to  pick  up  advance  no- 
tice of  hacker  attacks  via  underground  con- 
tacts or  hacker  bulletin  boards. 

•  Unlike  conventional  computer  security  profes- 
sionals, hackers  are  particularly  adept  at 
dealing  with  PCs  and  Unix-based  servers, 
which  are  increasingly  where  the  action  is. 

•  Hackers  can  provide  penetration  tests  as  real- 
istic as  clients  are  likely  to  wont. 

•  Top-notch  hackers  can  offer  complete  security 
evoluations — including  remedies — for  a  frac- 
tion of  the  cost  of  a  Big  Six  accounting  firm. 


CONS 

•  Reformed  hackers  may  not  be  completely  reformed.  Whether  from  habit  or  para- 
noia, they  could  be  tempted  to  leave  "backdoors"  in  your  systems  that  would 
allow  them  to  break  in  at  a  later  date.  Consequently,  if  your  relationship  sours  or 
they  grow  weary  of  being  corporate  players,  your  systems  are  sitting  ducks.  Alter- 
natively, hired  hackers  may  offer  information  about  your  systems  to  their  cohorts 
in  exchange  for  other  information. 

•  Hackers  don't  like  to  turn  in  other  hackers.  A  hired  hacker  might  help  prevent  a 
hacker  attock  but  leave  the  attacker  free  to  try  again. 

•  Hackers  usually  don't  have  enough  assets  to  make  lawsuits  worthwhile,  nor  is  it 
likely  they  will  be  insured  or  bonded.  Thus,  companies  shafted  by  hired  hackers 
are  left  little  recourse  for  compensation. 

•  Most  hackers  don't  know  how  to  fit  into  the  corporate  scene.  They  may  offend 
managers  and  other  employees  with  arrogant  and  juvenile  attitudes.  And  they 
might  take  it  upon  themselves  to  perform  various  octs  of  simulated  theft  or  sabo- 
tage, ostensibly  to  raise  awareness  but  needlessly  inconveniencing  and  even 
frightening  people  in  the  process. 
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Ifyoujustknewwhenopportunity 

was  going  to  knock,you  could pre^ 

pare  for  it.  Put  out  a  memo.  Clean  up 
^the  Conference  room.  Order  some 

bagels.  But  these  days  opportunity 
rings,  buzzes,  beeps,  connects 
transmits,relays,computesandmove 
at  the  speed  of  light.  OccaswnaUy  It 
might  even  show  up  in  person.You 
have  to  be  the  first  to  spot  It 

At  Sprint,  we  know  what  that  s 


aU about.  After alLwehavent missed 
abeat  since  open  season  was  declared 

on  the  communications  industry 
Zckinm2.^^^^odayweyetl^eonly 
communications  company  to  offer 
local  global  and  cellular  capability. 
mMvanced  high-speed  Ma  trans- 
rnission.Globalvideoconferencing. 
Andofcourse,ourtrademarkvoice 
clarity  to  over  290  countries  and 

Be  there  now. 


locations  around  the  world 

But  it's  more  than  that.  Its  mov- 
ing smarter  and  faster  Anticipating 
needs.  Delivering  new  technologies 
before  anyone  else.  Because  all  you 
really  get  is  a  life-long  series  of  right 
rioJ  and  one-time-only  chances.The 
trick  is  to  be  there  for  them. 

With  Sprint,  you  don  t  have  to 
wait.  1.800-PIN-DROP 


Sprint 


This  Should  Give  Yoi 
Of  Why  We  Created  A^ 


CONNECTIVITY 
OPTIONS 


l¥l  he  image  you  see  over  there 
I  started  out  attached  to  the  im- 
X  age  you  see  over  here.  But  as  it 
made  its  way  to  the  printer,  the  com- 
puter it  was  created  on  recognized  a 
problem:  11  x  17  pages  can't  fit  on 
8/2x11  paper. 

And  so,  out  came  the 


COMPACIPAGEMA  RQJnnters 
can  he  directly  connected  into 
the  following  environments: 
NetWare,  EtherTalk,  Local - 
Talk,  IAN  Manager,  LAN  Server, 
Windows  NT,  and  TCP/IP 
(including  Sun,  HP,  SCO,  IBM. 
DEC  and  Ipd  compatible  hosts) 


electronic  scissors. 


Now,  if  you're  like  a 
lot  of  people,  you  know 
all  about  this  routine. 
And  you  know  how  it  feels  to  walk 
into  a  meeting  with  a  presentation 
that  contains  hours  of  blood,  sweat 
and  tears,  and  a  big  fat  strip  of  tape 
going  right  down  the  middle  of  it. 
Enough  said. 

COMPAQ  PAGEMARQ  Network 


Laser  printers  were  built  to  help 
put  an  end  to  all  of  that.  They  can 
print  11x17  pages  in  a  single  pass. 
They  come  with  up  to  three  paper 


travs,  which  lets  vou  switch  betw  een 
paper  sizes  without  leaving  your 
desk,  so  vou  don't  have  to  pull  one 
paper  tray  out  and  replace  it  with 
another,  onlv  to  have  vour  neighbor 


•Tlui  itrvicr.  prDriJcd  bv  Contnrt  Scnicc  Pttwidrn.  i»  iprofii  lo  tunlw  vt  pnxJucu  uvl  mji  noi  br  jtiiLblr  m  (crtjin  gn<eT*phu  IfutitKit.  Coniult  ihr  C'^pjtf  Lu>(<>nv-r 
Support  Ccnirr  for  furihrrdfiaiU  C  1 99 1  Compaq  Computer  Corfvirat.on  \ll  Righti  Rcwrtrd  COMMQ  Rcguinrd  U  S  Pilcni  wkI  Trjdrmirk  Offitr  PACE.MARQ 
^ntl  CompiqCirc  *rc  tradcinwtiS  of  Compaq  Campuicr  Corporalton  i*roihii:l  rufni,'*  mrnnonc:^  hrrcin  nut  br  inAanukt  utd/ or  rrptirrrd  iradnnvlu  nf  d(«ir  rrspcctiir 


Bold,  PAGEMARQ  Printers  offer 
two  ways  to  expand  your  type  library, 
eliminating  the  need  to  continually 
download  from  your  computer.  You 
can  add  1-  and  2-MB  Programmable 


I  A  Pretty  Good  Idea 
^  11 X  17  Laser  Printer. 

repeat  the  process  two  minutes  later.       Font  Modules,  or  you  can  add  an  in- 
They  hold  up  to  1,500  sheets  of  pa-       ternal  60-MB  Hard  Drive, 
per.  And  for  people  whose  design  All  of  which  print  with  razor-sharp 

ambitions  extend  beyond  Helvetica      clarity  thanks  to  the  800  x  400  dpi- 

high-resolution  mode. 

Of  course,  both  the  COMPAQ 
PAGEMARQ  Laser  Printers  are  ftdly 
backed  by  CompaqCare,  our  exten- 
sive service  and  support  program. 
Which  includes  a  one-year,  on-site* 
limited  warranty  as  well  as  unlimited 
toll-free  telephone  support.  All  at  no 
additional  charge  whatsoever. 

If  you're  interested  in  learning 
more,  just  call  us  at  1  -  800-  345  - 1 5 1 8 
in  either  the  U.S.  or  Canada. 

We'U  show  you  how  to  keep  big 
ideas  in  one  piece.  At  least  until  your 

client  sees  them.  COMPAa 


A  typographer's  dream,  these 
pr.nters  can  store  1,S00  fonts. 
Of  course,  not  all  of  us  dream 
about  type.  In  which  case,  the 
35  fonts  chat  come  standard 
are  more  than  adeijaate. 


Send  FaH , 


Add  an  Internal  hAX  Modem 
and  you  can  turn  your  PC  into 
a  personal  fax  machine.  One 
that  will  send  and  receive  true 
Adobe  PostScript  quality  faxes 
in  any  size  up  to  II  x  17. 


twwpMbe*  Adtibr  U  a  rp^tiuted  tndemjrk  ol  Adobe  SyHrmt.  Inc  PutlSmpi  t*  k  (r*dcim/k  uf  AJotir  SjMnn*.  hw  .  whtt h  ituy  h<  fetmcrtd  tn  crrum  |uriMli(tKin*  NnWa/c 
I*  »  rrpitcrcd  t7Ml«mjrk  of  Noiril,  ti>c  Wmdo*.!  f*T  tfid  IAN  Mtrupt  trt  rfjiMftrd  trvlemukt  iiJ  Mtfrmolt  Cofponnnn  1,AN  Sertcr  It  i  rrguii-rnl  tr^drmark  (if  Inirf 
RiOiMu]  BofiRCM  Mtctunr*  Corporaunn 


NORTH  ay)OUKACO(llDAN$VfER 


When  MCI  put  out  the  call  for  locations 
for  its  new  $20  million  National  Network 
Management  Headquarters,  it  called  for  a  lot. 
Quality  of  life.  Skilled  workers.  Local  training 
programs  and  facilities.  A  strategic  location  on 
the  East  Coast.  And  a  proven  track  record  of 
flexibility  with  high-tech  businesses  that  would 
help  MCI  successRiUy  answer  the  call  of  the 
future  in  one  of  the  world's  hottest  growth 
industries. 

It  was  a  tough  call  to  make.  But  in  the  end, 
only  North  Carolina  had  the  answers.  Like  the 
nation's  lowest  construction  costs.  The  South- 
east's largest  manufacturing  labor  pool.  And  the 


#1  U.S.  Metropolitan  area  for  R&D  facilities. 
Not  to  mention  some  of  the  best  beaches, 
mountains  and  golf  in  the  country. 

If  you're  looking  for  the  right  place  to 
connect  your  business  to  the  future,  we've  got 
a  direct  line  in  North  Carolina.  Call  David 
W.  Sheehan,  Client  Services,  State  of  North 
Carolina  at  (919)  733-4977,  Fax  (919)  733-9265. 


Jj  NORTH  CAROLINA 
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Quick  Studies 


By  David  Strom 


PC  Faxing-5houId  You? 

)tand-alone  PC  faxesl  Network  server  faxesl  While  the  concept  of  computer-based 
axing  sounds  impressive,  even  ideal,  the  reality  is  still  fraught  with  yet  unsolved 
lassies  that  may  be  more  than  you  bargained  for. 


SHOPPING  LIST  The  products  are  plenty  and  getting  better  each  year. 
But  first,  set  your  sights  on  those  applications  that  work  best  for  your  needs. 


Do  PEOPLE  ON  your  staff  complain 
bout  how  long  they  have  to  wait  in 
ront  of  the  fax  machine  to  send  docu- 
nents  printed  out  from  their  PCs?  Do 
ou  often  need  to  fax  the  same  docu- 
nent  to  multiple  recipients?  Are  you 
lothered  that  people  leave  confidential 


papers  near  the  fax  machine  until 
someone  else's  eight-page  proposal  has 
worked  its  way  through?  If  the  answer 
to  all  these  questions  is  "yes,"  and  you 
have  a  thoroughly  modern  desire  to 
leverage  your  technology  investment 
with  another  application  ripe  for  the 


networking  trend,  the  time  must  be 
right  to  make  the  leap  to  computer- 
based  faxing.  On  the  other  hand, 
maybe  you'd  better  read  on. 

Computer-based  faxing  sounds  good 
in  theory — why  shouldn't  it? — but  in 
reaUty  the  marriage  of  fax  and  PC  tech- 
nology is  still  not  quite  consummated. 
The  problem?  When  compared  with  an 
ordinary  fax  machine,  PC  fax  products 
are  still  too  expensive,  not  as  readily 
available,  too  difficult  to  operate  and 
too  unreUable.  After  all,  you  can  pur- 
chase a  good  fax  machine  these  days 
for  less  than  $500  without  much  tech- 
nical knowledge.  You  don't  have  to  be 
a  "systems"  person  to  keep  it  running, 
either  (as  long  as  someone  remembers 
to  make  sure  it's  always  filled  with 
paper)  or  to  operate  it  (just  dial  the 
number  and  push  the  start  button). 

This  is  not  to  say  there  isn't  a  com- 
pelling business  case  for  PC  fax  tech- 
nology. There  is,  provided  you  set  your 
sights  on  those  appUcations  for  which 
it  works  best,  rather  than  trying  to  do 
everything  through  your  computer.  To 
help  you  look  for  these  applications, 
here  are  some  general  guidelines. 

First,  consider  a  strategy  where  both 
PC  fax  and  ordinary  fax  will  be  used  in 
your  office  but  for  different  tasks. 

Start  with  a  new  modem  strategy. 
As  you  replace  old,  slow,  data-only 
modems  with  newer  models,  look  at 
buying  modems  that  provide  both 
high-speed  data  rates  (at  least  14,400 
bits  per  second)  and  built-in  fax  fea- 
tures. The  incremental  cost  of  the  fax 
hardware  is  less  than  $50,  and  if  you 
shop  carefully,  many  modem  vendors 
include  some  fax  software  as  part  of 
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the  deal.  For  minimal  costs  (after  all, 
you  were  going  to  upgrade  these 
modems  anyway),  you  can  get  fax-capa- 
ble modems. 

Use  these  fax  modems  for  sending 
only.  Why?  The  moment  you  want  to 
receive  a  fax  on  your  computer,  you 
have  to  make  sure  the  PC  power  is  on 
and  the  appropriate  software  is  loaded. 
Then,  if  you  want  a  hard  copy,  you 
must  wait  for  the  computer  to  print 
out  the  image. 

Receiving  faxes  carries  another  hid- 
den cost:  the  use  of  room  on  your  disk 
drive.  "We  don't  have  excess  storage 
capacity  to  hold  faxes  while  they  are 
waiting  to  be  read,"  says  David  Willis, 
manager  of  technology  integration  for 
the  American  Red  Cross  in  Washing- 
ton, D.C.,  who  has  evaluated  many  PC- 
based  fax  products. 

Another  drawback  to  PC  faxing  is 
the  signature  problem.  Say  someone 
faxes  you  a  contract  that  you  have  to 
sign  and  fax  back.  With  an  ordinary  fax 
machine,  this  is  not  difficult,  but  with 
a  PC  fax  system  it  becomes  a  night- 
mare. First  you  have  to  figure  out  how 
to  sign  something  that  is  still  an 
image.  You  could  scan  in  your  signa- 
ture, which  requires  an  expensive  and 
quirky  scanner,  or  with  a  graphics  pro- 
gram you  could  draw  it  directly  on  the 
screen,  but  neither  method  works  as 
well  as  the  old  pen-on-paper  approach. 

WAY  TO  MARRY  ordinary  fax  and 
PC  fax  is  to  have  them  share  the  same 
phone  line.  "Plugging  your  fax  machine 
into  the  handset  jack  on  the  fax 
modem  and  setting  it  to  answer  on  the 
third  or  fourth  ring  creates  a  nice  back- 
up system  in  case  the  fax  server  fads," 
says  Tony  Croes,  an  analyst  for  Currid 
and  Co.,  Houston,  who  uses  the  Intel 
fax  server. 

Where  should  you  put  the  fax 
modem?  You  have  two  basic  choices: 
in  individual  PCs,  as  stand-alone  units, 
or  on  your  local  area  network,  as  a  "fax 
server"  (see  box  this  page). 

Finally,  consider  the  quality  of  the 
products  you  purchase.  Stick  to  large 
companies  like  Hayes,  U.S.  Robotics, 
Intel,  MultiTech  and  others  for  your 
modems.  The  money  you  save  by  buy- 
ing clones  eventually  will  be  more 


than  spent  by  the  lack  of  support  by 
fax  software  and  the  ensuing  troubles 
down  the  road.  "Hayes  and  Apple 
modems  are  the  modems  of  choice  for 
us,"  says  Bard  Williams,  coordinator 
of  technology  for  the  Gwinnett  Coun- 
ty Public  Schools  in  Lawrenceville, 
Ga.,  who  has  used  a  variety  of  DOS- 
and  Mac'based  fax  products. 

"The  quality  of  the  fax  modem  is 
the  single  biggest  factor  in  a  good  fax 
system,"  agrees  system  integrator  Han. 
"Fax  modems  do  not  talk  to  fax  ma- 


chines very  well.  My  guess  is  that 
about  five  percent  of  the  time  a  fax  ma- 
chine will  not  receive  a  fax  from  your 
particular  modem." 

There  are  six  top  apphcations  that 
work  well  with  PC  fax. 

1 Broadcast  fax  This  is  where  you 
send  the  same  document  to  multi- 
ple fax  recipients.  With  a  PC  fax 
server,  you  merely  indicate  which 
phone  numbers  (called  addresses)  you 
want  to  send  it  to,  and  the  server  does 
the  work. 


Broadcast  fax  is  a  desirable  PC-base( 
application  for  other  reasons.  You  hav 
a  record  of  which  faxes  went  througl 
and  which  didn't.  You  should  examini 
carefully  how  these  records,  or  fax  logs 
are  constructed  if  broadcast  fax  will  hi\ 
used  often. 

You  have  to  know  the  hmitationj 
of  your  product.  Some  products  can"! 
handle  hundreds  of  recipients  withoui 
lots  of  care  and  feeding.  Another  limij 
tation  is  that  most  fax  servers  suppoil 
only  a  single  client  platform,  such  aj 


Mac,  Unix,  OS/2  or  PC,  and  most  worl 
on  only  one  network  operating  system 
such  as  Novell's  NetWare.  Biscom  i 
one  exception:  Its  products  support  . 
wide  array  of  local  area  network  operat 
ing  systems  and  clients.  If  you  havi 
only  DOS  and  Windows  clients,  thei 
Alcom  is  another  choice. 

2 Shared  phone  lines  Anothe 
situation  ripe  for  PC  fax  servers  i 
when  businesses  are  highly  moti 
vated  to  share  a  fax  telephone  line.  "Ii 
a  school  setting,  we  have  a  really  tougl 


STAND-ALONE  OR  NETWORKED  FAX?  TAKE  YOUR  PICK 

The  hardest  choice  to  make  when  getting  involved  in  PC  fax  is  deciding  be- 
tween a  stand-alone  fax  modem  and  a  networked  fax  server.  The  situations 
described  below  will  help  you  determine  the  best  solution  for  your  a)mpany. 

■  The  level  of  your  network  sophistication  is  low.  If  your  network  support 
staffers  are  stretched  to  the  limit  just  keeping  your  file  and  print  servers 
going,  adding  a  fax  server  won't  be  smooth.  It  wdll  take  some  resources  to 
support  well.  Stick  to  stand-alone  products  until  employees  have  the  ba- 
sics under  control. 

■  You  can't  get  enough  data  phone  lines  for  everyone's  workstation  or  can't 
justify  the  cost  of  doing  so.  This  makes  a  compelling  case  for  networked 
fax  servers,  if  you  already  have  a  network  installed.  Don't  share  the  fax 
line  with  any  other  telephones  or  modem  devices  if  you  can  help  it.  Al- 
ways keep  the  computer  that  operates  the  fax  server  software  turned  on, 
just  as  you  do  with  your  ordinary  fax  machine.  Two  soUd  choices  are 
Alcorn's  fax  software  running  on  Gammalink  hardware  for  features,  or 
Castelle's  fax  server  for  simphcity. 

■  Your  office  has  a  wide  variety  of  chent  machines  mnning  different  operat- 
ing systems.  You  may  want  to  consider  separate  stand-alone  PC  fax  solu- 
tions for  each  user.  Pick  Delrina's  WinFax  Pro  and  Intel's  SatisFAXtion 
modems  for  Windows,  SofNet's  OS/2  fax  software  and  Intel  modems  for 
OS/2,  and  the  Hayes  or  U.S  .Robotics  fax  modems  and  STF  Technology's 
software  for  the  Mac. 
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ime  just  funding  the  incoming  voice 
ines  that  we  have,  let  alone  fax  Unes," 
I  .ays  WilUams  of  the  Gwinnett  County 
chools.  But  having  a  fax  server  on  the 
,ietwork  saves  on  the  cost  of  individual 
)hone  lines  to  each  workstation.  "Net- 
vork  fax  is  no  longer  a  frill  in  educa- 
ion.  It  is  a  necessity,"  he  explains. 

What  happens  if  you  need  more 
)hone  lines  to  handle  additional  fax 
raffic?  Gammalink  has  one  of  the 
/vddest  product  offerings  that  can  han- 
ile  multiple  phone  lines  feeding  into 
in  intemal  PC  modem  board.  "We  al- 
[vays  add  more  Unes  when  a  crisis  oc- 
:urs,"  says  the  Red  Cross'  WiUis. 

3 DOCUMENT  SECURITY  If  you  waut 
the  ultimate  in  privacy  and  docu- 
ment security,  then  purchase  a 
stand-alone  PC  fax  product  for  each 
:omputer  in  your  office  That's  not 
:heap,  of  course.  You  can  justify  it  for 
:ertain  users,  such  as  the  controller, 
<vho  sends  contracts  to  cHents,  or  oth- 
ers in  your  company  who  handle  sensi- 
ive  information. 

4 International  faxing  If  you 
send  many  faxes  overseas,  or  if 
your  overseas  branches  send  faxes 
)ack  home,  consider  using  one  of  the 


third-party  fax  service  providers,  such 
as  AT&T  or  InterFax.  These  services 
offer  low-cost  faxing  (typically  50  cents 
per  page,  anywhere  in  the  world, 
which  is  cheaper  than  the  cost  of  an 
international  phone  call  in  most  cases) 
in  conjunction  with  E-mail  systems. 
Shop  these  services  carefully.  There  are 
some  price  differences,  and  not  all  ser- 
vices charge  a  fixed  rate  per  page  as 
AT&T  does.  For  example,  MCI  Mail 
charges  more  than  $6  for  the  first  page 
and  more  than  $1  per  additional  page 
to  send  a  fax  to  China;  CompuServe 
charges  $9  for  the  first  page. 

What  if  you  just  want  to  buy  fax 
modems  for  your  international  users 
and  don't  want  to  use  a  service 
provider?  Products  from  Gammalink, 
which  has  registered  its  modems  in  a 
number  of  countries,  are  highly  rec- 
ommended. 

5 Plain-paper  distribution  If 
you  get  many  faxes  and  store 
them,  you  have  long  since  discov- 
ered that  fax  paper  is  not  the  best  long- 
term  storage  medium.  Here  is  where 
having  a  plain-paper  fax  machine 
comes  in  handy  and  where  considering 
a  PC  fax  machine  for  this  apphcation 


might  make  sense.  "Heavy  receiving 
situations  should  consider  a  plain- 
paper  fax.  When  the  fax  is  received,  it 
is  printed — end  of  story,"  says  Han. 

For  these  applications,  you  should 
consider  using  stand-alone  PC  fax  prod- 
ucts. The  cost  of  these  products  is 
close  to  that  of  most  plain-paper  fax 
machines,  depending  on  whether  you 
include  the  price  of  the  PC  and 
whether  you  share  the  laser  printer 
with  other  appUcations.  You  wiU  have 
to  wait  for  the  computer  to  prepare  the 
fax  image  and  print  it  out — but  you 
wiU  obtain  a  fax  on  plain  paper. 

6 Mixed  Messages  Say  you  want 
to  sent  a  letter  via  fax  to  one  per- 
son, via  the  U.S.  Post  Office  to 
others  and  via  your  own  intemal  LAN- 
based  E-mail  system  to  your  staff.  If 
you  encoimter  this  situation  often,  say 
once  a  week,  then  consider  adding  a 
fax  server  to  your  E-mail  system.  The 
additional  $1,000  to  $1,500  for  soft- 
ware and  the  similar  price  for  hardware 
will  be  paid  back  quickly  in  increased 
productivity. 

David  Strom  wrote  about  networking 
in  the  last  ASAP. 


STOP!  DON'T  TRASH  YOUR  OLD  PC 

...Give  it  486  power  for  $199 


Get  a  486  Power  Kit^^^  and  get  faster 
Windows  and  instant  overall  performance 
And  get  it  now. 

SPEED  UP  YOUR  25MHZ  386  BY  75% 
FOR  ONLY  $199;  YOUR  286  BY  UP  TO 
500%  FOR  ONLY  $329. 

•  Works  with  IBM,  Compaq,  Dell  or  any 
IBM  compatibles 

•  33  and  40  MHz  versions  available 

•  Clock  doubling  and  motherboards 
also  available 

EASY  TO  INSTALL. 

"It  took  longer  to  take 
the  cover  off  the  machine 
than  to  upgrade,"  says  |im 
Nardone.  All  software  appli- 
cations and  peripherals  are  fully  compatible 

YOUR  486  POWER  KIF''  INCLUDES: 

•  Texas  Instruments™  486DLC  CPU 

•  Special  cache-activating  software 

•  Easy  installation  guide 

•  Chip  removal  tool 
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BUFFALO 

800-345-2356 


ORDER  NOW  AND  GET  SPEEDKIF'' 
BY  HYPERWARE™  FREE! 

Get  even  more  speed   

with  the  disk-cache 
software  PC  WORLD 
says, "dramatically 
improves  disk-access 
operations  for  both 
Windows  and 
DOS  programs 

It's  a  $49.95  value,  FREE. 

45-DAY  MONEY-BACK  GUARANTEE. 

So  don't  trash  your  PC.  Get  a  486  Power 
Kit^*^.  Satisfaction  guaranteed  or  you 
get  a  full  refund.  We  pay  for  return 
shipping.  Toll-free  technical  support  — 
real  people:  not  voice  mail.  5-year  full 
replacement  warranty.  Call  today  at 
1-800-345-2356  or 

fax:  (503)  585-4505 
Response  Code:  93PK3 

BUFFALO  is  a  registered  trademarl*  of  Melco.  Inc.  486  Powc  KJt  is  a 
trademarit  of  Buffalo  Products.  Inc.  All  otfier  brands  and  product  names  are 
trademarks  or  registered  trademarks  of  their  respective  owners. 


Dick  Tracy 

When  PDAs  take  off— and  plenty  of  analysts  are 
betting  they  will — many  expect  that  the  rules  of 
information  systems  management  will  be  rewritten. 
'We're  going  to  have  to  learn  to  collect  and  distribute 
information  from  not  only  all  over  the  corporation 
but  all  over  the  country  and  world, "  says  one. 


A  NEW  GENERATION  of  handheld  wire- 
less communication  devices  straight 
out  of  the  adventures  of  a  cartoon  de- 
tective is  poised  to  infiltrate  corporate 
America.  Along  the  way  they  will  pre- 
sent a  new  challenge  to  IS's  efforts  to 
manage  distributed  technology. 

Personal  digital  assistants,  or  PDAs, 
fall  somewhere  between  calculators 
and  notebook  computers  on  the  com- 
puting food  chain.  Weighing  a  half- 
pound  up  to  three,  some  are  designed 
for  general  computing,  others  for  one 
task  (such  as  stock  trading  or  inventory 
pricing),  and  cost  from  $500  to  $3,000. 
Most  will  offer  keyboards  and  pen 
input  capability. 

PDA  networks  promise  to  provide 
true  communication  capabilities — any- 
time, anywhere — to  workers  who  don't 
want  to  be  forced  to  choose  between 
connectivity  and  mobility,  allowing 
them  to  hnk  into  a  wide  variety  of  ser- 
vices while  on  the  run.  A  salesperson 
in  Baltimore  could,  for  instance,  snap 
open  her  briefcase,  fire  up  a  PDA  and 
puU  dovra  a  new  product  pricing  struc- 
ture that  was  cemented  over  coffee 
that  same  morning  in  Manhattan. 

Rocked  by  cutthroat  pricing  battles 
and  shrinking  margins,  look  for  the 
captains  of  the  personal  computer  in- 
dustry— ^Apple,  IBM,  Tandy  and  Sharp — 
to  make  a  big  push  for  PDAs  during  the 
next  six  months. 

When  PDAs  take  off — and  plenty  of 
analysts  bet  they  will — many  expect 
that  the  rules  of  information  systems 
management  will  be  rewritten.  "It's 
going  to  be  a  whole  new  ball  game," 
says  Jeffrey  Henning,  a  senior  analyst  at 
BIS  Strategic  Decisions,  a  research  hrm 
in  NorweU,  Mass.  "We're  going  to  have 
to  learn  to  handle  the  distribution  and 
collection  of  information  from  not  only 
all  over  the  corporation  but  all  over  the 
country  and  world." 

According  to  BIS  researchers,  more 
than  one  milhon  PDAs  will  be  in  the 
hands  of  corporate  employees  by  1996, 
and  more  than  four  milhon  will  be  in 
use  by  the  end  of  the  decade.  And 
those  numbers  may  be  conservative. 
Boston-based  market  research  firm  The 
Yankee  Group  estimates  that  25  mil- 
lion Americans  aheady  work  outside 
their  offices.  Another  13  miUion  hold 
jobs  that  require  them  to  be  on  the 
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WIRELESS  ENABLER  The  Ericsson^ 
GE  Mobidem  AT  portable  wireless 
modem  ($775)  lets  your  laptop  and 
palmtop  send  E-mail  through  the  air. 


MORE  EVOLUTION  THAN  REVOLUTION  Sneaking  up  on  the  PDA  category  ore  two 
proven  favorites.  From  left,  the  Sharp  Wizard  9600  electronic  4)rganizer  ($649)  has  been 
beefed  up  to  512K  of  memory  and  now  sports  a  drawing  pen.  More  PC  than  PDA,  the 
Hewlett  Packard  OmniBook  300  fits  in  a  full  keyboard  at  less  than  3  pounds  ($1,950).  ; 


road  at  least  20  percent  of  the  time.  All 
are  potential  buyers  of  PDAs. 

But  beware.  Some  analysts  predict 
wireless  anarchy  will  ensue  when  PDAs 
are  added  to  the  mix  of  pen  and 
portable  machines  already  being  toted 
through  airports  and  into  boardrooms 
across  the  country.  It's  Ukely  that  PDAs 
will  not  share  similar  hardware  and 
software — much  less  be  compatible — 
with  the  tens  of  thousands  of  PCs  al- 
ready clicking  away  in  the  average 
company.  "Integrating  PDAs  is  going  to 
be  one  of  the  messier  areas  of  the  in- 
dustry," says  Wilham  Bluestein,  a  se- 
nior analyst  at  Forrester  Research  of 
Cambridge,  Mass. 

Wireless  on  the  amex  Floor 

Which  is  why,  say  users  who  hold 
out  high  hopes  for  PDAs,  it's  not  too 
early  to  draw  up  blueprints  for  bringing 
the  tiny  machines  into  your  organiza- 
tion— quickly,  cleanly  and  with  a  mini- 
mum of  hair  loss. 

Stephen  R.  Schoenfeld,  managing  di- 
rector of  Lehman  Bros,  in  New  York 
City,  says  he  is  already  testing  a  PDA 
pilot  project  on  the  AMEX  trading  floor. 
A  wireless  system  could  replace  the 
complicated  series  of  phone  calls  and 
paper  shuffling  currently  required  to 
execute  trades  by  instantly  eUminating 
the  middle  step  in  the  process.  Instead 
of  scrawling  a  buy  order  on  a  piece  of 
paper  and  waiting  for  the  information 
to  be  entered  into  the  computer, 
traders  could  write  the  order  onto  their 
PDA  screen  using  a  pen-based  system, 


wait  a  few  seconds  for  the  purchase  to 
be  electronically  acknowledged  and 
then — in  a  matter  of  seconds — move 
on  to  their  next  trades.  Transaction 
times  could  be  chopped  from  about  90 
seconds — "a  lifetime  in  our  business," 
according  to  Schoenfeld — to  about  five. 

If  widely  used  on  the  exchange 
floor,  PDAs  could  cause  the  daily  trad- 
ing volume  to  double  from  its  current 


250  miUion  shares,  Schoenfeld  says. 

Bluestein  claims  that  the  ripple 
caused  by  PDAs  will  spawn  a  new  spe- 
cialization among  IS  managers — field 
MIS — focusing  on  the  hardware,  soft- 
ware and  apphcations  development  ne- 
cessitated by  the  new  designs. 

The  heaviest  burden  will  fall  on  net- 
work administrators — the  folks  who 
will  ultimately  build  (and  keep  up  and 


To  OPERATE  SUCCESSFULLY,  a  global  wirclcss  network  must  employ  a  wide-rang- 
ing communications  infrastructure.  The  most  commonly  mentioned  long-dis- 
tance broadcast  media  are  packet  radio  and  cellular  commimications,  which 
rely  on  base  stations  to  receive  and  transmit  signals.  Coverage,  however,  can 
vary  widely,  and  neither  is  particularly  inexpensive — yet. 

In  addition  to  the  handful  of  public  cellular  networks,  two  privately 
owned  mobile  data  networks — Ardis  and  Ram  Mobile  Data  Network — com- 
pete for  your  wireless  business.  A  partnership  of  IBM  and  Motorola,  the  pack- 
et radio  network  Ardis  has  been  around  for  a  decade  and  currently  operates 
in  more  than  400  major  metropolitan  areas  through  over  1,300  radio  base  sta- 
tions. Plans  for  the  next  five  years  call  for  900  additional  base  stations.  Ardis' 
main  competitor,  Ram  Mobile  Data,  is  a  joint  venture  founded  by  BellSouth 
Enterprises  and  Ram^  Broadcasting.  Although  established  only  in  1991,  it  has 
made  remarkable  progress  with  links  in  the  100  largest  metropoHtan  areas.  It 
has  more  than  890  base  stations. 

The  companies'  market  strategies  reflect  a  major  difference  in  customer 
focus.  Having  long  supported  such  field-service  workers  as  repair  technicians 
and  package  deliverers,  Ardis  is  now  taking  aim  at  such  white-collar  workers 
as  insurance  claims  adjusters  and  salespeople.  However,  the  company's  main 
focus  is  still  on  developing  custom  devices  that  link  field  workers  to  their 
headquarters. 

Ram  Mobile,  meanwhile,  is  targeting  the  upscale  mobile  professional, 
hoping  to  tap  the  existing  base  of  office  workers  who  receive  and  send  elec- 
tronic mail  from  their  desktop  computers  and  the  millions  of  workers  who 
carry  pagers. 
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—  Quick  Studies 


IS  THE  PEN  MIGHTIER  THAN  THE  KEYBOARD?  One  class  of  PDAs  use  a  stylus  for  data  entry.  From  left,  the  Apple  Newton 
MessagePad  is  best  at  memos,  calendars  and  address  books.  It  weighs  a  pound,  runs  on  4  AAA  batteries  and  starts  at  S699  for  the  base 
model.  The  AT&T  EO  Personal  Communicator  combines  the  full  power  of  cellular  phones,  fax  machines  and  personal  computers.  Price 
begins  at  $1,990.  The  Tandy  Z-PDA  is  an  organizer,  calculator  and  communicator  rolled  into  one.  Available  in  October  at  $699. 


running)  the  PDA- to- mainframe  links. 
"Excellent  communications  wUl  be  the 
key,"  says  Peter  Wild,  EDP  audit  man- 
ager for  specialty  retailer  Melville  Corp. 
of  Rye,  N.Y.  And  a  critical  component 
of  this  will  be  providing  mobile  users 
with  access  to  the  same  spreadsheets 
and  accounting  apphcations  they  use  at 
their  ofhces. 

Companies  wiU  buy  wide  area  ser- 
vices to  support  the  PDAs  and  to  con- 
nect them  to  PCs  and  mainframes 
stretched  across  sprawling  geographic 
areas,  Bluestein  says.  The  role  of  the 
networking  group  will  change  from 
that  of  a  private  network  builder  to  a 
manager  of  these  broad-based  commu- 
nications services. 

Then  there's  the  sipping  from  a  fire- 
hose problem.  "We're  in  danger  of 
drowning  our  users  with  data,"  says 


Dennis  Waliczek,  who,  as  vice-presi- 
dent of  information  systems  at  Des 
Plaines,  Ill.-based  Dry  Storage  Corp.,  is 
outfitting  200  trucks  with  Telxon 
Corp.  handheld  wireless  machines. 

One  solution:  Keep  on-screen  infor- 
mation to  a  minimum  but  allow  users 
to  "drill  down"  to  more  information. 
Example:  Waliczek's  truckers  can  caU 
up  a  screen  that  tells  them  whether  a 
shipment  has  been  deHvered.  With  a 
few  cUcks  on  their  keyboards,  they  can 
then  determine  the  location  of  each 
shipment,  whether  a  truck  contains 
TVs  or  toasters  and  whether  a  ship- 
ment was  dehvered  on  time. 

Another  problem  associated  with 
PDAs  is  the  cost  of  cellular  connec- 
tions. "When  you're  designing  your 
system,  pretend  you're  going  to  pay 
$1,000  every  time  a  message  goes 


through,"  WaHczek  says.  "If  they  need 
to  send  a  long  message,  tell  them  to 
pick  up  a  phone." 

As  the  amount  of  data  being  trans- 
mitted over  the  airwaves  grows,  so  do 
security  concerns.  "It's  too  early  to  tell 
if  an  outsider  could  pick  off  data,"  says 
Brian  Redler,  director  of  security  and 
operations  at  National  Securities  Clear- 
ing Corp.  in  New  York  City.  "Security 
is  going  to  be  absolutely  critical." 

Ultimately,  security  awareness 
must  be  emphasized  at  the  user  level. 
"We're  distributing  the  resources,  and 
we're  also  distributing  the  responsibiU- 
ty,"  says  Fritz  Wagner,  manager  of  cor- 
porate electronic  information  security 
at  DuPont  Co.,  Wdmington,  Del.  "The 
IS  guys  can't  do  it  all.  Users  need  to 
take  control  of  their  own  environ- 
ment." The  answer?  Keep  your  PDA 


TRIO  OF  BLUE  COLLAR  SPECIALISTS  Less  glamorous  workhorses  of  the  PDA  world  include,  from  left,  the  Granite  Videopad  for  mo- 
bile service  workers.  It  features  a  touch  screen,  communicates  by  spread-spectrum  radio  and  costs  $2,778.  The  Symbol  LRT  3800  scans 
bar  codes  and  captures  data  using  a  16-bit  DOS  computer.  It  also  communicates  by  radio  frequencies  and  sells  for  $3,220.  The  Grid 
PalmPod,  at  2.8  pounds,  can  be  strapped  to  the  wr«t  for  mobile  use.  It  sells  for  $2,495. 
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locked  up  and  use  one  of  the  dozens  of 
inexpensive  security  applications  on 
the  market  to  encrypt  your  data. 

order-Entry  Software  Needed 

In  the  age  of  the  PDA,  IS  depart- 
ments will  write  fewer  apphcations  for 
functions  like  payroll  and  accounting, 
focusing  instead  on  such  areas  as  order 
entry  and  on-line  product  infomiation. 

And  don't  think  you  can  rely  on 
store-bought  software.  "To  make  any 
project  click,  you  have  to  roll  up  your 
sleeves  and  write  the  apps  yourself," 
says  Jim  Rycek,  an  electronics  engineer 
at  Lav«rence  Livermore  Laboratory  who 
uses  an  AT&T  EO  440  to  quickly  collect 
and  inspect  information  on  hazardous 
waste  disposal  at  the  lab's  sprawling 
site  in  northem  California. 

Equipped  with  PDAs,  salespeople 
will  need  software  that  contains  cus- 
tomer names,  product  information, 
contracts — even  a  receptor  that  re- 
ceives price  changes  on  the  fly.  IS  will 
have  to  act  as  an  electronic  pubhsher 
staffed  by  employees  with  expertise  in 
multimedia  programming  and  CD-ROM 
technologies. 

Even  with  the  challenges  they  pre- 
sent, PDAs  remain  an  exciting  prospect 
for  many  users.  Richard  Lester,  vice- 
president  of  information  services  at  As- 
sociated Grocers  in  Seattle,  hopes  to 
outfit  grocery  clerks  with  PDAs  like 
Apple's  Newton  to  help  them  stay  cur- 
rent on  the  tens  of  thousands  of  items 
typically  sold  at  supermarkets. 

To  meet  the  challenge  of  stocking 
350  grocery  stores  in  Washington,  Ore- 
gon, Alaska  and  Hawaii  each  day,  the 
folks  at  Associated  Grocers  now  team 
up  with  suppliers  to  estimate  how 
much  soap  powder  will  be  sold  in  a 
week.  Daily  sales  figures  can  take  days 
to  make  their  way  back  to  product 
warehouses.  With  PDA-equipped  stock- 
ers  patrolling  the  aisles,  a  soup  that 
sells  out  on  a  chilly  Thursday  evening 
can  be  replenished  on  Friday  morning. 
"Just-in-time  inventory  would  no 
longer  be  something  we  dream  about 
but  something  we  employ  every  day," 
Lester  says.  "PDAs  will  change  the  way 
we  do  business."  (g) 

fames  Daly  is  a  senior  editor  at  Com- 
puterworld. 
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How  CONRAIL  Tracks  60,000  Cars 


How  DO  YOU  MISPLACE  a  ton  of  wheat?  Try  picking  your  way  through  more 
than  60,000  railroad  freight  cars  sprawled  across  14  states  and  Canada,  and  you 
suddenly  realize  it's  not  very  difficult. 

Jerry  Conway  ought  to  know.  As  a  project  manager  at  Consolidated  Rail 
Corp.  (Conrail),  he  manages  the  data  processing  systems  used  to  help  coordi- 
nate the  pickup  and  deHvery  of  four  milhon  carloads  of  eveiything  from  toma- 
to paste  to  iron  ore.  Although  Conrail  has  never  lost  a  rail  car  of  wheat,  Con- 
way admits  that  "in  a  rail  system  our  size,  it's  not  always  easy  keeping  an  ac- 
count of  what  is  where." 

But  such  an  account — one  that  contains  timely,  accurate  information  from 
the  field — is  exactly  what  the  $3.35  billion  Conrail  needs  to  outpace  the  com- 
petitors: truckers.  Accounting  needs  to  be  closely  linked  to  customer  pickup 
and  delivery  needs,  and  to  reflect  an  airtight  grasp  of  shipments'  whereabouts. 

To  get  a  handle,  Conrail  is  creating  an  extensive  network  of  handheld  Grid- 
pad  machines  from  Grid  Systems  Corp.,  Westlake,  Tex.  (Grid  was  acquired  by 
AST  Research  in  July.)  When  the  $3  milhon-plus  project  is  completed  later  this 
year,  more  than  400  PDAs  will  forge  a  tight  commimications  link  between  the 
mining  company  that  wants  to  move  two  tons  of  iron  ore  today  and  the  Con- 
rail engineer  who  will  haul  it  away  this  afternoon. 

Before  the  system  was  launched  in  July  1992,  customers  called  in  their  pick- 
up orders  to  Conrail's  national  Customer  Service  Center  in  Pittsburgh.  There  it 
was  manually  entered  into  the  mainframe  system  and  forwarded  to  the  appro- 
priate rail  yard,  which  took  several  hours.  Prior  to  a  train's  departure,  all  pick- 
up instructions  would  be  faxed  to  its  conductor.  Once  on  its  way,  however,  the 
train  was  out  of  touch  with  the  Customer  Service  Center.  Impromptu  pickups 
were  impossible. 

With  the  pen-based  Gridpad,  however,  train  conductors  can  exchange  E-mail 
with  the  Customer  Service  Center.  Using  a  combination  of  home-grown  soft- 
ware and  off-the-shelf  forms  from  Cone  Software,  BoothMyn,  Pa.,  completed 
work  orders  are  now  transmitted  via  radio  modem  to  the  nearest  Ram  Mobile 
Data  tower.  From  there  it  goes  to  a  VAX  minicomputer  in  Philadelphia,  then  to 
the  Customer  Service  Center's  IBM  3090  mainframe.  Messages  are  sent  to  con- 
firm deHvery.  Information  also  travels  from  the  mainframe  to  the  conductor's 
Gridpad  to  speed  up  work  orders  and  shipments. 

From  sit-and-wait  to  catch-and-throw  Conway  says  the  biggest  hurdle 
was  getting  used  to  the  setup's  interactive  nature.  "Suddenly,  we're  involved  in 
a  game  of  catch-and-throw  instead  of  sit-and-wait,"  he  says.  For  example,  con- 
ductors must  check  work  order  status  reports  more  often  to  remain  in  sync 
with  the  frequently  updated  pickup  and  dehvery  schedules. 

The  interactive  technology  has  already  become  a  critical  part  of  the  organi- 
zation. "We  check  the  heartbeat  of  the  system  every  few  seconds,"  Conway 
says.  "We've  added  some  bells  and  whistles  so  that  in  case  anything  is  out  of 
order,  we  know  about  it  in  an  instant."  If  a  disruption  occurs  (it  hasn't  hap- 
pened yet)  the  old  pen-and-fax  system  is  revived,  and  with  it  the  groans  of  con- 
ductors spoiled  by  the  new  system. 

The  Gridpad  project  is  just  one  of  several  initiatives  underway  at  Conrail  to 
provide  shippers  with  better  logistics  information.  The  entire  industry,  for  ex- 
ample, is  in  the  process  of  equipping  all  rail  cars  with  Automatic  Equipment 
Identification  devices  that  employ  a  scanning  system  to  capture  car  and  cargo 
location  information  to  transmit  to  the  raihoad's  mainframe. 

Conrail  network  planners  are  also  positioning  the  company  to  handle  the 
anticipated  explosion  in  data  traffic  expected  from  its  new  data-gathering  gad- 
getry.  The  company's  network  is  being  redesigned  to  make  extensive  use  of 
wireless  technologies,  and  its  new  multimilhon-dollar  data  center  in  Philadel- 
phia houses  mainframe  and  communications  equipment  consolidated  from 
two  centers. 

The  souped-up  network  and  data  architecture  will  become  a  single  point  of 
contact  for  customers  whose  shipments  may  traverse  other  railroads  and  trans- 
portation systems.  And  they  should  speed  Conrail  into  the  next  century. 


At  J.D.  Edwards,  we  believ 
depth  and  endurance  ta 


With  the  explosive  growth 
of  the  open  systems 
movement  in  recent  years, 
software  manufacturers 
everywhere  are  frantically 
racing  to  get  their 
products  to  the  market. 
Unfortunately,  this  kind 


of  hurried  development 
is  not  the  best  way  to 
create  products  with  the 
depth  and  longevity 
necessary  to  make  them 
good  investments. 

At  J.D.  Edwards, 
we're  taking  the  time  to 
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product  of  true 
i  time  to  create. 


J  eate  open  systems  soft- 
are  with  the  features 
id  flexibility  to  meet 
>ur  needs  initially  and 
ell  down  the  road.  With 
client  list  consisting  of 
»me  of  the  largest  and 
est  successful  corpora- 


tions worldwide,  we're 
firmly  established  as  a 
leader  in  business  solu- 
tions. From  financial 
management  and  manu- 
facturing to  distribution 
and  construction.  From 
public  services  to  human 


resources  management. 
Now  we're  bringing  the 
same  level  of  quality  and 
reliability  for  which  we're 
known  into  open  systems 
software. 

Naturally,  our 
approach  to  developing 
software  takes  more  time. 
But  you  can  be  sure  that 
when  we  say  it's  ready, 
it's  ready.  So  if  your 
company  is  one  that 
values  long-term  invest- 
ment over  high-risk 
technology,  take  a  look  at 
J.D.  Edwards.  For  more 
information,  call  us  today 
at  1-800-727-5333.  And 
discover  just  how  specta- 
cular the  outlook  for 
open  systems  software 
can  be. 
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[ULTINATIONAL         BUSINESS  SOFTWARE 


Aggressive  upstarts  like  Cabletron  are  riding  the  computer 
networking  boom  to  new  heights.  But  the  brash  Bob  Levine  (left) 
and  Craig  Benson  are  doing  more  than  that.  They  are  saving 
the  venerable  Boston  technology  community  from  itself. 


The  calls  from  corporate  headhunters 
began  in  twos  and  threes.  Within  a 
week,  in  late  spring  1992,  recruiters 
had  made  contact  with  more  than  25 
top  salespeople  at  Cabletron 
Systems  Inc.,  the 
high-flying 


Rochester, 
N.H. -based  computer 
networking  company.  Word  spread 
quickly  around  Cabletron  that  a  person- 
nel raid  was  under  way. 

With  each  telling,  the  offers  and 
perks  seemed  to  grow  more  fabulous:  a 
guaranteed  20-percent  increase  in  base 
salary  and  generous  incentives,  plus  a 
two-year  no-cut  contract,  was  typical. 
But  what  really  stunned  Craig  Benson, 
Cabletron's  37-year-old  chairman,  and  S. 
Robert  Levine,  the  34-year-old  CEO,  was 
their  discovery  of  the  seducer's  identi- 
ty— none  other  than  Digital  Equipment 
Corp.,  the  Boston  area's  biggest  and 
most  venerable  computermaker. 

In  most  respects,  DEC's  raid  on  the 
young  company  seemed  to  make  no 
sense  at  ah.  By  mid- 1992,  DEC,  with 
113,800  employees,  $13.9  billion  a  year 
in  sales  and  very  big  troubles,  was  in 
anytliing  but  a  hiring  mode.  The  com- 
pany that  had  invented  the  minicom- 
puter in  1963  and  cracked  IBM's  main- 
frame hegemony,  had  just  announced  a 


staggering  $2.8  bilhon  loss.  Layoffs  of 
up  to  20,000  were  being  proposed.  Ca- 
bletron's Benson  was  surprised,  most  of 
all,  that  "DEC  couldn't 
find  40  or  50  to  retrain  for 
sales." 

Yet  in  the  brave  new 
technological  world, 
the  raid  made  perfect 
sense.  The  vertical 
disintegration  of  the 
computer  marketplace  in  the 
early  1990s  had  upended  the  do-it-all- 
for-everyone  corporate  philosophies  that 
had  enriched  companies  like  IBM  and 
DEC.  In  their  place,  wild  cards  like  Ca- 
bletron were  ascendant. 

Founded  in  1983,  Cabletron  is  one  of 
the  fastest-growing  companies  in  Amer- 
ica, with  annual  sales  that  increased 
from  $104  milhon  in  fiscal  1990  to  $418 
milhon  in  1993.  It  has  the  lean  ferocity 
of  an  early  1980s,  garage-bom  business. 
And  why  not?  It  had,  in  fact,  been  start- 
ed in  the  two-car  garage  of  Bob  Levine's 
suburban  home  when  he  was  a  25-year- 
old  salesman  for  his  father's  cable  man- 
ufacturing company  in  Auburn,  Mass. 
Typically,  cable  was  sold  in  10,000-foot 
lengths.  One  afternoon,  a  customer 
named  Craig  Benson,  a  28-year-old 
salesman  for  Interlan,  New  England's 
first  independent  networking  compa- 
ny, needed  1,000  feet  of  cable  for 
one  of  his  company's  network  in- 
stallations. Normal  delivery 
time  for  cable  was  six  to  eight 
months.  Benson  needed  it  in 
48  hours.  No  problem,  Levine 


told  him,  only  you  have  to  help  me  sell 
the  other  9,000  feet.  Benson  did,  and  it 
was  the  beginning  of  a  beautiful  and 
prohtable  friendship. 

Levine  and  Benson  rode  the  cresting 
PC  connectivity/networking  wave  of 
the  1980s,  transforming  Cabletron  from 
a  cable  seller  into  a  highly  profitable 
producer  of  local  and  wide  area  net- 
work hardware  and  software.  In  1985, 
tiring  of  the  Commonwealth  of  Massa- 
chusetts' famously  high  taxes,  Benson 
and  Levine  pulled  up  stakes  and  moved 
70  miles  north  to  more-appreciative — 
and  lower-taxed — New  Hampshire. 

By  1992,  Cabletron  had  grown  into  a 
1,600-employee  company  producing  and 
selling  a  wide  array  of  "smart"  network- 
ing products:  hubs,  bridges,  cables, 
routers  and  other  requisites  of  connected 
PCs.  Investors  so  Hked  the  company  that 
they  bid  up  Cabletron's  value  into  mul- 
tiples reserved  for  highfliers  like  Mi- 
crosoft and  Novell.  In  January  1992, 
President  George  Bush,  his  New  Hamp- 
shire primary  campaign  mired  in  deep 
drifts,  paid  a  visit  to  Cabletron's  indus- 
trial park  headquarters  where  he  shook 
hands,  traded  quips  with  Benson  and 


THE  OLD  GUARD  Ken  Olsen,  an  MIT  engineer,  founded  Digital  Equipment  Corp. 
1957  and  guided  it  to  $13.9  billion  in  sales  by  1992,  when  he  stepped  down. 


  Technology  Islands 


Levine,  and  even  took  customer  calls. 

Despite  acclaim,  a  net  income  that 
reached  $58  milhon  in  1992  and  a  mar- 
ket value  of  $2.5  billion,  Cabletron  had 
no  intention  of  getting  fat.  There  were 
no  VPs,  for  instance.  "I  rip  up  organiza- 
tion charts,"  laughs  Benson.  When  on 
the  road,  the  staff,  including  the  two 
founders,  slept  in  Days  Inns  and  Motel 
6s.  Though  their  personal  worths  ex- 
ceeded $400  million,  Benson  and 
Levine  drew  paltry  $l,000-a-week 
salaries. 

They  were  death  on  perks.  Tiny  of- 
fices, used  chairs  and  battered  metal 
desks  were  the 
rule.  Office  di- 


viders were  purchased  at  10  cents  on 
the  dollar  from  a  closed  Data  General 
plant.  Bookshelves  and  worktables 
were  fashioned  out  of  scrap  two-by- 
fours  during  slow  hours  in  Cabletron's 
wood  shop.  When  President  Bush's 
team  arrived  to  make  arrangements, 
Cabletron  employees  were  sent  scurry- 
ing to  find  extra  chairs. 

In  the  face  of  the  DEC  raid,  the 
founders  reacted,  as  is  the  way  at  Ca- 
bletron, with  attitude.  Levine,  who 
once  owned  a  British  military  tank  and 
is  notable  for  oversized  biceps,  over- 
sized opinions  and  a  frat-boy  sense  of 
corporate  motivation,  waxed  profane 
about  dec's  apparent  hypocrisy  in  try- 


A  Palmer  Reader 

Robert  Palmer,  the  new  choirman  of  Digital  Equipment  Corp.,  has 
the  task  of  reviving  the  Boston  area's  v^ounded  giant.  So  far,  so 
good — the  bleeding  has  been  stanched — but  big  challenges  lie 
ahead.  Palmer  spoke  to  ASAP  about  the  future. 

ASAP:  What  do  you  have  to  do  to  turn  things  around? 
Palmer:  We  need  to  change  our  fundamentals,  the  way  we  license 
our  technology,  and  bring  in  new  partners.  We  have  to  look  at 
shorter  production  cycles  and  at  all  of  our  internal  activities  to  see 
if  they  can  sustain  profitability.  Technology  for  technology's  sake  is  no  longer  viable. 
ASAP:  So  DEC  has  become  more  customer-oriented? 

palmer:  To  remain  a  leading  technology  company,  we  need  to  listen  to  the  customer.  To  im- 
prove, we  need  to  be  organized  around  sales  so  that  customer  input  goes  directly  into  engi- 
neering. Everything  we  look  at  now  starts  with  a  rhetorical  question:  How  will  it  help  us  be 
better  with  our  customer? 

ASAP:  How  important  is  the  Alpha  chip  in  relation  to  the  new  strategy? 
palmer:  Alpha  has  the  same  significance  to  the  company  as  VAX  did  1 5  years  ago.  It  gives  us 
absolute  technological  superiority,  because  it  is  the  first  implementation  of  a  full  64-bit  archi- 
tecture with  a  neutral  operating  system.  It's  great  to  be  out  in  front,  but  Alpha  won't  return 
Digital  to  growth;  there  are  a  lot  of  other  things. 
ASAP:  Like  0  different  management  philosophy? 

Palmer:  Yes.  Because  no  company  can  do  everything,  you  have  to  develop  strategic  alliances. 
We're  doing  it  with  Mitsubishi  to  develop  a  secondary  manufacturing  capability  and  with  Mi- 
crosoft to  allow  Windows  NT  to  run  on  Alpha.  It's  fundamentally  a  different  philosophical  style, 
although  we're  trying  not  to  stray  from  the  company's  roots. 
ASAP:  What  is  your  sense  of  the  way  the  West  stole  a  technological  march  on  the  East? 
palmer:  I  think  it  was  primarily  a  timing  issue.  The  East  Coast  led  when  mainframes  and 
midrange  computers  held  sway.  The  shift  occurred  more  because  people  who  were  invested  in 
the  old  model  were  reluctant  to  invest  in  the  new.  Many  West  Coast  companies  were  younger 
and  didn't  have  those  investments. 

ASAP:  So  do  you  have  to  tell  your  stockholders  to  put  everything  on  hold  while  you  invest 
heavily  in  Digital's  future? 

palmer:  Since  it's  the  stockholders'  money,  it's  my  responsibility  to  earn  a  reasonable  return 
on  their  investment.  Clearly,  it  took  several  years  to  get  into  trouble,  and  it  will  take  some 
time  to  recover.  What  stockholders  want  to  see  is  consistent  improvement,  fewer  losses  and 
tough  strategic  decisions. 


ing  to  hire  his  people  while  firing  so 
many  of  theirs.  But  ultimately,  only  a 
half-dozen  Cabletron  employees  took 
dec's  bait.  The  loyalists  seemed  con- 
vinced that  the  Spartan,  sell-or-suc- 
cumb  life  at  Cabletron  was  simply 
more  fun,  profitable  and  enduring  than 
dec's  structured  way.  The  raid  never- 
theless made  an  impression  at  Ca- 
bletron. To  Benson,  it  smacked  of  des- 
peration and  revealed  what  he  consid- 
ered a  mistaken  notion  that  Ca- 
bletron's salespeople — "some  of  them 
are  health  club  managers  and  teachers 
who  came  on  six  months  ago" — could 
make  any  real  difference  at  DEC. 
"You're  only  as  aggressive  as  your  sur- 
roundings," Benson  says. 

The  reasons  behind  DEC's  stab  at  Ca- 
bletron became  clear  weeks  later,  in 
mid-July,  when  founder  Ken  Olsen 
was  forced  out  as  DEC's  chairman.  His 
replacement  was  a  51 -year-old  vice- 
president  of  manufacturing  and  logis- 
tics named  Robert  B.  Palmer.  Palmer's 
slender  build,  laconic  style  and  get-the- 
product-out-the-door  imperative  were 
far  closer  to  the  modem  market-driven 
realities  embraced  by  Cabletron  than 
to  the  almost  quaint  engineering-for- 
its-own-sake  approach  favored  by  the 
avuncular  Olsen.  Thus,  DEC's  mid- 
1992  raid  on  Cabletron  appeared  to 
have  been  a  last-gasp  effort  by  a  des- 
perate management  during  the 
founder's  final  days.  For  Olsen-era 
managers,  the  raid  was  too  little,  too 
late.  For  DEC,  it  signaled  the  end  of  an 
era.  Olsen  had  led  DEC,  and  DEC  had 
led  a  generation  of  Boston-area  tech- 
nology companies,  such  as  Wang,  Data 
General  and  Prime,  whose  peak  in  the 
early  1980s  had  propelled  a  technologi- 
cal and  economic  renaissance  that 
came  to  be  known  as  the  "Massachu- 
setts Miracle." 

How  quickly  the  miracle  faded.  By 
1993,  a  generation  of  technology  patri- 
archs with  resonant  names  Hke  Olsen, 
Wang  and  de  Castro  was  gone.  Once- 
mighty  companies  were  left  struggling 
to  reinvent  themselves  in  a  constantly 
changing  world,  an  unforgiving  world 
in  which,  as  fired  Data  General  foimder 
Ed  de  Castro  ruefully  noted,  "people 
don't  always  make  it  the  next  time." 

To  William  Weld,  Massachusetts' 
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Forbes  ASAP 


Imagine 
a  control 
system  so 
(  smart  it 

I  squeezes  oil 

from  ice 
■^mm  water. 


Wringing  the  final  drops  of  oil 
from  North  Sea  wells  over- 
whelms most  control  systems. 
When  a  special  oil  fractionation 
ship  was  launched  for  North  sea 
duty  AEG  was  on  board  with  the 
only  controller  that  could  sample 
critical  data  every  17  milli- 
seconds. AEG  provided  single- 
source  for  12  man/machine 
interface  devices,  two  high 
performance  Modicon  PLCs  with 
fiber  optic  remote  I/O  links,  co- 
processors, and  software  tied 
to  redundant  computers  over  a 
high-speed  network.  But  the  real 
difference  was  connectivity... 
because  AEG  has  the  fastest, 
most  flexible  communications 
anywhere-even  the  North  Sea. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity; 
Automation 
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Transportation 
■ 

Microelectronics 


AEG 

Member  of  the  Daimler-Benz  Grou, 


patrician,  tax-cutting,  technology-con- 
scious governor,  it  seems  clear  that 
wherever  the  "high-knowledge,  high- 
end,  high-wage  jobs  of  the  future" 
come  from,  "it  ain't  going  to  be  from 
the  minicomputer  companies."  (See  in- 
terview, page  62)  Yet,  under  the  snow- 
drifts of  Boston's  winter  of  technologi- 

It  didn't  help,  either,  that  the  staid 
Boston  culture  was  long  inflicted  by 
a  class  system  that  elevated  in  social 
importance  the  professions— science, 
law,  banking  and  theology— while 
devaluing  commerce  and  the  trades. 

cal  discontent,  a  few  tender  shoots 
were  thrusting  toward  the  pale  sun- 
light. 

These  hopeful  signs  were  young 
companies  hke  Cabletron,  Banyan  Sys- 
tems Inc.,  Shiva  Corp.,  Parametric 
Technology  Inc.  and  Chipcom  Corp. 
Organized  differently  from  the  old-line 
New  England  technology  companies, 
these  new  firms  were  more  like  their 
cousins  in  Silicon  Valley  in  manage- 
ment, outlook  and  market  orientation. 
dec's  abortive  raid  on  Cabletron  was 
highly  symboUc,  a  bellwether  of  major 
change  in  the  hard-hit  technology  hin- 
terlands ringing  Boston.  These  compa- 
nies, along  with  the  rise  of  Bob  Palmer 
at  DEC,  indicated  a  clearly  marked 
path  away  from  the  Route  128  busi- 
ness style  that,  having  made  Boston  a 
leading  contender  for  computer  su- 


proposal  for  a  company  that  would 
build  computers.  In  return  for  the 
$70,000  lent  to  get  the  company  going, 
Doriot  drove  a  hard — some  would  say 
Faustian — bargain.  The  young  Olsen 
was  forced  to  cede  nearly  80  percent  of 
dec's  stock  to  ARD.  The  decision 
made  ARD's  parmers  wealthy  and  cost 
Olsen  the  many  billions  that  might 
have  been  his  considerable  share  of  a 
company  worth  $18  billion  30  years 
later. 

Keeping  stock  out  of  the  hands  of 
employees  was  a  Doriot  lesson  that 
Olsen  followed  assiduously,  with  long- 
term  effects  for  the  future  of  Route  128. 
DEC  gave  very  little  equity  to  crucial 
employees,  thus  retarding  the  Silicon 
Valley  phenomenon  whereby  suddenly 
rich  employees  cash  out  and  form  new, 
next-generation  companies.  Thus,  the 
process  of  funding  a  startup  around 
Boston  was  hindered  by  the  struggle  to 
find  out-of-state  capital  or  deal  with 
the  few  Boston  bankers  who  would 
deign  to  hear  entreaties  from  a  new 
technology  company. 

It  didn't  help,  either,  that  the  staid 
Boston  culture  was  long  infhcted  by  a 
class  system  that  elevated  in  social  im- 
portance the  professions — science,  law, 
banking,  pohtics  and  theology — while 
devaluing   commerce   and  the 
trades.  MIT  and  Harvard  produced 
research  scientists,  consultants 
and  financiers.  Silicon  Valley 
had  no  such  class  divisions 
and  nearby  Stanford  Universi- 
ty innocently  pumped  out  tin- 
kerers,    entrepreneurs  and 
wildcat  venture  capitalists. 


competition  for  good  deals  growing  in- 
tense, he  says,  "a  lot  of  marginal  com-' 
panics  were  formed." 

As  quickly  as  it  expanded,  the 
money  pool  shrank.  In  late  1989  and 
early  1990,  with  large  New  England 
banks  in  trouble  and  recession  brew- 
ing, the  local  venture  capital  market 
for  technology  dried  up.  Businesses 
that  had  found  startup  money  so  avail- 
able a  couple  of  years  before  couldn't 
beg  a  bridge  loan  to  survive. 

By  the  spring  of  1993,  the  Boston- 
area  technology  scene  resembled  the 
March  weather:  chilly,  but  with  a 
vague  promise  of  spring.  DEC  was  stir 
ring.  Under  Bob  Palmer,  it  had  begun 
to  introduce  new  products,  including  a 
technology  called  the  DEC  Channel 
that  allowed  computer  networks  to 
transmit  high-bandwidth  graphics  such 
as  X-rays  and  technical  drawings  over 
existing  cable  television  lines.  These; 
products  were  marketed  in  a  very  un- 
DEC  way:  on  a  price  basis.  Palmer 
upped  the  ante — some  said  bet  the, 
company — on  the  ultrafast,  3.1-miUion- 


EGGHEAD  EXTRAORDINAIRE  Donny  Hillis,  Thinking  Mochines'  sneaker-shod  chairman,  is 
striving  to  fulfill  the  artificial  intelligence  goal  of  building  "a  machine  that  can  be  proud  of  us!'' 


premacy,  now  seemed  as  quaint  and 
remote  as  a  small  New  England  town 
in  the  dead  of  winter. 

In  1957,  American  Research  and  De- 
velopment (ARD),  an  investment  com- 
pany run  by  legendary  Harvard  Busi- 
ness School  professor  General  Georges 
Doriot,  pulled  off  a  lucrative  score 
when  Doriot  was  approached  by  Lin- 
coln Lab  engineer  Ken  Olsen  with  a 


In  the  1980s,  when  Boston-area 
bankers  and  venture  capitalists  finally 
did  open  their  pockets,  they  often 
funded  virtually  any  engineer  with  a 
plan  for  a  computer  to  compete  with 
DEC'S.  In  1986,  more  than  $225  mil- 
hon  was  invested  in  technology  star- 
tups along  Route  128.  Peter  Brooke  of 
Boston's  Advent  International  Corp. 
recalls  musing  to  himself  about  "too 
damn  much  venture  capital."  With  the 


transistor  Alpha  chip,  forging  techno- 
logical alliances  with  Microsoft  and 
Mitsubishi  to  enstire  that  Alpha  would 
be  a  long-term  player  against  Intel's  for- 
midable Pentium. 

Palmer  also  began  hacking  away  at 
unprofitable  businesses,  closing  "The 
Mill,"  dec's  historic  million-square- 
foot  headquarters  in  Maynard,  and  lay- 
ing off  more  than  10,000  employees  be- 
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Availability  is  critical  to  operators 
of  transit  systems.  That's  why 
AEG  Transportation  Systems 
IS  a  world  leader  in  mass  transit 
and  people  mover  technology. 
But  what  happens  when  there's 
a  problem?  With  AEG's  Inte- 
grated Central  Control  System, 
help  is  a  phone  call  away.  We 
developed  software  that  allows 
our  engineers  in  Pittsburgh  to 
monitor  real-time  events  on  rail 
systems  anywhere  in  the  world. 
We  see  everything  the  operator 
sees -and  respond  with  a 
solution  on  the  spot.  And  that 
gets  people  to  their  spot  faster 
than  ever. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


—  Technology  Islands 


tween  October  1992  and  March  1993. 
By  the  end  of  fiscal  1993,  DEC  was 
down  to  98,000  employees  and  report- 
ed a  net  loss  of  $251.3  niilhon  (a  far  cry 
from  the  $2.8  billion  hemorrhage  of 
last  year).  Palmer  was  acting  forcefully 
on  his  pledge  to  reduce  costs. 

Though  industry  watchers  remain 
uncertain  whether  Palmer's  moves  can 
restore  DEC  to  its  former  glory,  there 
has  been  a  renaissance  of  leading  next- 
generation  companies  along  Route  128 
and  in  the  rings  beyond.  Ironically, 
these  scrappy  newcomers  drew 
strength  from  technologies  developed, 
but  not  exploited,  by  the  struggling  ma- 
jors Hke  DEC  in  fields  such  as  network- 
ing, packet  switching  and  communica- 
tions. Even  more  ironic,  the  layoffs  in 
the  bigs  made  hiring  the  right  people 
easier  for  the  Httles. 

"Five  years  ago,  recruiting  out  of 
DEC  was  hard,"  says  Henry  Burkhardt, 
whose  Kendall  Square  Research  Corp. 
has  hired  six  DEC  employees  in  the  last 
18  months.  "Today  I  thank  God  I  was 
one  of  those  shaky  startups." 

The  new  companies  run  the  gamut 
from  software  to  hardware,  from  mak- 
ers of  $5  cable  connectors  to  producers 
of  $100  million  supercomputers.  These 
fields,  never  lucrative  or  sustaining  in 
the  world  of  closed  vertical  computing, 
are  highly  profitable  segments  of  the 
new  paradigm  of  open  desktop  comput- 
ing. A  sampUng: 

•  Kendall  Square  and  its  rival  mas- 
sively parallel  supercomputer  company. 
Thinking  Machines  Corp.  of  Cam- 
bridge. Danny  Hilhs,  TM's  sneaker-shod 
chairman,  an  MIT  graduate  and  protege 
of  artificial  intelligence  gum  Marvin 
Minsky,  is  striving  to  fulfill  the  artih- 
cial  intelligence  goal  of  building  "a  ma- 
chine that  can  be  proud  of  us!"  Kendall 
Square  and  Thinking  Machines,  along 
with  other  Route  128  companies  includ- 
ing Bolt  Beranek  &  Newman,  Wave- 
tracer  Inc.,  Meiko  Scientific  Corp.  and 
DEC,  represent  the  bulk  of  the  nation's 
effort  in  massively  parallel  supercom- 
puters. Both  Kendall  Square  and  Think- 
ing Machines  are  closing  in  on  ma- 
chines with  operating  speeds  of  a  tril- 
hon  operations  per  second. 

•  Parametric  Technology  Corp. 
With  its  relational  computer-aided  de- 
sign (CAD)  software,  the  Waltham- 


COMEBACK  KERTZMAN  Powersoft's  CEO 
is  booming  with  "middleware"  after 
jjj^  toiling  for  19  years. 

based  company  creates  three-dimen- 
sional models  of  products  ranging  from 
toasters  to  diesel  engines  to  disk  drives. 
Its  Pro/Engineer  allows  users  to  make 
changes  parametrically,  meaning  that  a 
change  to  any  part  of  a  product  instant- 
ly alters  all  other  affected  design  and 
production  parameters. 

Founded  in  1986,  Parametric  is  the 
brainchild  of  Sam  Geisberg,  a  Russian 
mathematician  who  immigrated  to 
Boston  in  1974.  Geisberg  worked  for 
ComputerVision  before  starting  his 
own  company.  Ironically,  Parametric 
cut  deeply  into  the  CAD  market  that 
ComputerVision,  a  subsidiary  of  Prime, 
was  counting  on  to  save  itself.  Para- 
metric's  sales  skyrocketed.  Between 
calendar  1991  and  1992,  revenues  grew 
a  spectacular  96  percent  to  $102.7  rml- 
Uon,  with  a  net  income  of  $25.5  mil- 
lion. By  mid- 1993  Parametric's  stock 
value  was  a  stunning  $1.6  billion. 

•  Software  Emancipation  Technolo- 
gy Inc.  Another  Waltham  startup, 
founded  by  Sam  Geisberg's  younger 
brother,  Vladimir,  does  for  computer 
programmers  v/hat  Parametric  has 
done  for  engineers  with  its  relational 
CAD.  Redesigning  or  fixing  intricate 
computer  programs  has  always  entailed 
going  back  over  thousands  of  lines  of 
source  code  and  then  meticulously 
changing  codes,  design  diagrams  and 
documentation.  Vladimir  Geisberg 


HIGHFLYING  SEVERING  Wellfleet's 
founder  leads  one  of  the  fastest-growing 
companies  in  the  country. 

i 

aimed  to  create  a  program  that  would 
automatically  propagate  a  change  glob- 
ally to  other  related  parts  of  the  pro- 
gram. Founded  in  1991,  the  company 
released  ParaSet,  its  first  product,  early 
this  year. 

By  early  1993,  Route  128  was  also 
becoming  a  seedbed  for  companies  de- 
veloping products  for  the  new  multi- 


ARD  BARGAINER  In  1957  Georges 
Doriot  financed  Digital  Equipment  Corp, 
for  $70,000 — and  kept  80  percent 
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Imagine  a 
microchip  so 
sopliisticated 
it  controls 
human 
movement 
like  it's 
child's  play. 


Giving  a  child's  artificial  hand 
lifelike  movement  is  extremely 
difficult,  because  it's  complex  to 
pack  enough  control  electronics 
into  the  tiny  size.  Siliconix,  a 
Member  of  AEG's  Microelectron- 
ics Group,  TEMIC,  helps  make 
child's  play  possible  with  dense- 
cell  power  semiconductors  in 
small-outline,  surface-mount 
packaging.  Our  technology  ena- 
bles movements  to  be  activated 
by  an  advanced  myoelectric 
control  system  with  electrodes 
that  pick  up  low-amplitude  AC 
voltage  waveforms  generated 
on  the  surface  of  the  skin.  The 
advantages  of  power  MOSFETs 
from  AEG  are  efficiency,  weight 
and  size-just  the  combination 
for  helping  tiny  hands  build 
big  dreams. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 


Transportation 
■ 

Microelectronics 


AEG 

Member  of  the  Daimler-Benz  Group 


—  Tfchno.logy  Islands   

media  market.  Among  the  players  are 
video  conferencing  leader  PictureTel 
Corp.,  VideoServer,  Avid  Technology 
and  its  mirror  twin,  recent  acquisition 
Diva.  The  Tev^kcsbury-headquartered 
Avid  produces  a  digital  video-editing 
system  already  in  use  by  shows  such  as 
NBC's  "L.A. 


Law, 


CBS's 


"Northern  Exposure"  and  ABC's  new 
"NYPD  Blue." 

Not  all  of  Route  128's  bright  hopes 
are  new  faces.  Lotus  Development 
Corp.,  the  software  house  that  invented 
the  PC  spreadsheet  business  1 1  years 
ago  then  let  competitors  like  Microsoft 
catch  up,  has  bet  its  future  on  Notes, 
so-called  "groupware"  software  that 


Where  There's  a  Weld... 


mm 


On  the  subject  of  technology,  Massachusetts  Governor 
Weld  is  one  of  the  best-informed — and  most  outspoken — occu- 
pants in  any  of  America's  stotehouses.  ASAP  talked  to  him  in  his 
office. 

ASAP:  How  important  is  high  technology  for  Massachusetts? 
weld:  Ten  out  of  ten.  Technology  is  a  key  to  our  strategy  to  posi- 
tion Massachusetts  as  the  capital  of  the  Atlantic  Rim  for  the  year 
2000  with  high-knowledge,  high-end,  high-wage  industries.  Right  now  we're  number  three  in 
terms  of  per  capita  income  behind  Connecticut  and  New  Jersey.  Our  aim  by  the  year  2000  is 
to  be  number  one,  and  we'll  get  there  by  moving  low-wage  jobs  offshore. 
ASAP:  Are  you  saying  you'll  do  that  at  the  expense  of  monufocturing  or  low-tech  industries? 
weld:  One  damn  thing  I'm  going  to  do  is  let  people  know  that  we're  open  for  business  and 
want  industry  to  settle  here.  Not  just  R&D,  but  also  manufacturing  offshoots.  That's  why 
telecommunications  is  so  potentially  enormous.  It's  a  manufacturing  business  as  well  as  being 
knowledge-based. 

ASAP:  Do  you  see  Massachusetts  riding  any  of  the  new  technology  trends? 
weld:  You  can  be  sure  there's  going  to  be  a  merger  between  software  and  telecommunica- 
tions. There  are  some  1,500  softwore  companies  in  the  state,  and  we're  going  to  make  sure 
that  merger  happens  in  Mossachusetts,  not  in  New  Jersey  or  Illinois. 
ASAP:  What  can  state  government  do  to  jump-start  things? 

weld:  We  can  make  sure  industry  interfaces  with  universities  and  research  labs  and  moke 
technology  transfers  as  smooth  as  possible.  There's  a  three-cornered  partnership:  the  state, 
universities  and  private  industry.  There's  even  a  fourth  if  you  take  the  research  labs  like  Lin- 
coln and  Draper  into  account.  We're  also  developing  a  telecommunications  information  net- 
work linking  universities,  research  departments  of  industry  and  our  K  12  public  schools. 
ASAP:  Is  there  a  financiol  segment  to  your  technology  plan? 

weld:  Massachusetts  is  the  "Venture  Capitol."  It's  the  number-two  market  after  California  in 
terms  of  money  under  monagement.  The  commercial  bonks  are  tottering  with  too  much  over- 
building, but  they  do  have  money  ond  we  have  to  convince  them  they  don't  hove  to  buy  T- 
bills,  but  rather  invest  in  high  technology. 

ASAP:  What's  the  difference  between  your  plan  to  encourage  technology  companies  and  that 
of  the  Dukakis  administration? 

weld:  The  difference  is  that  everyone  now  agrees  on  no  new  taxes,  no  borrowing,  living 
within  our  means,  tutting  taxes  and  enacting  research  and  development  tax  credits.  I  hope  to 
have  a  doubling  or  tripling  of  the  investment  tax  credit  and  another  run  at  capital  gains  re- 
form. 

ASAP:  In  your  1 993  Stole  of  the  State  speech  you  spoke  about  Massachusetts  needing  its 
new  businesses  to  be  more  like  dolphins  than  great  whales.  What  exactly  did  you  mean? 
weld:  It's  the  difference  between  high  technology  and  smokestack  industries,  the  difference 
between  depending  on  economies  of  scale,  the  whales,  versus  "time-to-market"  companies, 
swift,  adaptable  and  smart,  which  ore  the  dolphins. 


lets  PC  users  swap  mail  and  databases. 
Nineteen-year-old  Powersoft  Corp.,  led 
by  CEO  Mitchell  E.  Kertzman,  has 
transformed  itself  from  a  stalled  soft- 
ware designer  into  one  of  Route  128's 
hottest  companies,  offering  tools  that 
let  developers  create  their  own  applica- 
tions for  networked  chent/server  com- 
puting products.  Sales  have  soared  from 
$4.7  milhon  in  1991  to  $21.2  million 
in  1993. 

Powersoft  is  just  a  part  of  the  explo- 
sive field  of  intercommunications,  the 
most  coherent  and  successful  industry 
segment  to  rise  from  the  debris  of 
Greater  Boston's  minicomputer  disas- 
ter. With  the  ascendancy  of  PC  and 
workstation  networks,  hooking  togeth- 
er a  dizzying  array  of  diverse  and  often 
incompatible  systems  has  become  vital. 
These  local  area  networks  also  need  to 
be  connected  to  other  LANs,  often  con- 
tinents apart,  by  wide  area  networks. 
More  than  two  dozen  Boston-area  com- 
panies, including  Banyan,  Chipcom, 
Shiva,  Wellfleet  Commimications  Inc. 
and  Cabletron,  are  prospering  by  provid- 
ing the  hardware  and  software  of  net- 
working. 

In  fact,  by  1993  the  Boston  area  ac- 
counted for  nearly  half  of  the  nation's 
hub  and  router  market,  estimated  by 
analyst  Paul  Callahan  of  Cambridge's 
Forrester  Research  at  $1.5  billion  in 
sales,  going  to  $2.2  biUion  by  1996.  h's 
a  young  industry,  typified  by  Frank 
Slaughter,  31,  and  Dan  Schwinn,  32, 
MIT  grads  who  founded  Shiva,  a  com- 
pany that  produces  remote  network 
communications  products  for  Macin- 
tosh- and  Windows-based  systems.  In 
their  work  shirts,  jeans  and  running 
shoes.  Slaughter  and  Schwinn  look  as  if 
they  might  be  more  at  home  cruising 
dovra  Santa  Clara,  Calif. 's  El  Camino 
Real  than  up  Commonwealth  Ave. 
Shiva's  fanciful  name  and  its  Route  128 
industrial  park  headquarters  both  have 
an  open,  offbeat,  California  feel,  which 
Schwinn  suggests  may  be  partly  due  to 
the  fact  that  the  company  was  initially 
funded  by  venture  capital  firms  on 
both  the  East  and  West  coasts. 

The  postminicomputer  style  of 
these  next-generation  Boston  compa- 
nies is  probably  best  typified  by  46- 
year-old  Paul  Severino,  whose  Wellfleet 
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<IF  YOU'RE  LOOKING  AT  E  U  R#P  E 


rhe  Netherlands,  which  transformed 
distribution  into  logistics,  champions 
Value-added  logistics"- 
a  competitive  strategy 
that  can  speed  your 
entry  or  expansion  in 
Europe  as  distribution 
Channels  change  rapidly. 

It  is  a  strategy  that  can  help  you  hit 
the  ground  running  in  Europe,  an 
increasingly  united  but  still  differen- 
tiated market. 

Value-added  logistics  goes  beyond 
mere  physical  distribution,  a  task  in 
which  the  Netherlands  is  already 
unsurpassed  because  of  Rotterdam's 
and  Schiphol's  ideal  locations,  and 
beyond  logistics,  which  adds  brains 
to  brawn. 


Dutch  experience  in  value-added  logistics  satisfies  your  need 
to  meet  customized  order  specifications  in  combination  with 
speedy  delivery  to  end  users  throughout  Europe. 

In  the  Netherlands,  you  will  find  the  perfect  infrastructure 
for  adding  value  to  all  types  of  products  through  assembly, 
customization,  testing,  burn-in  or  even  repair  activities. 

J Under  the  same  roof,  you  can  also  repack  your  goods,  label 
hem,  take  orders,  handle  invoicing,  and  offer  after  sales 
"upport  and  service  for  your  European  customers. 

WHEN  YOU'RE  READY  TO  GO  THE  NEXT  STEP, 
REMEMBER:  YOU  CAN  MAKE  IT  IN  HOLLAND. 


->Jetheriands- 


p)iieignlnvestment 
tncy  


For  more  information,  contact: 

Cap  Vermeulen,  Executive  Director 
Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza,  New  York,  NY  10020 


NEW  YORK  (212)  246-1434  •  SAN  MATEO  (415)349-8848  •  CHICAGO  (312)  616-8400  •  LOS  ANGELES  (310)  477-8288  •  OTTAWA  (613)  237-5030 


\lns  material  is  published  by  Ogilvy  Adams  &  Rinehart,  which  is  registered  as  an  agent  of  the  Govern- 
iiii-nt  of  the  Netherlands.  It  is  filed  with  the  Department  of  Justice  where  the  required  registration 
^latement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by 
I lii- 1  inited  States  Government. 


—  Technology  Islands 


Communications  has  600  employees 
and  a  market  capitalization  of  some 
$1.6  billion.  Severino  and  his  cohorts 
favor  a  casual  style  that  has  given  the 
company  a  reputation  as  "Docker 
heaven."  But  his  laid-back  California 
style  masks  the  drive  of  a  hard-edged 
competitor  who  has  been  beating  the 
hell  out  of  the  buttoned-down  Boston 
Brahmins  in  recent  years.  Indeed,  Sev- 
erino, who  has  spent  his  working  life 
around  the  Boston  area,  admires  Cali- 
fomia.  "I  think  Silicon  Valley  people 
tend  to  do  a  lot  more  cross-pollina- 
tion," he  says.  "They're  more  willing 
to  move  from  one  startup  to  another." 

Wellfleet  is  Severino's  third  startup. 
His  roots  go  back  to  DEC,  which  he 
joined  in  1969,  learning  his  trade  adapt- 
ing Ethemet  networking  protocols  to 
DEC  computers  in  the  1970s.  Severino 
left  DEC  in  the  early  1970s  to  join 
Prime  Computer. 

In  the  1980s  he  started  Data  Trans- 
lation Inc.  and  then  Interlan.  He  sold 
Interlan  four  years  later  for  $64  miUion 
and  used  the  money  to  start  Wellfleet, 
now  among  the  country's  fastest-grow- 
ing companies. 

Benson  of  Cabletron  sees  no  limit  to 
the  future  of  networking.  "I  think 
video,  voice  and  data  will  drive  a  mar- 
ket that  no  existing  network  can  han- 
dle." Similarly,  Severino  is  waiting  for 

In  late  June  Robert  Palmer  publicly 
lambasted  DEC's  sales  force  as 
"probably  the  least  productive  in  the 
world."  In  July  he  shifted  the  aim 
upward.  "This  is  a  management 
failure,  an  unwillingness  to  focus." 

the  Lotus  1-2-3  of  intercommunica- 
tions, the  key  piece  of  software  that 
wiW  make  video,  audio  and  multimedia 
a  standard  on  personal  computers.  "I 
think  desktop  appUcations  will  require 
video  and  voice  in  the  next  five  years," 
he  predicts. 

Severino  is  aware  that  this  hard- 
ware-heavy industry  is  likely  to  be 
transformed,  or  vanish  altogether,  as 
smarter  software,  higher  bandwidth 
networks  and  more  powerful  PCs  over- 


come the  need  for  the  mechanical 
buffers  that  are  the  guts  of  today's  net- 
working. Indeed,  Forrester  Research's 
Callahan  sees  the  $800  million  low-end 
hub  market  "becoming  plumbing  fix- 
tures." Severino  remains  undaunted. 
"If  you  don't  bet  your  company  occa- 
sionally, you're  not  taking  enough 
risks,"  he  says.  When  he  thinks  about 
the  vast  changes  that  await,  he  is  in- 
trigued rather  than  scared.  "I'd  Hke  to 
bring  this  company  through  one  of 
those  transitions." 

That's  not  the  kind  of  thing  anyone 
would  have  said  a  few  years  ago  along 
Route  128,  but  the  times,  and  the  atti- 
tudes, are  changing. 

Witness  a  speech  given  in  July  by 
Robert  Palmer  to  DEC's  assembled 
sales  and  marketing  managers,  1,400 
men  and  women  from  around  the 
world  who  had  many  more  questions 
than  they  had  answers.  Palmer's  speech 
lacked  off  a  three-day,  no-holds-barred 
conference  at  which  the  new  CEO  had 
promised  to  discuss  the  company's 
new  thrusts.  No  one  figured  it  was 
going  to  be  pretty.  In  late  June,  Palmer 
had  publicly  lambasted  the  DEC  sales 
force  as  "probably  the  least  productive 
in  the  world."  His  managers  may  have 
hoped  that  he  would  back  off  a  bit. 

What  they  got  was  more  of  the 
same,  but  with  the  aim  shifted  upward. 
"This  is  not  a  failure  of  our  sales  force 
alone,"  Palmer  told  his  audience.  "This 
is  a  management  failure,  an  unwilling- 
ness to  focus."  Palmer  then  laid  out 


the  prescription:  the  sales  staff  will  be 
elevated  to  the  status  long  monopo- 
lized by  Ken  Olsen's  beloved  engineers. 
Technology  for  technology's  sake  is  no 


RUSSIAN  FOR  SALES  Immigrant  Sam 
Geisberg  created  Parametric,  the  fabu- 
Hlousiy  successful  CAD  softwaremaker. 


is  a  violation  of  much  of  what  Ken 
Olsen  and  the  old  guard  of  Route  128 
had  stood  for,  a  final  recognition  that 
nothing  will  ever  be  the  same  again. 
From  now  on,  Palmer  told  his  sales 
managers,  meritocratic  sales  commis- 
sions that  had  been  dirty  words  in  the 
patemalistic  old  days  at  DEC  will  be 
the  last  words  at  Boston's  flagship  tech- 
nology company.  Palmer's  speech  will| 
echo,  no  doubt,  throughout  a  region 
struggling  for  a  new  identity.  (M)' 


64 


Forbes  ASAP 


lies  down 

and  does 


The  UltraLite  Versa  is  truly  a  breed 
apart.  It's  versatile  and  adapts  easily 
to  meet  your  changing  needs,  whatever 
and  wherever.  For  exannple,  switch 
from  a  mono  to  color  screen,  or  put  in 
more  hard-drive  memory.  And  despite 
its  heavy-duty  technology,  the  Versa 
weighs  as  little  as  6  pounds. 

Then  there's  the  most  sophisticated 
and  flexible  display  on  the  market. 
Use  It  as  a  basic  notebook,  flip  it  around 
for  presentations,  or  use  it  as  a  pen- 
based  tablet.  Plus,  Versa's  screen 
provides  sharp  contrast  and  brilliant 
graphics,  monochrome  or  color. 
With  up  to  10  hours  of  battery  life, 
the  one  thing  it  won't  do  is  play  dead. 

Yes,  the  Versa  notebook  knows  a 
lot  of  tricks.  Its  i486"'SL  processor  is 
fast  and  powerful,  yet  conserves  power. 
Simply  swap  the  floppy  drive  for  an 
extra  battery,  doubling  battery  life. 

And  what's  a  notebook  computer 
if  you  can't  take  it  for  long  walks? 
Advanced  PCMCIA  communications 
capability  means  you  can  easily  send 
and  receive  faxes  and  retrieve  data. 
We'll  even  come  when  we're  called. 

In  addition  to  a  standard  3-year 
limited  warranty,  you  get  UltraCare^ 
an  enhanced,  full-service  program  pro- 
viding fast  response  and  support  anytime, 
anywhere,  at  home  or  overseas.* 

Begging  for  more?  Call  1-800- 
NEC-VERSA  or  for  info  via  fax,  NEC 
FastFacts'"  at  1-800-366-0476, 
request  document  8583772. 

Because  ^  is  the  way  you  want  to  go. 


Communications  Features 


Using  thin,  credii-card-sized 
cards,  you  can  send  and  receive 
faxes,  talk  to  your  network,  or 
ensure  secure  data  storage  And 
for  advanced,  reai-lime  mobile 
communications.  Versa  is  even 
ready  for  wireless  and  cellular 
connectivity  and  also  incorpo- 
rates the  newest  PCMCIA 
technology 

•Accommodates  two  Type  II  cards 
or  one  Type  III  card 

•Simultaneous  card  capability 
data/fax  modem,  LAN,  storage 

•  QuickSwap'"  compatibility,  for 
features  such  as  changing  cards 
without  powering  down 


The  UltraUie  Versa 
IS  ihe  first  of  a  new 
senes  of  computer 
products  from 
NEC  designed  to 
work  together 
with  enhanced 
functionality 
and  advanced 
ergonomics. 


With  the  UitraLite  Versa  you  can  choose  your  own  best  friend. 


Features/options 


Versa  s  many  standard  and  optional  fea- 
tures provide  exceptional  upgradabihry  and 
flexibility,  to  give  you  the  power  to  choose 
the  system  you  need  today  and  then 
enhance  its  features  as  your  needs  change 

Battery 

•  DoubleTime^"  technology,  for  increased 
battery  power 

•Long-hfe  NiMH  battery  pack  2  5  to  5 
hours  (color)  and  4  to  6  hours  (mono) 

'Optional  secondary  battery  for  a  total  of  5 
to  10  hours  (color)  and  8  to  12  hours  (mono) 

Storage  and  memory 

•Choice  of  120MB,  180MB,  or  250MB  easily 
removable  hard  drives,  no  tools  required 

•  Slide-m  memory  cards,  for  upgradability 
from  4MB  all  the  way  to  20MB»* 

Processor 

•  i486SL  processor.  25MHz  or  33MHz 

•  Built-in  numeric  coprocessor  and  8KB  cache 
Screen 

•  High-speed  local  bus  video  and  desktop-level 
640  X  480  display 

•NEC-upgradable  to  pen  capability^*  mono 
or  color 

•  Standard  9  4"  STN  stdelit  Super  VGA  mono- 
chrome screen,  with  64  shades  of  gray 

•  Optional  9  45'  TFT  active-matnx  Super  VGA 
color  screen,  with  wide-angle  viewing  and 
256-color  display  out  of  a  possible  226.000 

Docking  Station 

'  2  full-sized  ISA  slots,  for  expandability 

•  3  drive  bays  2  external  5  25'  and 
1  interna!  3  5" 

•  Integrated  microphone  and  headphone  ports 
Pointing  Device 

•  Custom  Ballpoint^"  mouse  standard 


VersaPad 


NEC's  new  VersaPad'^".  the  ideal 
platform  for  corporate  pen  com- 
puting Perfect  for  data  collection 
and  transmission  needs,  including 
inventory  control,  sales  force  auto- 
mation and  merchandising 

•  Full-function  i486SL  portable  tab- 
let computer 

•  Slim  4-pound  design  with  VGA 
transflective  screen  for  clear 
indoor/outdoor  viewing 

•  2  PCMCIA  Type  II  slots,  for  flexible 
communications  and  storage 

•NiMH  battery  options  and 
advanced  power  management, 
for  long  battery  life 

•Available  with  all  major  pen  com- 
puting environments,  including 
Windows  for  Pen  Computing™  and 
PenPoint'^"  software 
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By  Rich  Karlgaard 


MIKHIAMMER 


In  1989  an  ex-MIT  professor  of  comput- 
er science  turned  consultant  wrote  a 
Harvard  Business  Review  article  called 
"Reengineering  Work:  Don't  Auto- 
mate, Obliterate."  Four  years  later 
reengineering  has  insinuated  itself  as 
the  corporate  buzz  phrase  of  the  1990s; 
its  progenitor  has  become  rich  and  fa- 
mous. 

The  impact  is  just  cresting.  Reengi- 
neering the  Corporation  by  Michael 
Hammer  and  fames  Champy  was  pub- 
lished last  spring  and  glued  itself  on 
The  New  York  Times  bestseller  Ust  all 
summer.  Hammer  travels  the  country 
dehvering  up  to  80  speeches  a  year  for 
a  five-figure  fee.  His  three-day  reengi- 
neering workshops,  attended  by  com- 
panies like  ATet)T,  Aetna  Insurance 
and  Taco  Bell,  fetch  $2,000  a  head. 
Don't  fret  that  Hammer  is  pricing 
himself  out  of  the  market,  though.  The 
waiting  hst  to  get  him  is  three  to  four 
months  long. 

Question:  Is  it  reengineering  or 
Hammer's  pedagogic  showmanship 
that's  pulling  them  inl  No  doubt  both. 
The  Cold  War's  end  was  supposed  to 
bring  a  peace  dividend,  but  most  man- 
agers today  are  slugging  it  out  in  a 
competitive  global  marketplace  that 
leaves  no  company's  margins  un- 
touched. Speed  is  the  only  hope — 
everyone  knows  that.  But  large  compa- 
nies can't  seem  to  change  fast  enough 
and  consequently  most  are  suffering. 
Enter  reengineering,  which  seeks  to 
tear  away  old  bureaucratic  structures 
and  replace  them  with  cross-functional 


Titles  are  surrogates 
for  significance. 
I  would  get  rid  of 
them  all.  Let's  throw  out 
titles  like  VP/R&)D  and 
replace  it  with  "process 
owner  of  new  product 
development."  Let's  rip 
out  VP/marketing  and 
replace  it  with  "process 
owner  of  finding  and 
keeping  customers." 


processes — Hammer-speak  for  end-to- 
end  work  designed  to  attract  and  keep 
customers. 

We  visited  the  45-year-old  Hammer 
in  has  cramped,  poorly  air-conditioned 
Hammer  e)  Co.  offices  in  Cambridge, 
Mass.,  during  a  summer  heat  wave. 
(All  sweat  aside,  it  was  nice  to  see  that 
the  newly  famous  consultant  has  taken 
his  low-overhead  strategy  to  heart.) 
The  90-degree  heat  vrilted  his  Italian 
suit  but  not  his  exuberance  for  telling 
us  exactly  what's  gone  wrong  with 
larger  American  companies  and  how 
they  can  be  fixed. 

ASAP:  The  corporate  world  is  changing 
so  fast  today  that  it  is  hard  to  know 
what  is  going  on.  What  is  going  on? 
hammer:  Let's  start  with  brutal  hon- 
esty. Managing,  or  administering,  busi- 
nesses doesn't  work  today.  What  a 
wretched  word  anyway — administer.  It 
conjures  up  the  image  of  a  bureaucrat. 
Did  you  ever  read  The  Reckoning  by 
David  Halberstam?  It  was  the  purest 
expression  of  businessman  as  ignora- 
mus. The  apotheosis  of  mid-20th-cen- 
tury  administrator  was  Robert  McNa- 
mara  at  Ford.  McNamara  didn't  know 
anything  about  cars.  He  knew  nothing 
about  making  cars,  nothing  about  de- 
signing cars,  even  nothing  about  seUing 
cars.  He  was  a  financial  analyst.  He 
had  a  deep,  unspoken  assumption  that 
work  didn't  matter. 
ASA  p:  What  led  to  that  beUef? 
HAMMER:  Patadisc!  The  period  of  1948  to 
1973  was  a  25-year  period  of  paradise.  It 
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was  a  wonderful  set  of  circumstances 
which  will  never  reoccur.  A  hunch  of 
things  happened  to  come  together — no 
competition,  wonderful  resources, 
steady  technology  development,  huge 
economic  growth.  Any  moron  could 
make  money  in  that  environment.  It's  a 
different  world  now. 
ASAP:  Some  would  say  a  dog-eat-dog 
world.  Is  reengineering  just  a  euphe- 
mism for  slashing  headcount? 
hammer:  If  your  question  is,  Does 
reengineering  have  troubling  conse- 
quences? then  the  answer  is  yes.  Where 
do  entry-level  jobs  go,  for  example? 
What  happens  to  the  semUiterate  or  the 


lazy?  Does  that  mean  we  shouldn't 
bother?  Problem  is,  if  we  don't  and 
somebody  else  does,  our  customers  and 
capital  will  migrate  elsewhere.  We'll 
end  up  being  a  Third  World  colony  of 
Japan. 

ASAP:  Let's  back  up  and  have  you  tell  us 
what  reengineering  is,  since  you  de- 
fined the  term. 

HAMMER:  Reengineering  means  radically 
changing  how  we  do  our  work.  That's  a 
very  important  word — work.  People 
often  ask  me  questions  about  manag- 
mg,  but  for  me  the  issue  is  work.  Work 
is  the  way  in  which  we  create  value  for 
customers,  how  we  design,  invent  and 
make  products,  how  we  sell  them,  how 
we  serve  customers.  Reengineering 
means  radically  rethinking  and  re- 
designing those  processes  by  which  we 
create  value  and  do  work. 


ASAP:  WTiat  kind  of  companies  should 
rccngineer? 

HAMMER:  Three  kinds.  The  first, 
they've  hit  the  wall,  customers  are 
abandoning  them,  financial  perfor- 
mance is  in  the  toilet — big  trouble,  in 
other  words.  Two,  the  current  indica- 
tors are  fine  but  they  see  the  future  as 
very  troubled.  Maybe  a  technology 
discontinuity  is  looming  which  is 
going  to  create  turmoil.  Three,  it's  a 
sunny  day,  no  wall  is  in  sight,  but 
what  a  fine  day  to  stop  the  car  and 
build  a  wall  for  the  other  poor  guy. 
ASAP:  Once  you  decide  to  reengineer, 
where  do  you  start? 


HAMMER:  For  a  Catcgory  One  company 
in  desperate  straits,  it's  usually  a  cost 
issue.  What  they  have  to  go  after  is 
the  highly  expensive  process  or 
processes  that  are  keeping  the  cus- 
tomers away.  Category  Two  compa- 
nies should  start  by  asking  the  ques- 
tions. How  do  we  operate  now  and 
might  it  be  possible  that  changes  in 
technology  or  market  forces  could 
suddenly  throw  us  off  the  track?  If  so, 
we  had  better  reengineer  to  stay 
ahead.  Category  Three  companies 
start  by  asking  which  processes  are 
the  ones  that  matter  most  to  the  cus- 
tomers and,  if  reengjneered,  would  re- 
ally outdistance  the  competition. 
ASAP:  To  get  things  rolling,  you  advo- 
cate that  companies  throw  out  job  ti- 
tles. Why? 

HAMMER:  Thctc  are  lots  of  problems 


with  titles.  In  large  organizations,  titles 
are  a  surrogate  for  significance.  The  fur- 
ther you  get  away  from  real  work — that 
is,  creating  value  for  customers — the 
higher  your  title  and  the  more  you  are 
paid.  What  a  load  of  crap! 
ASAP:  Give  us  an  example  of  a  tradition- 
al title  you'd  throw  out. 
HAMMER:  I  would  throw  out  VP/R&dD  and 
replace  it  with  "process  ovmer  of  new 
product  development."  I  would  rip  out 
VP/marketing  and  replace  it  with 
"process  owner  of  finding  and  keeping 
customers." 
ASAP:  The  point  being... 
HAMMER:  That  in  a  reengineered  compa- 


ny you  have  to  leave  behind  this  single- 
function  mentality  and  wear  more  than 
one  hat.  You  need  to  do  whatever  it 
takes  to  keep  the  customer  coming 
back.  At  Progressive  Insurance,  the 
head  of  a  division  doubles  as  the  owner 
of  the  end-to-end  claims  process.  The 
company  is  creating  a  results-oriented, 
work-oriented  culture  rather  than 
adding  overhead.  Want  to  know  a  scan- 
dal? Managers  are  not  value-added.  A 
customer  never  buys  a  product  because 
of  the  caliber  of  management.  Manage- 
ment is,  by  definition,  indirect.  So  if 
possible,  less  is  better.  One  of  the  goals 
of  reengineering  is  to  rninimize  the  nec- 
essary amount  of  management.  This  is 
not  to  say  we're  gomg  to  take  people 
out.  People  often  complain  about  bu- 
reaucracy. Bureaucracy  is  not  a  prob- 
lem. Bureaucracy  was  the  solution  to 
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the  problems  created  by  fragmented 
work. 

ASAP:  You  blame  bureaucracy  on  Adam 
Smith.  How  do  you  arrive  at  that? 
hammer:  Adam  Smith's  argument  was 
that  specialization  is  a  way  people  can 
get  good  at  their  individual  tasks.  Ergo, 
.  task  productivity  goes  up  and  direct 
costs  go  down.  The  truth  is,  he  was 
nght.  It  was  a  great  model  in  a  world 
where  direct  labor  cost  was  the  issue 
and  you  had  to  be  able  to  grow  to  meet 
the  demand  of  the  growing  market.  In 
that  environment,  you  had  simple  jobs 
and  simple  people.  The  trouble  is, 
that's  not  the  environment  in  which 


ASAP:  No,  we  both  would  agree  that 
constant  change  does.  But  not  everyone 
likes  change.  How  do  managers  con- 
templating a  big  reengineering  effort  get 
everyone  inside  their  company  to  join 
up? 

HAMMER:  I  always  liked  the  following 
statement:  Folks,  we're  going  on  a  jour- 
ney. On  this  journey  we'll  carry  our 
wounded  and  shoot  the  dissenters. 
ASAP:  That's  pretty  intense. 
HAMMER:  That  degree  of  intensity  is 
what's  required.  People  I  see  making 
this  happen,  they're  all  nut  cases. 
They're  not  your,  quote,  rational  man- 
agers. Ron  Compton  [Aetna],  John  Mar- 


HAMMER:  Why  not?  What's  the  defini- 
tion of  a  professional?  A  professional  is 
someone  who  focuses  on  the  result,  on 
customers  rather  than  on  tasks.  So  I 
want  to  replace  worker  with  profession- 
al, fob  is  also  a  passive  model.  The  idea 
of  "my  job"  is  an  oxymoron.  It's  not 
my  job  anyway;  it's  the  company's  job. 
I  happen  to  be  filling  it  at  the  moment. 
Instead  of  manager  I  would  have  coach, 
just  hke  the  offensive  coordinator  of  a 
football  team.  Nobody  should  be  called 
a  manager.  Workers  and  jobs  need  man- 
agers. Professionals  need  coaches  and 
leaders. 

ASAP:  A  skeptic  might  say  you're  just 


we  live  anymore.  We  Uve  in  an  envi- 
ronment of  intense  competition  where 
direct  labor  isn't  the  only  issue.  Speed 
lis  a  critical  issue — how  fast  we  can  re- 
spond— and  so  are  the  quahty  of  service 
we  can  deliver  and,  very  importantly, 
the  overhead  costs.  The  trouble  with 
Adam  Smith's  model  is  that  the  direct 
labor  costs  were  driven  down  into  the 
smgle  digits.  However,  overhead  cost 
ballooned.  What  overhead  costs  are 
about  is  all  the  work  and  effort  we  need 
to  paste  those  little  tasks  back  together 
again.  Furthermore,  we  Uve  in  a  world 
of  change.  If  you  are  designing  a  busi- 
ness for  a  world  of  stable  growth,  then 
you  want  the  Adam  Smith,  Frederick 
Taylor,  Henry  Ford  model.  There's 
nothing  wrong  with  that  model.  Trou- 
ble is,  stable  growth  does  not  character- 
ize our  environment  today. 


tin  [Taco  Bell]  and  Bob  Allen  [AT&T]— 
they  are  leaders  who  say.  This  cannot 
stand!  We  must  do  it  differently. 
ASAP:  You  described  these  people  as 
leaders,  not  CEOs.  Intentional? 
HAMMER:  Absolutely.  CEOs  don't  make 
products,  they  don't  sell  products,  they 
don't  pay  the  bills,  so  what  the  hell  do 
they  do?  The  truth  is  that  most  of  them 
are  ninth-level  controllers.  Here's  a 
short  hst  of  words  that  I  want  to  purge 
from  the  business  vocabulary:  CEO, 
manager,  worker,  job.  These  are  19th- 
century  terms.  A  worker  is  someone 
who  cares  about  a  task,  about  getting 
things  done,  and  is  basically  working 
for  the  wage  at  the  time.  We  don't  need 
workers  in  our  company.  We  need  pro- 
fessionals. 

ASAP:  Surely  not  everyone  can  be  a  pro- 
fessional. 


being  cute  with  semantics. 
HAMMER:  Not  at  all.  Words  shape  des- 
tiny. 

ASAP:  Credentiahsm  and  htigation — are 
these  barriers  to  reengineering? 
HAMMER:  I  happen  to  think  that  liti- 
giousness  may  come  close  to  killing 
this  country.  I  read  a  statement  once 
from  a  historian  who  observed  that 
what  kills  any  society  is  an  excess  of 
what  makes  it  great.  What  made  Rome 
great — its  martial  capabilities — in  ex- 
cess killed  it. 

ASAP:  Could  America's  excesses  end  up 
killing  it? 

HAMMER:  I  feel  very  strongly  about  that. 
Because  of  lawyer-driven  suits,  we  end 
up  making  a  lot  of  rules  for  jobs  which 
really  constrain  flexibUity.  I  don't  want 
to  have  to  write  a  job  description  for  a 
position  in  order  to  get  it  by  some  gov- 
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IT^S  AIVIA2:ilMO  VS^HAT  PEOPLE  CAN  ACCOIVIPLIS 
WHEN  THEY  WORK  TOGETHER. 


We  can  get  the  people  in  your  organi- 
zation working  togetlier  lil<e  never 
before.  Not  by  just  adding  more  com- 
puters, necessarily,  but  by  iielping 
realign  your  information  systems  with 
your  organizational  goals,  so  you  have 
the  flexibility  to  react  quickly  to  chang- 
ing conditions  and  customer  demands. 
■  As  an  open  systems  integrator,  we 
provide  the  powerful,  tailored  solutions 
you  need  to  streamline  your  organiza- 
tion. ■  We  also  provide  the  Brainware™ 
— that  is  the  expertise  and  experience 
to  integrate  the  most  intelligent  solu- 
tions into  almost  any  environment, 
utilizing  leading  hardware,  software  or 
network  vendors  worldwide.  Our  capa- 
bilities range  from  system  design  to 
rightsizing  to  network  integration 
across  an  enterprise.  ■  We  turn  com- 
puter technologies  into  solutions  that 
allow  you  to  introduce  new  services 
quickly  and  thrive  in  a  volatile  business 
climate.  Solutions  that  often  result 
in  tremendous  breakthroughs  in  pro- 
ductivity. ■  Interested?  Call  us  at 
1-800-257-OPEN.  Together,  who  knows 
what  amazing  things  we'll  accomplish. 

CONTROL  DATA 

The  Integration  Company 


emment  bureaucrat  to  make  sure  that  I 
am  being  fair  in  its  application.  I  don't 
want  to  define  what  the  job  requires. 
Who  the  hell  knows  what  the  job  re- 
quires? As  I  have  told  you,  I  am  not 
after  jobs.  I  am  after  people.  That's  very 
serious.  I  may  have  a  round  hole  today, 
but  tomorrow  the  hole  might  be  rectan- 
gular. I  need  a  flexible  person  who  can 
find  the  right  peg  for  the  right  hole!  So 
that's  what  really  worries  me.  Look  at 
Europe — Europe  has  restrictive  labor 
laws  and  its  white-collar  equivalent, 
credentiahsm.  I  think  Europe's  got  big 
troubles. 

ASAP:  Let's  switch  back  to  a  more  pleas- 


tion  technology. 

ASAP:  You  write  that  senior  executives 
should  think  inductively  rather  than 
deductively  about  technology.  Tell  us 
what  you  mean  by  that. 
HAMMER:  The  classical  approach,. which 
on  the  surface  makes  perfect  sense,  is 
that  you  start  by  identifying  your  prob- 
lems and  then  you  figure  out  your  so- 
lution. That's  sort  of  deductive.  The 
trouble  is  that  our  definition  of  prob- 
lems is  shaped  by  what  we  beUeve  to 
be  available  solutions.  Let  me  give  you 
a  classic  example.  When  the  Xerox  914 
copier  came  out,  lots  of  people  looked 
at  it  and  said,  This  is  crazy,-  we  don't 


about  what  their  problems  really  are. 
Then  the  technical  people  can  come  up 
with  solutions. 

ASAP:  What  are  the  best  examples  of 
that  today? 

hammer:  There  are  lots  of  examples. 
One  is  how  electronic  data  interchange 
is  reshaping  the  ways  in  which  retailers 
and  supphers  work  together.  Wal-Mart 
no  longer  has  to  take  the  responsibihty 
for  managing  its  own  inventory.  It  is 
able  to  provide  to  its  supphers  informa- 
tion about  the  status  of  all  the  invento- 
ry. This  lets  suppliers  do  predictive 
shipping  rather  than  react  to  Wal- 
Mart's  sending  of  purchase  orders. 


ant  subject — information  technology. 
What  role  does  it  play  in  reengineering? 
HAMMER:  I  Say  it's  the  critical  enabler.  I 
do  not  believe  that  technology  forces 
you  to  do  anything.  You  are  forced  to 
do  reengineering  because  of  your  com- 
petition, your  customers  and  where 
your  market  is  headed.  However,  with- 
out information  technology,  reengi- 
neering would  be  fantasy.  Not  only 
was  Adam  Smith's  model  appropriate 
for  the  world  of  the  Industrial  Revolu- 
tion, it  was  the  only  thing  you  could 
do.  But  through  technology,  we  can 
have  radically  better  ways  of  working.  I 
can  take  information  from  one  place 
and  put  it  in  another  place.  I  don't  need 
an  organization  to  collect  the  informa- 
tion when  work  can  be  done  right  at 
the  source.  All  kinds  of  new  models  of 
work  are  enabled  by  modem  informa- 


need  this — it's  not  better  than  carbon 
paper.  That  was  true.  The  914  copier 
was  not  a  better  solution  to  the  prob- 
lem of  making  an  additional  copy  of  a 
document  while  you're  typing  it.  The 
problem  the  Xerox  914  solved  was  the 
problem  that  nobody  thought  about — 
how  to  make  copies  of  a  document 
after  it's  been  typed.  Nobody  thought 
about  that  problem  because  nobody 
thought  there  was  a  solution.  When 
people  saw  the  solution,  then  they  real- 
ized they  had  a  problem  and  they 
stampeded  for  the  Xerox  914.  That's 
what  I  mean  by  inductive  thinking: 
using  an  appreciation  of  technology  so- 
lutions to  help  you  to  see  what  your 
problem  is.  General  business  execu- 
tives have  a  real  responsibility  to  be 
aware  of  the  capabilities  of  technology, 
so  they  can  think  more  creatively 


Another  example  is  expert  systems. 
The  simplistic  idea  was  to  automate 
high-capabihty  people,  but  this  was  a 
foolish  idea.  You  don't  want  to  auto- 
mate high-capability  people  and  get  rid 
of  them.  What  you  want  to  do  is  reph- 
cate  these  people  by  taking  their  judg- 
ment, wisdom  and  intelligence, 
putting  them  into  a  computer  system 
and  giving  it  to  the  great  unwashed  so 
everybody  in  your  organization  can  op- 
erate at  70  percent  of  the  level  of  your 
best.  What  a  radical  idea!  Everybody 
will  be  above  average.  There  will  be  no 
low-level  personnel.  I  know  chemical 
companies  that  are  taking  the  knowl- 
edge of  their  best  product  engineers, 
putting  it  into  an  expert  system  and 
giving  it  to  sales  representatives  and 
customer  service  reps  so  that  when 
you  call  up  with  a  simple  question, 
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you  can  get  a  sophisticated  answer. 
That's  the  power  of  technology. 
ASAP:  No  one  doubts  the  power,  but 
many  economists  debate  the  existence 
of  any  resulting  productivity  gains. 
WTiy? 

hammer:  Too  many  executives  thinking 
only  deductively.  They  used  technology 
to  make  things  only  marginally,  incre- 
mentally more  productive.  And  they 
achieved  their  meager  goals.  The  trou- 
ble is  they  merely  paved  over  the  un- 
derlying problem,  and  now  the  sink- 
holes are  opening  up  and  the  roads  are 
collapsing.  What  they  fail  to  do  is  rec- 
ognize a  very  simple  idea  which  I  first 


radio  but  didn't  understand  it.  He 
thought  it  was  a  wireless  telegraph.  It 
took  20  years  for  David  Samoff  to  in- 
vent broadcasting. 

ASAP:  When  will  technology  begin  to 
pay  off? 

HAMMER:  When  we  at  last  break  the 
iron  grip  of  the  Industrial  Revolution. 
The  idea  of  task  specialization,  func- 
tional hierarchies,  departmental  struc- 
tures, layered  hierarchies — these  must 
go.  When  we  organize  vertically  by 
functions,  we  create  barriers  and  gaps. 
We  get  complex  processes,  we  get 
handoffs,  and  we  get  slow,  error-prone 
and  inflexible.  When  we  organize  hori- 


run-and-a-half  so  let's  see  what  we  can 
do  to  minimize  that — what  kind  of  crap 
is  that?  That's  what's  wrong  with  the 
financial  approach  to  management;  it's 
managing  the  scorecards  rather  than 
the  game.  Why  should  we  automate 
that?  Let's  blow  it  up. 
ASAP:  Are  most  managers  up  to  it? 
HAMMER:  That's  a  question  of  leadership. 
If  senior  executives  view  themselves  as 
caretakers,  as  stewards,  then  they're 
never  going  to  be  up  to  it.  Then  their 
perspective  of  themselves  is  really  to 
preserve,  treasure,  pohsh  and  enhance 
what's  being  handed  down  to  them.  If 
that's  their  view,  before  long  their  com- 


expressed  about  15  years  ago:  Automat- 
mg  a  mess  yields  an  automated  mess. 
That's  what  they  did.  They  didn't  have 
the  courage  to  confront  the  problems  in 
the  business  processes,  so  they  thought 
they  could  get  away  with  merely  au- 
tomating them. 

But  having  said  that,  it  is  my  firm 
belief  that  we  have  not  even  scratched 
the  surface  of  what  information  tech- 
nology is  going  to  do  to  organizations 
and  businesses.  We're  going  to  look 
back  50  years  from  now  and  laugh  at 
everything  that's  been  done  with  com- 
puters today.  We're  going  to  say.  That's 
what  they  thought  computers  were 
for?  What  simpletons!  Just  hke  today 
when  we  look  back  and  laugh  at  the 
first  generation  of  people  to  use  any 
technology.  One  of  my  favorite  exam- 
ples is  Marconi,  who  invented  the 


zontally  by  process,  we  get  congruent 
goals,  flexibility,  customer  orientation, 
speed.  Technology  allows  us  to  replace 
vertical  with  horizontal.  Technology 
only  really  begins  to  pay  when  we  do 
that. 

ASAP:  You've  written,  Don't  automate, 
but  obhterate.  That's  a  radical  prescrip- 
tion. 

HAMMER:  The  convcntioual  approach 
needs  obhterating.  Conventional  man- 
agement seems  to  me  like  a  baseball 
manager  teUing  his  team,  Go  out  there 
and  win  it  9  to  4!  What  kind  of  crap  is 
that?  If  you  want  to  play  winning  base- 
ball, let's  talk  about  hitting  and  fielding 
and  running  and  base  stealing.  Don't 
talk  to  me  about  9  to  4.  If  I  do  those 
things  right,  then  I'll  win  9  to  4,  maybe 
even  11  to  4.  But  to  say.  Our  trend  line 
is  that  we've  lost  the  last  18  games  by  a 


panics  will  be  dead. 

ASAP:  Even  though  responsible  steward- 
ship may  have  worked  in  the  past? 
HAMMER:  EspcciaUy  though  it  may  have 
worked  in  the  past!  The  hallmark  of  a 
really  successful  company  is  its  willing- 
ness to  abandon  what  has  been  success- 
fid  in  the  past.  There  is  no  such  thing 
as  the  permanently  winning  formula.  I 
hke  to  tell  people  that  they  should  re- 
member something  from  the  times  of 
Rome.  When  a  Roman  general  had  a 
great  success  in  the  field,  he  was  parad- 
ed down  the  center  of  Rome.  As  he  was 
riding  in  the  chariot  with  a  laurel 
wreath  on  his  head,  however,  a  guy 
walked  next  to  him  whispering  in  his 
ear.  All  glory  is  fleeting.  Senior  execu- 
tives who  achieve  great  financial  results 
need  to  have  somebody  whispering  in 
their  ear.  (jsgl 
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Inside  Newton, 
Apple's  Great 
Bright  Hope 

'Tirst  you  design  the  T-shirt,  then  you  write 
the  code,  then  you  ship  the  product." 

— Steve  Capps,  Newton  software  designer,  Apple  Computer 

THE  EVIDENCE  IS  undeniable.  Apple,  the  company  that 
humanized  computers  in  1984  with  "the  computer  for  the 
rest  of  us,"  faces  a  future  more  imcertain  by  the  day.  Hit 
by  declining  margins,  struggling  to  expand  market  share, 
forced  recently  to  announce  layoffs  of  2,500  of  its  16,000 
employees,  Apple  is  at  a  crisis  point.  The  company  has  been 
through  rocky  times  before — in  1985,  one-fifth  of  its  work 
force  was  laid  off — and  has  reboimded  stronger  than  before. 
But  with  its  stock  dropping  and  a  new  CEO  taking  over,  can 
Apple  do  it  again? 

The  answer  may  depend  largely  on  the  success  of  the  com- 
pany's new  products.  The  PowerBook  line  of  notebook  com- 
puters, introduced  in  1992,  has  proved  to  be  a  much-needed 
hit.  Now  attention  shifts  to  Newton,  the  much-anticipated 
pen-based  "personal  communicator"  described  by  enthusiasts 
as  a  kind  of  notepad  of  the  gods.  Under  development  since 
1987,  when  it  was  first  envisioned  as  a  supersmart  laptop 
computer,  the  Newton  has  evolved  into  a  handheld  box  capa- 
ble of  converting  handwriting  into  digital  text,  sending  faxes, 
connecting  with  on-line  services  and  performing  other  daz- 
zling tricks  of  the  wireless  new  world. 

For  the  past  18  months,  veteran  photojoumalist  Doug 
Menuez  has  kept  his  camera's  eye  on  the  small  group  of  engi- 
neers, marketers  and  designers  dedicated  to  creating  Newton, 
recording  the  agonies  (and  occasional  ecstasies)  of  their  all- 
consuming  work.  In  the  tradition  of  the  ehte  team  that  creat- 
ed the  Macintosh,  the  process  involved  shghtly  crazy  people 
working  far  into  the  night,  year  after  year,  to  get  things  right. 
In  the  more  recent  tradition  of  the  computer  business,  New- 
ton team  members  spent  a  lot  of  time  and  energy  taking  their 
show  on  the  road  to  create  the  perception  of  a  product  that 
will  save  the  world.  Menuez  was  on  hand  to  witness  both 
paths  of  the  search  for  the  soul  of  a  new  machine. 

Menuez's  photo  essay,  excerpted  here  for  the  first  time, 
appears  in  a  new  book.  Defying  Gravity:  The  Making  of  New- 
ton, to  be  published  in  October  by  Beyond  Words  PubUshing, 
Portland.  Menuez  and  writer  Markos  Koimalakis  tell  a  story 
of  determination,  frustration,  elation — and  no  small  amount 
of  sheer  prestidigitation.  Whether  Newton  will  save  the 
world — or  even  be  able  to  read  the  average  doctor's  handwrit- 
ing— remains  to  be  seen.  The  initial  reviews  are  mixed,  so  for 
the  moment,  the  real  question  is.  Can  Newton  save  Apple? 

▲  In  the  beginning  Newton  logo  designer  Andy  Dreyfus  (left)  inipects 
the  all-important  T-shirt  screen  with  creative  services  team  leader  Keith 
Yamashita. 


▲  With  D  letter  opener  raised  menacingly  over  Newton  product  manager  Michael  Tchao,  star  programmer  Steve  Capps  vividly  illustrates  the 
"have  a  knife  day"  relationship  between  engineering  and  marketing. 

▼  Three  Newton  software  designers  catch  a  15-minute  nap  after  delivering  a  de-bugged  Newton  presentation  for  John  Sculley's  show-ond-tell  at 
a  Chicago  nightclub  in  May  1992,  while  a  colleague  obsesses  over  picture  quality. 


•V  Hi  lie  leuvBb  u  [riBeiiiig  wiin  ine  NewTon  proauci  morKeiing  group,  tnen-Ltu  Kuney  moKes  an  empnatic  point  to  developer  relations  expert 


A  Programmers  Bill  O'Connor,  Bob  Wellcnd  and  Phil  Beisel  (from  leh)  take  a  break  for  a  cold  one  during  a  long  night  of  trying  to  get  the  software  ready 
for  prime  time  just  three  months  before  Newton's  official  August  2  introduction. 
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Scanners  and  Wireless  Networks  Help  Managers  Speed  Operations, 

Reduce  Errors  and  Cut  Costs 


TIIK  W'IKKMCSS  office 
may  he  a  few 
years  down  the 
road,  hut  the 
wireless  ware- 
house, distrihu- 
tion  center  and  transport 
hub  are  here  today.  Com- 
panies that  take  advanta/^e 
of  the  latest  technolo^^y 
find  they  speed  operations, 
reduce  mistakes  and  cut 
costs. 

So  if  you  think  wireless 
computinj^  is  just  a  buzz- 
word, think  again. 

\Miile  attention  has 
been  focused  on  how 
today's  computers  can 
improve  front-office  deci- 
sion making  and  produc- 
tivity, a  little-noticed  rev-  ~ 
olution  is  taking  place  in 
the  back  room.  Mobile  workers  and 
floor  managers  arc  disco\  ering  new 
technology  tools  that  make  ship- 
ping, reeeixing  and  inventory  man- 
agement more  accurate  and  easier 
to  accomplish. 

Large  retailers,  manufacturers, 
distributors,  parcel  and  package 
delivery  and  transportation  compa- 
nies that  handle  tens  of  thousands 
of  products  e\  cry  day  arc  finding 
that  superior  logistics  management 
is  one  of  the  best  ways  not  only  to 
squeeze  new  profits  from  thin  mar- 
gins, but  also  to  dramatically  im- 
prove customer  scrxiee. 

THE  BAR  CODE  MAKES  IT  EASY 

The  cornerstone  of  the  braxe  new 
warehouse  and  enhanced  distri- 
bution is  the  bar  code.  Bar  codes, 
standard  on  product  packaging  and 
most  shipping  containers,  ha\e 
pro\'en  to  be  the  key  to  today's  most 
effective  logistics  systems. 

The  ability  to  scan  bar  codes 
solves  the  problem  of  capturing 
important  information  on  materials 
movement.  Leveraging  this  eapabili- 


The  Symbol  Spectrum  One  network  helps  SAS 
manage  baggage  reconciliation  logistics. 


ty  still  further  are  the  real-time 
mobile  data  communications  facili- 
ties proAidcd  by  Spectrum  Onef  a 
wireless  data  network  developed  by 
S>Tnbol  Technologies,  Inc.,  which  a 
decade  ago  imented  hand-held  bar- 
code scanners. 

To  pick  and  put  away  items,  work- 
ers with  clumsy  clipboards  once  wan- 
dered \ast  aisles;  now  they  make 
rounds  with  hand-held  laser  scan- 
ning terminals  that  exchange  data 
via  the  Spectrum  One  radio  frequen- 
cy network  with  any  t\pe  of  host 
computer. 


Lof$i.stles  iiiniia^(MiuMit 
iiia}|  he  ii'liciT  yoiril/iiid 
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PRODUCTIVITY  CLEARE 
FOR  TAKEOFF 

Baggage  reconciliation  1 
a  challenge  linked  to  pas- 
senger safety  and  scrvicL 
—  one  that  has  been  me 
at  Scandinavian  Airlines' 
(SAS)  hub  at  Newark 
International  Airport. 
Matching  luggage  with 
the  correct  passenger, 
from  preflight  through 
the  baggage  handling 
system  to  final  destina- 
tion, cuts  down  on  secur 
ty  risks  and  lost  bags. 

Passenger  bags  arc 
given  a  unique  bar  code 
and  logged  at  registratir. 
check-in.  Baggage  han- 
dlers scan  the  bar-coded 
baggage  with  the  SvTnbo 
Laser  Radio  Terminal 
(LRT)  just  as  the  bags  are  loaded  in 
to  the  cargo  containers.  The  device 
transmits  the  information  back  to 
the  baggage  reconciliation  host  cor 
puter  on  the  Speetnim  One  nctvvor 
Meanwhile,  S^\S  cheek-in  person- 
nel are  entering  data  into  the  com- 
puter on  all  passengers  who  board 
the  plane.  Luggage  is  matched  witl 
passengers  by  the  computer,  and 
SAS  is  alerted  to  any  discrepancies 
in  enough  time  to  find  a  missing 
bag  or  pull  a  bag  that  is  on  the 
wrong  flight. 

The  SvTTibol  Laser  Radio  Termi- 
nal/Spectrum One  network  brings 
automated  data  management  into 
distribution  centers,  airports,  man- 
ufacturing plants  and  onto  retail 
sales  floors.  Svmbol  Technologies, 
which  designs  bar-code-driven  data 
transaction  sv'stems  to  make  the 
best  use  of  its  Spectrum  One  wire- 
less data  network,  is  focused  on 
logistics  management. 

Why  wireless  technology?  Becaus 
logistics  management  may  be  wher 
you'll  find  your  business  edge.  Justl 
ask  your  competition. 


WHEN  IT  COMES  TO  INVENTORY  CONTROL, 
CAN  YOU  AFFORD  ANY  WEAK  LINKS? 


i&  1993  Symbol  Technologies 


Most  retailers  and  manufacturers  will  agree  that 
bar  code  technology  is  one  of  the  most  important 
inventory  control  innovations  of  the  past  two  de- 
cades. And  that  bar  coding  is  most  effective  when 
used  at  all  levels  of  the  supply  chain,  from  the 
manufacturer  to  the  distribution  center  to  the  final 
point-of-sale. 

They'll  also  agree,  however,  that  linking  all 
these  parts  in  the  supply  chain,  without  any 
hitches,  is  not  always  easy. 

Symbol  Technologies  is  the 
uorld  leader  in  bar  code-based 


data  capture  systems.  Together  with  our  network 
of  business  partners,  we've  implemented  thousands 
of  solutions  around  the  world.  Developing  not  only 
the  technological  tools,  but  also  the  experience 
needed  to  help  you  put  together  a  superior  system 
of  inventory  control.  One  that  can  manage 
inventory  more  effectively,  reduce  ordering  cycles 
and  improve  operational  efficiency.  In  short,  a 
system  with  no  weak  links. 

To  put  our  strength  to  the 
■         m®  test,  call  us  at  1-800-  SCAN- 

n^^^m  234.  Can  you  afford  not  to? 


Changing  the  way  business  worb^ 


▲  While  the  Newton  team  works  in  the  trenches  to  create  a  product,  John  Sculley  prepares  for  o  3:00  a.m.  interview  in  Los  Angeles  on  "CBS 
This  Morning"  to  create  the  perception  of  a  product  the  world  can't  live  without. 

T  In  the  course  of  a  typical  all-nighter,  Steve  Capps,  Martin  Gannholm  and  Walter  Smith  {from  left)  track  down  glitches  at  Capps'  house  in  San 
Carlos,  Calif.,  while  other  programmers  at  Apple  E-mail  dispatches  about  unsolved  mysteries. 


The  MTV  STYLE  of  the  Newton  team  masked  the 
immense  pressure  to  tame  what  one  engineer  called 
"the  monster  in  a  box."  Long  nights,  relentless 
deadlines  and  the  specter  of  failure  took  a  tremen- 
dous personal  toll  on  the  road  to  the  launch. 


A.  Ko  Isono,  one  of  the  youngest  Newton  programmers,  works  into  the  night  to  solve  o  problem  with  the  pen-based  technology.  A  few  months 
ifter  Menuez  took  this  picture,  on  December  12,  1992,  Isono  committed  suicide,  (lower  left)  John  Sculley  signs  his  name  on  a  prototype,  which 
ranslates  his  handwriting  into  text,  (right)  Engineering  vice-president  Larry  Tesler,  who  has  since  left  Apple,  salutes  the  Newton  team  after  their 
)roduct  concept  introduction  at  the  1 992  Consumer  Electronics  Show  in  Chicago. 


By   Robert  X.  Cringely 


WhO;  What  ani 

Visionary  entrepreneurs  were  the  first  to  cash  in  on  such  phenomena 
computing  and  communications  loom  as  the  next  bonanza,  the  big  b 


INVENTING  A  whole  new  indus- 
try requires  being  able  to  see 
opportunity  where  those  who 
came  before  did  not.  It's  a 
matter  of  recognizing  parts  of 
the  existing  infrastructure — 
technologies,  markets,  distrib- 
ution systems — that  may 
have  been  around  for  decades,  and  then 
adding  that  one  extra  element  needed 
to  create  an  entirely  new  economic 
engine  from  what  was  already  there. 
Henry  Fielding  did  this  in  the  mid- 
1 700s  when  he  popularized  the  modem 
novel  by  writing  Joseph  Andrews  and 
then  Tom  Jones. 

In  the  15th  century  Johannes 
Gutenberg  invented  movable  type  to 
print  Bibles,  which  were  used  to  teach 
the  upper  classes  to  read.  The  upper 
classes  had  leisure  time  and  disposable 
income.  It  took  300  years  and  a  Henry 
Fielding  to  make  possible  popular  pub- 
Ushing  and  Ian  Fleming.  This  trend  of 
God-to-Gutenberg-to- 


Goldfinger  happens  over  and  over  again 
in  all  areas  of  business  each  time 
someone  is  the  first  to  see  a  unique 
connection  of  elements  (kid+car+ 
phone+pizza=Domino's)  and  becomes 
rich  beyond  measure  for  that  insight. 

The  Henry  Fieldings  of  high  tech- 
nology have  often  been  individuals  or 
small  companies  willing  to  risk  careers 
and  fortunes  where  more  established 
firms  feared  to  go.  That's  what  hap- 
pened, for  the  most  part,  in  personal 
computers  and  in  cellular  phones.  But 
entirely  because  they  were  shut  out  of 
these  two  recent  gold  mines,  and  are 
determined  that's  not  going  to  happen 
again,  some  of  the  biggest  companies 
in  the  world  are  now  betting  bHUons 
on  something  called  wireless  comput- 
ing. This  is  not  building  computers 
without  wires  but,  rather, 
building  computers  and 
computerhke  devices 
that  are 


linked  to  each  other  and  to  the  rest  oi 
the  world,  sharing  digital  information 
by  radio. 

This  move  to  wireless  is  based  asi 
much  on  desperation  as  inspiration,, 
because  both  the  PC  and  the  telephone 
businesses  are  getting  old.  PCs  already 
sit  on  nearly  every  American  office 
desk  that  can  hold  one.  Our  mature 
phone  system  has  nowhere  to  grow 
Against  this  stagnant  backdrop,  there 
are  25  milhon  American  workers  with- 
out desks,  and  miUions  more  who  reg- 
ularly travel  in  their  work.  So  it  has 
suddenly  occurred  to  companiesi 
including  Apple  Computer,  AT&T,, 
Ericsson,  General  Magic,  I 
Hewlett  Packard,  IBM,  ' 
Matsushita,  McCaw 
Cellular  Communi- 
cations, 


I 


a 


Forbes  ASAP 


i^y  of  Wireless 

^fitable  fields  as  PCs  and  cellular  phones.  Now  that  wireless 
I:  not  about  to  be  left  out. 


Motorola,  Philips,  Siemens,  Sony  and 
regional  Bell  operating  companies  that 
bringing  office-type  communication 
services — voice,  pagmg  and  E-mail — to 
construction  supervisors  in  the  field 
and  salespeople  on  the  fly  is  going  to 
be  a  really  big  business. 

It  had  better  be  a  big  business, 
because  the  current  business  of  build- 
ing personal  computers  is  gomg  av^ay. 
Companies  are  realizing  that  personal 
computmg  is  a  transitional  technology. 
We  don't  compute  to  compute. 
We  compute  to  design  air- 
plane wings  and 
simu- 


late oil  fields  and  calculate  our  taxes. 
We  compute  to  plan  businesses  and 
then  to  understand  why  they  failed.  All 
these  things,  while  parading  as  comput- 
ing tasks,  are  really  experiences.  We 
can  have  enough  power,  but  we  can 
never  have  enough  experience,  which  is 
why  computmg  is  beginning  to  under- 
go a  transition 
from  being  a 
method  of  data 
processing  to 


being  a  method  of  communication. 

On  the  hardware  side,  there  are  four 
types  of  radio  services  competing  for 
our  wireless 
dollars. 


The  future  has 


rive 


IB 


New  PS/2  E 


What's  inside 


Power  supply:  24  watts. 

Save  power.  Help  save  the  earth . 

/          10  'I'active  matrix  TFT  Color  Monitor  or 
/               PS/2  14"  Energy  Saver  Color  Monitor 

Either  one.  a  great  energy-saving  \ 
ergonomic  choice.  \ 

1                   New  Ouief  Touch  keyboard  with 
y       TrackPoint  II.  And  optional  numeric  keypad 

One  IS  right  where  you  write.  The  other  1 
is  right  where  you  calculate.  / 

\                 Processor:  486SLC2  50/25  MHz. 

16KB  Cache.  Up  to  16MB  memory. 

Who  says  you  can't  be  fast  and  powerful  / 
and  still  consume  less  power"? 

\.                  Hard  disk  drive:  120MB 
PCMCIA  (2.01 )  slots:  4  Type 
^^*>„„^__^^  I'sor  irsor2Type  Ill's. 

Lots  of  room  to  grow,  stretch, 
connect  and  add  new 
capabilities. 

Human  by  design. 


PS/2*  E  is  hero.  I'ashionably  early. 
More  than  a  new  look.  A  new 
vision.  A  new  hody,  a  new  spirit,  a 
new  kind  of  eompnter.  The  power- 
ful 186SI,(;2  that  uses  less  power 
tlian  other  l'(]s.  Dramalieally  less. 
Kiierj^y  Star  eonipliant.  Desij^ned 
tor  jj^reatcM-  recyclahility.  Finally, 
eeolo<^y  nitM'ts  t<M'hnology. 


Thin, active  matrix  TFT  color 
screen.  A  masterpiece  on  your 
desk. Or  look  into  the  P^nergy 
Saver  Color  Monitor.  Large, 
crisp,  clear  images.  Kasy,  l  lexi- 
hle,  digital  controls.  CPli  base 
ordy  1 2 "square,  2.5"  high 
(includes  PCMCIA).  Tuck  it 
away.  Out  of  sight.  I\o  Ian. 


Hush,  hush.  And  very  cool. 

IBM  ??507  Colof  Monitor  (aci've  malnx  TFT)  is  initially  available  in  limited  quantities  IBM,  PS/2.  Quiet  and  HelpCenter 
.   ''Mf:"..^;:onal  Busii  ess  M^rhmes  Corporation  ©  1993  IBM  Corp 


P^rgonomics  everywhere.  Flicker 
free  screens.  Brilliant  colors. 
Borderless.  Two-part  keyboard  i{ 
truer  to  your  hands  and  habits. 
With  unique  TrackPoint  11™ 
pointing  device  built  in.  Point  iti 
where  you  want  the  cursor  to  go 
Works  like  the  tip  of  your  f  inger. 
Welcome  to  natural  computing. 

are  registered  trademarks  and  TrackPoint  11  is  a  trademark 


M'  il  willi  cxislin*; applications 
ind  iK'Iworks.  Or  as  a  staiul- 
ilone.  Either  way,  it's  in  a  class 
i\  ilscll.Can  lorni  lollovv 
iin(  lif)n  t<»  truly  cnliglitcncd 
Irsif^n?  Absolutely.  Just 
\  ilch  PS/2  K  lead  the  wav. 


Look  int(»  the  future,  (iail  your 
IBM  marketing  representa- 
tive or  the  Personal  Systems 
HelpC.>nter  at  I  HOO  772-2227 
lor  the  IBM  autlioriz«Ml  dealer 
nearest  you. 


and  within  each  of  these  types  there  an 
competing  technologies.  Coming  from 
the  traditional  mohile  radio  market, 
Ardis,  a  partnership  of  Motorola  and 
IBM,  is  competing  with  Ram  Mohile 
Data  Network,  a  partnership  of  Ram 
Broadcasting  and  BellSouth.  Both  ser- 
vices are  beefing  up  their  networks  to 
offer  two-way  data-only  services  in 
thousands  of  cities  at  speeds  up  to 
19,200  bits  per  second.  This  is  twice  as 
fast  as  the  9,600-bit-per-second  modems 
that  are  becoming  the  standard  for 
computer  communication  over  phone 
Lines  to  services  like  CompuServe  and 
Prodigy.  Ardis  and  Ram  services  are  up 
and  running,  and  promise  to  be  avail- 
able everywhere  in  a  year  or  two,  send- 
ing and  receiving  E-mail,  news  feeds 
and  stock  market  information  for  users 
on  the  go. 

If  there  is  a  problem  with  Ardis  md 
Ram,  it's  that  they  are  data-only  and 
don't  fit  the  glorious  vision  of  One 
Number.  "Wireless  means  the  network 
comes  to  you,"  says  Alain  Rossmann, 
who  has  seen  the  vision.  Rossmann  is 
CEO  of  EO  Inc.,  the  Mountain  View, 
Calif.-based  maker  of  wirelessly  net- 
worked computers  that  have  pen  mput 
rather  than  keyboards.  "The  network 
knows  where  you  are  at  all  times.  The 
telephone  number  is  you.  Phone,  fax, 
data  all  go  to  the  same  number,  and 
that  number  goes  with  you  wherever 
you  are.  But  if  you  have  a  data-only  ser- 
vice like  Ardis  or  Ram,  you  must  have 
another  number  for  voice.  This  gives  an 
advantage  to  a  service  based  on  cellular 
technology,  where  voice  and  data  can 
share  the  same  number." 

Remember  that  Rossmann  mns  EO, 
whose  majority  owner  is  AT&T,  which 
also  owns  a  big  chunk  of  McCaw  Cel- 
lular, America's  biggest  cellular  tele- 
phone carrier.  So  he  has  reasons  to  pre- 
fer cellular. 

Everywhere  already 

Maybe  we  do  too.  Cellular  is  pretty 
much  everywhere  already,  and  coming 
forward  are  two  competing  technolo- 
gies, each  of  which  can  shift  data  back 
and  forth  at  19.2  kilobits  per  second 
without  interfering  with  voice  traffic. 
Cellular  Data  Inc.,  of  Palo  Alto,  Calif., 
has  a  technology  called  CDI  that  runs 
data  traffic  in  the  so-called  guard  bands 
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Goodfellow 
to  Bet  On 

The  most  successful  wireless  computing  entrepreneur  to  date 
doesn't  own  a  wireless  network.  Nor  did  he  even  graduate  from  high  school. 
Geoff  Goodfellow,  38,  founder  and  chairmen  of  RadioMail  Inc.  and  occasional  wearer  of 
harem  ponis,  proves  that  Silicon  Valley  is  still  not  completely  grown  up. 

Goodfellow  quit  high  school  after  failing  on  American  government  and  economics  test  in  order  to 
program  computers  at  SRI  Internationol,  Menio  Park,  Calif.  He's  on  iconoclastic  techie  who  saw  the 
wireless  vision  20  years  ago  when  sent  and  received  E-mail  from  the  beach  over  Hawaii's  AlohoNet, 
the  first  packet  network. 

RadioMail,  hosed  in  Son  Mateo,  Calif.,  is  a  wireless  E-mail  service  bureou  that  links  users  on  the 
Ardis  ond  Rom  Mobile  Data  networks  to  all  major  E-mail  services  in  the  wired  world,  including  MCI 
Mail,  CompuServe  and  Internet.  Its  advantage?  "RodioMoil  shields  E-mail  systems  from  the  wireless 
network  mess,"  says  Goodfellow.  "The  RadioMail  transport  takes  the  messoge,  chops  it  up  [if  neces- 
sary], puts  it  in  packets  for  Ardis  or  Rom  and  sends  it  to  our  operations  center.  At  RadioMail,  the 
message  is  converted  to  an  exit  format  like  cc:Mail  or  Internet,  then  sent  out  over  the  wired  network 
to  its  destination." 

The  several  thousand  RadioMail  customers  pay  $99  to  sign  up  and  S89  per  month,  which  includes 
100  messages.  Additionol  messages  are  29  cents  each.  Until  the  end  of  the  year,  RadioMail  is  offering 
unlimited  messages  for  the  $89  price.  "One  customer  sends  seven  megabytes  per  month,"  says  Good- 
fellow. "He's  the  biggest  wireless  network  user  in  the  world,  and  most  of  it  is  straight  from  the  beach." 

RadioMail  users  automatically  receive  another  service  called  News  Factory,  which  extracts  stories 
ond  information  from  major  wire  services  and  on-line  data  feeds,  sending  each  user  o  steody  stream 
of  customized  information.  "News  Factory's  niche  is  reol-fime  access,"  says  Goodfellow.  "We  wont  to 
cut  information  float — the  time  from  the  event  to  when  you  know  about  it — to  zero.  We  do  that  by 
making  the  information  come  to  you,  rather  than  you  going  to  it." 

Until  this  summer  when  the  company  moved  to  new  digs  in  Son  Mateo,  oil  this  RadioMail  octivity 
took  place  in  Goodfellow's  living  room  in  MenIo  Pork,  Calif.,  running  on  50  phone  lines  and  a  bonk 
of  25  workstotions.  The  move  to  better  quarters  come  after  RodioMoil  received  $3  million  in  venture 
funding,  the  largest  port  provided  by  Motorola,  which  sees  RodioMoil  as  a  strotegic  element  in  the 
growth  of  wireless  computing. 

"Our  design  philosophy  is  'we  don't  know  whot  the  customer  wants,'"  says  Goodfellow  We're 
changing  our  business  oil  the  time  as  we  learn  what  customers  wont.  In  five  yeors,  RodioMoil  will  be 
completely  different,  but  it  will  still  be  a  service  business  that  makes  me  money  while  I  sleep." 


(>omputer  companies  today  are  facing  more  and  more 
!i;illenges  than  ever  before.  Challenges  such  as  the  call  for 
i  iperior  customer  service.  Not  to  mention  handling  more 
u!ls.  Which  means  busier  customer  service  representatives. 
•  s  well  as  more  busy  signals.  Bigger  problems,  smaller 
in  ifit  margins.  How 
:in  your  company 
irovide  high-quality 
ustomer  service  at 
M  affordable  cost? 
)nipanies  like 
lorland,  Micro-Sota, 
lacEasy  and  Philips 
onsumer  Electron- 
:s  are  doing  it  with 
mMultiQuest 
00  Service. 

Imagine  a  service  that  lets  your  customers  select  the 
ustomer  service  option  that  best  meets  their  needs, 
hats  because MidtiQuest  900  Service  can  be  used  in  a 
ariety  of  ways.  For  example,  you  can  supplement  your 
eneral  inquiry  line  by  opening  up  a  900  number  to  pro- 
ide  purely  technical  support.  Customers  get  the  expert 


Now  You  Can  Pay 
More  Attention  To  Your 
Customers  And  Spend 
Less  Money  Doing  It 


help  they  need  quickly  and  easily— because  the  call  goes 
directly  to  technical  support  staff.  They  can  even  receive 
faxback  instruction  sheets  via  900  service. 

But,  just  as  important  as  keeping  your  customers  satisfied 
is  keeping  your  companv  profitable.  KT&T MultiQuest  900 

Service  lets  you  deter- 
mine the  cost  that 
your  customers  will 
pay  for  each  call. 
Then,  AT&T  handles 
billing  and  collec- 
tions and  forwards 
the  proceeds  to  you. 
So  you  can  afford  to 
help  more  and  more 
people. 

With  all  of  these 
advantages  you'll  probably  want  to  speak  to  an  AT&T  special- 
ist about  making  kT&T MidfiQuest  900  Service  work  for  you. 

ATSlT  The  Best  in  the  Business^'' 

Call:  1 800 809-0900 

between  Sam.  and  6p.m.  Central  time. 


MultiQuest^ 
0  Service 
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FOR  THE  SAME  LOW  P 
DELIVERS  WHAT  OT 


Two  superservers  strapped  together — hoping  to  achieve  reliable  computing. 


LOW-PRICED  SUPERSERVERS* 


•For  example:  Hewlett-Packard,"  SUN;"  IBM"  DEC." 


UNIX  and  TUXEDO  are  registered  trademarks  of  UNIX  Systems  Laboratories,  Inc.  in  the  U.S.  and  other  countries. 
Tandem  is  a  registered  trademark  of  Tandem  Computers  Incorporated  in  the  U.S.  and  other  countries. 
Hewlett-Packard,  SUN,  IBM  and  DEC  are  trademarks  of  their  respective  companies. 


;e.  the  new  tandem 
servers  can't. 


Tandem's  complete  parallel  solution  —  designed  for  reliable  computing. 


SAME  PRICE  AND: 

The  one-and-only  complete  parallel  solution  is  priced  the  same  as  two  superservers  with  comparable  performance. 

LOWEST  COST  OF  OWNERSHIP:  1/10'"  THE  SUPPORT  COSTS  OF  OTHER  SERVERS. 

When  you  consider  day-to-day  operations,  the  cost-saving  advantages  of  Tandem'"  servers  increase  rapidly  over  time. 

FAULT  TOLERANCE  FOR  FREE. 

It's  built  into  our  hardware  and  software  so  your  system  will  continue  to  operate  despite  the  failure  of  any  single  component. 

PERMANENT  AVAILABILITY. 

Tandem  servers  are  up  and  running  24  hours  a  day,  7  days  a  week,  so  you  can  meet  your  customers'  needs  around  the  clock. 

UNMATCHED  DATA  INTEGRITY. 

Regardless  of  the  conditions,  all  the  information  in  your  Tandem  system  will  be  constantly  protected  from  loss  or  corruption. 

20,000:1  SCALABILITY 

Because  you  can  quickly  and  easily  expand  as  your  needs  grow,  there  is  virtually  no  application  too  big  for  a  Tandem  system. 

TRUE  RISC-BASED  PARALLEL  ARCHITECTURE. 

Unlike  conventional  servers.  Tandem  systems  are  built  from  the  ground  up  to  deliver  all  the  advantages  of  parallel  architecture. 

UNIX®  PERSONALITY 

And  the  only  fault-tolerant  parallel  system  which  will  run  TUXEDO? 

19  YEARS  OF  PROVEN  EXPERIENCE. 

Tandem  introduced  the  power  of  parallelism  for  commercial  applications  in  1974— and  we've  been  building  on  it  ever  since. 


TANDEM 


To  find  out  how  to  get  real  reliability,  return  the  reply  card  or  call  1-800-959-2492,  Ext.  311, 
for  a  free  copy  of  our  28-page  report  titled,  "Reliable  Computing  at  No  Price  Premium." 


Wireless 


that  separate  cellular  voice  channels. 
Against  CDI,  a  consortium  of  IBM  and 
most  of  the  regional  Bell  operating 
companies  is  supporting  Cellular  Digi- 
tal Packet  Data  (CDPD),  a  technology 
that  stuffs  data  into  the  lulls  in  voice 
conversations,  leaving  the  guard  hands 
to  do  their  guarding.  Using  either  tech- 
nology, cellular  users  will  he  ahle  to 
talk  to  their  hrokers  while  download- 
ing stock  market  information  or  receiv- 
ing faxes  at  the  same  time. 

"In  the  U.S.,  the  cellular  guys  found 
gold,"  says  Rossmann.  "Now  they 
want  into  data.  Craig  McCaw  said  at  a 
meeting  I  attended,  'I  like  the  gold, 
now  I  want  the  platinum.'  That's 
CDPD."  Whereas  Ardis  and  Ram  are 
already  operating,  CDI  and  CDPD  have 
yet  to  be  implemented  beyond  tests. 

A  third  wireless  technology  is  pro- 
moted primarily  by  groups  that  have 
no  investment  in  either  mobile  radio  or 
cellular  telephones.  This  group,  led  by 
Apple  Computer  and  Mtel,  best  knovm 
for  its  SkyTel  satellite  paging  service,  is 
pushing  a  low-power  microcellular 
technology  that  operates  in  the  900- 
megahertz  band.  The  digital  voice  and 
data  service  uses  1990  technology, 
rather  than  the  1970  technology  of  the 
present  cellular  system.  Called  personal 
communication  service  (PCS)  in  the 
U.S.,  this  microcellular  service  already 
exists  in  Paris  and  Strasbourg,  where 
French  Telecom  calls  it  Bebop.  In  Paris, 
10,000  subscribers  signed  up  the  first 
month  Bebop  was  available.  Apple  sells 
a  PowerBook  notebook  computer  in 
Paris  that  has  Bebop  built  in. 

This  low-power  technology  plays 
well  in  high-density  places  like  Paris 
and  New  York.  But  the  U.S.  is  a  low- 
density  country,  so  this  technology 
won't  sell  well  outside  the  big  cities. 

Mtel  has  already  received  permis- 
sion from  the  Federal  Communications 
Commission  to  build  a  network  cover- 
ing 300  cities.  By  the  end  of  the  year, 
the  FCC  says  it  is  likely  to  grant  up  to 
two  additional  national  hcenses  for  this 
kind  of  service. 

Probably  the  ultimate  in  wireless 
voice  and  data  service  will  come  from 
Iridium,  Motorola's  satellite  network 
for  business  users  that  is  based  entirely 
in  space.  Iridium  users  will  communi- 
cate with  a  constellation  of  66  satel- 


lites circling  the  earth  in  low  orbits, 
offering  voice  and  data  service  any- 
where in  the  world  and  completely 
bypassing  local  phone  companies, 
which  is  a  distinct  advantage  when 
calling  to  or  from  cheery  places  like 
Nigeria  and  Tibet.  The  $3.4  bilhon  sys- 
tem, which  IS  supposed  to  be  in  service 
by  1997,  is  projected  to  cost  $3  per 
minute,  whether  the  user  is  talking 
across  the  street  or  across  the  world. 

Iridium  got  its  name  because  the 
original  plan  was  to  launch  77  satel- 
htes  and  iridium  is  the  77th  element  in 
the  periodic  table.  Technical  improve- 
ments later  allowed  the  number  of 
satellites  to  be  cut  to  66,  but  Motorola 
decided  against  changing  the  name  to 
dysprosium,  the  66th  element. 

Which  wireless  technology  will 
dominate?  For  the  first  time  in  the  his- 
tory of  computing  or  communication, 
it  probably  won't  matter,  because  we 
are  rapidly  approaching  the  point 
where  any  wireless  computing  device 
will  work  with  any  communication 
standard.  "We  can  adapt  to  any  radio," 
says  EO  CEO  Rossmann.  "DSP  [digital 
signal  processing]  technology  is  making 
it  a  software  issue  to  switch  from  Euro- 
pean to  U.S.  to  Japanese  standards." 

Software  Agents 

But  what  do  we  do  with  these  things? 
Software  agents  will  be  a  critical  part  of 
making  wireless  more  than  just  an 
extension  of  the  current  phone  system. 
Agents  are  chunks  of  computer  code 
that,  say,  keep  a  eye  on  American  Air- 
lines' Sabre  reservation  system  and 
alert  you  if  your  plane  is  going  to  be 
delayed. 

Agents  can  even  be  used  to  get 
around  having  to  know  that  One  Tele- 
phone Number,  according  to  Bob  Kav- 
ner,  chief  executive  for  the  multimedia 
group  at  ATSCr.  Kavner  says  that  AT&T 
will  offer  an  automated  directory  ser- 
vice that  will  be  able  to  send  a  fax  to, 
say,  "Jim  in  Spokane." 

General  Magic,  an  Apple  spin-off 
with  investors  including  AT&T,  Mat- 
sushita, Motorola  and  Sony,  plans  to 
ship  by  the  end  of  this  year  its  Tele- 
script  and  Magic  Cap,  two  software 
programs  that  make  especially  clever 
use  of  agents.  Magic  Cap  is  the  user 
software  that  will  run  on  computing 


devices  made  by  General  Magic 
licensees.  Telescript  is  software  that 
escorts  voice  and  data  on  dissimilar 
networks.  The  combination  of  the  two 
programs  is  powerful.  Fill  out  a  Magic- 
Mail  postcard  and  stamp  COD  on  it, 
and  not  only  will  a  Telescript  agent  see 
that  the  message  gets  to  its  destination, 
but  it  will  reverse  the  transmission 
charges  without  the  user  even  having 
to  know  how  charges  are  assessed  at 
the  receiving  end. 

Agents  are  at  the  heart  of  value- 
added  services  that  wireless  companies 
are  determined  we  are  going  to  buy  in 
volume.  These  services,  and  the  busi- 
ness of  providing  them,  are  a  large  part 
of  the  appeal  of  wireless  for  companies 
like  Apple,  which  in  the  past  have  gen- 
erally been  unable  to  gain  further 
income  from  a  user  once  the  computer 
leaves  the  store.  This  is  why  Apple 
announced  in  June  that  it  was  offering 
its  AppleLink  global  on-line  informa- 
tion and  communication  service  to 
PowerBook  users. 

"The  real  pot  of  gold  in  [wireless]  is 
not  in  selling  the  devices,  but  in  selling 
communication  and  information  ser- 
vices to  be  consumed  by  those 
devices,"  according  to  Bill  Ablondi, 
principal  analyst  for  BIS  Strategic  Deci- 
sions, in  Norwell,  Mass.  Ablondi  esti- 
mates that  7.7  million  wireless  devices 
will  be  running  in  the  U.S.  by  the  end 
of  the  decade.  This  would  be  a  $1.6  bil- 
hon hardware  market,  but  it  would  be 
accompanied  by  $4.4  bilhon  in  annual 
network  services.  It's  the  knowledge 
workers  who  will  be  paying  for  all  these 
services,  simply  because  they  are  there. 

The  cost  of  all  these  added  services 
comes  in  money,  in  time  and  in  an 
ever  greater  loss  of  privacy.  When  my 
family  took  that  DC -6  to  visit  grandpar- 
ents in  the  late  1950s,  we  could  sleep, 
read,  look  out  the  wmdow,  fight  for  the 
window  or  eat.  Now  add  to  that  list 
being  paged,  making  and  receiving 
phone  calls,  and  sending  and  receiving 
wireless  E-mail. 

The  good  part  is  now  we  can  do  real 
work  from  the  beach  in  Hawaii.  The 
bad  part  is  now  we  can  do  real  work 
from  the  beach  m  Hawaii.  @1 

Robert  X.  Cringely  is  the  field  editor 
for  Infoworld. 
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ETTER  Ways  Of  JiuHMtrFoR  Better  Ways  Of  Working 


ompetition  is  fierce.  Times  liave  changed.  And,  your  employees  need  better 
and  education  to  keep  up.  Better  ways  of  working.  Better  ways  of  competing. 

■M  We  can  help  you  train  for  change.  We're  ITC,  leaders  in  the  world 

^  of  interactive  multimedia  training.  Our  innovative  approach  to  training 
at  helps  you  solve  the  workplace  challenges  we  all  encounter  today: 
literacy,  productivity,  and  quality.  Our  extensive  library  of  Activ" 
ctive  multimedia  courseware  cuts  training  costs,  and  lets  your  employees  learn 
ir  own  pace,  based  on  their  individual  abilities.  Your  employees  will  learn 
better,  and  retain  more. 

ind  out  how  interactive  multimedia  training  can  make  a  difference  in  your 
my.  Call  1-800-638-3757  or  send  in  the  coupon. 


YES!  Send  Me  A  Free  Copy  Of 
"Interactive  Multimedia  In  Training 
And  Education." 

Name  

Title  

Company  

Address  

City  

State/Zip  

Phone  (  )  

Mail  To:  Indiistria!  Training  Corporation 
13,S15  Dulles  Technology  Drive 
Herndon.VA  22071-3416 


By   Nancy  Rutter 


k  n  an  unusually  gray  mom- 
II  ni  ^  southern  California 
I  III  ^'^^^  June,  presentation 
I  III  coach  Jerry  Weissman  sat 
in  a  cramped,  windowless 
cubicle  facing  his  usual 
task:  readying  a  trio  of 
clumsy,  anxious  high-tech 
executives  for  the  most  important  busi- 
ness trip  of  their  careers — the  road 
show  to  sell  their  company's  initial 
pubhc  offering. 

Weissman's  three  clients  barely 
looked  up  to  the  chore  of  peddling 
their  stock,  never  mind  peddling  them- 
selves, to  sophisticated  institutional  in- 
vestors on  Wall  Street  and  around  the 
w^orld.  Clad  in  common  techie  attire — 
rumpled  Dockers,  short-sleeved  sport 
shirts  and  Nikes — they  guzzled  Diet 
Cokes  and  ate  gooey  pastries.  They 
slumped  in  their  seats  and  bear-hugged 
their  chests.  They  squirmed. 

Such  unruly  pupils  might  scare  off  a 
typical  speech  teacher,  but  not  Weiss- 
man,  who  tackles  the  job  of  polishing 
high-tech  nerds  with  unbridled  exuber- 
ance. This  day  was  no  different.  Weiss- 
man,  a  natty  dresser  who  favors  Italian 
suits  and  loud  suspenders  (one  pair  fea- 
ttires  Lady  Godiva),  launched  into  his 
spiel  with  characteristic  theatncality. 
Sitting  ramrod  straight,  he  mim- 
icked with  his  facial  expres- 
sions and  hand  gestures  com- 
mon mistakes  executives 
make  in  giving  a  presentation. 
"You  know  what  happens 
when  you  just  data-dump  on  an 
audience?"  Weissman  asked 
as  his  hands  swept  to 
ward  the  slouched  ex- 
ecutives. "The  audi- 
ence goes  into  the  big 
MEGO  —  My  Eyes 
Glaze  Over."  Then  he 
asked,  "You  know 
what  an  audience 
thinks  of  a  manager 
who  can't  effectively 
handle  a  30-minutc  ^ 
presentation?  'If  this 
guy  can't  handle  a  30- 
minute  presentation, 
how  can  he  handle  a  $30 
million  company?'" 

So  it  goes  with  every  pro 
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gram  Weissman  produces,  until  his 
flamboyant  personality  elicits  a  spark 
from  his  reticent  pupils.  That's  only 
day  one.  His  IPO  sessions  run  for  four 
days,  or  until  his  unrefined  subjects  are 
transformed  into  rehearsed,  more  confi- 
dent speakers.  That  doesn't  mean  every 
engineer  Weissman  encounters  could 
fill  in  as  White  House  spokesperson, 
but  he  often  seems  to  manage  the  im- 
possible. This  klutzy  threesome  was  no 
exception.  After  Weissman's  regimen, 
they  pulled  off  a  successful  road  show 


tions  Ltd,  in  1988.  That's  because  his 
work  often  translates  into  real  dollars, 
He  has  schooled  and  improved,  by 
varying  degrees,  the  nerdish,  skittish, 
boorish  and  boring  managers  of  some 
80  companies  preparing  for  the  grueling 
selling  tour  known  as  the  IPO  road 
show.  In  all  but  a  few  cases,  Weiss- 
man's tutoring  has  paid  off  by  increas- 
ing the  value  of  the  stock.  One  recent 
example:  the  sizzling  issue  last  April 
for  financial  software  maker  Intuit  Inc., 
Menlo  Park,  Calif.,  which  went  public 


lenys  CEO 
Cnarm 
School 


For  the  charisma-deprived  facing  their  first  show-and- 
tell  for  investors,  presentation  is  the  problem.  These 
days,  a  wizard  of  aaaaahs  named  Weissman 

is  often  the  solution. 


and 
"  stock 
offering  in  early  July, 
raising  $28  million. 

Weissman's  talent 
for  buffing  up  tech- 
nology's   dull  and 
dreadful  has  dazzled 
the  high-tech  com- 
munity since  he 
opened  Santa  Clara, 
Calif. -based 
Power  Presenta- 


at  $20  per  share,  although  the  filing 
range  was  initially  $15  to  $17. 

Equally  intriguing  is  this:  In  an  in- 
dustry known  for  its  tedious  speakers 
and  taciturn  personalities,  Weissman's 
ascendancy  has  been  swift.  Not  only 
has  he  grabbed  the  attention  of  high 
tech's  celebrities,  but  he  has  persuad- 
ed them  to  listen  to  him  and  pay  him. 
He  thus  is  associated  with  some  of 
the  industry's  highest  fliers  (Cisco 
Systems  Inc.)  and  its  biggest  hitters 
(Microsoft  Corp.'s  Bill  Gates)  and  leg- 
endary long-winded  speakers  such  as 
Borland  International  Inc.'s  Philippe 
Kahn  and  Cypress  Semiconductor 


Forbes  ASAP 


MAKING  DIVERSE  SYSTEMS  WORK  TOGETHER 
ISN'T  NEW.  MAKING  THEM  DO  SO  PROFITABLY  IS. 


Back  in  the  1980's  it  seemed  like  everybody  was  talking  about  compatibility,  or,  more  accu- 
rately, the  lack  of  it.  If  you  were  like  most  people,  you  invested  in  isolated  workstations,  and  then 
discovered  how  expensive  it  would  be  to  make  them  compatible. 

At  Bull  we  believe  that  a  company's  information  systems  should  lead  to  greater 
^    profitability  by  maximizing  past  investments  while  establishing  a  clear  path  to  the 
future.  Which  is  why  we  created  the  Distributed  Computing  Model.  This  innovative 
^    new  Model,  toge ther  ^  with  a  wide  range  of  professional  services 

integration  capabilities  available  from 
Bull,  can  distribute  your  total  com- 
puting resources  throughout 
your  company. 


Based  on  today's 
"  open  network  standards, 
the  Distributed  Computing  Model— in  addition  to  the  combined 
talents  of  thousands  of  men  and  women  from  Bull— can  help  the  wheels  and  cogs 
of  your  organization  turn  together  in  the  right  direction.  We  can  save  you  time  and  money,  and  allow  you 
to  be  more  responsive  to  your  business  needs.  If  you'd  be  interested  in  learning  more  about  what  the 
Distributed  Computing  Model  can  do  for  your  business,  please  call  508-294-6000.  Worldwide 


Information 
Systems 


Bull 


DISTRIBUTED  COMPUTING  MODEL. 
INVEST  IN  YOUR  ENTERPRISE. 

U.S.  Headquarters:  Bull  HN  Information  Systems  Inc.,  Technology  Park,  Billerica,  MA  01821 

©  1992  Bull  HN  Information  Systems  Inc. 


The  only  name 

N  OFFIC 

Rnasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation-that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic®  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 
call  1-800-843-0080.  ext.  4127. 


Print  It.   Monitor  It.   Compute  It.   Fax  It. 


CIF2-FOA 


U  NEED  TO 
QUIPMENT. 


THE  PANAFAX  UF-755  PLAIN  PAPER  LASER  FAX. 
THERE'S  NOTHING  PLAIN  ABOUT  nS  FULi-FEATURED  PERFORMANCE. 

Resenting  the  Panafax  UF-755,  the  dual  access  facsimile  that  gives  you  the 
performance  you  need,  at  a  price  that  won't  slow  you  down. 
With  its  3-Second  Quick  Scan  and  6-Second  transmission  speed*  the  UF-755  keeps 

your  office  moving.  And  its  modular  design  allows 
\\  \  you  to  easily  upgrade  both  its  standard  28-page 

memory  and  its  standard  250-sheet  paper  capacity. 
The  UF-755  even  reproduces  superior  halftones  with 
its  64  level  gray  scale.  All  with  the  uncompromising 
clarity  of  laser  technology. 
Combine  these  features  with  an  easy  to  use  all-in-one  supplies  cartridge  and  an 
environmentally  friendly  ozone-free  operation  and  it's  plain  to  see— the  UF-755  is 
everything  you're  looking  for  in  a  plain  paper  laser  fax. 


»  1 


:an  It.  Store  It.  Type  It.  Phone  It.  Copy  It. 


Panasonic. 

Office  Automatlon^^v^^ 


*All  references  to  memory  capacity  and  trjnsmisston  speed  are  based  on  CCITT  Test  Chart  No.  1. 
The  UF-ySS  uses  a  CCITT  14.4  Kbps  modem. 


—  Charm  School 


Do... 

Be  expansive.  Gestures 
can  be  used  to  illustrate 
what  the  words  are 
saying.  A  large 
opportunity,  for  instance, 
should  appear  large. 


Corp.'s  T.  J.  Rodgers. 

Cypress  CEO  Rodgers  explains 
Weissman's  appeal.  "I'm  a  left-brain  en- 
gineer and  I  deal  in  facts.  So  my  first 
pass  [at  a  speech]  is  always  too  long.  But 
Jerry  can  pick  the  salient  features.  He  is 
like  the  impressionist  painter  to  my  re- 
ahst  style.  He  picks  out  what  look  hke 
dabs  of  paint,  but  when  I  step  back,  he's 
created  the  same  image  as  I  had  created 
myself  with  twice  as  many  strokes." 


JERRY'S  Presentation  Tips 

•  You  must  own  your  presentation. 

•  You  must  verbalize  your  presentation. 

•  You  must  get  the  story  straight. 


It's  this  ability  of  Weissman's — to 
cull  the  important  points  from  a  mish- 
mash of  high-tech  mumbo  jumbo  and 
turn  them  into  a  snappy,  crystallized 
story — that  sets  the  59-year-old  TV  pro- 
ducer-turned-coach apart.  Like  his 
many  competitors  in  the  executive  ed- 
ucation field,  Weissman  works  with 


clients  on  graphic  presentations  and 
delivery  skills.  He  simplifies  busy 
slides  and  convinces  managers  to  focus 
on  the  audience  as  opposed  to  their 
note  cards. 

Weissman,  however,  believes  that 
breaking  bad  habits  ought  to  be  reserved 
largely  fof  training  "dogs  and  marines." 
He  focuses  instead  on  helping  high-tech 
executives  create  a  concise,  well- 
planned  story.  That's  the  cornerstone, 
Weissman  says,  of  a  powerful  presenta- 
tion. It's  this  twist  in  his  coaching 
method  that  makes  him,  and  his  gradu- 
ates, stand  out  and  make  money. 

Weissman  never  dreamed 
he  would  wind  up  coaching 
engineers  when  he  studied 
drama  and  hne  arts  at  New 
York  University  and  Stanford  Universi- 
ty in  the  1950s.  He  was  angling  for  a 
TV  career.  A  chance  meeting  at  Stan- 
ford with  an  engineering  student 
named  Ben  Rosen  permanently  linked 
Weissman's  future  to  the  technology 
industry;  Rosen  later  became  the  ven- 
ture capital  backer  of  numerous  high- 
tech successes,  including  Borland, 
Lotus  Development  Corp.  and  Compaq 
Computer  Corp.,  where  he  serves  as 
chairman. 

The  two  met  over  a  woman  in  1956. 
"I  was  with  this  girl  at  the  Stanford- 
UCLA  game  in  Los  Angeles,  and  it 
wasn't  going  well,"  Rosen  confesses. 
"And  she  knew  Jerry.  At  halftime,  she 
mtroduced  us  and  told  me  I  was  driving 
back  to  Stanford  with  him.  She  wanted 
to  take  a  plane! 
I  don't  know 
what  happened 
to  her,  but  I've 
been  friends 
with  Jerry  for  35 
years."  They've 
kept   in  close 
contact  despite 
the  disparity  in 
their  career  paths.  Framed  in  Weiss- 
man's office,  for  example,  is  a  letter 
from  the  1960s  addressed  to  "Jerry 
Weissman,  Boy  Producer."  The  sender: 
"Ben  Rosen,  Boy  Tycoon." 

In  1960,  Weissman  joined  New 
York  City's  WCRS-TV  as  a  producer  of 
public  affairs  shows,  where  he  honed 


many  skills  he  still  uses.  "What  I  did 
was  bring  lay  people  into  the  studio, 
got  their  stories  straight,  provided 
graphic  support  and  got  them  feeling 
good,  looking  good,"  Weissman  says. 
"That's  the  same  thing  I  do  with  my 
business  clients."  As  associate  produc- 
er of  a  documentary  series  called  "Eye 
on  New  York,"  Weissman  also  learned 
how  to  put  a  speaker  on  the  hot  seat 
The  show  featured  a  tough  young  re 
porter,  Mike  Wallace,  who  demanded| 
hard-nosed  dnlling  from  his  producers 
"If  the  questions  weren't  toughi 
enough,"  Weissman  remembers,  "he'dl 
accuse  you  of  feeding  him  baby  puke.  II 
got  very  good  at  asking  the  right  ques- 
tions." 

After  10  years  at  WCBS,  Weissman 
quit  to  freelance.  He  moved  to  Los 
Angeles,  where  he  produced  some  TV, 
including  a  special  featuring  comedian 
Alan  King.  He  wrote  screenplays. 
One,  a  thriller  called  The  Zodiac\ 
Killer,  was  turned  into  a  novel  that 
sold  53,000  paperback  copies.  His  ca- 
reer hit  some  "dry  spots"  during  hisi 
writing  period,  he  admits,  but  produc-| 
ing  bailed  him  out.  In  1982,  he  pro- 
duced two  soap  operas.  | 

Weissman  supplemented  his  in- 
come by  occasionally  working  as  a 


Do  Not... 

Clasp  or  clutch. 
Clasping  the  hands  makes 
a  presenter  look  protective 
or  defensive. 
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Forbes  ASAP 


"Yes.  IBM. 


- 

Of  course,  IBM  is  a 
worldwide  leader.  And  in 
many  areas  of  the  computer 
business,  we  are  y  ^ 

the  biggest.  But  ^ 
we'll  be  the  first  to  admit,  there's  one 
area  where  we  aren't  the  leader.  Yet. 

In  Disaster  Recovery,  we're  still  the 
little  guy,  so  to  speak.  We  weren't  the 
first  to  get  into  the  DR  business,  nor  are 
we  the  biggest  player. 

And  let's  face  it,  when  you  are  the 
underdog  you  have  to  do  more,  includ- 
ing whatever  it  takes  to  win  you  over. 
If  that  means  jumping  through  a  few 
hoops  for  you,  so  be  it. 

Consider  a  few  facts  about  our 
Business  Recovery  Services. 

Hot  sites,  remote  sites  and  sites  unseen. 

To  begin  with,  we  have  more  sites 
than  anyone.  So  if  disaster  does  strike. 


//of  .S'ifp.s 
Remote  Sites 
Additional  Hackup  Sites 


IBM  is  the  underdog,  so  well  do 

whatexwr  it  takes  to  get  your  business.  i 

you  don't  have  to  worry  about  waiting 
in  line  to  get  your  business  going  again, 
because  there  won't  be  a  line.  We  have 
^^^1  1 3  strategically-located  hot  sites 
[^Hw  nationwide  as  well  as  another  12 
^^rreniote  sites.  And  unlike  any  of 
our  competitors,  we  even  back  up 
our  backup.  If  need  be,  we  can 
tap  into  IBM  facilities  all  over  the 

^  country.  As  a  result,  we  can  assign 
^^B^a  site  to  you  the  moment  you 
^^HPcall  us,  and  you'll  be  up  and 
running  again  in  no  time. 

No  matter  what  type  of  equipment 
you  have,  high-end  or  midrange  systems 
advanced  workstations  or  personal  com- 
puters, we  can  customize  a  hot  site  to 
meet  the  needs  of  your  backup  plan. 
And  we  encourage  you  to  test  your  plan 
on-site  at  least  once  a  year. 

Now  for  those  of  you  who  worry 
that  we  only  cover  IBM  equipment,  not 
to  worry.  We  have  more  competitive 
equipment  available,  including  DEC^ 
Tandem;  Unisys' 'and  Stratus^  than  any- 
one else  in  the  business. 


lie  flexible  contract. 

Believe  it  or  not,  we  are  the  most  flexi- 
ble. When  you  sign  a  contract  with  us,  you 
:^et  one  important  option  you  don't  get 
with  our  competitors.  You  can  get  out  of  it. 
[f  for  any  reason  you're  not  happy  after  12 
months,  you  can  cancel  for  a  minimal  fee. 
Whereas  with  our  competitors,  you're 
locked  in  for  5  years,  Hke  it  or  not. 
We're  so  flexible,  we'll  even  let  you 

upgrade  or  down- 
grade your  contract, 
at  any  time,  with  no 
strings  attached. 

And  don't 
overlook  the  fine 
print  in  our  com- 
petitors' contracts. 
You'll  discover  that  if  your  plan  covers 
mainframes,  you  could  pay  up  to  $40,000 
just  to  declare  a  disaster.  With  us,  there's 
never  any  charge. 

Just  a  few  more  good  reasons  for 
signing  on  with  IBM. 

Nobody's  too  big,  or  too  small,  for  IBM. 

We  want  your  business,  no  matter 
what  size  business  you  have.  We'll  help 
you  work  out  your  own  individual  plan  (we 
even  have  consultants  who  can  write  the 
plan  for  you),  and  because  we  are  the  big 
guy  when  it  comes  to  service  and.. 
support,  nobody  can  take  better   ^ijB^  «| 
care  of  you  than  we  can.  ^  . 

If  you  need  our  help 
internationally  as  well, 
ilBM  Business  Recovery 
Services  are  available 


junip  through 
hoops  for  you 


in  over  40  countries  worldwide. 

Which  brings  us  to  the  bottom  line. 
We  think  you'll  be  quite  surprised  when 
you  discover  how  aflbrdable  our  Business 
Recovery  Services  can  be. 

The  number  to  call  before  disaster 
strikes:  1-800-365-4426,  Kxt.  230. 

We  hope  you  now  have  a  little 
different  picture  of  us,  and  you're  ready 
to  take  action. 

Just  send  in  the  attached  business 
reply  card  or  call  our  800  number. 
We'll  send  you  more  information  and 
answer  any  questions  you  have.  Or  if 
you  want,  we'll  be  happy  to  set  up  an 
appointment  for  you  with  one  of  our 
IBM  Business  Recovery  Specialists. 

We  think  you'll  find  IBM's 
Business  Recovery  Services  to  be  more 
innovative,  flexible  and  competitive 
than  you  ever  thought  possible. 

After  all,  we  have  —      ^  —  — 
^very  intention  of  be-  ^  ^— ^  j^lTZ 
coming  the  top  dog.  — —  - 

Business  Recovery  Services 

Provided  by  Integrated  Systems  Solutions  Corp. 

Integrated  Systems  Solutions  Corp  ,  is  a  subsidiary  of  IBM  IBM  is  a  trademark  of  IBM  Corp 
DEC.  Tandem,  Unisys  and  Stratus  are  trademarks  of  Digital  Equipment  Corp  , Tandem 
Computers  Inc  .  Unisys  Corp  and  Stratus  Computer  Inc  ©1993  IBM  Corp 
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— Charm  School 


speech  coach,  a  field  that  took  off  in 
the  mid-1980s  because  of  portable 
video  cameras.  It  wasn't  until  a  visit 
with  his  old  friend  Rosen  in  1987  that 
the  idea  for  a  Sihcon  Valley-based  busi- 
ness began  to  take  shape.  "He  helped 
me  with  a  speech  I  was  working  on, 
and  he  was  very  good,"  Rosen  says.  "I 
got  to  thinking  about  all  the  terrible 
talks  I  had  listened  to  at  high-tech 
events  over  my  career.  All  of  a  sudden, 
I  saw  a  huge  opportunity." 

Weissman  initially  wasn't  keen  on 
the  idea;  he  preferred  writing  to  run- 
ning a  business.  Still,  Rosen  convinced 
him  to  try  a  sample  program  at  Com- 
paq with  then-CEO  Rod  Canion,  a  stiff 
presenter  who  labored  under  the  bur- 
den of  a  technical  background.  "He 
was  a  quiet  and  unenthusiastic  speak- 
er," Weissman  says  of  Canion.  "He  just 
needed  a  little  salsa."  Apparently, 
Weissman  delivered  it.  Rosen  loaned 
him  money  (less  than  $250,000,  which 
was  later  repaid)  to  start  Power  Presen- 
tations in  1988. 

The  respected,  and  persuasive,  ven- 
ture capitahst  also  used  his  clout  to  get 
the  word  out  that  Weissman  was  for 
hire.  "All  the  connections  originated 
with  him,"  says  Weissman  of  Rosen. 
"He  called  the  CEOs.  He  called  the 


Do  Not... 

Body  wrap.  These  two 
versions  of  the  body  wrap, 
reverse  and  frontal,  are  closed, 
protective  body 
language. 


Do... 

Be  receptive.  Use 
candid,  illustrative, 
confident,  open  body 


venture  capitalists."  Power  Presenta- 
tions' early  chent  roster  was  star-stud- 
ded, with  names  Like  PhiUppe  Kahn  of 
Borland  and  Trip  Hawkins,  then  of 
Electronic  Arts,  settmg  the  young  com- 
pany in  motion. 

During  any  given  week,  Weissman 
is  working  on  one  or  two  IPO  presenta- 
tions, which  include  a  computerized 
multimedia  show  he  displays  on  a  cus- 
tom-made desktop  LCD  viewing  screen. 
He  charges  $15,000  for  the  program, 
and  is  able  to  buy  stock  in  some  IPOs 
at  the  issuing  price,  which  has  made 
this  service  even  more  lucrative  for 
him.  He  also  conducts  special  sessions 
on  subjects  ranging  from  product 
launching  to  speech  preparation.  Fees 
start  at  $2,500  per  day  and  increase 
with  the  number  of  participants  and 
the  complexity  of  the  job. 

Weissman's  premium  price  doesn't 
seem  to  matter;  his  calendar  is  always 
chock-full.  He's  helped  Cypress' 
Rodgers  prepare  for  congressional  testi- 
mony, worked  with  Compaq's  new 
CEO,  Eckhard  Pfeiffer,  and  schooled  a 
number  of  executives  at  the  hot  net- 
working company,  Cisco  Systems  Inc. 
of  Menlo  Park,  Cahf.  He's  so  often  at 


Cisco  and  has  tutored  so  many  levels 
of  executives  there  that  corporate  mar- 
keting vice-president  Catherine  Muther 
reports  that  "Jerry's  methods  of  presen- 
tation are  now  part  of  our  culture." 

Still,  IPO  presentations  are  Weiss- 
man's  bread  and  butter,  thanks  to  de- 
voted high-tech  investors  and  bankers 
who  beheve  his  programs  add  value  to 
IPOs.  Don  Valentine,  founding  general 
parmer  of  Sequoia  Capital,  Menlo  Park, 
Cahf.,  says,  "It  may  be  hard  to  quantify 
how  his  program  makes  a  difference  in 
the  price  of  a  stock,  but  there  is  no 
question  in  my  mind  that  it  does.  We 
wouldn't  do  an  IPO  without  him.  We 
jokingly  call  his  program  'charm 
school.'" 

This  doesn't  mean  that  executives 
always  jump  at  the  chance  to  work 
with  Weissman.  Valentine  concedes 
that  most  "think  they  are  natural-bom 
presenters"  who  don't  need  coaching. 
This  was  particularly  true  before  j 
Weissman  had  an  established  track  i 
record.  Borland's  raucous  chief  execu-  k 
tive,  for  one,  was  singularly  unim- 
pressed with  the  idea  of  being  coached, 
despite  pressure  from  his  staff  and  from 
Rosen,  who  was  then  on  Borland's 
board.  "The  first  hour  was  dreadful," 
Weissman  confesses.  "Philippe  thought 


Do  Not... 

Use  your  pockets.  Shoving 
hands  in  pockets  doesn't 
look  casual  and  relaxed,  it 
looks  slack,  and  it  throws 
the  presenter's  weight  off 
balance. 
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Forbes  ASAP 

I 


Imagine  being  able  to 
instantly  move  a  four-ton  elephant 
thousands  of  miles 
through  a  copper  wire. 


4 


rk(  It's  possible.  With 

^  the  new  Picasso™  Still- 

Image  Phone  from  AT&T. 
By  capturing  and 
sending  still  images, 
the  Picasso  Still-Image 
'hone  allows  you  to  transmit  broadcast-quality 


The  first  step  is  to  capture 
an  image  of  your  subject. 


>ictures  over  ordinary  phone  lines.  From  advertising 

(actual  picture) 

layouts  to  educational 
course  work,  and  from 
blueprints  to  build 


ings,  if  you  can 

Once  the  image  is  inside  the  phone 

you  can  send  .t  to  another.  -^^  ^^^^ 

And  it's  as  easy  to  use  as  any  ordinary  phone. 
)nce  your  image  is  captured  from  a  camcorder, 
•lectronic  camera  or  document  camera,  you  simply 

—  press  a  button 


picassQ 

ISTILL-IMAGE  PHONE 


and  in  seconds,  the  image  appears  in  color  on 
the  phone  at  the  other  end. 

And  unlike  some  other  still-image  com- 
munication equipment,  with  a  Picasso  Phone 
you  can  talk  one-on-one  or  conduct  a  meeting 
while  you're  transmitting  the  visuals.  Also, 
since  it  uses  ordinary  phone  lines,  you  can  make 
normal  phone  calls  and  send  the  pictures  for  free. 

(actual  picture) 

Which  means 
no  more  vague  con- 
versations full 


In  seconds,  the  image  is  received 
"imirrino"    W  r\   mnro  monitor  of  whomever  you  call. 

imagine.    INO  more  whether  they  re  across  town  or 

thousands  of  miles  away. 

guessing  what  something  looks  like  from  a  rouglr, 
black-and-white  fax.  And  no  more  wasting  time  and 
loney  sending  unnecessary  overnight  packages. 
If  the  Picasso  Still-Image  Phone  sounds 
good  to  you,  call  1  800  225-3000  and  we'll  arrange 
a  demonstration.  After  all,  seeing  is  believing. 


AT&T 


  Charm  School 


it  was  bullshit."  Kahn  eventually  re- 
lented. "I  gave  it  a  try  and  was  very 
surprised,"  he  says.  Later,  Borland  be- 
came one  of  Weissman's  bigger  clients. 
He  has  schooled  so  many  managers  at 
the  Scotts  Valley,  Calif.-based  software 
giant  that  vice-president  of  corporate 
communications  Dick  O'Donnell  says 
most  Borland  presentations  feature 
"gestures  by  Jerry." 

These  days,  even  the  most  stubbom 
potential  clients  are  won  over  by 
Weissman's  straightforward  program. 
Says  Adobe  Systems  Inc.'s  president 
and  COO,  Chuck  Geschke,  "What's  so 
remarkable  is  that  when  he  points 
something  out,  it  seems  so  obvious." 

Weissman  doesn't  preach  a  set  of 
complex  rules  an  executive  has  to  re- 
member; that,  he  asserts,  causes  "paral- 
ysis by  analysis."  Scott  Cook,  CEO  of 
Intuit,  puts  it  this  way:  "He  does  not 
give  you  30  things  to  remember;  he 
doesn't  flood  you  with  little  things.  He 
pares  it  down  to  the  big  things."  The 
big  things  include  the  precept  that  ex- 
ecutives must  "own"  a  presentation  by 
preparing  it  themselves.  Weissman  also 
insists  that  verbalization,  speaking  the 
presentation  aloud,  is  necessary  for  on- 
stage success.  He  steers  clear  of  other 
commonly  promoted  rules,  mostly  be- 


Do  Not... 

Appear  contentious. 
Holding  out  fists  sends  a 

hostile,  aggressive 
message  to  the  audience. 


Do... 

Create  interaction. 
Presenters  need  to  bridge 
the  gap  between  the 
platform  and  the  audience. 


cause  they  are  so  awful. 

Two  of  the  worst  fall  under  what 
Weissman  calls  the  "myths  of  eye  con- 
tact." There's  the  maxim,  for  example, 
that  a  speaker  should  scan  an  audience, 
which  Weissman  contends  "makes  a 
manager  look  like  a  furtive  used-car 
salesman,  not  a  confident  executive." 
There's  also  the  notion  that  a  speaker 
should  stare  at  an  imaginary  spot  at  the 
back  of  a  room.  "This  makes  everyone 
in  the  audience  with  a  receding  hair- 
line feel  terrible,"  says  Weissman,  "be- 
cause when  you  look  at  that  pretend 
spot  you  actually  end  up  staring  at  peo- 
ple's hairlines."  He  rolls  his  eyes  over 
another  common  suggestion:  that  a 
speaker  should  look  at  audience  mem- 
bers as  if  they  were  naked.  "How  is  a 
speaker  supposed  to  think  about  busi- 
ness when  he's  encouraged  to  have  sex- 
ual fantasies?" 

Weissman  avoids  such  pat  formulas 
by  tearing  a  presentation  apart  from  the 
ground  up,  clobbering  the  old  adages  of 
speechgiving.  Never  start  with  an  out- 
line. Never  let  slides  or  visuals  dictate 
the  words.  Instead,  he  counsels  execu- 
tives to  begin  with  the  story,  sidestep- 
ping logical  "left-brain"  approaches 
such  as  outlining.  He  gets  to  the  core 


issues  by  brainstorming  with  his 
clients — a  function,  he  points  out,  that! 
is  related  to  the  brain's  creative  right 
side.  Part  of  every  program  is  devotedl 
to  executives  hollering  out  concept.s 
they  believe  should  be  covered  in  their 
speeches.  Weissman  wildly  jots  downi 
their  ideas  on  a  whiteboard. 

When  the  exchange  is  over,  there 
are  usually  "only  five  or  six  concepts 
that  are  key  to  the  presentation," 
Weissman  says,  and  the  focus  of  the 
story  is  set.  "It's  a  cut-and-paste  ap- 
proach," Weissman  explains,  "that  al- 
lows people  to  focus  on  what  they 
want  to  achieve  in  a  presentation  and 
what  they  want  the  audience  to  re- 
ceive. If  I  have  only  one  day  to  work 
with  an  executive,  I  concentrate  on  fo- 
cusing the  story.  Without  it,  a  presen 
tation  just  doesn't  work." 

Cluttered  slides  or  graphics  don't 
work  either,  and  Weissman  always 
simplifies  them.  "Many  high-tech 
slides  look  like  the  plot  of  War  ana 
Peace,"  admits  James  V.  Diller,  CEO  oi 
Sierra  Semiconductor  Corp.,  San  Jose, 
Calif.,  who's  gone  through  Weissman's 
program.  "Jerry  teaches  you  that  they 
aren't  necessary.  He  teaches  you  tc 
crystallize." 

Weissman's  program  is  not  without 


Do  Not... 

Touch  the  "no  fly  zone."  j 
"full"  and  "half"  variation 
the  body  wrap  protect  tl 
speaker,  closing  him  off  fr 
the  audience. 
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K^onica 


For  The  First  Time  Ever, 
WeVe  Done  It  Again. 


For  the  second  year  in  a  row,  Konica  Business  Machines  has  won  the 
coveted  Manufacturer  of  the  Year  Award  from  the  National  Office 
Machine  Dealers  Association.  Winning  seven  gold  medals  and  one  bronze 
for  1993,  Konica  broke  the  record  it  set  last  year,  when,  for  the  first  time 
in  the  history  of  the  awards,  one  manufacturer  received 
six  gold  medals.  To  put  Konica  to  work  in  your  office,  call 
'd^iunuwmL  1-800-2-KONICA. 


Monica 

COPIERS'FAX 
LASER  PRINTERS 


©  IQM  Konica  Business  Machines  U  S  A  ,  Inc. 


OUR  REVOLUTIONARY  new  COMPUTE] 


is  clearly  FAMILY  COMPATIBLE. 


107  MB  (uivd  dni'f  fld  4  MB 
RAM  ulioii'  yen  to  niii  5<)|iliis(i(.(itfJ 
V/indows-baxd  sojlwarc  U'illi  case. 


Exclusive  WiMMate  software  makes 
using  Wuxdows  easy  and  lielfis  organize 
lunischoUs  to  Iwme  husinesses. 


An  Intel  25  MHz  486SX 
mieroimxessor  hreczes  llirougli  IBM 
comfatihlc  sojtimre  programs 


Multimdia  sound  gives  audio  appeal  to 
games,  prcsetitalwns,  even  liomcwork.  ' 


A  |inilt-i)i  send-fax/ modem  Itelp 
conduct  husuKss  and  use  your  MPC  as 
voice  mail  system  jor  tlv  entire  family. 


SuptT  VGA  graphics  mala  every- 
iiHg  oH-scTOii  look  sensational. 


A  U'faltli  oj  bundltd  software  incluia 
Microsoft  V^indows  3.1, Works,  (Ik 
Mvrosoft  Baiisklf  (err  WiluiTU'S  CD-ROI 
referc}ia:  library  aiuJ  Microsoft  Moiu'v. 


Uading-edge  CD-ROM 
toliiiology  lets  yoiir  family  bniig 
interactive  information  to  life. 


From  the  start,  the  Tmidy  Scmation  was  hound  to  he  a 
family  favorite.  Its  practical,  hut  fiin.  Sophisticated, 
hut  easy  to  use.  No  wonder  this  Radio  Shack  muhimedia 


■M 


in 


PC  ]ias  already  won  the  hearts  of  so  mayiy  exper 
Now,  tltough,  it's  your  seal  of  approval  we're  af 
Because  we  designed  tKe  Sensation  withfamil 


The  Inttit  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  IBM  rs  a  registered  trademark  ot  IBM  Corp 


And  APPARENTLY, 
CRITIC  COMPATIBLE,  TOO. 


"The  Tandy  Sensation 
^  is  a  rich  collection  of 
well-integrated  programs 
and  hardware  in  a  clean, 
handsome  package." 

-Jim  Canning, 
Michael  McCarthy 
InfoWorld 


"It's  a  dandy  multimedia  comput- 
er. The  Sensation  is  worth  serious 
consideration  if  you're  shopping  for 
the  multimedia  experience." 

-Larry  Blasko 
AP 


"Tandy's  Sensation  is  aptly  named. 
I  urge  anyone  looking  for  a  good  all-around 
MPC  system  to  test-drive  the  Sensation." 

-Greg  Loveria 
B\rE 


"The  Sensation  is  not  only  easy  to 
use,  but  quite  a  multimedia  Swiss 
Army  knife. " 

-Selby  Bateman 
CD-ROM  Today 


"The  Sensation  is  an  excellent  machine 
that  does  a  lot  and  does  all  of  it  well." 

-Eddie  Huffman 
Compute 


"Tandy's  Sensation  is  a 
state-of-the-art  home  com- 
puter that  works  well  and 
offers  a  lot  for  the  money.  " 

-Howard  Blumenthal 
Hardware  Review, 
United  Feature  Syndicate 


like  yours  in  mind.  Its  muhimcAia  cafohiMtics  ■^flflBjpj^  to  tltf  tt'^f  ?  Experience  tltc  Sensation  firsihandt 
and  uscr-fricndly  technology  mean  everyone  in  J&f        your  nei^ihorhood  Radio  Shack.  Chances 

your  home  can  put  it  to  use.  So  why  not  put  it      ^^^K^r  y^^^  '^  ji'"^  '^'^  compatihlc  with  you,  too. 


Radio  /haeK 


Microaolt  Windows.  Works.  MIcfosofi  Sookshelt  and  MrcrosofI  Money  are  registered  trademarks  of  Microsoft  Corp. 


—  CHARrvi  School 


"If  you  don't  have  the  right  words  for  your 
ideas,  then  the  presentation  will  not  work, 
even  if  you  have  worked  on  delivery  skills 
or  gone  to  a  speech  trainer." 


some  tips  and  tricks.  He  works  with 
executives  to  develop  the  "Jerry  hook" 
or  "opening  gamhit" — a  short  anecdote 
or  example  (hut  never  a  joke,  as  it 
could  backfire)  that  orients  the  audi- 
ence. Presentations  should  not  last 
more  than  30  minutes  for  an  IPO  in- 
vestor audience.  They  should  be  ex- 
pressed through  a  "form  template," 
such  as  the  chronological  method 
("When  I  started  my  company...")  or 
the  numerical  device  ("Here  are  10  rea- 
sons why  you  should  invest  in  my 
company..."). 

Then  there's  Weissman's  favorite 
maxim,  the  WHFY,  short  for  What's  In 
It  For  You.  If  Weissman  comes  close  to 
drilling  any  idea  home  to  his  cUents, 
this  is  it:  Don't  forget  what  the  audi- 
ence came  to  hear.  "You  must  remem- 
ber, always,  to  say  what  the  benefit  of 


Do  Not... 

Fidget  or  fiddle.  Enumerating 
points  on  fingers  or  fiddling 

with  jewelry  is  another 
version  of  the  body  wrap.  It  is 
defensive  body  language. 


your  point  is  to  the  audience,"  Weiss- 
man  repeatedly  says.  "They  will  nnt 
just  get  It.  You  have  to  tell  them." 

While  Weissman's  graduates  rarely 
shp  on  their  stories,  they  often  appear  in 
public  looking  as  scruffy  as  when  he 
met  them.  He  isn't  knovm  for  remold- 
ing clients'  personalities  or  ridding  them 
of  every  quirk,  and  he  offers  only  one 
grooming  tip:  button  your  jacket.  "He 
works  with  the  material  he  has,"  says 
McKesson  Corp.  CEO  and  chairman 
Alan  Seelenfreund.  "He  plays  to  your 
strengths.  He  does  not  try  to  remake 
you  into  Bob  Hope  if  you  are  not." 

Still,  there  are  the  compulsive  head- 
bobbers,  such  as  Peter  Godfrey,  CEO  of 
Norwalk,  Conn. -based  Micro  Ware- 
house Inc.  "I  used  the  bob-and-weave 
strategy  of  public  speaking,"  Godfrey 
admits.  "I  figured  if  I  didn't  stand  still, 
the  audience  would  think  I  was  re- 
laxed." Charles  R.  Trimble  of  Trimble 
Navigation  Ltd.  in  Sunnyvale,  Calif., 
on  the  other  hand,  calls  himself  a 
"bouncer"  on  stage,  and  Jure  Sola,  CEO 
of  electronic  subassembly-maker  San- 
mina Corp.,  San  Jose,  was  something  of 
a  wanderer  before  Weissman's  program. 
"I  used  to  move  around  a  lot,"  says 
Sola.  "Left  and  right,  up  and  dovm." 

Weissman  has  seen  many  such 
gaffes.  He  calls  the  lectern  "orthopedic 
furniture,"  since  so  many  speakers 
clutch  it.  And  he's  worked  with  many 
presenters  who  hold  shde  projector  re- 
mote-control devices  "as  if  they  are  lit- 
tle weapons."  He  also  dislikes  overhead 
projectors  because  the  clunky  ma- 
chines contort  a  talker.  Last  year,  for 
example,  the  San  Jose  Mercury  News 
published  a  photo  of  T.  J.  Rodgers  lean- 
ing over  an  overhead  while  his  back- 
side "mooned"  the  audience. 

Then  there  are  the  "body  wrap- 
pers," speakers  who  engulf  themselves 
in  their  arms.  "Adrenaline  makes  you 


want  to  protect  yourself  when  you  are 
nervous,"  Weissman  explains.  There 
are  all  manner  of  body  wrappers,  from 
chest  to  groin  grabbers.  "There  are 
many  speakers  who  aren't  aware  that 
there  is  a  'no-fly  zone'  [the  area  from 
the  chest  to  the  groin]  that's  off-lim- 
its," he  says. 

The  best  device  Weissman  uses  to 
cure  bad  body  language  is  a  technique 
he  calls  "phrasing  and  pausing."  It's  a 
system  in  which  a  speaker  takes  a 
phrase  with  information,  establishes 
eye  contact  with  an  audience  member, 
delivers  that  phrase  to  that  member, 
and  then  pauses  so  that  the  person  and| 
the  audience  can  absorb  it. 

Clients  swear  by  it.  "How  many 
times  have  we  counted  the  word  uh  in 
a  boring  presentation?"  muses  Motoro- 
la Inc.'s  Charles  Corley.  "Using  the 
technique,  Jerry  cured  me  of  the  uhs. " 
Sierra  Semiconductor's  Diller  contends 
it  ehminated  his  "freezing."  Rodgers  of 
Cypress  just  loves  it.  "When  you  take  a 
sound-bite  concept  and  deliver  it  to  a 
face.  It's  much  more  like  two  people 
talking  across  a  desk,"  he  says.  Last 
March,  Rodgers  used  the  technique 
when  he  testified  before  Congress  on 
government  involvement  in  high  tech- 
nology. "The  congressmen  were  rivet- 
ed," he  says. 

Despite  the  staggering  work  load, 
especially  during  a  hot  IPO  market, 
Weissman  isn't  hkely  to  tram  others  to 
conduct  programs  under  Power  Presen- 
tations' banner.  Maybe  he  couldn't 
anyway.  "You  cannot  reproduce  what 
he  does,"  insists  Rosen.  Bmce  Crocker, 
an  investment  banker  at  Hambrecht  & 
Quist  in  San  Francisco,  says  Weiss- 
man's talent  for  presentation  training  is 
"a  umque  art  form." 

At  the  moment,  though,  no  one  is 
worried  about  replacing  Weissman. 
They  are  just  worried  about  getting  on 
his  calendar.  "There  are  close  to  750 
new  companies  that  have  come  into 
the  public  market  in  recent  years," 
says  Buck  Haberkom,  a  general  partner 
of  Boston's  HLM  Management,  "so  it  is 
very  hard  to  stand  out.  You  don't  want 
to  be  out  there  without  Jerry  Weissman 
behind  you."  (M- 

Nancy  Rutter  wrote  about  investor 
Roger  McNamee  in  the  June  7  ASAP. 
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Thanks  to  an 
NEC  phone  system, 
there  hasn't  been 

a  bad  call  at 
Madison  Square 
Garden  for  the  past 
three  seasons. 


The  NEC  Advantage  #1:  Reliability 


hen  instant  communication  and  the  flow  of  critical 
brmation  is  important  to  the  success  of  your 
siness,  the  reliability  of  your  telephone  system  is 
jcial.  That's  why  NEC's  NEAX*  2400  IMS  is  the 
siness  communication  system  of  choice  for  Madison 
uare  Garden  and  thousands  of  other  businesses 
tionwide.  And  the  reason  why  the  Garden  hasn't 
d  a  bad  call  for  the  past  three  years.  This  superior 
/el  of  reliability  is  the  result  of  NEC's  innovative 
;hnology  including  the  NEAX  2400's  multiple-level 
iundancy  And  reliability  is  just  one  example  of  how 
t  NEC  Advantage  works  to  your  advantage. 
To  discover  what  other  Advantages  the  pros  at  NEC 
n  offer  your  business  and  to  find  out  more  about 


NEC's  system  upgrade  or  replacement  packages, 
make  the  right  call  today  to  1-800-TEAM-NEC. 
Or  fax  this  coupon  to  214-518-4689. 


jaiBBiMigjaj! 


,-'  Name. 


Title. 


Company. 
-'  Address  


.State. 


_Zip. 


Phone  

Check  one  of  the  following: 

 I  need  infoimalion  on  upgrading  or  enhancing  my  NEC  system. 

 I  need  information  on  replacing  our  existing  system. 

Mail  to;  NEC  Amenca,  CPE  Marketing  Group,  1555  W.  Walnut  Hill 
Lane,  Irving,  TX  75038-3796. 


1993  NEC  America,  Inc. 


Celebrating  30  years  in  America. 


NEC 


110 


Forbes  ASAP 


By  Alice  LaPlant^ 


Enter  the  era  of 
virtual  meetings. 
Thanks  to  a  gaggle  of 
new  networking 
products,  people  can 
now  come  together  in 
ways  never  before 
imagined. 
Whether  that's  good 
or  had  is  up  to  you. 


IULY  1991.  After  several  years  of  poor 
earnings,  senior  managers  at  Chemical 
Bank  and  Manufacturers  Hanover  Trust 
announce  a  merger  of  the  two  banks. 
Down  in  the  ranks — particularly  in  the 
corporate  systems  division,  where  200 
people  will  lose  their  jobs — the  news  does 
not  go  over  well.  Morale  sinks  and  ru- 
mors swirl. 

What  to  do?  Management  reviews  a 
short  list  of  options.  Ignore  the  rumors. 
Assemble  the  workers  in  small  groups 
and  talk  about  it.  Or — and  this  was 
Chemical  Bank  senior  vice-president 
Bruce  Hasenyager's  idea — create  an  elec- 
tronic forum. 

Thus  was  born  the  Rumor  Mill,  a 
shared  electronic  database  which  served 
as  a  24-hour  virtual  conference  room 
where  employees  could  "meet"  and  talk 
about  the  merger.  The  Rumor  Mill  was 
built  using  Lotus  Notes,  a  then  new  kind 
of  software  called  groupware. 

The  Rumor  Mill  quickly  became  the 
most  popular  appHcation  on  the  division's 
network,  says  Hasenyager,  who  took  time 
out  every  day  to  sit  down  at  his  own  PC 
and  answer  his  employees'  questions.  It 
even  won  over  doubting  managers,  who 
discovered  that  their  virtual  crisis  center 
actually  calmed  the  employees. 

Enter  the  era  of  virtual  meetings. 
Thanks  to  three  kinds  of  networked  tech- 
nologies, people  can  now  come  together 
in  ways  never  before  imagined. 

Video  conferencing 

After  false-starting  in  the  early  1970s, 
video  conferencing  is  on  a  ramp.  Sales  of 
video  systems  are  expected  to  leap  from 
$660  milhon  in  1993  to  $10.8  billion  in 
1997,  according  to  Personal  Technology 
Research,  Waltham,  Mass.  Reason?  Re- 
duced equipment  and  telecommunica- 
tions costs  and  sharper  pictures  make 
video  conferencing  the  next  best  thing  to 
being  there.  Desktop  systems  ranging 
horn  $3,500  to  $10,000  are  aheady  on  the 
market.  The  boom  in  higher-bandwidth 
networks  will  soon  enable  transfer  of 
voice,  data  and  hve  video  images. 

Chief  advantage:  Video  conferencing 
mirrors  the  way  people  aheady  work. 

Typical  cost:  Reader's  Digest  Associa- 
tion Inc.,  the  $2.6  billion  publisher  in 
Pleasantville,  N.Y.,  has  spent  about  $1.4 
million  installing  video  conferencing 
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rooms  in  12  sites 
around  the  world:  two  at 
headquarters,  the  rest  scattered 
throughout  Europe  and  the 
Pacific  Rim.  Terry  Mar 
ganella,  a  senior  commu- 
nications analyst  at  Read- 
er's Digest,  says 
cost  is  the  best  ar- 
gument for  video 
conferencing:  "It  beats 
getting  personnel  from 
five  or  six  different  coun 
tries  together  at  one  site." 

Downside:  Six-frames-per-second 
video  still  means  jerky  images.  Sponta- 
neous give-and-take  in  meetings  is  hard 
to  do.  This  will  improve,  however. 

Collaborative  screen  sharing 

Unlike  video  conferencing,  screen 
sharing  does  not  show  participants' 
faces.  Not  needed,  say  the  screen  shar- 
ers. All  they  really  require  is  a  simple 
audio  hookup  and  the  ability  to  view 
and  manipulate  the  same  page  layout 
or  diagram. 

Using  a  new  breed  of  collaborative 
software  tools — such  products  as 
ShowMe,  from  Mountain  View,  Calif.- 
based  SunSolutions;  Aspects,  from 
Group  Technologies  Inc.,  Arlington, 
Va.;  and  ShrEdit,  which  was  developed 
for  research  at  the  University  of  Michi- 
gan, Ann  Arbor — two  or  more  people 
sitting  at  remote  PCs  or  Unix  worksta- 
tions can  act  as  if  they  shared  the  same 
work  space. 

How  it  works:  Mark  Slamowitz,  a 
Portland  chip  designer,  is  an  avid  user 


of  screen  sharing.  Using  his  Sun  key- 
board, mouse  or  computer-enabled 
pen,  Slamowitz  creates  a  ShowMe 
"session."  Up  to  seven  people  can  join 
him  from  remote  sites  by  simply  chck- 
ing  on  names  in  a  computerized  ad- 
dress book.  All  participants'  worksta- 
tions can  be  connected  by  standard 
phone  lines.  They  all  see  the  same 
document,  diagram,  spreadsheet  or 
text  file  on  theur  screens.  They  all  can 


Ranting  and  raving 
became  too  hot  at 
the  Rumor  Mill 
without  a  strong  leader 
to  cool  down  the  tone 
of  the  E-mail  entries. 


point,  circle  a  key 
component  or  word,  or  write  ai 
comment.  All  work  appears  on  the 
screens  of  all  conference  partici- 
pants, and  different  colors  differenti- 
ate the  participants'  actions. 

"Think  of  It  like  CBS  football 
broadcasts,  where  John  Madden 
draws,  circles  things  and  writes  com- 
ments," says  Slamowitz,  who 
holds  a  typical  ShowMe  confer- 
_  ence  with  a  phone  in  one  hand 
and  a  drawing  tool  to  mark  up' 
the  screen  in  the  other. 
Advantage:  Screen  sharing  is  cheap 
(all  you  need  besides  a  basic  desktop' 
machine  is  the  software,  a  modem  and 
standard  telephone  lines)  and  easy  to 
set  up  (there's  no  need  to  build  or  re- 
serve a  special  room).  Just  sit  dovm  at 
your  desk  and  dial  up  your  remote  col- 
leagues. 

Downside:  Awkward,  unless  you've 
worked  with  the  other  participants  be- 
fore. 

Electronic  conferencing 
and  groupware 

After  location,  time  is  the  other  bar- 
rier to  meetings.  Groupware — such  as 
Lotus  Notes — ehminates  even  this  con- 
straint. By  creating  topical  electronic 
databases,  conferences  and  forums  that 
are  "open"  24  hours  a  day,  people  can 
drop  in  on  meetings  at  their  leisure. 

Standard  E-mail  is  the  simplest  form 
of  groupware.  The  difference:  E-mail 
generally  takes  the  form  of  one-to-one 
communication  (or  one-to-many;  it's 
not  uncommon  for  someone  to  send  an 
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When  I/IGHTning 
Strikes  This  Often,  It  Mxjst 
Be  The  Envirqnment. 


Massachusetts  has  always  been  a 
Hghtning  rod  for  successful  business 
ideas  and  commercial  ventures. 

It  was  our  state's  brainpower 
and  manpower  that  ignited  the 
biotech,  computer,  plastics  and 
telecommunications  revolutions. 

The  first  biotech  firm  to  gain 
approval  for  a  novel  genetically 
engineered  biotherapeutic  drug 


from 
the  FDA 
makes  its  head- 
quarters here, 


JVIassachdsetts 

biotech  firms 
are  iim  the  midst 
of  developing 
treatments  for 

diseases  like 
cvstic  fibrosis, 

AIDS  AND 
HEPATITIS. 

along  with  the  first  company  to 
safely  transform  toxic  waste  into 
valuable  products  by  injecting  the 
waste  into  super-heated  liquid  metal. 


These  things  don't  just  happen  by 
coincidence.  The  environment  in  our 
Commonwealth  is  one 
g    that  cultivates 
new  ideas.  It's 
nurtured  by  a 
government  that 
provides  the 
nation's  highest 
R&D  tax  credit. 


As  THE 

world's  PREMIER 
OCEAIMOGRAPHIC 
RESEARCH  FACILITY, 
WOODS  HOLE  IS 
CONSTANTLY 
ADVANCING  MARINE 


TECHNOLOGY. 


A  government  U. 
which  just  passed  a  comprehensive 
investment  incentive  package, 
and  balanced  three  budgets  in 
a  row  without  raising  taxes. 
For  more  information  on 
the  investment  incentives 
available  to  your  company, 
contact  the  JVlassachusetts 
Office  of 
Business 
Development 
and  ask  to  speak 
with  one  of  our 


Development 
Coordinators. 
Who  knows? 


Bullet-proof 
vests  may  soon  be 
MADE  oirr  OF 
SUPER-STRONG, 


LIGHTWEIGHT 

FIBERS 
INVENTED  IN 
MASSACHUSETTS. 


)e  a 


The  spark  you 

need  to  get  your 
next  venture  off  the  ground  cou  Id 
phone  call  away,  1-800-5-CAPITAL. 


MASSACHUSETTS 


The  Ventuiue  Capita  i>' 


Why  on  I'iu  lh  is;i  [)rinl<T  compjiiiv  ihitjkinj; 
about  thv  [);i(><'rlrss  vvorkplacr'.'' 

Brcaiisr,  al  IN-niiant  Svslctns.  \vr\r  nMlrlmrd 
println<;^lo  iiicafi  riiii(-li  inorr  tlian  tnakin*; 
itiipicssions on  a  paj^c.  I'rinlin<^  \si\\v incsciildtion  ol 
iiilortnalion  anywli4-n'  vou  want  it,  and  in  uliatcvcr 
form  you  ikmmI  it. 


Prruiant.an  IBM  roinpanv, olTrrs a  lull  ran 
a(lvan('<-<l  printer^  and  sohwan'  systems  and  s«'r\  i 
that  h<'l[)  marut^r  th«'  wav  inlormation  llowsthnm 
vour  rutin'  or<iani/ation. 

II  vou  have  printers  and  displav  systems  in  plij 
even  man\  dillerent  hrands,  we  can  inte<;rate  then 
efficiently  as  well. 


B  1993  IBM  Corporation.  All  riphls  reserved. 


That's  why  Pennant  is  not  just  a  printer  company. 
«e,  we  are  a  presentation  company. 
Printinfi;  hard  copies  may  not  he  as  necessary  in 
jture  as  it  is  now,  which  is  good  news  for  forests. 
;etting  information  presented  to  you  instantly,  and 
y  form  is  already  an  essential  way  to  do  husint^ss. 
A  Pennant  representative  would  be  more  than 


happy  to  talk  to  you  about  your  company's 
information  presentation  needs.  Save  a  litth'  paper 
and  t^all  us  at  l-KOO  PENNANT  for  information 
on  our  printers,  software,  maintenance,  and 
other  services. 

Your  company,  your  customers,  and  your 
forests  will  thank  you. 


Redefining  Printing.^ 

PENNANT 


An  IBM  Company 


ADVERTISER  INFORMATION  l 


FORBES  ASAP  advertisers  have 
much  to  offer  ASAP  readers.  Look 
over  the  participating  advertisers 
and  take  a  moment  to  fill  out  the 
attached  ADVERTISER  INFORMATION 
PLUS  reply  card.  Simply  check  the 
box(es)  of  those  advertisers  that 
interest  you,  and  valuable 
information  will  be  sent  directly 
from  the  advertiser,  free  of  charge. 


COMMUNICATIONS: 


1.  ROLM,  A  SIEMENS  COMPANY  ROLM  provides  busi- 
ness telecommunications  systems,  services,  applications 
and  networks  that  drive  customers  to  better  business  effi- 
ciency Flagship  products  are  9751  PBXs,  PhoneMall  and 
digital  ROLMphones 


•  Billing  and  Business  Management  Solutions  • 

2.  CSC  INTELICOM  -  A  UNIT  OF  COMPUTER 
SCIENCES  CORPORATION  (CSC)  CSC  Intelicom  provides 
the  broadest  spectrum  ot  wireless  services  of  any  company 
serving  the  telecommunications  industry,  core  competen- 
cies include  billing  administration,  workforce  management, 
and  network  systems 


•  Data  Network  Services  • 

3.  AROIS  ARDIS,  the  largest  nationwide  radio  network 
provides  wireless  two-way  data  communications  ARDIS 
enables  executives  and  mobile  workers  to  access  their  cor 
porate  information  systems  or  to  communicate 
instantaneously  with  their  peers. 


•  Image  Phone  • 

4.  AT&T  PICASSO  STILL-IMAGE  PHONE  The  Picasso 
Still-Image  Phone  enables  you  to  send  high-quality  color 
images  over  ordinary  phone  lines,  and  you  can  talk  while 
you  re  transmitting  the  visuals 


•  LAN/WAN  Internetworking  • 

5.  RACAL-OATACOM,  INC.  Racal-Datacom  offers  the 
broadest  range  of  LANAVAN  products  in  the  industry  and 
provides  expertise  m  the  implementation,  integration,  man- 
agement and  support  of  enterprise  netvvork  to  help 
customers  meet  business  objectives 


•  Voice  &  Fax  Mail  • 

7  MULTI  COMBOARD  VOICE,  FAX  &  INFORMATION 
RETRIEVAL  Set  up  unlimited  number  of  Voice  Mail  Boxes, 
Fax  Mail  Boxes,  Beeper  alert,  Forwarding,  Information 
Retrieval  by  Fax  Back  system  on  your  IBM-PC,  servicing 
multiple  lines 


•  Wireless  Networking  • 

6.  EMBARC  EMBARC  is  a  nationwide  wireless  network 
providing  delivery  of  e-mail  and  information  services  to 
portable  computers  in  over  200  cities  EMBARC  is  a  wholly 
owned  subsioiary  of  Motorola.  Inc 


IMAGING 


8.  KONICA  BUSINESS  MACHINES  U.S.A..  INC.  Konica 
offers  a  complete  line  ot  copiers  with  the  features  and 
options  businesses  need  Plus  a  full  range  of  full-featured 
plain  paper  .and  thermal  fax  machines  Successful  tausi 
nesses  depend  on  Konica  copiers  and  fax  For  more 
information,  call  1  800  2K0NICA  or  circle  our  number  on 
the  reader  response  card 


HARDWARE 


9.  NEC  TECHNOLOGIES,  INC.  NEC  makes  a  complete 
line  of  reliable,  high  performance  computer  and  peripheral 
products  including  tne  new  UltraLile  Versa  series  of  note 
Book  computers  designed  to  increase  the  productivity  of 
individuals  and  corporations  everywhere  Call  1  800  NEC 
INFO 


•  Data  Storage  Subsystems  • 

10.  EMC  CORPORATION  EMC  Corporation,  a  technologi- 
cal leader  in  the  field  of  data  storage  and  retrieval 
specializes  in  the  development  and  worldwide  marketing  of 
innovative,  high  performance  storage  products  and  related 
services 


•  Facsimile  • 

11.  PANASONIC  OFFICE  AUTOMATION  The  Panafax 

UF  755  Plain  Paper  laser  Fax  With  dual  access,  3  second 
Quick  Scan  and  6  second  transmission  speed,  there's  noth- 
ing plain  about  its  full  featured  performance. 


•  Mainlrames/Minis  • 

12.  TANDEM  Tandem  manufactures  and  markets  fault-tol- 
erant computer  systems,  on-line  transaction  processing 
systems  and  enterprise  networks 


•  PCs  • 

13.  486  POWER  KIT  The  Buffalo  Power  Kit  upgrades  286 
and  386  computers  to  a  486  Motherboards  are  also 
offered  to  provide  the  most  complete  upgrade  product  line 
from  one  distributor 


•  Servers  • 

14.  SEQUENT  COMPUTER  SYSTEMS,  INC.  Sequent 
Computer  Systems,  Inc  is  a  leading  architect  of  open  sys 
terns  solutions  for  commercial  OLTP  and  decision  support 
applications  Sequent  develops  and  markets  scalable  SMP 
computing  systems  that  support  enterprise-wide  applica 
tions  and  information  services 


SERVICES 


15.  COMWARE  INCORPORATED  Comware  Incorporated 
creates  Electronic  Performance  Systems  (EPSI  which  are 
the  information  age  alternatives  to  traditional  training  and 
support  EPS  improves  employee  performance  for  mission 
critical  systems 


SOFTWARE 


16.  QUARTERDECK  OFFICE  SYSTEMS:  QEMM-386, 
DESQVIEW/X,  DESQVIEW-386  Quarterdeck  develops  and 
markets  multi-tasking  and  memory  management  software 
which  enhances  the  productivity  of  DOS-based  personal 
computers 


•  Business  Software  • 

17.  J.D.  EDWARDS  &  COMPANY  Developer  of  soft 
ware  applications  for  distribution,  manufacturing, 
construction,  property  management  ,  financial  operations, 
and  public  service  accounting.  JDE  serves  nearly  3.000  cus- 
tomers worldwide 


•  Financials  &  Order  Processing  • 

18.  FOURGEN  SOFFWARE,  INC.  FourGen  Software  is  the 
low-risk  leader  in  the  computer  downsizing  market  with 
financial  and  order  processing  applications  cfesigned  for  an 
open  systems,  client/server  environment 


•  Foreign  fanguage  Translation  • 

19   GLOBALINK  INC  POWER  TRANSLATOR/  L 
PROFESSIONAL  Translates  Spanish.  French,  German  or 
Russian  nn  PC/MS  DOS,  MacOS.  OS/2  and  UNiX  Sub|ec 
dictionaries  for  specialized  vocabulary,  maximum  accurac 
Phone  800  767  0035/703  273  5600/  fax  703  273  3866 


•  Integrated  Application  Software  • 

20.  SAP  AMERICA,  INC.  SAP  America,  Inc  markets  a 

supports  the  mainframe  based  R/2  System  and  client/se 
er  based  R/3  System  of  integrated  applications  snftwt 
providing  enterprise  wide  business  solutions 


OTHER 


•  Area  Development  • 

21  CONNECTICUT  DEPARTMENT  OF  ECONOMI 
DEVELOPMENT  Connecticut  s  pro  business  leqislaiu 
has  established  one  of  the  most  competitive  f)usine! 
incentive  packages  in  America,  includinq[a  $1  bitlion  loi 
and  loan  guarantee  fund  Call  1  800  392  7122 


22.  MASSACHUSETTS  OFFICE  OF  BUSINES 

DEVELOPMENT  The  Massachusetts  Office  of  Businei 
Development  provides  detailed  information  on  the  invei 
ment  incentives  available  to  companies  considering  ; 
expansion  or  relocation  to  Massachusetts 


23.  NASHVILLE  AREA  CHAMBER  OF  COMMERCE  U 

to-date  information  on  the  Nashville-Middle  Tenness( 
area  for  companies  considering  expansion  or  relocatic 
Low  taxes  and  cost  of  living  American  Airlines  hub 


24.  NETHERLANDS  FOREIGN  INVESTMENT  AGEN( 

The  Netherlands  fnrpiqn  Investment  Ai]i'ni  y  i  ,in  assi 
companies  with  initial  investment,  expansion  or  reconfig 
ration  plans  for  the  European  market 


25,  THE  NORTH  CAROLINA  DEPARTMENT  OF  EG 
NOMIC  AND  COMMUNITY  DEVELOPMEI 
BUSINESS/INDUSTRY  DEVELOPMENT  OIVISK 

Provides  personalized  help  in  all  phases  of  sile  selertid 
Contact  David  W  Sheehan,  Client  Services,  at  (9191  73 
4977,  FAX  (9191  733-9265,  430  North  Salisbury  Strefl 
Raleigh.  NC  27611.  | 


•  Automation  Systems  • 

26  AEG  CORPORATION  -  AUTOMATION  Complei 
industrial  automation  system  solutions,  encompassing  AB 
Automation  Systems  Corp  a  supplier  of  industrial  autorrn 
tion  systems,  Modicon,  inc  ,  a  leader  in  programmab! 
logic  and  motion  controllers,  Modcomp,  provider  of  rea 
time  computer  systems  and  support,  and  Gettys,  noted  fi 
Its  precision  motors  and  drives 


•  Information  Systems  •  ! 

27.  UNISYS  CORPORATION  Unisys  Corporation  is 
leading  information  systems  company  with  60,000  cu| 
tomers  in  100  countries  The  company  is  a  ma|or  supplii 
of  information  services  and  technology  to  financial  servic 
government,  telecommunications,  airline  and  other  coti 
mercial  markets. 


•  Microelectronics  • 

28.  AEG  CORPORATION  -  MICROELECTRONIC 

Siliconix.  Inc  ,  a  member  of  AEG  s  Microelectronics  Groui 
IS  a  global  marketer  of  cutting  edge  microelectronics  mm 
vations  in  coalition  with  TEMIC 


•  Training/Education* 

29.  ITC  ITC  IS  the  leading  developer  of  interactive  multimi 
dia  training  applications.  Through  its  Activ®  Trainm 
System,  ITC  offers  the  world's  largest  library  of  trainin 
programs. 


•  Transportation  Services  • 

30.  AEG  CORPORATION  -  TRANSPORTATION  A  worK 

wide  leader  m  electronic  propulsion  and  automatic  trai 
control  combining  technology,  manufacturing  and  markei 
ing  activities  for  transportation  systems 


FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  ADVERTISER  INFORMATION  PLUS  CARD  TODAY! 


LCtronic  memo  to  everyone  in  the  de- 
irtment,  for  example).  Groupware,  on 
ic  other  hand,  enables  the  kind  of 
lany-to-many  interactions  that 
mmise  enormous  productivity  gains 
ir  corporations. 

Cost:  From  $20  to  $100  per  month 
.1  user  for  E-mail;  $200  to  $500  per 
imputer  seat  for  Lotus  Notes. 

Advantage:  Removes  the  traditional 
iceting  barrier:  the  need  to  have 
veryone  at  the  same  place  or  same 
me. 

Disadvantage:  Without  etiquette 
ftandards,  rumors,  gossip  and  flame 
|iail  can  result. 

avcat:  Behavioral  problems 

:  The  technology  for  virtual  meetings 
i  here  and  gettmg  better  each  year.  Be- 
)re  you  plunge  in,  consider  how  your 
mployees  will  adapt  to  it.  That  may, 
e  the  hardest  part. 

George  Goldsmith  is  president  of 
ilastonbury,  Conn.-based  The  Human 
iterface  Group,  a  firm  that  advises 
lients  on  the  behavioral  effects  of  vir- 
ial  meetings.  Goldsmith  says  that  cor- 
orate  meetings  have  historically 
;rved  two  distinct— and  equally  im- 
3rtant— purposes:  fulfillmg  a  need  for 
'oup  affihation  and  servmg  as  a  forum 
ir  completing  task  work. 

Where  do  the  new  virtual  meeting 
:chnologies  fit?  "They  support  tasks 
Imirably  yet  don't  address  the  affiha- 
on  needs,"  says  Goldsmith.  Virtual 
eetings  tend  to  be  more  results- 
iented  and  therefore  more  productive, 
at,  says  Goldsmith,  they  can  also 
eel  quite  sterile." 

Another  problem  is  that  people  tend 
be  much  less  inhibited — and  often 
3s  courteous — during  such  sessions, 
hich  can  lead  to  misunderstandings 
at  can  fester  because  there's  no  im- 
sdiate  confrontation. 
Gail  McGee,  a  vice-president  at 
lemical  Bank,  says  that  after  Bruce 
isenyager  left  his  position  to  write  a 
ok  on  corporate  information  manage- 
mt,  the  Rumor  Mill  disintegrated, 
thout  a  strong  leader  to  set  the  tone 
the  entries,  she  says,  the  ranting  and 
^ing  got  out  of  hand.  "It  was  a  real 
prise,"  says  McGee.  "Some  silly,  of- 
isive  and  crude  things  went  into  the 
tabase  under  the  anonymous  en- 


To  Video  Conference  or  Not 


A  GROWING  NUMBER  of  Organizations  are  finding  that  video  conferencing  pays 
for  itself  m  reduced  travel  costs  and  mcreased  employee  productivity.  Yet  vir- 
tually aU  of  them  caution  agamst  beUeving  that  this  technology  can  complete- 
ly replace  face-to-face  encounters. 

For  one  thing,  don't  expect  your  video  meetmgs  to  have  the  quahty  of  net- 
work television  broadcasts.  Most  video  conferencing  systems  have  much 
slower  ft-ame-per-second  speeds  than  TV-six  to  eight  frames  per  second  com- 
pared to  30.  This  means  jerky  or  blurred  on-screen  images  if  someone  at  the 
other  end  of  the  Hne  moves,  fidgets  or  gestures  too  quickly.  However,  Sarah 
Dickinson,  a  market  analyst  and  program  director  for  visual  telecommunica- 
tions at  Waltham,  Mass.-based  market  research  firm  Personal  Technology  Re- 
search, says  this  situation  is  improving  rapidly.  She  expects  "quite  acceptable" 
speeds  of  15  frames  per  second  in  the  next  few  years  on  high-end  desktop 
video  conferencing  systems. 

No  jofecs  please  Until  then,  users  are  warned  not  to  employ  video  conferenc- 
mg  m  situations  where  subtle  visual  cues  can  make  or  break  a  busmess  negoti- 
ation. Because  each  site  controls  its  own  camera,  you  cannot  dictate  what  you 
see,  and  you  may  have  an  incomplete  view  of  the  action.  The  shght  time  lag  in 
the  transmission  of  the  images  and  sound  also  takes  some  getting  used  to.  Says 
Terry  Marganella,  a  senior  communications  analyst  for  Reader's  Digest  Associ- 
ation, "It's  disconcerting.  You  tell  a  joke,  and  the  people  on  the  other  end  don't 
react.  Then  a  minute  later  you  hear  the  laughter  and  breathe  a  sigh  of  relief." 

Video  conferences  are  best  used  for  disseminating  data:  project  progress  re- 
ports, financial  results  for  a  division,  a  management  decision  that  needs  to  be 
communicated  to  remote  offices.  George  Smyth,  president  of  Bell-Northern 
Research  Ltd.,  the  Ottawa-based  R&D  subsidiary  of  Northern  Telecom,  uses 
video  conferencing  to  give  "state  of  the  busmess"  presentations  to  the  9,000 
employees  scattered  around  the  globe.  He  also  takes  live  questions  from 
members  of  his  audience,  who  would  otherwise  rarely  have  a  chance  to  inter- 
act personally  with  the  head  of  the  $1  billion  research  organization. 

Training  edge  A  popular  video  conferencing  apphcation  is  training.  The 
"do  what  I  do"  aspect  of  most  trainmg  courses  makes  the  use  of  video  confer- 
encing facilities  less  costly  than  sendmg  employees  to  remote  sites  for  classes 
or  conferences.  Reader's  Digest  first  installed  its  video  conferencing  facilities 
to  help  with  worldwide  data  center  consolidations.  The  alternative  was  to 
bring  data  center  workers  from  around  the  worid  to  New  York  headquarters 
for  intensive  training. 

"Our  Montreal  conversion  hit  a  bad  problem  that  would  have  put  them 
behind  two  weeks  if  we  couldn't  solve  it  immediately,"  remembers  commu- 
mcations  analyst  Marganella.  Instead  of  waiting  for  an  expert  technologist  to 
fly  up  from  the  company's  headquarters,  Montreal  workers  simply  dialed  mto 
a  video  conference  with  New  York  employees.  The  two  sites  hooked  their  ter- 
mmal  displays  into  the  session-displayed  in  separate  windows  on  the  moni- 
tor—and "they  worked  through  the  problem  on  the  spot." 

Friends  best  Video  conferencing  works  best  when  participants  already 
Icnow  one  another.  In  short,  video  conferencing  supplements  face-to-face  en- 
counters. "Once  you've  estabhshed  personal  relationships,  video  conferencing 
IS  very  effective,"  says  Maureen  Crozier,  assistant  vice-president  of  infomiation 
technology  for  Bell-Northern,  which  now  has  90  PictureTel  video  conferencing 
facilities  worldwide.  Originally  intended  to  cut  down  on  employee  travel  video 
conferencing  has  enabled  Bell-Northern  to  reap  "enormous  payback  because 
people  are  communicating  more  often  and  more  effectively,"  Crozier  says. 
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tries."  Figuring  the  Rumor  Mill  had 
outlived  its  usefulness,  management 
shut  it  down. 

"People  who  are  normally  shy  tend 
to  be  more  aggressive,  and  speak  up  and 
contribute  where  they  otherwise  might 
not,"  says  Judy  Olson,  a  professor  of 


Most  people  tend  to 
watch  them- 
selves, comb  their 
hat  and  otherwise 
monitor  their  own 
behavior  while 
video  conferencing. 


computer  and  information  systems  and 
psychology  at  the  business  school  of 
the  University  of  Micliigan,  Ann  Arbor. 
To  a  point,  that's  good.  But,  she  says, 
people  tend  to  forget  the  social  niceties. 
Her  research  shows  that  people  tend  to 
be  "more  hostile  and  aggressive  when 
dehvering  an  electronic  message." 

Good  or  bad,  another  characteristic 
of  virtual  meetings  is  that  a  record  of 
what  was  said  (and  by  whom)  is  auto- 
matically created.  Few  people  record 
face-to-face  or  telephone  encounters. 
But  many  save  E-mail  messages  or 
download  chat  from  electronic  confer- 
ences. This  can  lead  to  complications. 

"The  tools  themselves  don't  make 
radical  changes.  They  facilitate  radical 
changes,"  says  Hasenyager.  "If  you 
have  a  group  of  people  who  don't  like 
working  together  and  don't  want  to 
work  together,  having  them  use  this 
tool  won't  overcome  those  obstacles." 

But  applied  intelligently,  these  new 
technologies  go  a  long  way  toward  im- 
proving corporate  communication, 
McGee  and  Hasenyager  agree. 

Here's  more  evidence: 

Case  Study:  University  of  Minnesota 
Medical  School 

Dr.  Ernie  Retzel  regularly  meets 
with  fellow  scientists  in  East  Lansing, 
Mich.,  Atlanta  and  Helsinki — without 
leaving  his  desk  in  Minneapolis. 

Retzel,  a  virologist,  first  ventured 


into  the  world  of  computer  technology 
in  search  of  ways  to  streamline  his  re- 
search activities.  He  became  hooked. 
These  days,  as  director  of  the  University 
of  Minnesota  Medical  School's  Compu- 
tational Biology  Centers,  Retzel  heads  a 
group  that  investigates  and  develops 
technologies  that  will  help  biologists  an- 
alyze data  and  communicate  their  re- 
sults to  the  scientrfic  community. 

His  weapon  of  choice:  desktop  video 
conferencing.  Using  Bolt  Beranek  and 
Nevraian  Inc.'s  PictureWindow  product 
on  his  networked  Sun  SparcStation, 
Retzel  holds  video  conferences  with 
people  located  on  the  next  floor;  in  the 
next  building;  at  Michigan  State  Uni- 
versity; at  the  Centers  for  Disease  Con- 
trol; and  even  halfway  across  the  world 
at  the  Center  for  Scientific  Computing. 

Each  conference  participant  appears 
in  a  separate  window  on  the  SparcSta- 
tion screen,  along  with  his  or  her  name 
and  network  address. 
Retzel  has  had  as 
many  as  seven 


tempt  to  sequence  the  molecular  struc- 
ture of  the  Arabidopsis  plant  (a  form  of 
mustard  weed),  the  $2  million  plant 
genome  research  requires  close  collabo 
ration  between  the  two  sites.  Tele- 
phone calls  alone  won't  suffice.  The 
highly  technical  nature  of  the  work 
makes  it  essential  that  "we  don't  have 
any  misunderstandings  or  miscommu- 
nications,"  says  Retzel. 

Because  installation  of  these  video 
conferencing  tools  amounts  to  only 
$1,200  more  per  workstation  than  the 
base  hardware  and  software,  "we've 
spent  less  on  the  technology  than  we 
would  have  on  a  single  meeting,"  says 
Retzel.  "It's  already  paid  for  itself."  i 
Is  there  a  downside?  Privacy  issues 
still  need  to  be  resolved,  he  admits.) 
Retzel  had  originally  set  his  Pic-j 
tureWindow  camera  to  be  "on"  contin-j 
uously.  "But  I  found  people  invading 
my  life,"  he  says.  Without  warning,  aj 
window  would  pop  open  on  his| 
screen,  and  some-j 
one  would  be 
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people 
hooked  up 
to  a  desktop  video 

conferencing  session  over  an  Ethernet 
network  running  at  10  megabits  per 
second. 

Retzel  finds  PictureWindow  invalu- 
able for  easing  the  strain  of  long-dis- 
tance communication  in  the  plant 
Genome  Project,  a  joint  research  effort 
between  the  University  of  Minnesota 
and  Michigan  State  University.  An  at- 


there  watching  him 
Luckily,  PictureWindow 
lets  him  set  a  five-second  warning  be- 
fore the  camera  atop  his  workstation  isi 
activated.  Or  he  can  set  it  up  so  videol 
conferences  cannot  begin  without  hisi 
permission,  much  like  choosing 
whether  or  not  to  pick  up  your  tele- 
phone, he  says. 

Researchers  Judy  and  Gary  Olson 
have  discovered  another,  more  amusing 
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So  what'll  it  be?  A  salary 
freeze?  Reduced  bonuses? 

Your  company  car?  Or  a 
new  ROLM  phone  system? 

Stumped?  We  suggest  you  start      enornnous  revetiue  gains.  West 


vith  the  ROLM  photie  system. 

It's  the  difference  between 

nerely  trimming  the  fat  around 

pur  company  and  turning  it 

nto  muscle. 

Talk  to  our 

:ustomers.  You'll  hear 

)efore-after 

tones  that 

ound  like 

li^Zjjusiness  school 

ase  studies. 

''ith  operators 

handling  four  times 

as  many  calls  per 

day  Collection  agents  making  six 

Weeks'  worth  of  calls  in  four  days. 
! 

^nd  abandoned  call  rates  down 


;Winiloi  i 


1  SI  mi 

thoiitkj|i'om  30%  to  under  \%. 
chnosijp 

Then  there  are  the  infinitely 
more  interesting  stories  of 


Capital  Financial  Services,  for 
example,  pulled  in  a  colossal  357% 
of  their  previous  year's  revenues. 


It's  a  tribute  to  the  way  we 
approach  your  business.  We  ask 
questions.  We  watch  the  way 
you  work.  Then  we  develop  a 
customized  solution  that  lets  you 
work  more  productively 

For  a  free  video  showing  how 
we've  helped  a  number  of 


businesses  work  more  profitably 
give  us  a  call  at 
I-800-ROLM-I23. 


our  customers 


awarded  us  the 


highest  overall  ratings 


ROLM  IS  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer 


And  leave  all  those 


drastic,  morale-squashing 


cost-cutting  measures 


to  someone  else.  Your 


in  the  three  most  recent  Customer       competitors,  for  instance. 
Satisfaction  Surveys  conducted  by 
Dataquest",  a  leading  independent 
research  firm. 


A  Siemens  Company 


©1993  ROLM. 


"Lr  customer  ,s 

overflowing  with  information. 


Are  you  harnessing  it  to 
power  your  business? 


To  generate  revenue,  you  need 
tomers. 

To  generate  customers,  you  need 
ormation:  What  products  and  services  do 
ir  customers  want?  When  do  your  cus- 
aers  want  them?  How  do  your  customers 
,nt  them?  Are  your  customers  receptive 
new  offerings?  Are  your  customers 
lenable  to  increased  sales  content? 
ieed,  who  are  your  customers? 

Unisys  is  proud  to  introduce  a  unique 
i  powerful  new  way  to  answer  these 
:tom-line  questions:  customerize. 

When  you  customerize  your  organiza- 
n,  you  pervade  it  with  a  customer  focus, 
rough  the  marriage  of  information  to 
istomer  service  goals,  Unisys  can  help  you 
mslate  that  focus  into  real-world  results. 

)93  Unisys  Corporation. 


Experienced  Unisys  consultants  will  help 
conduct  a  customerize^"  assessment  of  your 
organization,  evaluating  your  capacity  for 
understanding  customer  needs  and 
responding  rapidly  to  them.  Helping  you 
move  information  technology  capabilities  to 
the  front  lines  of  customer  contact,  we'll 
enable  you  to  create  a  significantly  more 
effective  flow  of  information  between  you 
and  your  customer-and  back  again. 

The  benefits  are  tangible:  enhanced 
ability  to  win  customers,  to  maximize 
customer  relationships,  sustain  customer 
loyalty,  and  tailor  market-sensitive 

UNiSYS 

We  make  it  happen. 


new  offerings.  Competitiveness  is  sharp- 
ened. And  revenue  gains  are  brought 
within  reach. 


CUS-tom-er-ize\  kus'-ta-ma-rize'X 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attiact 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE,  COMPETITIVE  EDGE,  BUSINESS- 
CRTTICAL  SOLUTIONS,  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext,  14.  Ask 
about  our  customerize  assessment  and  com- 
plimentary CUSTOMERIZE  Information  Kit. 
And  discover  how  a  customerized  flow 
of  information  can  yield  a  torrent  of 
competitive  advantages  for  your  business. 

CUSTOMERIZE  IS  a  Service  mark  of  Unisys  Corporation 


  Tel.  eConfrontationing 


Virtual  Meeting  Shopping  List 


(Pros  and  cons  of  each) 
Video  conferencing 

■  Cost:  expensive.  Systems  them- 
selves begin  at  $3,500.  Add  in  facili- 
ty costs  and  dedicated  lines  and 
costs  can  run  as  high  as  $500,000. 

■  Pros:  Visual  subtleties  help  with 
intricate  or  sensitive  meetings. 
Havmg  all  senses  satisfied  makes  it 
the  next  best  thing  to  being  there. 

■  Cons:  Lagged  transmission  times 
and  blurred  images  can  mean  av/k- 
ward  conversations,  including  un- 
welcome intrusions  and  overlap. 

Collaborative  screen  sharing 

■  Cost:  cheaper.  Systems  mn  on  ei- 
ther dedicated  or  general  telephone 
Hnes.  No  need  for  a  facihty;  systems 
run  right  from  your  desktop  PC. 

■  Pros:  Hands-on  applications  make 


meetings  more  efficient.  Simple  du- 
ties such  as  budget  approvals  and 
signatures  can  happen  without  a 
wasteful  physical  trip. 

■  Cons:  Not  as  friendly  as  video 
conferencing. 

Groupware/electronic  forum 

■  Cost:  cheapest.  All  you  need  is 
your  computer,  installation  software, 
a  modem  and  long  distance  phone 
service.  E-mail  cost  range  is  $20  to 
$100  per  month.  Lotus  Notes  costs 
$200  to  $500  per  seat. 

■  Pros:  Communication  among  em- 
ployees and  access  to  information  is 
improved  dramatically. 

■  Cons:  Bad  etiquette  ("flame 
mail");  issues  of  security  and  priva- 
cy are  still  fuzzy. 


problem:  People  tend  to  be  extraordi- 
narily concerned  about  how  they  look 
to  others  in  the  video  conferencing  ses- 
sion. Because  video  conferencing  sys- 
tems typically  allow  participants  to 
view  themselves  as  well  as  others, 
"most  people  tend  to  watch  them- 
selves, comb  their  hair  and  otherwise 
monitor  their  own  behavior  more  than 
they  would  in  a  face-to-face  meeting," 
says  Judy  Olson. 

Retzel  admits  he  uses  the  self-moni- 
toring feature,  keeping  a  window  open 
on  his  screen  that  displays  how  he  ap- 
pears to  others  in  the  meeting.  This, 
however,  isn't  just  vanity,  Retzel  in- 
sists: "\  didn't  realize  until  I  started 
using  this  how  expressive  my  face  is, 
and  how  much  I  give  away,"  he  says. 
"These  visual  clues  are  absolutely  es- 
sential when  talking  about  technically 
complex  or  politically  sensitive  issues." 

Case  Study:  BASF  Fibers  Division 

Two  or  three  times  a  week,  Walter 
Hubbard  walks  out  of  his  office  in  the 
new  Charlotte,  N.C.,  headquarters  of 
BASF's  Fibers  Division  and  down  the 
hall  into  a  comfortable  conference  room 


equipped  with  multidirectional  micro- 
phones, loudspeakers  and  a  60-inch 
color  computer  monitor.  He  sits  down 
at  a  table  and  calls  a  meeting  to  order. 

Sound  like  a  typical  day  in  the  life 
of  an  executive;  Perhaps — with  one 
twist.  Hubbard,  group  vice-president  for 
carpet  products  at  BASF,  doesn't  see  his 
fellow  meeting  participants;  they  may 
be  at  any  one  of  the  24  BASF  sites 
worldwide.  He  hears  them.  He  speaks 
to  them.  They  look  at  the  same  docu- 
ments, view  the  same  carpet  samples, 
edit  identical  memos  simultaneously, 
and  even  jointly  sign  approvals  on  capi- 
tal budget  projects.  All  without  the  for- 
merly arduous  travel  schedule  required 
of  Hubbard,  who  oversees  BASF  opera- 
tions throughout  10  scattered  regions. 
This  is  made  possible  by  Lexington, 
Ky.-based  DataBeam  Corp.'s  DataBeam 
teleconferencing  system.  It  provides 
computer  and  telephone  hookups 
among  multiple  sites  using  pen-based 
computer  graphic  tablets,  scanners  and 
standard  telephone  lines. 

"This  has  dramatically  reduced  the 
wear  and  tear  on  my  people,  not  to 
mention  our  travel  costs,"  which  Hub- 


bard says  have  dropped  40  percent. 
That  comes  to  a  whopping  $2.6  million 
per  quarter — not  counting  increased 
worker  and  manager  productivity.  Ap- 
proximate total  investment  in  Data- 
Beam  technology  thus  far:  less  than  $1 
million  for  all  24  sites  worldwide. 

Another  advantage:  Meetings  tend 
to  be  more  efficient  and — sometimes — 
shorter  because  conferencees  need  to 
be  better  prepared.  Shdes,  diagrams  and 
other  documents  that  are  going  to  be 
used  must  be  ready  to  be  scanned  into 
the  DataBeam  system. 

Cindy  Tatum,  the  teleconferencing 
analyst  for  BASF  who  brought  in  the 
DataBeam  system,  says  it's  vital  that 
each  meeting  has  a  leader,  someone 
who  is  in  charge  of  the  agenda  and  the 
proceedings.  And  for  multisite  meet- 
ings, Tatum  recommends  that  orderly 
"audio  polls"  be  taken  on  a  site-by-site 
basis  to  ensure  that  the  meetings  don't 
dissolve  into  chaos  during  a  discussion. 
"The  meeting  leader  will  ask,  'Does 
AshevUle  have  any  questions?'  to  make 
sure  everyone  is  heard  in  an  orderly 
manner,"  she  explains. 

The  fact  that  these  facilities  are  so 
popular  within  BASF — more  rooms  were 
added  to  the  new  headquarters,  but  all 
are  almost  always  booked — also  means 
that  people  are  conscious  of  not  pro- 
longing meetings  that  might  otherwise 
drag  on.  "You're  assigned  a  certain  time 
to  use  the  room,  and  you're  really  held 
to  that  because,  generally,  someone  is 
scheduled  to  come  in  right  after  you 
leave,"  says  Hubbard.  "You  tend  not  to 
spend  time  in  social  chitchat." 

Case  Study:  Blue  Cross  and 
Blue  Shield  of  Florida 

Travel  was  taking  its  toll  on  Ken- 
neth C.  Otis  and  his  staff.  Otis,  execu- 
tive vice-president  of  marketing  and 
health  care  services  for  $1.8  billion  Blue 
Cross  and  Blue  Shield  of  Florida,  which 
has  24  offices  scattered  throughout  tfus 
large  state,  found  himself  spending  too 
much  time  in  transit  and  not  enough 
time  taking  care  of  business.  In  1990, 
Otis  asked  Mary  Hubbard,  telecommu- 
nications manager  for  Blue  Cross,  to 
look  mto  video  conferencing. 

Today,  Blue  Cross  has  seven  videoi 
conferencing  facilities,  one  in  each  of 
Florida's  major  metropolitan  areas.  So 
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Find  Wall  Street's 
top  performers  in  seconds 
with  Value  Line's  powerful 
new  Value/Screen  IIL 


The  only  investment 
software  that  gives  you 


Value  Line's 
stock 
rankings, 
statistics  and 
projections 


Powerful  stock 


screening 
capabilities 


New!  80,000+ 
Value  Line  data 
items  (5.000  more 
than  before) 


New!  Value  Line 
concise  business 
summaries...  not  just 


numbers 


New  options  for 
exporting  data  to 
spreadsheet, 
database  and 
word  processing 
programs 


Try  it  for  two  months  for  just  $59  —  with  our 
special  introductory  offer. 


It's  easy  to  see  why  Value  Line's  VALUE/SCREEN  III  software 
ranks  as  one  of  today's  top  investments.  With  our  two-month 
introductory  offer  you  get  powerful  stock  screening  software 
combined  with  data  covering  over  1,600  companies  updated 
monthly  —  all  for  just  $59. 

Here's  everything  you  need  to  zero  in  on  top-performing  stocks. 
More  than  80,000  pieces  of  information  including  Value  Line's 
exclusive  Timeliness^'^  and  Safety^*^  rankings. 

Value  Line  provides  49  distinct  screening  criteria  for  each  stock, 
and  you  can  add  20  more  of  your  own!  You  can  screen  for  equities 
with  high  appreciation  potential...  sale  price  below  book  value... 
financial  strength...  cash  flow  per  share...  earnings  growth...  or 
whatever  variables  interest  you  —  and  see  the  results  in  just  a  few 
seconds! 

But  what  really  sets  this  stock  selection  software  apart  is  not  just 
the  data  it  contains  —  it's  the  ease  and  speed  with  which  you  can 
use  the  data. 

And  now,  with  VALUE/SCREEN  III,  you  will  find  even 
greater  power  and  flexibility.  You'll  be  able  to  review  concise 
business  summaries  written  by  Value  Line  analysts  for  all  1 ,600+ 
stocks.  Data  can  now  be  updated  electronically  at  a  quick  9600 
baud.  New  data  export  options  are  provided  for  exporting  data  to 
popular  spreadsheet,  database  and  word  processing  programs.  The 
number  of  data  items  you  can  work  with  has  also  been  increased 
to  80,000. 

So  act  now  and  take  advantage  of  this  special  introductory  offer. 
It's  too  good  an  investm.ent  to  pass  up. 
(IBM  and  Macintosh  versions  available.) 


To  place  your  order,  call  toll  free: 

1-800-535-9648  ex,.  2775 

Please  have  your  Americ.in  Exprebi,  VISA,  or  MasterCard  ready   Or  tdl  in  and  niai! 
rhecoupim  to:  Value  Line  Software,  711  3rd  Avenue,  NY  NY  10017-4064 

I  1 

□  YES,  please  send  me  the  VALUE/SCREEN  III  Software  for  two 

months  at  your  special  introductory  rate  of  $59.  (NY  residents. iJJ  s.ikst.ix ) 

□  My  payment  is  enclosed.  DPIease  charge  my: 

□  .American  Express  QMasterCard  □VISA 


Card  > 


Exp  Date 
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Pcrsiin.il  computer  equipment  (Minimum  memory:  640K) 
□  IBM  ^  1/2"  □  IBM  5  1/Z"  □  Macintosh 

Value  Line  Software 

711  Vd  Avenue,  NY  NY  10017-4064 

Non  returxJable  oHer  available  only  once  every  two  years  per  household  VALUB'SCREEN  III  is  a 
registered  trademark  ot  Value  Line.  Inc  Q^p)  5 1 5E 1 3 
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popular  has  this  virtual  meeting 
method  become  within  the  company 
that  plans  are  underway  to  put  even 
more  Blue  Cross  facilities  on-line,  says 
Hubbard,  who  chose  a  video  conferenc- 
ing system  from  PictureTel  Corp.  of 
Danvers,  Mass. 

Otis  himself  is  a  keen  user  of  video 
conferencing,  mostly  for  quick  interac- 
tions with  his  direct  reports  out  in  the 
field.  "It's  extremely  effective  for  one- 
on-one  sessions,  where  you  can  be  fair- 
ly close  in  on  the  camera,"  says  Otis. 
Despite  the  inevitable  time  lag  in 
audio  and  visual  response,  Otis  says 
that  it's  "75  percent  as  good  as  being 
there." 

Video  conferencing  is  also  effective 
for  widespread  information  sharing. 
Four  or  five  locations  can  be  hooked  up 
in  order  to  disseminate  a  report  that  is 
broadcast  from  Blue  Cross'  Jacksonville 
headquarters,  Otis 
says.  "Straight  --^  . 

stand-up 


kind  of  reporting  also  works  well,"  he 
notes.  "We'll  have  a  report  from  south 
Florida  and  a  report  from  Pensacola, 
and  the  camera  will  just  switch  from 
one  site  to  another  in  turn." 

Otis  says  video  conferencing  js  less 
well  suited  for  interactive  problem- 
solving  meetings.  "You  have  the  time- 
delay  problem  that  interrupts  the  nat- 
ural flow  of  two-way  dialogue.  Then 
you  don't  see  everyone  at  once  in  a 
multiple  session.  You  miss  a  lot  of  the 
visual  cues." 

Blue  Cross  leveraged  its  costs  by 
building  a  dedicated  Tl  network  across 
the  state  that  supports  both  video  con- 
ferencing transmissions  and  Blue 
Cross'  heavy  voice  and  data  transmis- 
sion requirements.  Hubbard  estimates 
that  Blue  Cross  spent  between  $70,000 
and  $75,000  outfitting  each  facility. 
Thus  far,  the  company  estimates  it  has 
invested  approxi- 
m  a  t  e  1  y 
I  $500,000 


in  total  telecommunications  infrastruc- 
ture. Although  no  formal  payback! 
analyses  have  been  conducted,  execu- 1 
tive  vice-president  Otis  says  he's  seen 
enough  reduction  in  travel  expenses  to 


Because  you  can 
pull  people 
together  more 
easily,  you  might  have 
more  meetings  than 
you  would  have  had 
before. 

be  satisfied  the  system  has  paid  for  it- 
self. 

More  good  news:  Otis  wastes  less 
time  traveling  from  site  to  site  and 
thus  feels  infinitely  more  productive. 

Bad  news:  The  sheer  volume  of 
meetings — already  takmg  a  heavy  toll 
on  Otis'  schedule — has  actually  in- 
creased as  a  result  of  video  conferenc- 
ing technology.  "Because  we  can  pull 
people  together  more  easily,  we  have 
meetings  that  we  wouldn't  have  had 
before,"  says  Otis.  "This  has  actually 
increased,  not  decreased,  the  percentage  [ 
of  my  time  I  spend  in  meetings." 

Case  Study:  Johnson  &  Higgins 

Even  before  he  pours  his  first  cup  of 
moming  coffee,  Lee  Warburton  enters  a 
virtual  meeting  space. 

A  Los  Angeles-based  senior  account 
executive  for  insurance  broker  Johnson 
&.  Higgins,  Warburton  turns  on  his 
desktop  PC  first  thing  each  working  day. 
He  enters  his  password  and  logs  onto 
J&H  InfoEdge,  a  custom  groupware  ap- 
plication developed  with  Lotus  Notes. 
Up  pops  Warburton's  meeting  schedule 
for  that  day,  as  well  as  his  "to  do"  hst  of 
high-priority  activities.  An  E-mail  icon 
tells  Warburton  that  he's  got  personal 
mail  waiting  from  other  J&H  employees 
around  the  world.  An  office  bulletin 
icon  signals  that  someone  has  posted 
an  item  of  general  interest  to  the 
^        100-plus  casualty  insurance  spe- 
cialists working  in  I&H's  Los  Ange- 
les office.  A  news  icon  tells  him  that 
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\s  rare  today  as  a  communications  manager  \Ao  doesn't  use  Source. 

The  fact  is,  its  easy  to  get  left  behind  in  today's  fast-paced  world  of  communications.  That's  why  Source  has  become  the  overwhelming 
loice  of  communications  managers  from  coast  to  coast.  With  the  largest,  most  extensive  inventory  of  communications  equipment  in  the 
fdustry,  Source  has  what  you  need.  When  you  need  it.  Source's  proprietary  bar  coding  system  allows  you  to  access  and  track  all  Source 
luipment.  That  means  service  within  hours  instead  of  weeks.  So  if  you're  one  of  the  few  communications  managers  out  there  still  not  using 
)urce,  it's  time  to  get  with  it.  Call  Source  right  now.  1-800-624-6348. 


ource,  Inc.  1993 


 T  E  L  E  C  O  N  F  R  O  N  T  A  T  I  O  N  I  N  G 


Lessons  in  Brief 


Chemical  Bank  Groupware  can  break  down  corporate  hierarchies  by  giving 
employees  an  electronic  suggestion  box  to  share  with  supervisors  who  are 
willing  to  be  wired.  But  with  anonymous  entries  and  bad  computer  eti- 
quette, your  electronic  forum  can  go  down  in  "flames." 

Johnson  &  Higigins  Customized  groupware  for  research  and  communication 
gives  brainstorming  global  connotations.  The  24-hour,  one-to-one  or  many- 
to-many  architecture  creates  organized  problem  solving  not  possible  with 
memos  or  voice-mail  tag.  Used  as  an  information  funnel,  groupware  can 
tailor  news  to  your  specific  needs. 

BASF  Teleconferencing  slashes  travel  time  and  costs  dramatically.  Linking 
documents  and  voice,  meetings  become  more  efficient  but  not  necessarily 
shorter  or  scarce. 


University  of  Minnesota  Medical  School  Patching  together  seven  computer/ 
videophones  at  a  time  makes  long-distance  face-to-face  conversations  possi- 
ble from  your  desktop.  But  big-brother  screen  invaders  and  preoccupation 
with  spinach  in  your  teeth  keep  it  second  best  to  meeting  in  the  flesh. 

Blue  Cross  and  Blue  Shield  of  Florida  Video  conferencing  again  relieves  the 
strain  and  cost  of  travel.  But  sometimes  meetings  over  the  wires  can  be  blur- 
ry and  awkward.  And  the  tendency  to  conference  virtually  can  actually  in- 
crease your  time  in  meetings. 


The  Wall  Street  Journal 
or  one  of  more  than  SO  other  publica- 
tions from  around  the  world  has  pub- 
lished a  story  in  which  Toyota,  Ralph's 
Grocery,  Food  For  Less  or  any  other  of 
Warburton's  many  accounts  has  been 
mentioned.  A  "market  assistance"  alert 
tells  Warburton  that  one  of  his  ]tkH  col- 
leagues has  sent  a  request  for  help  on  a 
particularly  difficult  problem  around 
I&H's  global  network.  Warburton  can 
jump  into  the  on-line  "discussion"  if  he 
feels  he  has  anything  to  add — or  merely 
browse  and  take  notes. 


lust  another 
day  in  the  life  of  an  electronically  en- 
abled insurance  broker. 

New  York  City-based  Johnson  & 
Higgins,  established  in  1845,  is  the 
largest  privately  held  insurance  broker- 
age firm  in  the  world,  with  more  than 
8,000  employees  and  $970  million  in 
annual  revenues.  In  early  1990,  CIO 
Alan  Page  and  vice-president  of  MIS 
William  Wilson  set  out  to  revolutionize 
the  way  J&H  worked.  Building  on  a  PC 
networking  infrastmcture  that  already 
spanned  J&H's  worldwide  operations. 


Page  and  Wilson  had  seen  the  possibili- 
ties in  a  then  new  groupware  product 
called  Lotus  Notes,  and  convinced  ]Mi 
senior  management  to  give  it  a  try. 

The  result  was  J&H  InfoEdge.  Thej 
custom  Notes  package  lets  account 
teams  separated  by  time  and  physical 
distance  meet  and  brainstorm  from 
their  desktops.  J&H  InfoEdge  won  the 
coveted  1993  Smithsonian  award  for 
technological  excellence. 

A  live  news  feed  brings  articles  from 
The  Wall  Street  Journal,  Los  Angele!^ 
Times,  Washington  Post  and  morej 
than  50  other  publications  into  J&H  of- 
fices the  second  they  are  filed.  Dow 
Jones  News/Retrieval  also  pours  10  livcj 
news  wires  into  the  system.  Each  bro- 
ker creates  his  or  her  own  personal  pro- 
file that  acts  as  a  filter  to  automatically 
capture  any  relevant  news.  For  exam- 
ple, a  broker  might  request  that  any 
mention  of  a  client  company  be  auto- 
matically downloaded  to  his  or  her  PC. 
Whenever  The  Wall  Street  Journal  pubi 
lishes  such  a  story,  it  is  placed  in  the 
PC's  "news  basket"  and  is  then  avail- 
able to  the  broker. 

Databases  containing  all  Security 
and  Exchange  Commission  Predicast'g 
historical  news  articles  on  public  anj 
private  companies,  and  detailed  infor- 
mation about  insurance  products  and 
services  are  also  available  at  thej 
touch  of  a  key.  "When  people  see  this 
for  the  first  time,  it  really  blows  theii 
minds,"  says  Wilson. 

But  it's  the  electronic  meeting  ca- 
pabiUties  that  really  have  execu- 
tives excited. 

Electronic  forums  organized 
around  specific  lines  of  business  on 
topics  allow  I&H  brokers  to  request 
help  on  a  particularly  sticky  problem  oi 
volunteer  solutions  for  issues  they 
know  are  troubling  other  brokers.  "A 
request  for  help  goes  out  to  50  sources 
and  comes  back  from  50  sources — and 
everyone  sees  the  entire  interaction," 
says  Richard  Nielsen,  J&H's  president 
and  chief  operating  officer. 

Nielsen  carries  a  laptop  computer 
home  with  him  at  night  and  on  week- 
ends, and  checks  into  InfoEdge  databas- 
es daily — even  when  on  vacation.  (M 


Alice  LaPlante  is  a  Palo  Alto.  Calif., 
writer. 
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EOR(">F,  Soros  is 
famous  foi  jump- 
ing in  well  ahead 
of  the  pack.  That's 
what  he  did  with 
Qnantvmi  Research, 
an  investment  firm. 
But  when  he  made 
a  major  investment 
in  Indigo  Ltd.  in 
June,  even  he  was 
forced  to  admit 
that  he  wasn't  com- 
pletely ahead  of 
the  pack.  For  the 
pack  —  whether 
investment  bankers 
or  technical  experts  interested  in 
new  products  —  has  discovered 
Israel. 

Soros  put  money  in  Indigo 
because  of  its  revolutionary  print- 
ing process  that  skips  several 
expensive  steps  in  short  runs  of 
color  printing.  Typically  for  Israel, 
the  core  skills  for  developing  the 
new  machine  started  with  an  inter- 
disciplinary approach  to  imaging 
technology. 

Bankers  and  techies  are  both 
interested  in  Israel.  The  techies  are 
looking  for  great  products,  as  well 
as  some  of  the  quickest  develop- 
ment teams  in  the  world  and  a 
unique  approach  that  makes  even 
tiny  Israeli  firms  global  operators, 
able  to  work  easily  with  other  com- 
panies. A  major  factor  working  for 
Israeli  technology  companies  is  the 
quality  of  the  labor  force.  Israeli 
development  teams  tend  to  be  fast, 
have  an  innately  interdisciplinary 
approach  and  stick  together  for  a 
long  time.  Americans  have  already 
invested  an  estimated  $6  billion  in 
Israeli  technology  companies  trad- 
ed on  New  York  stock  exchanges. 
Many  major  U.S.  venture-capital 
outfits  are  already  active  in  Israel. 

Although  the  bankers  drop  in 
to  say  hello  to  the  Israeli  techies, 
they  are  even  more  interested  in 
what  the  ci7stal  balls  are  saying 
about  Middle  East  peace  in  the  not- 
too-distant  future,  as  Israel  is  going 
through  a  major  export-driven 
business  boom.  These  are  some  of 
the  reasons  so  many  financial  lead- 
ers will  be  attending  the  Jerusalem 


Business  Conference  in  late 
October. 

Amiram  Sivan,  CEO  of  Bank 
Hapoalim,  Israel's  largest  bank, 
says:  "We're  seeing  a  lot  of  invest- 
ment bankers  who  have  a  strategic 
interest  in  the  entire  Middle  East 
because  of  its  potential  as  a  mar- 
ket." Israel  has  the  financial  and 
physical  infrastructure,  technology 
and  language  skills  to  be  a  conve- 
nient base  in  this  new  Middle  East 
market.  While  the  peace  process  is 
ongoing,  bankers  and  heads  of 
financial  institutions  worldwide  are 
testing  the  waters  in  Israel. 

"Three  years  ago,  I  had  to  do 
eight  long  business  trips  every  year 
just  to  see  the  people  I  need.  Now 
I  don't  go  on  business  trips  more 
than  twice  a  year  because  every- 
body I  need  to  meet  comes  here," 
says  Zeev  Holtzman,  CEO  of  Giza, 
an  Israeli  investment  banking  firm 
that  has  carved  out  a  niche  advising 


foreign  investors. 

Another  reason  for  the  bur- 
geoning interest  is  the  changing 
business  climate.  After  years  of 
restructuring,  the  Israeli  economy 
has  found  its  stride.  The  gross 
domestic  product  grew  6.6%  last 
year,  marking  the  third  year  of 
rapid  expansion,  way  ahead  of 
most  of  the  industrialized  world. 
Less  government  spending  on 
housing  will  slow  overall  GNP 
growth  to  about  5%  this  year.  Busi 
ness-sector  GNP,  however,  expand- 
ed 7.9%  in  1992,  and  is  forecast  to 
reach  8%  growth  by  the  end  of 
1993. 

The  Israel  Export  Development 
Company  Ltd.  (lEDC)  plans  to  | 
exploit  this  growth  —  and  enhance  ] 
it  —  by  building  a  Free  Export  j 
Processing  Zone  that  will  allow  for-j 
eign  investors  to  take  advantage  of  | 
high-quality  Israeli  manpower  with^ 
out  the  usual  bureaucratic  hassles. 


Above:  Opal  Technologies'  7830  SEM-CD  scans  tiie  critical  dimensions  in  silicon  plates,  or 
wafers,  for  accuracy.  Opal's  system  was  chosen  by  IBM  as  the  best  measuring  tool  for 
semiconductor  manufacturers. 

Cover:  A  laser-based  system,  produced  by  Chip  Express  Corp.,  a  subsidiary  of  EIron  Corp., 
that  allows  one-day  prototyping  of  gate  arrays  outside  of  a  "mega  fab." 
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What's  holding 
your  business 

bacii? 

Today's  highly  reguiated,  taxed  and  bureaucratic 
environment  may  be  keeping  your  business  from 
reaching  the  global  markets  and  profitability  it 
deserves. 


n 


Sav  .  IE  DC  CEO  David  Yerushalmi: 
" Thf  overall  growth  is  creating  a 
long-term  investment  climate  that 
we  at  the  lEDC  are  opening  up  for 
direct  foreign  investment  through 
the  Free  Export  Processing  Zone." 

The  lEDC  is  promoting  the  Free 
Export  Processing  Ztme  (FEPZ)  to 
create  a  level  playing  field  for  for- 
eign investors.  There  will  be  a  flat 
15%  tax  on  distributed  income  and  the 


same  tax  on  capital  gains.  The  capi- 
tal gains  tax  will  be  lifted  if  the  same 
money  is  reinvested  in  the  FEPZ 
within  six  months.  There  will  be  no 
other  taxes,  duties  or  levies.  A  draft 
law  enabling  the  creation  of  the 
FEPZ  has  already  been  approved  by 
the  cabinet  and  is  currently  under- 
going final  legislative  touches  in  the 
Knesset  (parliament). 

Yerushalmi  says  he  is  sure  the 


ELRON  ELECTRONIC  INDUSTRIES, 

the  pioneer  of  high-tech  industiy  in  Israel,  proved 
that  it  is  fast  in  its  grasp  of  new  opportunities, 
and  has  been  a  most  effective  vehicle  to  access 
and  implement  Israeli  high  technologies  in  spe- 
cific fields.  It  also  has  the  strength  to  bring 
them  successfully  to  the  markets  worldwide. 
Aggregate  revenues  of  it's  group  of  companies 
run  at  some  $700  million  for  1993,  maintaining  a 
steady  rate  of  growth  over  the  years. 
Revenues,  growth  and  adequate  profitability  are 
achieved  by  a  constant  process  of  adapting  to  the 
fast  changes  of  a  smaller  wodd. 


GLOBAL  VIEW 


THE    COMPANIES    IN    THE    ELRON  GROUP 


ELRON  (NASDAQ,  KI.KNl-) 
ELBIT   ( NASDAQ/ HI.HTl-) 
ELSCINT  (NYSE/ELT) 
FIBRONICS  (NASDAQ/FI5RX) 
ORBOTECH  (NASDAQ/ORHKl-) 

£LRON 

ELECTRONIC  INDUSTRIES  LTD 

F  O  B  157,1  HAIFA  31015,  ISRAKL 
rKL.972-4-551,-i33  FAX.  972-4-550248 


CHIP  EXPRESS  CORPORATION 
ZORAN  CORPORATION 
ROSH  INTELLIGENT  SYSTEMS  INC. 
ADAR  INTERNATIONAL  INC. 
NETMANAGE  INC. 


ELRON  TECHNOLOGIES  INC. 

H50  THIRD  AVE.  NEW  YORK  N  Y.  10022 
TFL,  (212)935-3110  FAX.  (212)935-,-!882 


FEPZ  will  have  "a  world-class  free- 
market  environment  to  exploit 
Israel's  advantages  in  manpower." 
The  idea  is  to  build  a  bu.siness 
with  a  high  quality  of  life  and  an 
abundance  of  first-rate  personnel 
and  sell  to  the  world.  Several  intel 
national  corporations  like  softwan 
vendor  Lotus  have  already  expresi 
interest  in  setting  up  operations  ir 
the  FEPZ. 

READY 

ROR  WORLD 

IVIARKETS 

Years  of  overcoming  challenges  li 
weak  capital  resources  have  made 
Israeli  export  firms  almost  unique 
suited  to  the  business  climate  of  tl 
'90s.  They  are  lean  and  think  glob 
ly  from  the  moment  they  start  bus 
ness. 


DCL's  expert  software  system  is  used  by 
chemists  in  their  search  for  and  design  off 
new  bioactive  compounds,  reducing  i 
ery  time  and  increasing  the  odds  of 

Exports  are  the  engine  of  grov|| 
in  the  economy,  roaring  ahead  at 
about  10%  a  year,  principally  in  e]l 
Ironies,  chemicals  and  pharmaceti| 
cals.  From  small  companies,  like 
software  house  DCL  Technologieil 
Ltd.,  to  major  corporations  like 
Scitex  Corp.  Ltd.,  which  commanil 
the  world  electronic  pre-print  indi 
try,  Israeli  cutting-edge  companie; 
have  a  very  limited  market  at 
home.  This  means  that  they  must 
think  globally  in  terms  of  manage! 
ment  structures,  product  definiticj 
marketing  and  service. 

The  small  home  market  is  a  spil 


Break  Down  the  Barriers  to  Global  Success  at 
Israel's  New  Free  Export  Processing  Zone  (FEPZ) 

Israel's  first  Free  Export  Processing  Zone  (FEPZ)  will  open  the  door  to  new  markets  and  help  your 
business  grow  in  a  tax-free,  customs-free  and  bureaucracy-free  environment. 

Israel's  FEPZ  is  a  haven  for  high  tech,  R&D,  computers,  communications,  data  processing,  and 
international  financial  and  insurance  services.  The  Israeli  FEPZ  has  benefits  that  no  other  free  zone  can 
offer.  Benefits  designed  to  enhance  your  bottom  line: 

■  A  wealth  of  talented  scientists,  engineers  and  technicians  at  salaries  well  below  US  and  European  standards 

■  State-of-the-art,  low  cost  satellite  communications 

■  Central  location  with  direct  access  to  every  continent 

■  Free  Trade  Agreements  with  the  EEC,  USA  and  EFTA  nations 

■  A  democratic,  western  legal  and  business  environment 

Break  down  the  barriers  that  are  holding  back  your  business.  Join  the  other  companies  m.oving  into 
global  profitability  at  Israel's  FEPZ. 

Israel  Export  Development  Company,  Ltd. 

15/2  Abravanel  Street,  Jerusalem,  92425  Israel,  Tel.  972-2-611-667/837,  Fax:  972-2-611-668 


The  Global 
Approach 

to  the 
Local  Loop 


The  rapid  pace  of  change  in 
telecommunications  has  turned 
the  world  into  a  global 
community,  challenging  telephone 
service  providers  to  meet  rising 
demand.  Teledata  provides  a 
complete  line  of  solutions  for  the 
telephone  network  local  loop, 
which  connects  telephone 
customers  to  the  local  exchange. 

Teledata's  state-of-the-art  digital 
line  concentrators  and  multiplexers 
provide  innovative  solutions  where 
existing  line  capacity  is  inadequate 
to  connect  customers. 

Teledata's  products  help  telephone 
operating  companies  make  the 
most  of  their  current  networks  by 
bringing  21st-century  phone 
service  to  everyone,  everywhere. 

Today,  people  in  over  25  countries 
on  five  continents  enjoy  the 
benefits  of  the  Teledata 
connection 

Teledata's  sales  have  grown  by  an 
average  of  217%  per  year  since 
1989,  to  $23  million  last  year. 

Teledata  Communication  Ltd. 

Corporate  Offices: 

Herzlia  Industrial  Park,  Herzlia-B,  Israel 

Tel  972-9-591818 

Fax  972-9-591888 

Investor  Relations: 

Investor  Access  Corporation 

405  Lexington  Ave  ,  New  York,  NY  10174 

Tel:  212-692-9060 

Fax  212-661-2399 

Regional  sales  offices  in  Australia, 

Germany,  Greece,  and  the  U.K. 


teledata 


NASDAQ  symbol:  TLDCF 


that  makes  Israeli  firms  excel.  A 
good  example  is  one  of  DCX's 
hottest  new  products,  a  3-D  expert 
system  that  analyzes  the  chemical 
structure  of  known  biologically 
active  compounds  and  uses  this 
information  to  predict  the  activity  of 
new  compounds  before  they  are 
synthesized;  This  kind  of  product 
can  only  succeed  if  it  is  sold  abroad, 
so  DCL  must  define  the  product  in 
terms  of  global  distribution. 

For  many  years,  Israeli  firms  had 
a  tendency  to  excel  in  tightly 
defined  niches  where  they  had  a 
pronounced  technological  edge. 
Such  was  the  case  with  Tadiran 
Ltd.'s  battery  division,  which  com- 
mands about  90%  of  the  world  mar- 
ket for  lithium  thionyl  chloride  bat- 
teries. 

These  batteries  are  used  in 
extreme  circumstances,  such  as  oil 
drilling  sites,  where  ruggedness  and 
the  ability  to  withstand  extreme 


How  Productive  Is  a  Country's 
Research  Community? 

Scientific  Articles  Published  in  Leading 
Industrial  Countries 

Number  of  Publications  per  1 0,000 
In  Working  Population 


I     I  Social  Sciences 

mm  Science  &  Engineering 

Source  Israel  Export  Institute 


The  Jerusalem  Business  Conference 


The  world  changed  when  the 
Berlin  Wall  came  tumbling  down, 
and  Israel  may  well  become  one 
of  the  greatest  beneficiaries  of  the 
end  of  the  Cold  War.  When  Soviet 
communism  died,  peace  between 
Israel  and  Its  Arab  neighbors 
became  first  theoretically  possible, 
then  a  matter  of  tough  but  real 
negotiations. 

Now  the  world  is  discovering 
that  there  is  profit  in  peace.  For 
the  first  time  ever,  the  internation- 
al business  community  is  excited 
about  the  business  opportunities 
offered  by  peace  in  the  Middle 
East.  This  is  the  main  theme  of  the 
October  30  to  November  1 
lerusalem  Business  Conference, 
says  Amiram  Sivan,  CEO  of  Bank 
Hapoalim  and  chairman  of  the 
lerusalem  Development  Authority, 
which  are  both  sponsors  of  the 
meeting.  The  conference  is 
expected  to  draw  international 
decision  makers  seeking  ways  to 
profit  from  peace.  "The  confer- 
ence is  a  unique  opportunity  for  a 
high-level  snapshot  of  the  poten- 


tial in  the  new  Middle  East,"  he  says. 

Israeli  business  leaders  like 
Benny  Gaon,  CEO  of  the  Koor 
conglomerate,  are  also  bullish 
about  the  possibilities  of  business 
in  a  peaceful  Middle  East.  The 
international  links  they  will  find  in 
the  Jerusalem  conference  are  vital, 
because  it's  becoming  increasingly 
clear  that  many  of  these  new  busi- 
ness opportunities  will  happen 
through  various  joint  ventures  and 
alliances. 

Indeed,  the  Middle  East  is 
going  through  a  period  in  which 
ideas  that  would  have  sounded 
fantastic  just  a  few  years  ago  are 
being  seriously  considered  by 
financial  and  business  leaders 
from  Tokyo  to  London  to  Los 
Angeles. 

Proposals  for  infrastructure  pro- 
jects in  the  water,  energy,  trans- 
port, communications,  tourism 
and  high-tech  industries  offer 
companies  the  opportunity  to  get 
in  on  the  ground  floor  of  the 
explosive  growth  that  many  busi- 
ness leaders  anticipate  in  the  area. 


I 


.srael  is  setting  new  priorities,  promoting  sound  opportunities  for 
investments,  corporate  groivth  and  business  expansion.  Bank  Hapoalim,  with  70 
years  experience  and  expertise  in  financing  every  sector  of  economic  endeavor,  is 
ideally  positioned  to  play  a  major  role  in  advancing  the  nation  V  goals.  As  Israel's 
largest  bank,  the  Bank  offers  a  full  spectrum  of  services  for  corporate  and  retail 
customers.  Whether  financing  industry,  supporting  international  trade,  expanding 
its  customer  base,  tailoring  private  banking  services  or  participating  in  the  capital 
market.  Bank  Hapoalim  is  the  recognized 
leader.  In  16  countries,  350  branches, 
subsidiaries  and  representative  offices  match 
professionalism  with  personalized  service, 
helping  clients  worldwide  to  make  the  most 
of  new  business  horizons. 


Israel's  Leading  Bank 
Maximizes  New 
Opportunities 


BRNKHRPOnLIM 


Regional  Management  Western  Hemisphere:  1 177  Avenue  of  the  Americas,  l4th  Floor,  New  York,  N.Y.  10036,  Tel;  (212)  782-2000 
Head  Office:  50  Rothschild  Blvd.,  Tel  Aviv  66883,  Israel,  Tel:  (03)  5673333  Fax:  (03)  5607028. 

Overseas  Offices:  New  York  Branch,  New  York'  •  Plaza  Branch,  New  York  •  Americas  Tower  Branch,  New  York*  •  Miami,  Florida  •  Boston,  Massachusetts*  •  Los  Angeles, 
California'  •  San  Francisco,  California'  •  Chicago,  Illinois'  •  Philadelphia,  Pennsylvania*  •  Toronto,  Canada  •  Montreal,  Canada  •  London,  England  •  Manchester,  England  < 
Zurich,  Switzedand  •  Geneva,  Switzedand  •  Luxembourg  •  Frankfurt,  Germany  •  Buenos  Aires,  Argentina  •  Sao  Paulo,  Brazil  •  Rio  de  Janeiro,  Brazil  •  Caracas,  Venezuela  • 
Mexico  City,  Mexico  •  Montevideo,  Uruguay  •  Punta  del  Este,  Uruguay  •  Panama  City,  Panama  •  Santiago,  Chile  "Cayman  Islands  •  Melbourne,  Australia  • 
And  320  branches  of  the  group  in  Israel.       '  Member  F.D.I.C. 


A  SAFRA  BANK 

In  Israels 
Dynamic  & 
Growing  Economy, 
You  Need 
AnInnovaiwe 
Bank. 


Conventional  banking  solutions 

may  not  be  sufficient  in  a 
dynamic  business  environment. 
With  the  Israeli  economy 
facing  new  challenges, 
you  need  a  bank  that  acts 
differentlyThe  First  International 
Bank  of  Israel,  is  the  largest 

private  bank  in  Israel, 
owned  by  the  SAFRA  family 
The  bank  has  over  80  branches 
countrywide  and  wholly-owned 
subsidiaries  in  London  and  Zurich. 
In  addition,  SAFRA'S  global  banking 
network  will  assist  you  with  your 
financial  transactions  with  FIBI. 


TEL  AVIV- Shalom  Tower,  tel.  (03)5196111. 
LONDON- FIBI  Bank  (UK)  Ltd., 
London  EC2M5PP,tel.(071 16281800 
ZURICH- FIBI  Bank  (Switzerland)  Ltd, 
45BleicherwegZuricti,tel.  (41)1-2016969. 

YOU  N FED  AN  INNC  n  ATIVH  HANK 


THE  FIRST  INTERNATIONAL  BANK 


changes  in  temperatures  are  crucial. 
But  the  niche  mentality  is  changing. 
Instead  of  sticking  to  this  high- 
performance  corner  of  the  market, 
Tadiran  is  looking  to  the  notebook 
computer  market,  where  it  is  ship- 
ping its  lithium  batteries  with  green 
wrappers  to  indicate  that,  without 
any  mercury  or  cadmium,  the 
Tadiran  batteries  are  ecologically 
friendly. 

Younger  companies  like  Teledata 


Communication  Ltd.  did  not  eve 
seek  the  protection  of  a  niche  in 
export  markets.  Teledata  designs 
manufactures  and  markets  prodtij 
that  enable  telephone  operating 
companies  to  maximize  local  looj 
The  company's  DCS-20  family  of 
multiplexers  and  concentrators  p 
vides  immediate,  cost-effective  so 
tions  for  overburdened  phone  syj 
tems,  utilizing  current  infrastruc- 
ture. Despite  competition  from 


A  SAFRA  BANK 
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jerusaiem: 

A  City  Looking  to  Its  Future 
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It  is  especially  appropriate  that 
Jerusalem  be  the  site  of  the 
Business  Conference.  Just  a  few 
years  ago,  the  city  v^as  a  holy  but 
sleepy  capital  with  more  scholars 
than  anything  else.  Then  a  few 
smart  business  people  realized 
that  the  profusion  of  world-class 
scientists  and  researchers  in  the 
city  represented  a  major  opportu- 
nity. Jerusalem  started  to  boom, 
and  it  quickly  became  one  of  the 
most  strategic  places  to  build  high- 
tech facilities. 

Mayor  Teddy  Koliek  put  smart, 
clean  industry  at  the  top  of  his 
agenda.  He  Is  probably  one  of  the 
most  famous  mayors  In  the  world, 
in  large  part  because  at  home  in 
Jerusalem,  people  know  that  when 
Teddy  wants  something  to  hap- 
pen, it  does  —  and  quickly. 

Intel  was  the  first  to  take 
advantage  of  Kollek's  industrial- 
ization policy.  The  computer  chip 
giant  set  up  a  fabrication  plant  in 
the  Har  Hotzvim  high-tech  indus- 
trial zone  to  make  its  top-of-the- 
line  chips. 

Another  pioneer  was  Teva, 
which  established  useful  links  with 
Jerusalem's  Hebrew  University. 
And,  when  IBM  decided  to  spin 
off  a  company  in  Israel  to  com- 
mercialize the  software  developed 
in  IBM's  Advanced  Solutions 
Center  in  Haifa,  it  chose 
Jerusalem.  The  new  spin-off, 
Softel,  was  set  up  in  Jerusalem 


because  of  the  availability  of  the 
some  of  the  best  scientific  and 
engineering  brainpower  in  the 
country. 

Talented  people  are  usually  th< 
main  reason  that  leading  compa- 
nies choose  Jerusalem,  but  they 
also  get  the  benefit  of  the  most 
aggressive  package  of  incentives 
offered  by  the  Israeli  government 
In  the  last  year,  more  than  80 
high-tech  companies  opened  nevw 
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Hw  Manhat  Technology  Parte  in  Jerusalem 
is  scheduled  to  open  toi  mid-1994. 

businesses  in  Jerusalem.  All  the 
existing  high-tech  industrial  parks 
are  being  doubled  or  tripled  in 
size,  and  a  new  center  for 
technology-intensive  industry  is 
being  built  in  Manhat  in  south- 
west Jerusalem.  The  industrial 
boom  is  being  matched  by  an 
unprecedented  flowering  of  cul- 
ture and  entertainment,  which 
makes  Jerusalem  a  pleasant  place 
to  do  business  and  lends  it  a  spe 
cial  vitality. 
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He  taeal  way  to  promote  your  economic  interests 
n  high  potential  emerging  markets. 
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ITHE 

ERUSALEM 
USINESS 

Conference  1993 

erusalem,  Israel  -  October  30  -  November  If  "^o^'cwcScor— 


ERUSALEM  BUSINESS 


'.led  nfi 


n  the  presence  of  the  President  of  the  State  of  Israel 
nd  the  Prime  Minister  of  Israel 

heme 

n  a  Changing  Political  and  Economic  Climate,  Israel  is  a 
Springboard  for  Technological  and  Economic  Opportunities 


ipecial  Exhibition 

xhibition  of  the  cutting  edge  of  technology  of  leading 
raeli  industries  will  be  showcased  together  with  a 
resentation  of  R&D  projects  supported  by  the  Chief 
cientist  of  the  Ministry  of  Industry  and  Trade. 


pecial  Meetings  and  Tours 

e  Israel  Chamber  of  Commerce  will  be  pleased  to  set 
jjnBjjjiip  appointments  with  businesspeople  in  your  field  of 
iterest  and  the  Ministry  of  Industry  and  Trade  will 
Tgaiuze  tours  to  Hi-Tech  industrial  plants. 


Ill 

alpafl| 
edin 


I  an 
3fcu 
fell 
itplac 
■if 


(he  Jerusalem  Business  Conference  1993  will  be  held  during  one  of  the 
riost  optimistic  periods  in  Middle  East  history  in  this  century.  The  highly 
uccessful  first  conference  in  1992  indicated  clearly  that  business  people 
re  seeking  to  learn  more  about  the  potential  of  the  region,  with  Israel  as 
ts  technological  and  business  hub. 

fAKE  ACTION  NOW.  Put  the  Jerusalem  Business  Conference  1993  on 
'our  calendar  and  register  now.  The  JBC  1993  is  an  ideal  way  of 
jromoting  your  interests  in  high  potential  emerging  markets.  Clip  the 
i:oupon  and  send  to: 
Jlobes,  127  Yigal  Alon  St.,  P.O.B.  18041  Tel  Aviv  61180,  Israel, 
r  Tel:  972-3-6979797,  Fax:  972-3-6917573. 


"''='61  as  a  Qn  ■  ""'»o 


SPONSORS 

Ministry  of  Industry  and  Trade 
Bank  Hapoalim,  Israel's  largest  bank 
The  Municipality  of  Jerusalem 
The  Jerusalem  Development  Authority 

SESSION  SPONSORS 

Federation  of  Israeli  Chamber  of  Commera 
Manufacturers  Association  of  Israel 
The  Israel  Advertising  Association 
Koor  Industries 

 ACT  NO  W!  

Please  register  me  as  a  participant  in  the 
Jerusalem  Business  Conference  1993. 


Name 
Title  - 


Company 
Address  _ 


Country 

Tel  

Fax.   


BUSINESS 
TRAVELER  HAS  A 
KEEN  INSTINCT  FOR 
SPOTTING  VALUE 

That's  why  so  many  of  them 
can  be  found  at  the 
Sheraton  Tel  Aviv  Hotel  S.  Towers. 
Not  only  do  they  enjoy  reasonable 
rates, but  their  comfort  is  assured. 
So  when  business  travelers 
find  themselves  in  Israel 
they  simply  rely  on  their 
instincts  and  stay  with  us. 


Double  Room 

m 


5  %  son/ice  chargu  for  Room  on^ 
includine  Towers] 


For  reseruations  call  1-800-5520141, 
the  hotel  direct  tel  972-3-521 1111 
fax  972-3-5233322, 
or  your  travel  agent. 


CANIT  SETS  THE  PACE 

When  it  comes  to  establishing  new 
industry  standards,  CANIT  is  the 
pace  setter.  Motivated  by  the 
dynamic  vision  of  Israeli/Canadian 
David  Azrieh,  developer  and 
designer,  CANIT  has  developed  and 
constructed  innovative  shopping 
centers  in  Jerusalem,  Ramat  Gan 
and  Beer  Sheva  that  have 
transformed  consumer  patterns  in 
Israel.  And  the  momentum  continues. 
Two  major  new  centers  in  Haifa  and 
Tel  Aviv,  already  in  the  planning 
stages,  anticipate  growth  for  the 
year  2000. 

CANIT 

Canion  Ayalon,  Ramat  Gan  52594 
Tel:  072-3-799142 


Fax:  972-3-796757 


THE  PRESENCE  THAT 

CHANGES  THE  FUTURE 


heavyweight  multinational  competi- 
tors, Teledata's  sales  have  increased 
from  $5  million  in  1990  to  $17  mil- 
lion in  1991  and  $23  million  last 
year. 

Says  Teledata  Chairman  Robbie 
Hartman:  "The  availability  and  quali- 
ty of  Israeli  engineers  mean  that  we 
do  not  have  to  reinvent  the  wheel. 
In  our  field,  R&D  is  mostly  D  for 
development,  so  we  can  build  on 
existing  knowledge."  As  far  as 
exports  are  concerned,  Hartman 
sums  it  up  for  all  Israeli  companies: 
"If  you've  got  your  back  to  the  wall 
in  a  small  high-tech  market,  there's 


no  place  you  can  go  except  export! 

Scitex  CEO  Arie  Rosenfeld  tak| 
this  a  step  further:  "Niches  are  go<| 
for  beginnings.  .  .  .The  only  limitaj 
tions  to  size  are  in  management.  I 
There  is  no  reason  why  an  Israeli-  j 
based  multinational  company 
shouldn't  reach  annual  sales  of  sa) 
$5  billion." 

One  of  the  people  who  pio- 
neered Israel's  niche  approach, 
exploited  it  to  the  hilt  and  is  now 
building  the  next  stage  of  growth 
Uzia  Galil,  chairman  of  the  Elron 
Group,  which  includes  defense  coi 
tractor  Elbit  and  Elscint,  a  leader  i 
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Combining  Business  With  Pleasure 


Even  the  flintiest  business  traveler 
who  budgets  every  minute  finds 
Israel  a  pleasant  challenge.  It  seems 
ridiculous  coming  all  the  way  to 
the  Eastern  Mediterranean  without 
seeing  Jerusalem,  the  Red  Sea  or 
some  of  the  most  stunning  antiqui- 
ties in  the  world. 

Israel  is  a  country  with  a  reputa- 
tion far  bigger  than  its  physical  size, 
so  Israelis  are  used  to  executives 
taking  a  day  from  business  to  visit 
world-famous  sites  or  experience 
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The  King  David  Hotel  in  Jerusalem 

the  unique  ambiance  that  makes 
people  fall  in  love  with  the  country. 

The  Dan  Hotel  chain,  for  exam- 
ple, tries  to  confront  this  challenge 
head-on  in  the  hotel  lobby.  "When 
you  are  staying  at  one  of  the  Dan 
hotels,  we  make  sure  you  know 
you're  in  Israel,"  says  Eli  Verter, 
vice  president,  sales  and  marketing. 

The  Dan's  aim  is  to  provide 


Israeli  hospitality  at  its  best 
throughout  its  chain  of  hotels,  the 
largest  in  Israel.  From  the  world- 
famous  King  David  in  Jerusalem, 
home  to  visiting  heads  of  state,  to 
the  Dan  Tel  Aviv,  where  Tel  Aviv 
business  people  meet  in  the  lobby 
all  the  Dans  aim  at  a  mixture  of 
business  and  pleasure.  The  hotels 
are  relatively  small  and  make  a 
point  of  personal  service,  says 
Verter.  The  two  Dan  hotels  in  Haif 
(Dan  Carmel  and  Dan  Panorama, 
Haifa)  cater  to  the  business  people 
visiting  the  north  of  Israel.  The  Tel 
Aviv  hotels  (Panorama  and  Dan) 
offer  complimentary  weekend  toutt 
of  Jerusalem,  very  suitable  for  busi 
ness  people  here  for  a  few  days  of 
meetings. 

The  Tel  Aviv  Sheraton  has  also 
carved  a  niche  in  business  travel  tc 
Israel,  saying  that  about  70%  of  its 
guests  are  business  people.  The 
hotel  specializes  in  providing  thes< 
guests  with  all  possible  conve- 
niences, such  as  a  sophisticated 
telephone  system,  including  voice- 
mail  and  easy  hookups  for  persona 
faxes  and  computers  and  high-tecl" 
audiovisual  telephone  connections 

The  350-room  hotel  overlooks 
the  Mediterranean,  and  is  five  min 
utes  away  from  old  Jaffa,  an  hour 
away  from  Jerusalem,  and  20  min- 
utes from  the  international  airport. 
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edical  imaging  systems.  For  years 
ron  spun  off  companies  that 
xelled  in  securing  a  technological 
illck  on  a  new  market  and  exploited 
is  lead  in  a  tightly  defined  niche 
rategy.  One  such  example  is 
bronics,  which  has  become  a  world 
fsofslader  in  the  high-end  data  commu- 
cations  market. 

HE 
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alii  now  thinks  it's  time  to  change 
e  tune.  "The  movement  of  tech- 
)logy  into  mass  markets  represents 
yreat  opportunity  for  Israeli  com- 
mies," Galil  says.  "I  think  we  at 
ron  could  definitely  make  an 
ipact  in  the  area  that  is  rather 
osely  described  as  multimedia." 

Galil  is  planning  the  next  stage  of 
ron's  growth  through  a  policy  of 
quisitions  and  alliances  to  help 
ovide  a  route  to  the  customer  in 
e  much  larger  mass  markets.  For 
lample,  Elbit  develops  entirely  new 
I,  the  chnologies  for  most  of  its  markets, 
It  has  also  started  manufacturing 


One  of  Teledata's  DCS-20  family  of  multi- 
plexers and  concentrators  providing  cost- 
effective  solutions  for  overburdened  phone 
systems 

advanced  television  sets  it  sells 
through  OEM  (original  equipment 
manufacturer)  arrangements. 
Scitex  has  already  taken  this 


route  in  its  recent  acquisitions. 
Buying  Kodak's  Dayton  operation 
gave  Scitex  a  good  position  in  elec- 
tronic printing,  and  a  10%  equity 
position  in  RasterOps  provided  the 
company  with  access  to  the  cus- 
tomer in  much  broader  markets  of 
desktop  publishing. 

l-E/KF(lillNG  TO 
BE  X/IF^nrLJAL 

Other  major  U.S.  corporations  like 
Motorola,  Intel  and  IBM  jumped 
into  Israeli  waters  a  long  time  ago 
and  set  up  high-powered  R&D  cen- 
ters. All  the  Israeli  R&D  centers  are 
being  expanded  because  of  the  qual- 
ity of  local  development  teams. 

Israeli  technological  leaders  have 
made  use  of  the  BIRD  foundation,  a 
U.S.-Israeli  organization  that  encour 
ages  technological  cooperation 
between  Israeli  and  American  firms. 

BIRD  grants  off-balance-sheet 
financing  to  both  the  Israeli  and 
American  partners  in  particular  pro- 
jects. Typically,  the  American  side 
provides  product  definition  and 
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The  King  David 
Jerusalem 

Host  to  royalty  and  world  leaders,  the  King  David  is  one  of 
the  world's  great  hotels  and  the  choice  for  anyone  seeking 
a  singular  Jerusalem  experience;  a  variety  of  conference 
and  meeting  rooms,  superbly  situated  and  easily  accessible 
to  wherever  you  want  to  be. 


Special  Rates  to  Participants  in  the 
Jerusalem  Business  Conference  1 993. 
Dates:  Oct.  30- Nov.  1. 

Superior  Room    Deluxe  Room 
(Facina  New  Citv 


Single  Occupancy      $260.  $280. 

Rates  are  per  night  arid  include  full  Israeli  breakfast  and  service  charges. 


Come  Early  and  Stay  on  Afterwards 

The  Dan  Hotels  of  Israel  offers  singularly  fine 
hospitality  at  any  one  of  its  seven  luxury  hotels  and 
resorts  in  the  country's  finest  locations.  Ask  us 
about  our  special  rates. 

King  David,  lerusalem  •  Dan  Tel  Aviv  -  Dan  Carmel,  Haifa 
Dan  Accadia,  Herzlia-on-Sea  -  Dan  Caesarea 
Dan  Panorama,  Tel  Aviv  -  Dan  Panorama,  Haifa 


For  information  and  reservations,  please  contact: 
Israel  Hotel  Representatives 

Tel;  (212)752-6120,  Toll  Free:  800-223-7773/4,  Fax:  (212)759-7495 


The  Dans  of  Israel 
Hotels  and  Resoits 


R    Capital    Opportunity  Ha 
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IT  can  be  called 
the  dawn  of 
a  new  era. 


A  new  government  in  Israel  is  making 
the  encouragement  of  foreign 
investments  a  national  priority.  Now  is 


For  further  information 
on  business  opportunities 
with  the  State  of  Israel, 
olease  contact: 

Jerusalem: 

MINISTRY  OF  INDUSTRY  AND  TRADE 
CENTER  FOR  BUSINESS  PROMOTION 
Tel:  972-2-698  547/6 
Fax:  972-2-669  388 


New  York: 

ISRAEL  ECONOMIC  MISSION 
Tel:  (212)  560  0600 
Fax:  (212)  564  8964 

Los  Angeles: 

GOVERNMENT  OF  ISRAEL 
INVESTMENTS  EXPORT  AUTHORITY 
Tel:  (213)  658  7924 
Fax:  (213)  651  0572 


the  time  to  look  into  a  growth-orier 
investment  in  industry  -  a  source 
profits  and  expansion. 
Any  way  you  look  at  it,  Israel  has  n 
to  offer.  That's  why  Intel,  Motorola, 


Boston: 

GOVERNMENT  OF  ISRAEL 
ECONOMIC  OFFICE 
Tel:  (617)  451  1810 
Fax:  (617)  451  2677 

San  Francisco: 
GOVERNMENT  OF  ISRAEL 
ECONOMIC  MISSION 
Tel:  (415)  434  2450 
Fax:  (415)  434  8034 


Chicago: 

GOVERNMENT  OF  ISRAEL 
INVESTMENTS  EXPORT  AUTHOR 
Tel:  (312)  332  2160 
Fax:(312)332  2163  \ 

Toronto: 

ISRAEL  ECONOMIC  MISSION  OFC 
Tel:  (416)  961  1242 
Fax:  (416)  961  3962 
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EC,  KLA  instruments,  Microsoft, 
ctei  and  many  ottiers  tiave 
ytabiistied  firm  roots  in  Israei. 


israei  extends  to  you: 

The  Highest  Calibre  of  Human  Resources 

Israel  has  2-3  times  more  scientists  and  engineers  engaged  in 
R&D  per  capita  than  any  other  country  in  the  world.  In  addition, 
over  50%  of  the  wave  of  immigrants  arriving  from  the  former 
Soviet  bloc  are  scientists,  professionals,  engineers  and 
technicians. 

Israel's  stable,  highly  skilled,  motivated  workers  are  available  at 
salaries  that  are  20  to  30%  lower  than  in  the  United  States. 

The  Perfect  Environment  for  R&D 

Israel's  talent  for  innovation  and  creativity  is  a  magnet  for 
overseas  investors.  Numerous  Israeli  high  tech  companies  are 
pioneers  in  their  field,  and  have  translated  their  inventions  into 
profitable  businesses  that  are  now  listed  on  U.S.  stock  exchanges 
Israel  has  world-renowned  R&D  centers  which  cooperate  closely 
with  industry,  scaling  up  research  into  commercial  applications. 
And  Israel  has  a  track  record  for  getting  products  to  market  faster 
giving  you  a  competitive  edge. 
Israel's  government  supports  R&D  with  generous  funding. 
Binational  endowment  funds  serve  as  additional  sources  for  R&D 
funding. 

A  Bridge  to  Major  Markets 

Israel  has  free  trade  agreements  with  the  United  States,  the 
European  Community  and  EFTA.  This  is  the  source  of  profitable 
trade  in  industrial  and  consumer  goods. 
Israel  is  also  an  excellent  launching  point  for  trade  with  emerging 
markets  in  Eastern  Europe  and  what  was  formerly  the  Soviet 
Union.  Israeli  experts  speak  the  languages  prevalent  in  these 
growing  economies,  and  know  how  to  structure  profitable  busines 
deals  in  their  particular  environment. 

A  Developed  Infrastructure 

You'll  find  that  Israel  meets  the  standards  you're  accustomed  to.  It 
has  advanced  international  financial,  accounting,  insurance  and 
legal  systems,  modern  roads,  sea  and  airports,  and  modern 
communications  and  telecommunications  networks. 
Throughout  the  country,  Israel  offers  competitively  priced  Industrie 
facilities  and  parks  supporting  every  type  of  industrial  venture. 

Government  Incentives  and  Benefits 

Several  programs  of  incentives  are  available  for  investors  and 
venture  capitalists.  They  include  generous  investment  grants, 
government  loan  guarantees,  tax  exemptions,  a  venture  capital 
fund  for  high  risk  enterprises  and  numerous  other  substantial 
benefits. 

Let's    Get  Together 
It  all  adds  up  to  unique  human  resources,  R&D, 
government  incentives  and  trade  agreements.  Star 
making  plans  today  to  become  a  partner  in  a 
country  geared  for  profitable  growth. 


Israel  -  A  powerhouse  of  opportunitie 


TAHAL 

CONSULTING 
ENGINEERS 
LTO. 

President:  A.  BEN-GAL 

Senior  Vice-President  and 
Chief  Engineer:  I.  SURPIN 

Registered  with:  World  Bank, 
Inter-American  Bank,  UN  Agencies 

TAHAL  provides  consultancy 
services  worldwide  in  the  fields  of: 

□  Water  resources  development 

□  Water  supply 

□  Sanitation  &  environmental  protection 

□  Agricultural  development 

□  Irrigation  &  drainage 

□  Agro-industries  &  industrial  plants 

□  Public  works  &  infrastructure 

□  Marine  engineering 

□  Energy 

□  Oil  &  gas  transportation  &  storage 

□  Integrated  development 

□  Systems  engineermg  &  management 

□  G.I.S. 

Services  are  offered  on  the  level  of 
reconnaissance  studies,  master  plans, 
feasibility  studies,  detailed  design,  tender 
document  preparation,  contract  and 
ongoing  project  management, 
construction  supervision  and  technical 
assistance  and  training. 


TAHAL  has  been  in  the  forefront  in  the 

application  -  and  in  many  cases  the 
development  -  of  innovative  planning 
concepts  and  methods.  These  include: 
mathematical  modelling  and  linear 
programming  for  water  resources 
development:  computer  aided  design  of 
water  supply  networks  as  well  as  sewage 
systems  and  highways:  and  the  staged, 
integrated  approach  to  water  resources 
development  and  management,  based  on 
conjunctive  use  of  ground,  surface  and 
marginal  sources. 

TAHAL's  clients  include  governments, 
public  institutions,  private  firms  and 
individuals  in  over  50  countries, 
principally  in  Asia,  Africa  and 
Latin  America. 


Head  Office: 

54  Rechov  Ibn  Gvirol,  RO.Box  11170 
Tel- Aviv  Israel  61111 
Tel:  03-6924434  Telex:  34-2696,33-654 
Fax:  972-3-6969969  /  6968818 

Affiliates: 

TAHAL  Consultants  (Nigeria)  Ltd. 
2  Arigidi  Street,  Bodija,  RO.Box  561 
Ibadan,  Nigeria 

ENCO  -  Engenharia  Consultoria 

Planejamento  Itad.  Av. 

Rio  Branci  81,  7  andar 

Rio  de  Janeiro,  RJ-CEP,  20040,  Brazil 

TAHAL  Consulting  Engineers  Ltd. 

860  N.E.  182nd  St. 

North  Miami  Beach,  Florida  U.S.A. 


mm  m  for  20, m  mmED  mioMER^ 

85  vessels  calling  250  ports  around  the  globe,  21  shipping  lines, 
2700  computer  terminals  serving  our  clientele  world-wide. 
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marketing,  while  the  Israeli  side 
deHvers  speedy,  inexpensive  devel- 
opment. These  ad  hoc  partnership 
give  Israeli  companies  vital  trainin 
in  the  kinds  of  cross-corporate  tec 
nological  projects  that  are  becomii 
the  norm  in  competitive  high-tech 
industries. 

BIRD  may  have  shown  the  wayi 
but  companies  like  IBM  have 
improved  it,  demonstrating  that 
using  Israeli  products  and  develop 
ment  teams  makes  good  business 
sense  even  without  BIRD's  match 
making. 

IBM  Israel's  International 
Procurement  Office  (IPO)  was 
originally  conceived  as  a  tool  for 
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Elscint  Ltd.,  an  Elron  subsidiary,  offers  con 
puter-based  medical  diagnostic  imaging 
systems. 

IBM's  international  policy  of  good 
corporate  citizenship.  The  IPO 
began  by  handing  out  relatively 
undemanding  work  to  Israeli  com 
panies  that  could  meet  IBM  stan- 
dards. But  a  few  years  ago,  says 
Elizur  Bar-Yosef,  IPO  manager 
realized  that  IBM  could  gain  a  lot ' 
buying  products,  software  or  othei 
capacities  from  Israeli  companies. 
We  just  had  to  show  the  way  and 
prove  to  IBM  worldwide  that  som« 
dmes  tiny  Israeli  firms  had  just  the 
right  solution  to  make  that  extra  si 
IBM  needs." 

Acting  as  an  independent 
entrepreneurial  unit  within  IBM, 
Bar-Yosef  s  outfit  seeks  the  techno 
gies  that  IBM  needs  and  matches 
them  with  the  capabilities  of  Israel 
firms.  This  has  led  to  a  variety  of 


Z  I  M    I  S  R  A  E  L    N  A  V  I  G  A  T  I  O  N  COMPANY 
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siness  connections,  including 
'*dev{  aight  sales,  strategic  alliances, 
"^'■tostii  IM  production  and  formal  part- 
''iiaini  rships  with  IBM. 
'^fsieie  Acting  with  — and  ahead  of— the 
e,  the  IPO  is  pushing  companies 
lec  )m  Israeli  telecommunications  and 
ta  communications  industries  into 
'itiewa  ^  IBM  world.  Data  communica- 
ns  has  emerged  in  the  last  year  as 
ey  Israeli  specialty  along  with 
aging  technology  and  digital- 
Tial  processing. 

The  IPO  matched  Lanoptics  with 
M  Norway  to  offer  the  solution 
eded  by  a  leading  player  in  the 
)rwegian  banking  industry, 
noptics  is  one  of  four  Israeli  data 
munications  companies  that  are 
ng  offered  to  IBM  Europe  as  hav- 
safe,  off-the-shelf  solutions  that 
be  bought  without  further 
eking  or  negotiations. 
The  next  step  is  offering  Israeli 
ta  communications  solutions  to 
M's  RS/6000  line  of  workstations, 
of  the  highest  priority  markets 
IBM  worldwide.  Four  Israeli 
panies,  IIS,  Makash,  Fibronics 


1992  IBM  Orders  Breakdown 
By  Product 


Electronics 
Technology  2% 
12% 


Components 
16% 


Communications 

3% 


Equipment 


9% 


Other 

3% 


Metal  & 
Machining 
19% 


Electrical 
1% 


Software 
35% 


Source:  IBM  Israel 


Haifa  Chemicals  -  Enriching  Nature  With  Science 
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Haifa  Chemicals,  the  world's  largest 
producer  ot  potassium  nitrate,  is  a 
steadily  growing  company  committed 
to  combining  technological 
sophistication  with  environmental 
friendliness.  Investments  in  R&D 
and  state-of-the-art  facilities  ensure 
that  it  meets  the  most  demanding 
standards  for  plant  nutrients  that 
are  highly  effective,  safe  and 
readily  available. 

In  addition  to  the  Multi-K  potassium 
nitrate  family  of  fertilizers,  Haifa 
Chemicals  produces  a  variety  of 
other  fertilizers,  as  well  as  chemicals 
for  industries  applied  in  food  and 
glass  to  petrochemicals,  metals, 
explosives  and  fire  retardants. 

Wholly  owned  by  Trans-Resources 
Inc.  of  New  York  in  the  United  States, 
Haifa  Chemicals  was  established  in 
1966,  and  is  one  of  Israel's  most 
successful  companies.  It  is  now 
implementing  a  major  investment 


program  to  expand  its  capacity  in 
response  to  demand  for  its  quality 
products.  A  new  complex  in  the  South 
of  Israel  sceduled  to  come  on  stream 
at  the  beginning  of  1995,  will  produce 
potassium  nitrate  and  phosphonc  acid. 


Multi-K 


Just  two  decades  ago,  potassium 
nitrate  was  not  applied  extensively 
as  a  fertilizer  Fully  soluble  and 
composed  of  100%  plant  nutrients, 
Multi-K  has  penetrated  markets  in 
70  countries.  Over  500,000  MT  are 
sold  per  annum  of  this  specialty 
chemical  thanks  to  extensive  market 
development  by  Haifa  Chemicals. 


Marketing  and  Distribution 


Haifa  Chemicals  has  subsidiaries  in 
Europe  including:  Ferquisa  in  Spain, 
Hi-Chem  SA  in  Belgium,  Hi-Chem  Ltd. 
in  the  UK,  Hiagri  in  Italy,  Duclos 
International  in  France  and  is  affiliated 


with  Vicksburg  Chemical  in  the 
United  States.  A  global  distribution 
system  assures  that  manufacturers 
receive  a  prompt  response  to  their 
order  for  industrial  intermediates 
and  that  growers  are  provided  with 
products  for  direct  applications 
on  schedule. 


Facilities  and  Human  Resources 


Haifa  Chemicals  plant  have  a 
production  capacity  of  300,000  tpa 
of  potassium  nitrate;  50,000  tpa  of 
phosphoric  acid;  40,000  tpa  of 
sodium  tripolyphosphate  detergent 
grade;  20,000  tpa  of  technical 
phosphate  salts  and  10,000  tpa  of 
food  grade  salts.  In  1992  the  company 
reported  a  turnover  of  $200  million  ■ 
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Making  professionals  more  proficient 

The  DCL  group  develops  highly 
technological  market-driven 
electronic  and  software  products, 
using  internal  R&D  funds, 
seeking  strategic  marketing 
partners/investors  when  products 
mature  beyond  technological  risk. 

Our  products  include: 

•  Advanced  Radio  Data  Comms 

•  Wireless  LAN 

•  Network  Management  Systems 

•  Expert  Systems 

•  EDA  products 

DCL  Technologies  Ltd. 

20  Galgaley  Haplada  St. 
Industrial  Area,  Herzlia 
P.O.Box  544 
Herzlia  46105,  Israel 
Tel.:  972-9-584684 
Fax:  972-9-543917 


from  the  Elron  group  and  RAD, 
have  been  included  in  IBM's  E-mail 
catalog  of  peripherals  for  the 
RS/6000  environment. 

RAD  could  be  one  of  the  best 
examples  of  the  new  wave  of  Israeli 
high-tech  winners,  in  both  its  field 
and  the  way  it  does  business. 
President  and  CEO  Zohar  Zisapel 
says  that  after  the  U.S.,  Israel  has 
become  the  world's  leading  center 
for  data  communications  innova- 
tions. "You  can  see  it  in  all  the 
startups,  in  all  the  innovations  in 
LAN  (local  area  networks  for  large- 
scale  computer  systems),  in  inter- 
networking between  computers." 

Sales  of  the  12-company  RAD 
Group  reached  $110  million  last 
year  and  are  expected  to  reach  $150 
million  in  1993.  The  group  has 
three  main  divisions:  RAD  Data, 
which  makes  modems,  multiplexers 
and  inter-networking  equipment, 
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the  $47-million-a-year  Lannet,  bes||  tii"" 
known  for  its  modular  multimedi 
LAN  connectivity  solutions,  and 
RAD  Network  Devices.  RAD,  like 
some  of  its  competitors,  has  adop 
ed  a  strategy  of  entering  new  mar  ufc 
ket  segments  by  spinning  off  ind^ 
pendent  subsidiaries.  New  RAD 
companies  spring  up  at  the  rate  o 
about  two  per  year,  always  spurrei 
by  the  creation  of  significant  new 
technologies. 


GOING  PUBLIC 
IN  THE  U.S. 

Lannet,  one  of  RAD's  largest  sub- 
sidiaries, is  one  of  46  Israeli  comd 
nies  traded  on  New  York  stock 
exchanges.  After  Canada,  Israel  hj 
the  largest  number  of  non-U. S.  cci 
panics  that  use  the  New  York  ex 
changes  as  both  a  source  of  capit^ 
and  a  window  exposing  them  to  tj 
world. 
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GIZA  GROUP 

INVESTMENT  BANKING 

■  Registered  with  the  U.S. 
Securities  and  Exchange 
Commission 

■  Isreali  adviser  to  The  First 
Israel  Fund  Inc.  ($75  mil.), 
and  an  International  Associate 
of  CS  First  Boston  and 
James  Capel  &  Co. 

■  Corporate  Finance  Services 

■  Mergers  and  Acquisitions 

■  Capital  Raising 

■  Direct  Investment 

■  Financial  Analysis 

■  Equity  Research 

■  Asset  Management 


GIZA  GROUP 
2  Kaufman  St. 
P.O.Box  50082 
Tel  Aviv  61500,  Israel 
Tel:  972-3-663302 
Fax:  972-3-663305 


Scientists  and  Engineers 
Engaged  in  Research  and  Development 
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Elron's  Uzia  Galil,  one  of  the 
aeli  pioneers  on  the  New  York 
changes,  says  that  there  is  no 
ager  any  "Israel  risk"  factor  that 
>counts  the  prices  of  Israeli  stocks. 
■Relies  made  by  major  U.S.  broker- 


e  firms  show  that  the  investment 
mmunity  weighs  Israeli  stocks  as  if 
ey  were  U.S.  firms  competing  in 
nerican  markets.  In  some  cases 
ere  are  even  signs  of  an  "Israel 
emium." 

Zeev  Holtzman  of  Giza  is  the 
aeli  adviser  for  the  First  Israel 
md,  a  country-specific  mutual  fund 
t  up  to  invest  in  Israeli  companies, 
e  says  there  are  two  major  reasons 
ly  Israeli  firms,  more  than  most 
Israel  Iher  foreign  companies  operating 
the  U.S.,  choose  to  go  public  in 
;w  York. 

First,  he  says,  U.S.  markets  give  a 
uch  higher  price  to  promising 
jh-tech  companies  and  can  also 
ovide  the  volume  missing  from 

Tel  Aviv  Stock  Exchange. 
Icond,  being  traded  in  New  York 
es  an  Israeli  company  a  better 
ance  to  sell  its  product  in  the  U.S. 
rket. 

During  much  of  the  1980s, 
ael's  export  growth  was  flat,  as 
mpanies  devised  the  strategies 
at  are  now  helping  them  flourish, 
was  a  period  in  which  managers 
iiilt  companies  to  meet  the  world. 

They  learned  TQM  (total  quality 
Management),  integrating  what 
tade  most  sense  in  the  Israeli  cli- 
mate. Marketing  became  an  obses- 
on.  Subsidiaries  were  opened  in 
jy  markets,  and  an  industiy  tradi- 
|)nally  driven  by  engineers  learned 
foout  customers. 
Then  the  Cold  War  ended,  open- 
g  vast  new  markets  in  countries 
at  had  never  traded  with  Israel, 
'iid  giving  the  country  the  gift  of 
■arly  half  a  million  talented  immi- 
ants  from  the  former  Soviet 
lion.  Their  arrival  between  1989 
id  1991  jump-started  the  Israeli 
onomy  in  everything  from  home 
iiilding  to  the  food  industry, 
i  Immigrants  are  beginning  to 
lake  their  mark  in  their  own  busi- 
|;sses,  including  Israel's  technology- 
itensive  industries.  DCL  Tech- 
!i)logies'  hot  new  expert  system, 
lich  analyzes  biological  com- 
)unds,  was  the  idea  of  a  Russian 
imigrant  who  was  hired  as  a  tem- 
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.^Introducing 
one  of  the  hottest 
chemical  companies 

in  the  world 


..^pping  the  vast  resources  of  the  Dead  Sea  and  the  Negev,  Israel 
Chemicals  Ltd.  employs  innovative  R&D  and  production  technologies 
to  reap  the  desert's  riches.  Expert  scientists  and  engineers  create 
products  tor  virtually  every  industry  under  the  sun,  from  plastics,  phar- 
maceuticals and  foods...  to  agricultural  products,  composites  and  end- 
consumer  goods. 

J^five  year  $1 .7  billion  investment  program  is  now  accelerating  Id's 
development  of  speciality  chemicals,  advanced  fertilizers  and  high 
added  value  products,  ensuring  ICL's,  continued  technological  and 
market  leadership. 

$1 .2  billion,  multinational  company  with  production  and  marketing 
facilities  worldwide,  it's  easy  to  see  why  ICL  has  become  one  of  the 
hottest  properties  around. 


USINESS 


Chemicals:  Bromine  and 
bromine  compounds, 
chemicals  for  paper,  steel, 
water  treatment,  food 
additive,  tobacco  and 
pharmaceutical  indus- 
tries and  other 


ROUPS 

ndustrial  uses. 
Fertilizers:  Potash,  phos- 
phate rock,  fertilizers. 
Other:  Truck  and  train 
transportation,  water 
desalination,  mining 
and  tunnel  digging. 


ICL  -  Israel  Chemicals  Ltd. 

123  Hahashmonalm  St.,  Tel  Aviv  61071,  Israel 
Tel:  (972)  3-563-0232  .  Fax:  (972)  3-561-5391 


poraiy  employee  for  a  short-term 
project.  As  he  was  picking  up  his  last 
paycheck,  he  asked  DCL  manage- 
ment if  it  might  be  interested  in  a 
pet  project  he  had  started  while  he 
was  in  the  Soviet  Union.  The  idea 
got  him  a  job  and  gave  a  new  prod- 
uct to  DCL. 

While  the  domestic  marketplace 
grew  nearly  1 0%  overnight  because 
of  immigiation,  the  stock  market 
went  through  a  thyree-year  boom,  ris- 
ing 80%  in  1992,  only  to  enter  into 
consolidation  this  year.  But  the  mar- 
ket is  vibrant  and  healthy,  and 
according  to  Sivan,  CEO  at  Bank 
Hapoalim,  there  is  increasing 
demand  for  the  bank's  services  from 
foreign  customers  interested  in  ser- 
vices ranging  from  portfolio  man- 
agement to  corporate  investment 
banking  advice. 

The  increasing  attraction  of 
investments  in  Israel  has  also  been 
felt  at  the  First  International  Bank, 
where  CEO  Shlomo  Piotrkowsky 
points  to  more  foreign  customers 
seeking  investments  of  various  kinds 
in  Israel. 


GADOT  is  a  well  established  supplier 
among  the  world's  leading  companies 
in  the  food,  pharmaceuticals,  and 
detergent  markets. 

Citric  Acid,  Citrates  &  Phosphates 

are  produced  according  to  the  world's 
most  demanding  food  and  drug 
standards,  including  ISO  9002. 

GADOT 's  worldwide  customers 
are  well  serviced  by  strategic  located 
marketing  offices,  competitive 
logistics  and  fast  customer  response. 


A  Division  of 
Gadot  Petrochemical  Industries  Ltd.  Israel 

Tel:  972-3-7510811 
Fax:  972-3-7518042 


Bexytol  U.S.A. 

Tel:  203-359-6727 
Fax:  203-359-6817 


Bexytol  Netherlands 

Tel:  31189012777 
Fax:  31189012850 


The  First  International  Bank 
itself  is  an  example  of  the  cycle  of 
business  created  by  an  investment  in 
a  growing  economy  with  global  aspi- 
rations. The  bank  was  bought  by  the 
Safra  group  of  international  banks 
and  made  a  fully  integrated  member 
of  this  group  last  year.  This  in  turn, 
Piotrkowsky  says,  created  a  lot  of 
business  because  Israeli  companies 
were  interested  in  using  the  Safra 
network's  ability  to  offer  one-stop 
banking  services  to  simplify  the 
operations  of  Israeli  companies 
abroad.  Foreign  investors  found 
similar  one-stop  services  at  the 
First  International  Bank  through 
its  association  with  the  Safra  group. 


IS  rslEXT 


THE 
WORLD 
DOOR 

Israeli  banks  are  universal,  covering 
the  full  range  of  commercial  and 
investment  banking,  so  they  have 
also  played  a  large  part  in  the  two 
major  elements  that  are  changing 
Israeli  business.  The  first  is  the  lack 
of  a  home  market,  which  creates  the 
export  imperative.  Technology  has 
been  the  key  to  exports,  either  for 
classic  high-tech  electronics  compa- 
nies, or  in  other  businesses  such  as 
commodity  chemicals,  where  the 
best  technology  is  essential  to  yield 
cost  advantages  over  foreign  com- 
petitors. 

The  second  major  trend  is 
expanding  the  range  of  business 
from  manufacturing  to  sales  across 
the  entire  world.  The  word  multina- 
tional is  usually  associated  with  com- 
panies with  sales  of  many  billions. 
But  Israeli  companies  may  be  har- 
bingers of  new  trends,  because  they 
come  into  truly  multinational  opera- 
tions at  a  far  smaller  size,  giving 
them  both  the  nimbleness  of  smaller 
companies  and  a  global  spread  of 
business  with  the  advantages  of 
diversifying  business  and  managing 
risk. 

A  case  in  point  is  Teva,  Israel's 
largest  pharmaceutical  corporation. 
The  striking  growth  in  the  U.S. 
generic  pharmaceutical  market  in 
the  past  18  months  has  prompted 
Teva  to  revise  its  entire  business 
strategy,  says  CFO  Dan  Suesskind. 
"In  the  past  we  thought  that  we 
would  develop  generic  pharmaceuti- 
cals until  we  could  introduce  our 


own  innovative  products  in  the 
U.S.,"  says  Suesskind.  "However 
got  so  many  generic  product 
approvals  in  the  U.S.  in  1992  and 
the  market  grew  so  rapidly  that  wi 
reached  the  conclusion  that  we  w; 
to  pursue  both  businesses  simultaij 
ously,  and  not  one  at  the  expense 
the  other." 

Teva  and  its  U.S.  subsidiary 
Lemmon  received  14  FDA  approv 
for  the  marketing  and  sale  of  gen^ 
ic  drugs  in  the  U.S.  By  year-end, 
these  products  represented  23%  oj 
Lemmon's  total  revenues  and  75% 
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ICL  is  planning  to  open  several  new  plants 
this  year  that  are  capable  of  producing  a 
variety  of  sophisticated  chemical  products^ 

of  its  increase  in  sales  from  1991, 
says  Suesskind,  and  contributed  si| 
nificantly  to  Lemmon's  and  Teva'si 
improved  profitability.  Teva's  199^ 
sales  abroad,  especially  in  the  U.S.. 
exceeded  domestic  market  sales  in 
Israel  for  the  first  time.  Total  sales 
for  1992  were  $396  million,  a  23.5* 
increase  over  the  previous  year, 
notes  Suesskind. 

Because  of  the  high  U.S.  growtl 
Suesskind  says,  the  company  is  no\ 
"going  to  concentrate  on  growing 
Europe,  so  there  will  be  three  majc 
markets."  In  line  with  this  strategy, 
Teva  last  year  acquired  two  small 
but  strategically  important  opera- 
tions: an  Italian  bulk  pharmaceutic 
manufacturer  and  a  German  drug 
company. 

Israel's  shipping  line,  Zim,  relie 
on  Israeli-oriented  business  even  le 
than  Teva.  Despite  persistent  overd 
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icity  of  shipping  tonnage  aggravat- 
by  foreign  government  subsidies 
its  competitors,  and  despite  the 
irrent  world  recession,  Zim  Israel 
avigation  Co.  Ltd.  has  managed  to 
pand,  diversify  and  show  a  profit, 
ith  annual  sales  of  $  1 . 1  billion,  it 
^^pens!  ^  also  become  Israel's  largest  non- 
dustrial  company. 

Originally  created  in  1945  to 
*ing  immigrants  from  postwar 
irope  to  Israel,  Zim  later  turned  to 
ight  and  was  one  of  the  first  to 
)erate  container  and  roll-on,  roll- 
f  vessels.  Today,  having  long  since 
opped  passenger  business  and 
read  to  250  ports  around  the 
Dbe,  only  30%  of  its  trade  is  con- 
■cted  with  Israel,  and  it  has 
•come  the  world's  seventh-largest 
ntainerized  shipping  company. 
In  October  1992,  Zim  inaugurat- 
1  an  inter-America  service,  and  last 
jay  added  an  inter-Pacific  service 
j  tween  Indonesia,  Singapore, 
liailand  and  Hong  Kong.  Over  the 
ist  three  years,  says  President  and 
lO  Matty  Morgenstern,  Zim  has 
ibarked  on  a  major  project  to 
ange  its  orientation^  from  a  ship- 
ng  company  to  an  integrated 
ternational  goods  transport  sys- 
m.  The  company  already  offers 
mplete  door-to-door  service  to 
lected  destinations  and  intends  to 
pand  this  service  to  cover  the 
ajority  of  customers  and  routes. 
Ip^'ggj  I  As  part  of  this  project,  Zim  has 
;come  involved  in  a  variety  of 
msport-related  activities,  including 
acking,  air,  sea  and  rail  freight  for- 
krding,  customs  clearance,  insur- 
itce  and  terminal  operations.  At 
e  heart  of  the  system  is  a  state-of- 
e-art  computer  network  developed 
|-house,  and  a  sophisticated  voice 
id  data  telecommunications  net- 
)rk  using  five  leased  satellite  lines. 
For  the  period  1989-1994,  Zim's 
vestments  will  reach  $500  million, 
lese  investments  include  building 
ven  new  ships,  renovating  1 1  old 
les,  acquiring  or  renewing  contain- 
s,  and  diversifying  —  and  not  only 
to  related  areas  of  activity. 

"Our  strategy  ...  as  a  global  car- 
er is  to  carry  on  enlarging  our  vol- 
ne  of  activity.  But  this  is  condition- 
upon  it  being  economic  —  we 
m't  want  to  be  big  just  for  the 
ory,"  says  Morgenstern. 
Another  example  of  internation- 
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al  success  is  Tahal  Consulting 
Engineers,  a  state-owned  company 
that  started  life  as  Israel's  water 
planning  authority.  Today,  apart 
from  being  the  country's  largest 
engineering  company,  it  has  blos- 
somed into  what  company  president 
Yanosh  Ben-Gal  terms  a  "multidisci- 
pline,  multi-know-how,  -multilingual" 
operation,  with  activities  in  21  coun- 
tries. And  it  is  putting  the  finishing 


touches  on  plans  to  diversify  and 
expand  in  tandem  with  a  govern- 
ment program  to  privatize  it. 

Israel's  unique  experience  in 
water  use  in  an  arid  climate  gives  it 
a  big  competitive  advantage  over 
European  or  American  rivals  whose 
experience  is  "mainly  theoretical 
and  academic"  says  Ben-Gal.  Water 
is  still  at  the  core  of  his  description 
of  Tahal's  activities:  for  example, 


1  f  your  company  is  seeking  advanced  skills,  needs 
technologies  and  solutions,  and  wants  to  improve  time- 
to-market,  you  must  have  Israel  on  your  suppliers  list. 

The  International  Procurement  Office  (IPO)  of  IBM  Israel, 
actively  searches  and  successfully  identifies  Israel's  unique 
and  innovative  capabilities.  Then  introduces  them  to 
IBM  subsidiaries  and  units  around  the  globe  where 
performance  and  ciedibility  establish  them  as  recognized 
IBM  vendors. 

Through  IPO's  deep  involvement  in  information 
technology  and  high-tech  enterprises  in  Israel,  IBM's 
procurement  has  grown  dramatically.  Israeli  companies 
effectively  provide  high  performance  solutions,  backed 
by  vast  experience  in  multi-disciplinary  projects. 

With  IBM  infrastructures  and  IPO  skills,  you  have  the 
perfect  tool  for  accessing  the  best  -  Israel's  information 
technology,  software,  communications  and  services. 


Try  us! 


IBM  PURCHASES  FROM  ISRAEL 
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International  Procurement  Office, 
IBM  Israel  Ltd. 
2  Welzmann  St.  Tel  Aviv  61336,  Israel 
Tel  :  972-3-6978336/73,  Fax:  972-3-6978907 


the  easy  to  read  winning  cloice  for 


i5  years  experience  in  providing 

long  life,  superior  quality  high  energy 

batteries  /O  year  proven  shelf-life 

J  70  to  27,000  mAh  capacity  range 

ISO-9001  confermance 

70  million  batteries  exported 
to  customers  in  50  countries  woridwide. 

Boost  your  reliability. 
And  profitability. 

WithTADIRAN- 

the  winning  battery  performers. 

ipowerful  battery  tioose. 


TADIRAN  LTD  BATTERY  DIVISION 
P.O-B^  75  REHOVOT  76100.  ISRAEL 
FAX:  972-8-413062 
ATTN:  INTL  MARKETING 


prevention  of  water  pollution  (both 
above  and  underground),  locating 
new  water  sources,  planning  nation- 
al and  regional  water  projects,  water 
transportation,  irrigation  and  facili- 
ties for  treating  and  recycling  urban 
sewage  and  industrial  wastewater. 
The  company  has  extensive  experi- 
ence in  urban  planning  and  civilian 
infrastructure  such  as  roads  and 
bridges. 

Current  projects  include  a  $100 
million  project  to  stop  sewage  and 
wastewater  contamination  of  Lake 
Maracaibo  in  northwest  Venezuela, 
ongoing  planning  for  water  infra- 
structure in  Nepal,  and  a  project  to 
upgrade  the  milk  yield  of  Mexican 
cows. 

The  exact  formula  for  privatiza- 
tion is  still  being  hammered  out, 
says  Ben-Gal.  However,  "in  princi- 
ple," 51%  of  the  government's 
shares  will  be  sold  initially,  probably 
this  year  —  25%  via  flotation  on  the 
stock  exchange  and  25%  via  options. 

IVION/ING 
IMTO  ASIA 

Geographically,  Israel  is  nested 
between  Asia,  Europe  and  Africa.  Its 
population  enjoys  the  benefits  of 
both  homogeneity  and  heterogene- 
ity. Everybody  knows  everybody  else, 
and  there  is  no  problem  in  finding  a 
marketing  manager  fluent  in 
English,  Arabic,  Spanish,  Russian  or 
most  of  the  other  major  languages 
of  the  world.  A  unique  set  of  free- 
trade  agreements  with  the  U.S., 
the  EC  and  EFTA  turns  this  advan- 
tage into  a  tangible  benefit.  The 
result  is  the  kind  of  flexibility  that  is 
essential  in  the  world's  rapidly 
changing  business  climate.  If  you 
can  trade  with  most  of  the  world 
and  have  people  who  speak  the  lan- 
guages, all  you  need  are  wonderful 
products  and  superbly  flexible  man- 
agement to  make  the  world  your 
oyster. 

For  example,  Israel  Chemicals 
Ltd.  (ICL)  felt  the  impact  of  the 
recession  in  Western  Europe  and 
the  decline  in  global  demand  for  fer- 
tilizer, which  weakened  profits  in 
many  European  chemical  compa- 
nies. Yet  ICL  reported  a  12.6% 
increase  in  operating  income,  pri- 
marily because  it  substantially 
reduced  production  costs  and 
expanded  its  markets  in  Asia. 


Lower  production  costs  show 
how  management  uses  technolog) 
and  last  year,  sales  in  ICL's  chemi 
cals  segment  continued  to  grow  ' 
even  while  profitability  dropped. 
Although  fertilizer  sales  figures 
remained  at  1991  levels,  increasec|hTiiers 
sales  to  Asia  compensated  for  the 
European  slump. 

The  group's  development  pro- 
gram calls  for  aggressive  capital 
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Haifa  Chemicals  is  the  woriiTs  largest  pro 
ducer  of  the  hi^-quality  fertfllzer  potassl 
nitrate,  which  is  made  from  potash,  one  o 
Israel's  most  abundant  raw  materials. 

expenditure,  adding  new  product 
and  devoting  "considerable 
resources"  to  developing  higher 
added-value  business  in  pharmace 
ticals,  structural  materials  and 
organic  intermediates.  Again,  Asi 
markets  are  the  prime  target  for 
increased  sales  and  more  joint  ve 
tures.  Part  of  this  strategy  is  a 
million  joint  venture  for  potash 
extraction  in  China. 
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The  results  will  be  seen  this  year 
several  new  plants  come  on 
earn,  inc  uding  facilities  for  pro- 
cing  specialty  magnesium  oxide 
^ducts,  paper  chemicals, 
)nomers  for  high-performance 
lymers,  salts  and  MKP,  a  fully  sol- 
e  concentrated  fertilizer.  Sales  of 
ise  products  will  commence  in 
94.  A  new  factory  set  to  begin  pro- 
ction  during  1995-96  will  use  a 
ique  technology  to  produce 
,000  tons  a  year  of  magnesium 
»m  the  magnesium-rich  brines  of 
;  Dead  Sea. 

Another  Israeli  chemical  compa- 
operating  globally  is  Haifa 
lemicals,  owned  by  Trans 
sources  Co.,  a  private  U.S.  con- 
:n.  Haifa  Chemicals  is  the  world's 
gest  producer  of  the  high-quality 
"tilizer  potassium  nitrate,  which  is 
ide  from  potash,  one  of  Israel's 
)st  abundant  raw  materials.  The 
mpany's  1992  sales  were  almost 
ally  from  exports  and  reached  $  1 99 
llion,  with  its  sole  factory  employ- 
550  workers. 

Haifa  Chemicals  is  investing  $150 
llion  in  a  new  plants  at  Rotem,  in 
Negev,  Israel's  southern  desert, 
e  to  open  in  1995,  the  facility  will 
ntually  have  a  capacity  of  200,000 
s  a  year  of  potassium  nitrate  and 
1,000  tons  of  phosphoric  acid, 
rth  $100  million  annually.  The 

pany's  main  markets  are 
rope.  East  Asia,  North  and  Latin 
erica  and  South  Africa.  It  is  vying 
inst  a  major  Chilean  competitor 
participation  in  a  joint-venture 
tassium-nitrate  project  planned  in 
lina. 

iB.  ji  Zwi  Waldman,  CEO  at  Haifa 
I^Mttemicals,  sees  his  company's 
^H|mediate  future  as  "doing  more  of 
'  e  same  but  becoming  increasingly 
,  phisticated.  The  Far  East  is  our 
ime  target.  We  are  going  to  spend 
ot  of  money,  effort  and  brain- 
iwer  to  penetrate  the  Far  East  and 
there  when  the  big  bang  hap- 
i  ns.  Old  Lady  Europe  is  tired  and 
j^f  pe  Far  East  is  where  the  action  is." 
Gadot  Petrochemical  Industries 
.PI)  of  Haifa  (1992  sales  $102  mil- 
\cTiiiAk>n)  is  also  looking  to  Asia  for  busi- 
•ss  relations  that  go  beyond  simply 
lling  Israeli  goods.  GPI,  which 
5,i5avi(akes  petrochemicals,  fine  chemi- 
lls  and  biotechnology  products,  is 
oking  for  Asian  partners  that  can 


benefit  from  GPI's  know-how  and 
free-trade  connections  while  con- 
tributing to  GPI's  own  diversifica- 
tion plans  and  growth,  says  company 
CEO  and  President  Oded  Cohen. 

Like  other  Israeli  companies,  GPI 
is  changing  its  ideas  about  itself. 
"We  are  distancing  ourselves  from 
the  commodity  business  —  it  won't 
cease  but  will  be  reduced,"  says 
Cohen.  "Growth  will  be  more  in  the 
direction  of  either  semi-commodities 


or  specialty  chemicals.  And  there 
will  be  more  emphasis  on  total  prod- 
uct handling,  including  the  sur- 
rounding service  and  advice  to  cus- 
tomers." 

About  83%  of  GPI's  sales  go  to 
export,  primarily  to  the  U.S.  and 
Western  Europe,  but  the  growing 
Far  East  market  is  "no  less  impor- 
tant," notes  Cohen.  "We  are  very 
interested  in  the  possibility  of  joint 
ventures  in  the  Faj  East,  whether  in 


A  Healthy  Profile: 


A  diversified  pharmaceutical  company  with  international 
manufacturing  and  marketing  operations.  About  60%  of 
total  sales  are  outside  of  Israel,  mainly  in  the  U.S. 
In  IsraeLone  of  top  10  Industrial  companies. 

Largest  pharmaceutical  company  (35%  of  maiket). 
In  the  U.S.  one  of  top  5  generic  manufacturers. 
High  yield,  low  cost,  R&D  programs  targeted  at 
innovative  niche  markets,  supported  by  close  ties 
with  Israeli  research  institutions. 

Teva's  shares  are  traded  on  the  Tel- Aviv  Stock  Exchange 
since  1951  and  on  NASDAQ  (TEVIY)  since  1982. 
Over  50%  of  Teva's  shares  are  held  outside  of  Israel. 


Trailing  12  Months 

March  31, 1993 

Sales  ($Mil.) 

421.8 

+27% 

Net  Income  ($Mil.) 

37.8 

+57% 

Earnings  per  ADR  ($) 

0.72 

+50% 

Market  Cap.  (July  30, 1993)($Bil.) 

1.1 

TSIZlI Pharmaceutical  Industries  Ltd. 

Corporate  headquarters: 

Petah  Tikva,  Israel,  Tel.  972-3-9267267,    Fax.  972-3-9234050. 


ISAAC 
STERN 


For  thousands  of 
people  each  week,  the 
choice  to  Israel  is 
the  airline  of  Israel. 


The  Airline  of  Israel. 


China,  Japan,  India  or  elsewhere. 
We  have  an  advantage  —  technologi- 
cal know-how,  bolstered  by  close  ties 
with  university  R&rD  —  and  duty-free 
access  to  the  U.S.  and  European 
markets." 

After  operating  for  15  years,  says 
Cohen,  GPI  is  "at  a  turning  point" 
and  in  the  process  of  deciding  "in 
which  direction  we  want  to  march. 
We  want  GPI  to  be  a  company  with 
sales  three  or  four  times  today's 
levels." 

Visionaiy  industrialists  like  Uzia 
Galil  of  Elron  or  Stef  Wertheimer  of 
Iscar,  an  Israeli  world  leader  in 
metal-cutting  tools,  have  been 
preaching  to  Israelis  for  years  about 


the  importance  of  exports.  The  co< 
of  their  argument  is  simple.  ' 

Israelis  created  a  country  out  o^ 
an  idea.  The  first  priority  was  to  cr 
ate  brilliant  and  irmovative  farmer.' 
and  soldiers.  This  was  accomplishe 
The  next  stage  was  to  create  equall 
brilliant  export  industries.  Now  the 
exports  are  finally  taking  off  at  a 
time  when  the  world  and  the  Midd 
East  are  changing  so  radically,  ther 
are  singular  opportunities  for  1 
profitable  investment  and  businessj 
partnerships  in  this  part  of  the  | 
world.  □ 

Text  written  by  Michael  Eilan,  Link  Magazine. 
Design:  Daniel  Raabe  &  Associates,  Inc., 
New  York  City. 
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A  view  of  Jerusaiem,  a  city  looking  toward  Israel's  future, 
from  the  Moriah  Hotel,  owned  by  Bank  Hapoalim. 


By  Jeffrey  Young 
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Prometheus 
Unplugged 


Four  floors  above  the  Chicago  Board  of  Trade's 
commodities  futures  pits  hes  trading's  real  future. 


NEW  WORLD  ORDNANCE  Dwight  Koop,  an  information  technology 
executive  in  Swiss  Bank's  Chicago  office,  navigates  the  global  financial  scene.; 


Dwic 


IGHT  Koop  WORKS  for  One  of  the 
:i  world's  largest,  and  most  conservative, 
.  Swiss  banks.  As  he  attends  a  meeting 
in  an  elegant  conference  room,  the 
f  beep  from  the  pair  of  palm-sized  black 
•  boxes  on  the  table  in  front  of  him  is 
1  barely  audible.  Nestled  in  a  leather  car- 
;  rying  case  and  held  in  place  by  Velcro 
fasteners,  the  Hewlett  Packard  lOOLX,  a 
top-of-the-line  programmable  calcula- 
tor-cum-palmtop-computer,  is  tethered 
to  an  Ericsson  GE  Mobidem  wireless 
modem  whose  flexible  plastic  antenna 
is  waving  in  the  breeze  from  the  air 
conditioning.  Both  devices  are  battery- 
powered.  A  symbol  atop  the  modem's 


LCD  screen  flashes  on  and  off  every 
few  seconds,  indicating  that  something 
is  coming  in,  or  going  out. 

That's  not  the  only  thing  going  on. 

In  the  meeting  room,  the  voice  of 
an  executive  in  Switzerland  booms  out 
of  the  speakerphone.  Beyond  the  glass 
wall,  a  mezzanine  gallery  circles  a  bas- 
ketball-court-sized three-level  space 
filled  with  pods  of  desks,  stacks  of 
computer  monitors  and  the  requisite 
wall  of  moving  ticker  symbols,  stock 
prices  and  news  feeds.  This  is  the  trad- 
ing floor  of  the  Swiss  Bank  Corp.  in 
Chicago,  four  floors  above  the  chaos  of 
the  Chicago  Board  of  Trade's  com- 


modities futures  pits.  Here,  in  contrast 
to  the  frenzy  of  colored  jackets  and 
hand  gestures  in  the  pits,  all  the  action 
happens  on  Next,  Sun  Microsystems, 
Hewlett  Packard,  Symbohcs  and  other 
workstations — as  well  as  on  a  growing 
number  of  handheld,  wireless  devices 
of  all  kinds. 

This  afternoon  the  group  in  the 
meeting  room  is  discussing  new  soft- 
ware developments  that  Swiss  Bank  is 
planning.  But  Dwight  Koop,  45  years 
old  and  executive  director  of  informa- 
tion technology  for  Swiss  Bank  Corp., 
has  other  things  on  his  mind.  A  few 
taps  on  the  tiny  keypad  move  him 
through  a  list  of  15  E-mail  messages 
that  have  landed  in  his  wireless  mad- 
box  with  the  latest  beep.  The  HP  100 
and  modem  are  small  and  unobtrusive 
enough  that  he  can  use  them  without 
disrupting  the  meeting.  He  stops  at  one 
message,  pulls  it  up  on  the  screen  and 
squints  at  it  through  his  glasses.  A 
faintly  worried  look  passes  over  his 
face.  A  few  more  taps  and  a  reply 
shoots  out  into  the  ether. 

Simultaneously,  his  SkyTel  Sky- 
Word  beeper  starts  vibrating.  Koop 
checks  it,  then  punches  his  watch,  a 
Dick  Tracy-Hke  digital  artifact  that  not 
only  tells  the  time  but  also  is  a  paging 
device.  He  stands  up,  closes  his  equip- 
ment, mumbles  something  about 
"putting  out  a  fire"  under  his  breath  so 
the  telecommuting  executive  can't 
quite  hear  him  over  the  speakerphone, 
and  breaks  away  from  the  meeting. 

Koop  loves  the  gadgets.  But  he's  also 
charged  with  integrating  them  into 
Swiss  Bank's  work  culture,  and  that,  he 
says,  won't  be  easy:  "It's  not  all  ready 
for  prime  time  yet.  The  service's  inter- 
face and  interaction  model  is  troubling. 
For  someone  who  has  spent  years  mess- 
ing with  computers,  it  can  be  navigat- 
ed. Far  too  often  I  have  to  fight  it  [the 
system]  to  make  it  work." 

Koops  says  wireless  trading  will 
"languish"  until  somebody  figures  out 
all  the  pieces  and  integrates  them. 
Today  Swiss  Bank  sends  its  traders 
onto  the  floors  of  the  exchanges  with 
print-outs  fiom  its  internal  computer 
systems.  The  bank  would  hke  to  some- 
day equip  its  traders  with  handheld 
machines.  "It  won't  be  anytime  soon," 
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Koop  says.  "Trading  is  a  contact  sport." 

Koop's  job  involves  keeping  the 
bank's  global  trading  systems  up  and 
running.  These  are  not  just  any  trading 
systems.  Over  the  past  few  years,  Swiss 
Bank  has  acquired  the  majority  of 
Chicago's  O'Cormor  Partnerships  (the 
final  portion  of  the  acquisition  is  await- 
ing SEC  approval).  O'Connor  is  one  of 
the  most  highly  secretive,  technically 
sophisticated  and  profitable  of  the 
world's  trading  operations  dealmg  in  fi- 
nancial derivatives — products  like  op- 
tions and  index  instruments  that  are 
derived  from  underlying  traded  securi- 
ties such  as  stocks,  bonds  and  curren- 
cies. A  leader  in  the  application  of 
mathematical  algorithms  to  options, 
currency  and  financial  instrument  trad- 
ing, O'Connor  was  once  knovra  for  try- 
ing to  avoid  all  pubhcity.  It  once  shred- 
ded the  packaging  materials  for  the 
workstations  it  bought  and  required  all 
employees  to  sign  extensive  secrecy 
agreements.  Even  today  the  closest  a 
visitor  can  get  to  an  O'Connor  comput- 
er screen  is  the  gallery,  a  good  30  feet 
from  the  trading  floor. 

Creating  new  bundles  of  instru- 
ments and  options  to  sell  in  response 
to  customer  requests — instantly — is  a 
growth  opportunity  that  savvy  traders 
have  been  eager  to  exploit.  AH  of  this  is 
much  better  handled  by  computers, 
which  O'Connor  realized  in  the  mid- 
1980s  when  it  led  the  financial  com- 
munity in  moving  first  to  Sun  ma- 
chines and  later  to  more  sophisticated 
workstations.  But  the  new  trader's  edge 
is  hteraUy  up  in  the  air. 


LOBALLY 


Walking  arounc 

If  any  trading  company  figures  out 
wireless,  it  probably  will  be  Swiss. 
Swiss  Bank  likes  to  push  the  techno- 
envelope,  for  example,  buying  500 
Next  machines  a  few  years  ago  because 
it  believed  in  the  future  of  object-ori- 
ented development  systems.  "We  have 
no  idea  if  Next  will  make  it  in  the  long 
run,"  says  Koop's  boss,  Craig  Heimark, 
Swiss  Bank's  managing  director  of 
technology.  "But  someone  will  succeed 
with  objects.  And  we'U  already  have  a 
wealth  of  experience  programming  in 
this  kind  of  environment." 

Koop  enjoys  explaining  that  he  has 
signed  425  nondisclosure  agreements 


with  technology  companies.  "When 
companies  ask  if  they  can  qualify  us  as 
a  beta  site,"  he  says,  "I  explain  that 
they  don't  seem  to  understand.  We 
qualify  them."  This  is  real  money 
being  handled — security  is  a  bi§  issue. 
"Dial-in  modems  simply  don't  exist  in 
our  world,"  he  adds  quietly. 


On  another  day  Koop  is  sitting  in  a 
hotel  in  Sausalito,  at  a  window  over- 
looking San  Francisco  Bay  and  the  city 
skyline.  His  computer  and  modem  are 
open  in  front  of  him,  and  the  radio  sig- 
nal is  strong.  The  indicator  is  flashing 
furiously.  His  attention  is  intermittent 
ly  pulled  to  the  screen.  It  is  more  than 


OBJECT  THINKER  Craig  Heimark,  Swiss  Bank's  managing  director  of 
technology,  believes  object-oriented  programming  will  bring  order  below. 


For  aU  of  O'Connor's  history  of  se- 
crecy, Swiss  Bank  is  talking  about 
moving  its  proprietary  risk-manage- 
ment trading  systems  to  customer 
sites.  The  idea  is  for  the  company  to 
let  customers  manipulate  versions  of 
its  proprietary  analysis  tools,  then  seU 
them  the  financial  products  that  meet 
their  needs.  Enter  wireless.  "We  want 
our  managers  to  work  by  walking 
around — ^globally,"  Koop  explains.  "But 
we  sure  don't  want  these  top-level  peo- 
ple fumbling  for  the  phone  jack  and  ne- 
gotiating with  the  PBX  operator  to  get  a 
dial-out  line  so  they  can  check  the 
day's  market." 

For  all  his  complaining,  Koop  is  still 
certain  that  wireless  will  be  a  key  com- 
munications component  over  the  next 
few  years.  His  own  love  of  the  toys 
convinces  him. 


a  httle  disconcerting  to  try  to  talk  with 
him.  We  may  have  to  leam  a  new  so- 
cial dynamic  in  the  era  of  ubiquitous 
wireless  machinery. 

Suddenly  he  chuckles,  and  pushes 
the  unit  over  to  display  a  message  he's 
just  received.  "A  bunch  of  us  have  an 
unofficial  contest  to  send  a  message 
from  the  most  unusual  location,"  he 
says.  "Have  you  ever  heard  of  this 
place?"  The  message  is  tough  to  see  in 
the  glare,  but  when  the  tiny  LCD  dis- 
play is  positioned  correctly,  it  reads: 
"Do  I  win  the  contest?  I'm  sitting  at 
the  bar  of  the  Jaguar  Club  in  Atlanta." 
(The  Jaguar  Club  is  one  of  the  more  in- 
famous topless  bars  in  the  South.)  Ah, 
brave  new  world.  As  it  turned  out,  that 
message  didn't  win.  The  winning  one 
was  sent  from  atop  Elvis'  grave  at 
Graceland. 
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No  ONE  TRIES  TO  SEE  YOUR 


POINT  OF  VIEW  MORE  THAN  WE  DO. 


Behind  every  television  we  build  is  the  person  who  will  eventually  sit 
in  front  of  it.  You.  By  understonding  what  you  wont,  we've  creoted  TVs  thot 
provide  the  most  powerful,  most  involving  expenence  you  con  get. 

Like  our  35"  SuperTUBE™  TV.  Its  breakthrough  technology  results 
in  our  brightest,  sharpest  lorge  screen  TVs  ever,  virtually  eliminating  the 
distortion  common  in  other  large  screen  TVs.  You  helped  us  become  a 
world  leader  in  display  technology  and  one  of  the  largest  monufocturers 
of  color  picture  tubes,  with  production  facilities  in  Horseheods,  New  York 
and  Lebanon,  Tennessee. 

At  Toshiba,  we've  always  believed  the  more  we  look  into  you,  the 
more  you  will  look  into  us. 

In  Touch  with  Tomorrow 

TOSHIBA 

informolion  wnte:  loshibo  AmeiKO  Consumer  Products,  Int.,  82  Tolowo  Road,  Woyne,  Nl  07470  or  loshrbo  Hov;air,  Inc ,  Honolulu,  HI  96814  SuperTUBE  is  o  trademork  ol  lostiito  Corp  Simukried  Prclu 


Billion-Dollar  Loan  Package, 


New  R&D  Tax  Credits. 
Customized  Job  Training, 
FastTrack  Permitting. 
^  Utilities  Assistance. 
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''They're  up  to  something" 
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You  bet  we  are:  To  draw  your  business  to  Connecticut,  we're  offering  one  of 
America's  most  innovative  incentive  programs.  For  CONNECTICUT 
1    our  free  information  package,  call  1-800'392'2122.     The  State  That  Thinks  Like  A  Business. 
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By  Rich  Karlgaard 


OBERT  KAVNER 


^he  chief  executive  ofATet)T's  multimedia  group  is  helping  to  define  the  country's 
digital  communications  future.  ASAP  dropped  by  his  Catskills  summer  home  for  a  chat. 


Where  Is  at&t  Today? 

Revenues  are  $65  billion  and 
prowing.  Balance  sheets,  earnings, 
;ash  flow — all  good.  The  big  chal- 
enge  for  AT&T  is  to  take  that  as  a 
)ase  and  not  a  conclusion.  Now 
ve  must  learn  how  to  leverage  in- 
lividual  business-unit  success 
icross  AT&T. 

Possible  to  do  With  a 
Company  Your  Size? 

{es,  it  is  possible  to  do.  The  trick 
s,  you  don't  invade  the  self-des- 
iny  of  a  business  unit.  If  an  op- 
)ortunity  to  leverage  in  AT&T  is 
lot  beneficial  to  the  unit,  we 
houldn't  ask  them  to  do  it. 
ihared  values  are  what  resolve 
;onflict.  Values  determine  a  behavior 
jattern  that  will  allow  us — well  or 
joorly — to  leverage  the  company. 

Silicon  Valley  Influence 

(What  I  like  about  the  Silicon  Valley 
ulture  is  its  stock  honesty — ^not  to  hurt 
people,  just  to  move  the  ball  dovm  the 
,:ourt.  I  remember  a  Sun  Microsystems 
jjoard  dinner.  Scott  McNealy  came  in 
with  his  shirt  loosely  flopping  out  of  his 
bants.  We  sat  in  a  private  room  in  a 
cstaurant,  and  Scott  pulled  out  a 
:runched-up  piece  of  paper  from  his 
bocket  and  said,  "You  know,  I  think  it 
A'll!  be  worthwhile  tonight  to  cover  a 
ew  things  I  am  screwing  up  on."  Scott 
was  honest  to  the  point  of  being  vulner- 
iblc.  I  had  never  seen  anything  Uke  it 
x-fore.  A  very  different  orientation,  very 
actile  in  nature. 

TECHNOLOGY'S  NEXT  WAVE 

ESKTOP  COMPUTERS  are  Neanderthal 
an  compared  to  where  we  are  headed. 
The  fabric  of  life  changed  when  trains, 


History  will  record 
television,  phones 
and  computers  as  early 
building  blocks. 
We  are  racing  toward 
integration. 


automobiles  and  airplanes  came  into 
the  world.  Networks  will  do  the 
same — the  next  20  years  will  change 
life  dramatically.  On  the  positive  side, 
networks  have  the  capacity  to  enhance 
every  human  interaction.  On  the  nega- 
tive side,  they  could  separate  the  haves 
from  the  have-nots  in  a  very  dangerous 
way.  We  cannot  let  that  happen.  I 
would  love  to  beUeve  that  as  we  come 
out  of  this  century,  people  in  poor  areas 
of  the  world  could  sit  at  relatively 
cheap  terminals  and  access  incredible 
networks.  They  could  meet  people  they 
never  could  have  met  before  or  sit  in  a 


virtual  classroom,  with  a  Peter 
Dmcker  or  a  nutritionist. 

Computers  or  Television — 
Or  does  It  Matter? 

Well,  those  words  are  going 
away.  History  will  record  them  as 
building  blocks.  We  are  racing  to- 
ward integration.  Recall  the  early 
computer  industry  and  how  func- 
tions that  used  to  eat  up  several 
chips  now  reside  on  a  single  chip. 
That's  just  one  stage  of  integra- 
tion. Today,  with  communica- 
tions coming  in,  pretty  soon  we'll 
integrate  all  of  that  onto  a  flat- 
panel  display,  right  on  the  glass. 
You'll  be  able  to  have  a  device  of 
any  size  you  prefer.  That  device 
will  be  your  window  to  the  world. 

AT&T's  Role  in  the  Future 

We  are  NOT  in  the  motion  picture, 
music  or  game  industry,  but  we  have 
the  capability  of  hosting  content  in  a 
digital  environment  and  bringing  it  to 
customers  in  a  way  that  they  will  find 
enjoyable.  Our  view  of  networking  is 
built  around  hosting  interaction — of  hu- 
mans with  a  database,  of  humans  with 
humans,  or  of  any  mixture  of  informa- 
tion and  consumer  you  can  imagine. 

Where  Does  Intelligence 
Belong — ^Terminals 
or  network? 

A  LOT  OF  TELEPHONE,  Cable,  ceUular  and 
radio  wireless  companies  do  not  imder- 
stand  the  amount  of  intelligence  that 
wHl  be  in  the  terminal,  or  prefer  not  to 
understand  it.  Conversely,  the  comput- 
ermakers,  when  they  talk  among  them- 
selves— which  is  mostly  where  they 
talk — refer  to  networks  as  pipes.  They 
think  that  all  the  intelhgence  you  need 
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is  in  the  terminal.  The  truth  Ues  in  be- 
tween. The  art  form  is  coming  up  with 
apphcations  that  take  full  advantage  of 
the  processor  and  memory  in  the  termi- 
nal and  in  the  networks.  For  some  ap- 
plications the  terminal  can  be  very 
dumb;  for  others  you'll  need  a  very  liigh 
degree  of  intelhgence. 

Fiber  Optics  a  Requirement? 

That  is  one  way  of  looking  at  it.  An- 
other way  is  to  imagine  that  the 
software  can  tell  the  network  how 
much  bandwidth  it  needs.  If  I 
have  to  make  a  trip  to  San  Fran- 
cisco, I  can  go  up  on  the  network 
and  bring  down  the  fUght  sched- 
ule. I  don't  need  high  bandwidth 
for  that.  The  software  should  say 
to  the  network,  Don't  give  me  a 
lot  of  bandwidth;  I  can  use  the 
skinny  part.  Now  let's  say  I  want 
to  have  a  video  meeting  with  you 
in  San  Francisco.  Once  that  appU- 
cation  identifies  itself,  it  wiU  need 
a  ton  of  bandwidth.  So  yeah,  fiber 
is  great.  But  managing  bandwidth 
is  important,  too. 

How  Computers  and 
Communications  Differ 

The  communications  world  grew  up 
with  the  values  of  Theodore  VaU.  One 
of  his  tenets  was,  "Keep  the  complexity 
from  the  customer."  We  never  as  cus- 
tomers had  to  learn  C  prompts.  The 
computer  industry  started  with  hack- 
ers, who  wanted  C  prompts  and  all  the 
complexity  and  the  programming  that 
went  with  it.  Complexity  was  brought 
to  the  customer  in  the  manual.  Now, 
the  computer  industry  wants  to  move 
complexity  back  onto  the  network. 

Do  Consumers  Really  Want 
500  Channels? 

Would  you  go  to  a  mall  with  500 
stores?  Five  hundred  is  a  bad  number — 
don't  want  more  of  the  same  broadcast 
selections.  I  want  personal  choice.  I 
want  to  tell  my  television.  Let's  play 
bingo  now — and  up  on  the  network  ap- 
pears a  Uve  interactive  bingo  game.  I'm 
in  my  Uving  room  and  on  my  screen  is 
a  bingo  game,  plus  a  bingo  leader  and  a 
view  of  the  other  players,  so  I  have  the 
experience  of  a  bingo  game.  That's  a 
funny  example,  but  that's  what  the  net- 


work will  be  used  for.  It's  not  the  same 
old  broadcast  multiplied  by  500;  it's 
very  personally  interactive.  It's  what 
you  want  when  you  want  it — entertain- 
ment or  learning  or  relationships. 

Will  Consumers  Pay  for  It? 

The  network  world  of  personal  choice 
is  not  gomg  to  require  higher  disposable 
income.  Rather,  it's  going  to  require  a 
reallocation  of  how  we  spend  our 


Would  you  go  to 
a  mall  with 
500  stores  1 1  don't  want 
more  of  the  same 
broadcast  selections.  I 
want  personal  choice. 


money.  Maybe  I  won't  spend  money  on 
gas  and  use  my  car  to  go  to  the  mall.  I'll 
use  the  network.  I  won't  buy  an  airline 
ticket  to  have  that  meeting.  I'll  use  the 
full  video  capability  of  the  network. 

Reason  Behind  at&t's  Many 
Ventures  and  Alliances 

General  Magic,  GO,  EO,  3DO. ..  We  in- 
vest in  ventures  that  can  take  advan- 
tage of  AT&T's  capabihties  so  that  to- 
gether we  can  create  a  higher  probabili- 
ty of  success.  We  help  our  small  part- 
ners understand  how  to  take  their  soft- 
ware and  put  it  on  a  network  as  op- 
posed to  just  on  a  terminal.  Of  course 


we  want  a  healthy  ROI,  but  we  also 
want  to  learn  about  the  new  environ- 
ments as  we  plan  for  the  future. 

Key  to  Making  Alliances  Work 

Self-interest  alone  is  noise.  Self-inter-|| 
ests  that  meet  is  the  key  to  harmony. 

Who  Is  More  Innovative — 
Bell  Labs  or  Silicon  Valley? 

They  have  different  kinds  of  talents. 
Silicon  Valley  is  better  at  com 
mercializing.  We  are  much  better 
at  inventing.  Our  goal  is  to  make 
Bell  Labs  and  AT&T's  engineering 
a  Httle  grubbier. 

Cultural  Transplants! 

I'll  tell  you  one  thing  I  am  doing 
m  September:  I  am  taking  the  top 
50  people  in  my  group  of  business-l 
es  Mdthin  AT&T  for  three  days  to  a 
hotel  in  Silicon  Valley.  We  will! 
spend  Sunday  night  and  Mondayi 
morning  talking  about  what  we! 
will  do  for  the  next  three  days.| 
Then  everyone  wiU  talce  an  assign- 
ment and  visit  one  of  our  alliance 
partners,  plus  several  others  that 
we  have  not  mentioned,  and  inter- 
view them.  We're  going  to  spend 
Monday  night  and  the  rest  of  Tuesday 
sharing  what  we've  learned.  I  want  to 
make  sure  our  people  have  a  good  look 
at  the  way  these  companies  are  run — 
how  they  have  no  respect  for  marketing, 
engineering,  sourcing,  finance  and  sales, 
yet  have  total  respect  for  getting  a  prod- 
uct to  market  fast.  I  want  to  influence 
our  senior  leadership.  We  are  going  to 
immerse  ourselves. 

Does  America  Need  Large 
Companies  Like  at&t? 

The  challenge  of  large  companies  is  to 
simulate  small  work  group  environ- 
ments. You  can  do  that  with  the  net- 
work. Work  groups  wUl  be  able  to  styl- 
ize themselves  for  the  nature  of  the 
work.  Though  members  may  be  geo- 
graphically apart,  when  they  are  work- 
ing they  win  feel  very  much  Hke  one 
group.  What  bogs  down  large  corpora- 
tions today  is  bureaucracies.  But  now, 
technology  can  keep  things  together 
and  we  don't  need  bureaucracies.  Large 
companies  have  a  lot  of  power  if  they 
can  be  hberated.  (jM 
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tiign  pertormance. 


The  drive  to  succeed. 


What  drives  your  business  forward?  Meeting  your  marketing  objectives?  Increasing 
your  competitive  edge?  Delivering  innovative  products?  It's  probably  all  of  ttiese  and 
more.  And  that's  where  SAP  software  can  help. 

We  build  software  that  can  power  your  drive  for  success.  In  fact,  SAP  software 
is  already  doing  that  in  nine  of  the  top  ten  Fortune  500  companies.  That's  because 
the  R/2  and  R/3  Systems  are  ready-to-run,  integrated  solutions  for  today's 
business-critical  problems.  And,  they  deliver  high-level  performance  in  both 
mainframe  and  open,  client/server  environments.  Add  in  support  for  multinational 
currency,  language  and  legal  requirements,  and  it's  easier  than  ever  for  offices  from 
Paris,  France  to  Paris,  Texas  to  work  together 

So  why  not  make  the  most  of  your  drive  to 
succeed?  Call  1-800-USA-1SAR  You'll  find  out 
how  we  can  help  keep  your  business  on  track-no 
matter  what's  around  the  bend .  Integratedsoflware.  Worldwide^ 
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May  we  suggest  the  fish  on  the  right. 


Choose  the  fish  on  the  left 
and  when  you're  done,  all  you 
end  up  with  is  a  check.Take  the 
other  and  you've  got  skills  that 
could  serve  you  indefinitely 


This  principle  is  fundamental 
to  the  Andersen  Consulting 
approach.  A  one-time  solution, 
no  matter  how  appealing  at  first, 
is  ultimately  of  limited  value. 


Especially  at  a  time  when  rapii 
sweeping  change  is  one  of  the 
few  business  constants. 

Andersen  Consulting  can  h« 
you  develop  lasting  strength 


ofstrate 
indpeoi 
that's  cc 
offerors 


\mm6  flexibility  through  alignment 
pfflof  strategy,  technology,  process 
and  people.  Instead  of  a  solution 
:hat's  consumed  quickly  we 
j)f  fer  organizations  the  means 


to  keep  changing  and  improving. 

As  they  say  give  a  man  a  fish 
and  he'll  eat  for  a  day  Teach  a 
man  to  fish  and  he  can  afford 
a  good  wine  to  go  with  it. 


Andersen 
Consulting 


he  world  of  networks  breaks  into  two  polar  paradigms.  Most  familiar  is 
the  Public  Switched  Telephone  Network.  From  the  tiniest  transistor 
flip-flop  on  a  modem  chip  through  labyrinthine  layers  of  rising 
complexity  on  up  to  a  4ESS  supercomputer  switch  linking  107,520  tele- 
phone trunk  lines  (itself  consisting  of  millions  of  interconnected  tran- 


sistors), the  public  network  is  a  vast,  deterministic  web  of 
wires  and  switches.  Once  you  are  connected  in  the  public 
network,  your  message  is  guaranteed  to  get  througli. 

In  the  public  network,  bandwidth  constantly  expands 
as  you  rise  in  the  hierarchy.  At  the  bottom  are  the  twisted- 
pair copper  wires  of  your  telephone  that  function  at  four 
kilohertz  (thousands  of 
cycles  per  second).  At  the 
top  are  fiber-optic  trunk 
lines  that  function  at  rates 
close  to  the  2.9-gigahertz 
speeds  of  the  electronic  tran- 
sistors that  feed  the  glass 
wires.  In  The  Geodesic  Net- 
work, writer  Peter  Huber 
has  described  the  five  tiers 
of  the  telephone  switching 
system  as  a  structure 
with  "the  sohdity,  per-  j 
manence  and  inflexi- 
bility of  the  Great  Pyr; 
mid  of  Cheops,  which 
on  paper  it  resembled." 
Although  the  pyramid  has 
suffered  erosion  and  change 
in  recent  years,  it  remains 
mostly  in  place  today:  the 
pubhc  network  pyramid. 

That  is  one  network  par- 
adigm. The  other  paradigm 
is  Robert  Metcalfe's.  It  ger- 
minated in  his  mind  in  1970 
as  he  read  a  paper  by  Nor- 
man Abramson  of  the  Uni- 
versity of  Hawaii  given  at  a 
computer  conference  that  year.  Abramson  told  of  another 
paradigm.  He  called  it  Aloha.  With  Aloha,  there  were  no 
guarantees. 

AlohaNet  was  a  packet  radio  system  used  for  data  com- 
munications among  the  Hawaiian  Islands.  Packets  are  col- 
lections of  bits  led  by  a  header,  which  is  a  smaller  collec- 
tion of  bits,  bearing  an  address;  they  proceed  through  a 
communications  system  rather  like  envelopes  through  a 


GEORGE  Gilder's 
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"Metcalfe's  Law 
and  Legacy" 


postal  system.  The  key  feature  of  AlohaNet  was  that  any- 
one could  send  packets  to  anyone  else  at  any  time.  You 
just  began  transmitting.  If  you  didn't  get  an  acknowledg- 
ment back,  you  knew  the  message  had  failed  to  get 
through.  Presumably  your  packets  had  collided  with  oth- 
ers. In  Metcalfe's  words,  "They  were  lost  in  the  ether."  At 

that  point,  you  would  sim- 
ply wait  a  random  period 
(to  avoid  a  repeat  collision 
as  both  parties  retumed  to 
the  channel  at  once).  Then 
you  would  retransmit  your 
message. 

To  Metcalfe,  AlohaNet 
seemed  a  beautifully  simple 
network.  But  Abramson 
showed  that,  because  of 
collisions  and  other 
problems,  it  could 
exploit  only  17  percent 
of  its  potential  capaci- 
ty. A  student  of  com- 
puter science  search- 
ing for  thesis  ideas,  Met- 
calfe believed  that  by  using 
a  form  of  advanced  mathe- 
matics called  queuing  theo- 
ry he  could  drastically 
improve  the  performance  of 
AlohaNet  without  damag- 
ing its  essential  elegance 
and  simplicity.  What  Met- 
calfe, then  a  graduate  stu- 
dent at  Harvard,  eventually 
discovered  would  bring 
such  networks  up  toward  90  percent  of  capacity  and  make 
the  Aloha  concept  a  serious  threat  to  the  entire  structitre 
of  the  pubhc  network  pyramid. 

Metcalfe's  discovery  is  known  as  Ethernet.  Twenty 
years  later,  Ethernet  is  the  world's  dominant  local  area 
network  and,  at  47,  Metcalfe  is  knovm  and  celebrated  as 
its  inventor.  He  was  also  founder  in  1981  of  3Com  Corp. 
of  Santa  Clara,  Calif.,  the  leading  producer  of  Ethernet 
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OST  COMPUTER  NETWORKING 
XPERTS  THINK  THAT  THE 
AiEWEST  RAGE,  ASYNCHRONOUS 
TRANSFER  MODE  (ATM)  WILL  BLOW 
i^WAY  THE  OLD  STANDARD,  ETHER- 
;NET,  DURING  THE  NEXT  DECADE. 

Surprisingly.  ONE  OF  ATM's  ' 

BIGGEST  PROSELYTIZERS  IS 

Robert  Metcalfe  (r),  who 
INVENTED  Ethernet  20  years 
AGO.  Was  Metcalfe  more  right 

THE  first  time? 
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M5  increasing  numbers  of  transistors  are  packed  ever  closer 
together,  the  transistors  run  faster,  cooler,  cheaper  and  better. 
Metcalfe's  law  suggests  that  a  similar  spiral  of  gains  is  available  in 
the  telecosm  of  computer  communications.      , . . 
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adapter  cards  and  a  major  communications  products  com- 
pany. In  this  era  of  networldng,  he  is  the  author  of  what  I 
will  call  Metcalfe's  law  of  the  telecosm,  showing  the 
magic  of  intercormections:  connect  any  number,  "n,"  of 
machines — ^whether  computers,  phones  or  even  cars — and 
you  get  "n"  squared  potential  value.  Think  of  phones  with- 
out networks  or  cars  without  roads.  Conversely,  imagine 


the  benefits  of  linking  up  tens  of  millions  of  computers 
and  sense  the  exponential  power  of  the  telecosm. 

Indeed,  the  power  of  the  telecosm  reproduces  on  a  larger 
scale — by  interconnecting  computers — the  exponential 
yield  of  the  microcosm,  a  law  describing  the  near  magical 
effect  of  interconnecting  transistors  on  chips  of  siUcon:  As 
increasing  numbers  of  transistors  are  packed  ever  closer 
together,  the  transistors  run  faster,  cooler,  cheaper  and  bet- 
ter. Metcalfe's  law  suggests  that  a  similar  spiral  of  gains  is 
available  in  the  telecosm  of  computer  communications. 

Already  the  world  economy  is  beginning  to  reap  these 
gains.  Ethernet  no^v  links  more  than  half  of  the  world's  40 
million  networked  computers,  extending  Metcalfe's  para- 
digm and  his  law.  Indeed,  the  law  would  suggest  that  in 
addition  to  his  some  $20  million  of  personal  net  worth 
from  3Com,  Metcalfe's  concept  has  fostered  scores  of  bil- 
Uons  of  dollars  in  global  wealth.  Led  by  Novell  Inc.,  with 
an  equity  capitalization  of  more  than  $8  bilhon,  the  top  15 
publicly  traded  computer  networking  companies  have  a 
total  market  value  of  some  $22  bilhon.  Add  to  that  sum 
the  productivity  value  derived  from  the  world's  100  mil- 


Uon  computers  as  they  are  increasingly  linked  in  networks, 
and  you  may  sense  the  power  of  the  Metcalfe  paradigm. 

Today,  20  years  after  Metcalfe  conceived  it  at  Xerox's 
Palo  Alto  Research  Center,  Ethernet  is  still  gathering 
momentum,  gaining  market  share  and  generating  innova- 
tions. Between  1989  and  1993,  the  percentage  of  America's 
computers  on  LANs  rose  from  less  than  10  to  more  than 
60,  and  most  of  these  gains  were  in  Ethemets. 

Ether  Moves  to  Cable 

The  telecosm's  powers  could  end  up  saving 
the  American  economy  from  itself.  In  an 
era  when  the  new  payroll  taxes  and  regula- 
tions of  Clintonomics  could  end  up  dri- 
ving millions  of  mind  workers  back  into 
their  homes.  Digital  Equipment  Corp.  is 
now  extending  Ethemet's  range  from  its  current  two-mile 
limit  to  some  70  miles.  Called  Channelworks,  the  DEC 
system  can  run  Ethemet  on  the  some  50  milhon  miles  of 
cable  television  coax.  This  will  enable  potential  scores  of 
millions  of  telecommuters  to  access  their  familiar  office 
LAN,  tap  their  company  E-mail  and  their  corporate  databas- 
es, and  generally  make  themselves  feel  at  work  while  at 
home.  Deployed  at  a  profit  and  extended  to  customers  at  a 
flat  monthly  rate,  Ethernet  in  the  neighborhood  could 
become  a  massive  growth  business  for  the  cable  industry 
over  the  next  decade. 

As  Ethemet  spreads  and  faces  the  challenge  of  remote 
work  teams  using  digital  images,  simulations,  maps,  com- 
puter-assisted design  schematics,  visualizations,  high- 
fidehty  sounds  and  other  exotic  forms  of  data,  the  system 
is  constantly  adapting.  From  3Com  spin-offs  Grand  Junc- 
tion Networks  and  LAN  Media  Corp.  to  smart  hubmaker 
David  Systems,  from  Kalpana  to  Synemetics,  from  Nation- 
al Semiconductor  to  Hewlett  Packard,  from  Cabletron  to 
SynOptics,  from  AT&T  even  to  Token  Ring  leader  IBM, 
scores  of  companies  are  pushing  Ethemet  into  new  func- 
tions and  performance  levels.  It  is  emerging  in  fuU-duplex, 
multimedia,  fast,  fiber-optic,  shielded,  unshielded,  twisted, 
thin,  thick,  hubbed,  collapsed,  vertebrate,  invertebrate, 
baseband,  broadband,  pair,  quartet,  coaxial  and  wireless 
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lersions.  It  now  can  run  at  2.9,  10,  20  and  100  megabits 
ler  second.  It  has  moved  from  2.9  megabits  per  second  to 
loo  megabits  per  second  and  from  a  few  hundred  to  several 
pillion  users  in  some  10  years.  At  its  present  pace  of 
Irogress,  Ethernet  will  someday  run  isochronous  (real- 
\me]  gigabits  per  second  on  Hnguine. 

^LOHA,  ATM,  GUSHING  CASH 

o  why  is  its  boyish-looking  inventor — over  Met- 
calfe's anguished  protests,  think  of  Ted 
Kennedy  some  10  years  ago — giving  up  on  his 
baby  just  as  it  enters  its  roaring  20s?  Why  is  he 
ready  to  abandon  his  basic  paradigm  in  favor  of 
a  return  to  the  public  network  vision  of  mas- 
ive,  inteUigent  switching  systems?  Why  is  he  now  talking 
^'ulif  Ethemet  as  a  "legacy  LAN"? 

w  j  Discoursing  this  summer  from  a  deck  chair  on  his  yacht 
k  converted  lobster  boat)  as  he  breezed  down  from  his 
tlu  kaine  retreat  to  a  dock  on  the  Charles  River  for  his  25th 
/UT  reunion,  Metcalfe  has  the  air  of  an  elder  statesman. 
Though  humbly  grateful  for  the  benisons  of  Ethemet,  he 
las  seen  the  futxire  in  a  poU  of  experts  prophesying  the  uni- 
ip  m  ersal  triumph  of  a  powerful  new  switching  system  called 
sli  lnj  synchronous  transfer  mode  (ATM).  "I  have  found,"  Met- 
alfe  solemnly  intones,  "an  amazing  consensus  among 
iupdn  loth  telephone  industry  and  computer  networking  experts 

flckinti  hat  ATM  is  the  future  of  LANs."   

Corp  i  Uoha,  ATM. 

two-mi  Metcalfe  is  not  alone  among  Ether- 
the  DEI  let  pioneers  flocking  back  to  Ma  BeU's 
miles  0  )yramid  of  switches.  Also  leaving  Eth- 
scores(  !;met  behind  is  his  onetime  nemesis, 
aioi  Leonard  Kleinrock  of  UCLA,  a  leading 
kk  ;uru  of  gigabit  networks  who  helped 
wMei  lefine  the  mathematical  limits  of  Eth- 
nfrsatfifernet,  and  is  given  credit  (or  is  it 
)lame?)  for  naming  its  Carrier  Sense 


the  megabits  per  second  of  Ethemet  over  cable. 

In  a  prophetic  memo  launching  the  concept  in  1973, 
Metcalfe  foreshadowed  the  secret  of  Ethemet's  success.  He 
wrote:  "While  we  may  end  up  using  coaxial  cable  trees  to 
carry  our  broadcast  transmissions,  it  seems  wise  to  talk  in 
terms  of  an  ether,  rather  than  'the  cable.'...  Who  knows 
what  other  media  will  prove  better  than  cable  for  a  broad- 
cast network:  maybe  radio  or  telephone  circuits,  or  power 
wiring,  or  frequency-multiplexed  cable  TV  or  microwave 
environments,  or  even  combinations  thereof.  The  essential 
feature  of  our  medium — the  ether — is  that  it  carries  trans- 
missions, propagates  bits  to  all  stations...."  In  other  words, 
it  is  the  stations,  rather  than  the  network,  that  have  to  sort 
out  and  "switch"  the  messages. 

The  word  Ethemet  may  be  capitalized  to  signify  the 
official  standard  of  CSMA/CD.  Or  it  may  be  lowercased  to 
suggest  a  medium  without  switches,  routers  and  other 
intelligence.  In  either  case,  the  word  ether  conveys  the 
essence  of  the  ethemet.  An  ether  is  a  passive,  omnipresent, 
homogeneous  medium.  Long  believed  essential  for  the 
propagation  of  electromagnetic  waves,  the  hteral  existence 
of  an  ether  was  disproven  in  the  late  19th  century  by  the 
famous  experiments  of  Albert  Michelson  and  Edward  Mor- 
ley.  But  the  concept  of  a  figurative  ether — a  dumb  medium 
of  propagation — survives  in  modem  communications. 

The  enduring  magic  of  ethemets  stems  from  the  law  of 


IS,  hijl 


aUabtr  Vlultiple  Access/Collision  Detection 
jrotocol  (CSMA/CD).  Preparing  to 
defect  to  ATM  is  Ronald  Schmidt,  the 
)riUiantly  ebullient  technical  director 
)f  SynOptics,  who  created  the  latest 
svstet  tthernet  rage — sending  the  signals 
iver  telephone  wire  under  the 
DbmiUlObaseT  standard  (10  megabits  of  base- 
band data  over  twisted  pair). 

There  has  not  been  such  a  stam 
ideriBi!  pede  to  a  new  standard  since  the  glob- 
al rush  to  ISDN  (Integrated  Services 
Digital  Network)  in  the  early  1980s, 
pffering  digital  phone  lines  at  144 
Idlobits  per  second,  ISDN  is  just  now 
fjjefc  l|:oming  on-line  in  time  to  be  aced  by 
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A  friend  s  daugkter  s  tirtkday 
save  me  a  reason  to  celetrate. 


I  almost  forgot  tlie 


ere  is  more  to  a  career  than  sit- 
ting behind  a  desk.  J_,ucky  for  me,  51iarkware  never 
forgets.  I  turned  tke  computer  on  one  morning  and 
a  reminder  appeared  —  send  a  kirtkday  card  to  tke 
daugkter  of  a  friend.  (He  gave  me  a  cigar  tke  day  ske  was  korn.) 
Wk  en  my  friend  called  to  say  tkanks,  ke  gave  me  a  lead  tkat 
turned  into  a  new  jok.  And  since  my  company  was  talking 
akout  cutkacks,  tke  way  I  look 
at  it,  Skarkware  saved  my  life. 
Tkat  s  wky  I  use  it  to  manage  my 
life—  contacts,  to-do  list,  calendar, 
pkone  calls;  Skarkware  takes  care 
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it  all.  -Det  I  even  remember  my 
anniversary  tkis  year. 


^^^r  Have,  nacKii>'5  System  lor  Sucoafi 
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 Gilder's  Telecosm 


All  the  arguments  for  ATM  miss  the  law  of  the  microcosm: 
the  near  annual  doubling  of  chip  densities,  the  spiraling 
increase  of  computer  power  surging  on  the  fringes  of  all  networks 
as  transistor  sizes  plummet  over  the  next  decade. 


the  microcosm,  favoring  distributed  terminals  over  central- 
ized hierarchies,  peer  networks  of  PCs  over  mainframe 
pyramids.  The  microcosm's  relentless  price/performance 
gains  on  chips  have  endowed  Metcalfe's  peer-to-peer 
scheme  with  ever  more  powerful  peers,  at  ever  lower 
prices.  Medium-independent  from  the  outset,  the  Metcalfe 
systems  do  not  require  central  switching.  In  an  ethemet 


system  the  inteUigence  is  entirely  in  the  terminals,  not  in 
the  network  itself,  and  most  of  the  bandwidth  is  local 
(where  some  80  percent  of  traffic  resides). 

Although  this  ATM  is  expected  to  gush  jackpots  of  cash 
for  gaggles  of  network  companies  and  investors,  it  is  unre- 
lated to  its  acronymic  twin,  automatic  teller  machines. 
Think  of  ATM  rather  as  an  automated  postal  center  that 
takes  messages  (of  any  size  or  addressing  scheme),  chops 
them  up,  puts  them  into  standardized  little  envelopes  and 
figures  the  best  routes  to  their  destinations  in  billionths 
of  a  second.  The  magic  of  ATM  comes  from  restricting  its 
services  to  those  uniform  envelopes  (called  cells)  of  53 
bytes  apiece  (including  a  five-byte  address)  and  creating 
for  each  envelope  what  is  called  a  virtual  circuit  through 
the  network.  These  features  make  it  unnecessary  for 
intermediate  switches  in  the  network  to  check  the 
address;  the  cell  flashes  tlirough  the  system  on  a  precom- 
puted  course. 

A  compromise  defined  by  phone  companies  as  the 
longest  packet  size  that  can  handle  voice  in  real  time,  53- 
byte  cells  are  also  short  enough  to  be  entirely  routed  and 


switched  in  cheap  hardware;  i.e.,  microchips.  This  meansi 
that  the  ATM  postal  center  can  function  at  speeds  of  up  to 
155  megabits  per  second  or  even  higher.  Perhaps  most 
attractive  of  all,  ATM  can  handle  multimedia  data,  such  as, 
digital  movies  or  teleconferences,  with  voice,  text  and 
video  that  must  arrive  together  at  the  same  time  in  perfect 
sync.  As  the  world  moves  toward  multimedia,  the  indus- 
try IS  flocking  toward  ATM,  the  innovation  that  can  make; 
it  possible.  ; 

Ethernet:  A  Legacy  LAN? 

By  contrast,  Ethemet  seems  old  and  slow:  the 
vacuum  tube  of  computer  communications. 
Think  of  it,  crudely,  as  a  system  where  all 
the  messages  are  cast  into  the  ocean  and 
picked  up  by  terminals  on  the  beach  which 
scan  the  tides  for  letters  addressed  to  them. 
Obviously,  this  system  would  work  only  if  the  beach  ter-| 
minals  could  suck  up  and  filter  tremendous  quantities  of' 
sea  water.  The  magic  of  ethernet  comes  from  the  ever 
growing  power  of  computer  terminals.  The  microcosm 
suppUes  sufficiently  powerful  filtering  chips — chiefly  digi- 
tal signal  processors  improving  their  powers  some  tenfold 
every  two  years — to  sort  mail  and  messages  in  the  vasty 
deep.  This  is  quite  a  trick.  To  the  experts,  it  seems  unlike- 
ly to  prevail  for  long  against  the  fabulously  swift  switch- 
ing of  ATM. 

True,  there  is  some  confusion  about  just  how,  where 
and  when  this  miracle  cure  wUl  arrive.  The  industry's  lead- 
ing intellectual,  Robert  Lucky  of  Bellcore — a  paragon  of 
long-distance  networks — predicts  that  ATM  will  come  first 
in  local  area  networks,  while  Metcalfe,  of  local  area  net- 
work fame,  thinks  it  wUl  come  first  in  wide  area  networks. 
James  Chiddix  of  Time-Wamer  Cable  is  probably  right  in 
predicting  digital  cable  .pay-per-view  as  the  first  big  ATM 
customer,  using  it  for  broadcasting  films  in  his  500-chan- 
nel  digital  cable  TV  project  in  Orlando.  But  most  experts 
agree  that  one  way  or  another  ATM  will  blow  away  Ether- 
net during  the  next  decade  or  so. 

Nonetheless,  as  usual,  conventional  wisdom  is  wrong. 
Ethemet  is  quietly  preparing  for  a  new  era  of  hegemony  in 
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'  the  marketplace  for  computer  connections. 

The  reason  Ethernet  prevailed  in  the  first  place  is  that, 
in  the  words  of  Ronald  Schmidt,  "it  was  incredibly  simple 
and  elegant  and  robust."  In  other  words,  it  is  cheap  and 
simple  for  the  user.  Customers  can  preserve  their  installed 
base  of  equipment  while  the  network  companies  innovate 
with  new  transmission  media.  When  the  network  moves 
to  new  kinds  of  copper  wires  or  from  one  mode  of  fiber 
■ii  optics  to  another,  Ethemet  still  looks  essentially  the  same 
Hljto  the  computers  attached  to  it.  Most  of  the  processing — 
91  connecting  the  user  to  the  network,  sensing  a  carrier  fre- 
^^quency  on  the  wire  and  detecting  coUisions — can  be  done 
on  one  Ethemet  controller  chip  that  costs  a  few  dollars. 
As  Metcalfe  described  the  conception  of  this  technolo- 
'smoi  igy  in  1981,  "I  explored  the  advantages  of  moving  the  trans- 
Jceiver  down  out  of  the  ceiling  onto  the  adapter  board  in 
the  host  computer.  I  had  seen  many  actual  Ethemet  instal- 
lations in  which  our  brick  transceivers  were  not  up  in  the 
wdi  (ceiling  tapping  into  the  ether  cable,  as  they  were  supposed 
nimli  ito  be. ..but  instead  were  on  floors  behind  computers, 
dropped  in  the  centers  of  neatly  coiled  transceiver 
cables....  We  were  discovering  that  the  people  buying  per- 
sonal computers  and  workstations  in  those  days  were  not 
^  generally  the  same  kind  of  people  who  were  allowed  to 
remove  ceiling  tiles  and  string  cables  through  conduits.... 
The  personal  computer  revolution  was  taking  place  in 
organizations  from  the  bottom  up.... 
It  was  time  for  Ethernet  to  be  re- 
invented for  bottom-up  proliferation 
among  the  personal  computer  work 
group  revolutionaries." 

Using  "silicon  compiler"  design 
tools  to  radically  reduce  the  time  to 
market,  Seeq  Technology  created  an 
tenfol  Ethemet  chip  for  PCs  in  time  for  a  sin- 
gle-board version  of  the  interface  unit. 
Putting  the  transceiver  on  the  adapter 
switdlj  board  eliminated  a  special  transceiver 
cable  and  drastically  simplified  the 
system.  There  is  no  bulky  connection 
between  the  coding  device  preparing 
information  for  the  network  and  the 
transceiver  sending  or  receiving  the 
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something  near  plug-and-play.  So  advantaged,  Ethemet  has 
overcome  IBM's  Token  Ring,  20  milhon  nodes  to  8  million 
in  installed  base. 

But  this  does  not  persuade  Ethemet  pioneers  Bob  Met- 
calfe, Leonard  Kleinrock  and  Ronald  Schmidt.  Because 
ATM  can  handle  all  kinds  of  data  fast,  Metcalfe  sees  it  as 
the  "grand  unifier"  bringing  together  WANs  and  LANs  and 
effecting  a  convergence  of  television,  telephony  and  com- 
puting in  turbulent  multimedia  bit  streams  bursting  into 
our  hves  early  next  century.  "And  of  all  the  variations  of 
multimedia,"  he  writes  in  Infoworld — Metcalfe  is  now  its 
pubhsher — "the  one  that  will  drive  ATM  is  personal  com- 
puter video  conferencing — interactive,  two-way,  real-time, 
integrated  digital  voice,  video  and  data."  Although  Ether- 
net will  persist  as  a  "legacy  LAN,"  he  says,  it  cannot  com- 
pete with  ATM  in  these  cmcial  new  roles.  Schmidt  makes 
the  same  essential  case,  stressing  the  need  for  switch-based 
architectures  in  a  world  of  exotic  new  media. 

Kleinrock's  Formula 

ihy  the  pessimism  on  Ethernet? 
Bringing  mathematics  to  bear  on 
the  argument,  Kleinrock  declares 
that  the  collision-detecting  func- 
tions of  Ethernet  bog  down  with 
large  bandwidths,  short  packets  and 


:ean9  signals  on  the  net.  All  this  processing 
is  done  in  the  computer,  on  one  print- 
ed circuit  board,  now  reduced  to  the 
ijAB  size  of  a  credit  card.  While  its  rival 
from  IBM — Token  Ring — requires  a 
mostly  proprietary  array  of  token- 
passing  managers,  clocking  assign- 
ments and  other  complexities,  Ether- 
net is  an  open  system.  Relative  to  the 
lonyip  alternatives,  it  offers  the  possibility  of 
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read  a  nilariou.s  article  about  a  guy  w 
cauglit  a  giant  catfisli,  and  tkouglit  it  wou  Id  u 
great  to  send  to  a  customer.  I  turned  on  Skarkware, 
typed  in    fisliing,  and  up  popped  tlie  name  of  a  customer  wko 
I  kaven  t  spoken  to  in  montks,  wko  is  a  kig  fiskerman.  I  ckcked 
on  kis  name  and  jSkarkware  dialed  kis  numker.  We  talked  fisk- 
ing,  weatker,  tken  ke  said,  W^kile  you  re  on  tke  pkone...  It  was 
kiggest  order  of  tke  year. 
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^^^r  Harv«>  MdcJtdy's  Syston  for  Sucusa 
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Because  of  an  ability  to  absorb  shocks,  stochastic  systems  in 
general  are  more  stable  than  deterministic  ones.  Listening  to 
,  the  technology,  we  find  that  ether  nets  resonate  to  the  deepest 
hymns  and  harmonies  of  our  age.  . -v,.        ^.   •..  ..; 


long  distances.  Thus,  the  system  must  fail  with  the  onset 
of  fiber  highways  across  the  land.  The  oceans  of  Ethernet 
will  simply  grow  too  large  to  allow  efficient  detection  of 
collisions  in  its  depths.  With  large  bandwidths,  more  pack- 
ets can  be  pumped  into  the  wire  or  glass  before  a  coUision 
is  detected;  by  that  time,  most  of  the  transmission  is  fin- 
ished. When  the  distances  get  too  long,  collisions  can 
occur  far  from  the  transmitting  computer  and  take  longer 
to  be  detected.  The  shorter  the  packets,  the  worse  these 
problems  become. 

As  Kleinrock  computes  these  factors,  the  efficiency  of 
Ethernet  is  roughly  a  function  [a],  computed  as  five  times 
the  length  of  the  line  in  kilometers  times  the  capacity  of 
the  system  in  megabits  per  second,  divided  by  the  packet 
size  in  bits.  When  a  exceeds  a  certain  level  (Kleinrock  sets 
it  at  0.05),  Ethernet's  efficiency  plummets. 

With  ATM  packet  sizes  needed  for  voice  traffic — or  even 
at  the  minimum  Ethernet  packet  size  of  72  bytes — any 
Ethernet  with  a  capacity  much  higher  than  10  megabits 
per  second  exceeds  this  tipping  point.  Therefore,  high- 
speed Ethernets  must  either  use  packets  too  long  for  voice 
or  shrink  in  extent  to  far  less  than  three  kilometers.  This  is 
what  Howard  Chamey's  Grand  Junction  and  its  rival  LAN 
Media  propose  with  Fast  Ethernet.  Noticing  that  lObaseT 
hubs  have  reduced  the  length  of  Ethemet  connections  by  a 
factor  of  10,  Ron  Crane,  founder  of  LAN  Media,  suggests 
that  this  change  allows  acceleration  of  the  system  by  an 
equal  amount:  to  100  megabits  per  second. 

But  this  seems  a  one-time  fix  that  fails  to  address  the 
multigigabit  world  of  fiber  optics.  At  some  point,  Klein- 
rock, Schmidt  and  Metcalfe  agree,  ad  hoc  fixes  will  begin 
to  fail  and  ATM  (or  possibly  some  other  system)  wUl  begin 
to  prevail.  Using  Kleinrock's  formula,  that  point  is  here 
today,  with  100-megabit-per-second  Ethemet  Lines. 

As  an  increasing  share  of  network  traffic  takes  the  form 
of  pictures,  sounds,  simulations,  three-dimensional  visual- 
izations, collaborative  work  sessions,  video  teleconferences 
and  high-resolution  medical  images,  the  Ethemet  model 
already  seems  to  be  foundering,  according  to  many  expert 
projections.  The  triumph  of  ATM,  so  it  would  seem,  is  just 
a  matter  of  time. 


Time,  however,  is  precisely  what  is  absent  from  ali 
these  projections.  Ethemet  is  a  system  based  on  the  intelli- 
gence of  terminals;  ATM  is  a  system  based  on  the  intelli- 
gence of  switches  and  networks.  All  the  arguments  foij 
ATM  miss  the  law  of  the  microcosm:  the  near  annual  dou 
bling  of  chip  densities,  the  spiraling  increase  of  computen 
power  surging  on  the  fringes  of  all  networks  as  transistoi 
sizes  plummet  over  the  next  decade. 

The  Power  of  Exponents 

Amazingly,  most  technology  prophets  fail 
to  come  to  terms  with  the  power  of  expo 
nents.  You  double  anything  annually  fol 
long — whether  deforestation  in  ecological 
nightmares  or  transistors  on  silicon  iri 
the  awesome  routine  of  microchip 
progress — and  you  soon  can  ignite  a  sudden  moment  ol 
metamorphosis:  a  denuded  world  or  a  sihcon  brain. 

Shortly  after  the  year  2000,  semiconductor  companies 
will  begin  manufacturing  microchips  with  more  than  a  bil 
lion  transisitors  on  them — first  as  memories,  and  soon  afteil 
as  processors.  A  biUion  transistors  could  accommodate  the 
central  processing  units  of  1,000  Sun  workstations  or  16 
Cray  supercomputers.  This  means  roughly  a  millionfold 
rise  in  the  cost-effectiveness  of  computing  hardware  oven 
the  next  decade  or  so. 

InteUigence  in  terminals  is  a  substitute  for  intelhgence 
in  networks;  switching  and  routing  functions  migrate  from 
the  center  of  the  web  to  the  increasingly  powerful  comput 
ers  on  its  fringe.  Looming  intelhgence  on  the  edge  of  thai 
network  will  reheve  all  the  current  problems  attributed  toi 
ethemets  and  will  render  the  neatly  calculated  optimiza- 
tions of  ATM  irrelevant. 

Meanwhile,  the  law  of  the  telecosm  is  launching  a  sim- 
ilar spiral  of  performance  in  transmission  media,  ultimate- 
ly increasing  their  bandwidth,  also  by  a  factor  of  milhons 
Bandwidth  is  a  replacement  for  switches.  If  you  can  put 
enough  detailed  addressing,  routing,  prioritization  and 
other  information  on  the  packets,  you  don't  have  to  worry 
about  channeling  the  data  through  ATM  switches.  The 
emergence  of  dumb,  passive  all-optical  networks  with 
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bandwidths  some  ten-thousandfold  larger  than  existing 
tibcr  optics  will  obviate  much  of  the  pressure  on  switches. 
Combining  microcosm  and  telecosm  in  explosive  conver- 
^  .gence  makes  it  nothing  short  of  ridiculous  to  expect  a  sys- 
em  optimized  for  1995  chip  densities  and  fiber  capacities 
o  remain  optimal  in  2013,  when  Metcalfe  foresees  the 
al  triumph  of  ATM,  or  even  in  2001. 
Of  course,  ATM  will  be  useful  in  various  applications 
efore  then.  Sun  and  SynOptics  envisage  putting  ATM 
orts  in  future  workstations  where  ISDN  ports  mostly  lan- 
sh  today.  AT&T,  MCI,  Sprint  and  Wiltel  wlU  incorporate 
'atm  switches  in  their  long-distance  networks.  Time- 
iWamer  may  indeed  use  them  for  distributing  movies.  In 
'general,  however,  companies  that  rely  on  an  apparent  trend 
Itoward  centralized  switches  will  be  disappointed. 

Cable  firms  will  do  better  by  sticldng  to  the  ethemet 
•paradigm  of  dumb  bandwidth  that  has  made  them  the 
omput  jenvy  of  all  in  the  emerging  era  of  digital  video.  IBM  and 
lansia  jother  computer  firms  with  powerful  ethemet  and  fiber 
technologies  should  not  rush  to  adopt  the  pubhc  network 
paradigm.  Telephone  companies  in  particular  should 
maintain  an  acute  interest  in  their  ongoing  experiments 
with  all-optical  networks  and  other  passive  optical  tech- 
nologies.  Any  near-term  successes  of  ATM,  afflicted  with 
M  the  many  glitches  and  growing  pains  of  any  new  technolo- 
gy, are  Hkely  to  come  too  slowly  to  deflect  the  continuing 
onrush  of  ethemets. 

Ethernet  prevails  because  it  is 
dtimb.  In  the  old  world  of  dumb  termi- 
nals— ^whether  phones,  IBM  displays  or 
boob  tubes — a  network  had  to  be 
smart.  There  was  time  even  to  put 
human  operators  into  the  loop,  and  a 
need  to  concentrate  programming  at 
one  central  location.  But  in  the  emerg- 
ing world  of  supercomputers  in  your 
pocket  or  living  room,  networks  will 
have  to  be  dumb  bandwidth  pipes. 
;ei!|  What  the  coming  array  of  desktop 
supercomputers  and  cheap  massively 
parallel  sei'vers  will  need  is  passive 
eolt|  dark  fiber,  mostly  unlit  by  switching 
intelhgence.  Dark  fiber  can  allow  for 
)tiiiiii||the  huge  variety  of  data  forms  and 
functions,  protocols  and  modulation 
schemes  that  is  emerging  in  the  new 
Itiniaj  era  of  convergence  between  phones 
and  computers. 

Ethemet  is  the  protocol  for  a  dumb 
31  pipe,  a  passive  ether.  That  is  why  it 
fits  so  well  on  a  cable  TV  line  and  why 
it  will  fit  even  into  the  multigigabit 
world  of  a  multimedia  future. 
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The  Return  of  Aloha 

I  he  dumb  networks  of  the  fibersphere  will 
I  be  ethemets.  These  all-optical  links  that 
have  been  made  possible  by  the  creation  of 
erbium-doped  amphflers  and  other  passive 
devices  give  access  to  the  fuU  25,000-giga- 
hertz  bandwidth  of  fiber  optics  (see  "Into 
the  Fibersphere,"  December  7,  1992).  In  these  networks, 
fiber  changes  from  a  substitute  for  copper  to  a  substitute 
for  air.  Just  as  the  microcosm  put  entire  computer  systems 
on  single  slivers  of  silicon,  the  telecosm  will  put  entire 
communications  systems  on  seamless  webs  of  sihca.  Ter- 
ininals  will  tune  into  the  infrared  colors  of  the  fibersphere 
hke  radios  tuning  into  the  frequencies  of  AM  or  FM. 

As  chips  and  fiber  are  hugely  expanding  their  perfor- 
mance and  bandwidth,  information  traffic  is  rapidly 
migrating  from  the  wires  to  the  air.  Although  many 
experts  contend  that  the  radio  frequencies  in  the  air — the 
electromagnetic  spectmm — are  mnning  out,  communica- 
tions systems  now  use  only  a  tiny  shver  of  spectmm,  well 
under  one  percent  of  the  usable  span.  As  shovm  by  Cellu- 
lar Vision's  success  in  sending  cable  TV  signals  over  the  air 
at  28  gigahertz,  it  is  now  possible  to  move  up  the  spectmm 
into  the  vast  domains  of  microwaves,-  other  experiments 
show  that  network  traffic  in  these  portions  of  the  spec- 
tmm can  be  accommodated  with  error  rates  of  less  than 
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 Gilder's  Telecosm  

one  ill  a  billion,  enougli  to  avoid  extensive  error  correcting. 

At  the  same  time,  the  replacement  of  today's  30-mile 
cells  v^ith  tomorrow's  closely  packed  microcells  means  an 
exponential  rise  in  available  spectrum  and  an  exponential 
reduction  in  power  usage.  The  replacement  of  analog  sys- 
tems with  digital  systems  using  code  division  multiple 
access  (CDMA)  will  allow  the  reuse  of  all  frequencies  in 
every  cell,  thus  further  expanding  available  spectrum  (see 
"New  Rules  of  Wireless,"  March  29).  A  company  called 
ArrayCom  in  Santa  Clara,  Calif.,  is  developing  a  new  sys- 
tem, called  spatial  division  multiple  access  (SDMA),  based 
on  smart  antennas  that  can  follow  an  individual  commu- 
nicator as  it  moves  through  a  cell.  This  technology  would 
allow  the  use  of  all  the  available  spectrum  by  each 
"phone." 

Back  to  the  Real  "Ether"  Net 

Inspired  by  a  radio  network,  ethemet  is  well  adapted 
for  this  new  world  of  wireless.  The  increasing 
movement  of  data  communications  into  the  air — 
the  real  ether — will  give  new  life  to  Metcalfe's 
media-independent  system.  Cellular  systems 
already  operate  with  protocols  similar  to  CSMA/CD. 
As  microcells  fill  up  with  digital  wireless  traffic,  all  net- 
works will  increasingly  resemble  the  most  popular  com- 
puter networks.  In  the  ether,  links  will  resemble  ethemets 
far  more  than  ATMs. 

The  coming  age  of  bandwidth  abundance  in  glass  and  in 
air  converges  with  an  era  of  supercomputer  powers  in  the 
sand  of  microchips.  We  should  build  our  systems  of  the 
future — the  cathedrals  of  the  Information  Age — on  this 
foundation  of  sand.  It  will  not  disappoint  us. 

Whether  in  glass  or  in  air,  the  basic  protection  of  Ether- 
net is  not  smarts  but  statistics.  Ethemet  is  a  probabilistic 
system.  This  fact  has  caused  endless  confusion.  Because  a 
probabihstic  system  cannot  guarantee  delivery  of  data  on  a 
specific  schedule,  or  at  all,  many  experts  have  concluded 
that  Ethernet  is  unsuited  for  critical  functions,  or  for 
isochronous  data  inherent  in  multimedia — with  voice  and 
video  that  must  arrive  in  real  time.  When  and  whether 
anything  arrives  is  a  stochastic  matter. 

Nonetheless,  if  there  is  enough  bandwidth  for  the  apph- 
cation,  ethemets  work  just  as  reliably  and  well  as  their 
deterministic  rivals,  even  for  advanced  video  traffic.  As 
Kleinrock  observes,  for  many  image  applications,  very  long 
packets  can  be  as  effective  as  very  short  ones.  The  long 
packets  become  a  virtual  circuit  connection,  somewhat 
like  a  phone  call.  It  is  hkely  that  perhaps  80  percent  of  all 
multimedia  will  be  sent  in  burst  mode,  with  a  store-and- 
forward  protocol,  rather  than  isochronously  in  real  time. 
Broadband  ethemets  will  be  better  for  burst  mode  than 
ATM's  short  packets. 

In  any  case,  the  combination  of  inteUigence  at  the  ter- 


minals  and  statistics  in  the  network  is  more  robust  thai] 
the  mechanistic  reliability  of  Token  Rings  or  ATM  switchi 
es.  As  Metcalfe  points  out  in  explaining  the  triumph  of  hi^ 
vision  over  Token  Ring,  Ethemet  is  a  simple  system  that  i^ 
stabilized  by  its  own  failures.  The  CSMA/CD  algorithm  useg 
coUision  detection  in  a  negative  feedback  loop  that  delays 
retransmission  in  exponential  proportion  to  the  number  ol 
collisions,  which  is  a  reliable  index  of  the  level  of  traffic 
Thus  thriving  on  a  worst-case  assumption  of  frequent  fail- 
ure, Ethemet  has  outpaced  all  rivals  that  guarantee  perfect 
performance  and  depend  on  it. 

Metcalfe's  Law:  Transcending 
His  Own  Doubts 

Now,  in  ATM,  Ethernet  is  faced  with  3 
new  paragon  of  determinism  offering 
high  speeds  and  rigorous  guarantees,  a 
new  version  of  the  public  network  par 
adigm,  a  new  pyramid  of  switching 
power.  But  Metcalfe's  law  and  legacy 
may  well  win  agaia,  in  spite  of  his  ovra  defection. 

As  Metcalfe  explains,  "Ethemet  works  in  practice  but 
not  in  theory."  The  same  could  be  said  of  all  the  devices  ofi 
the  microcosm  and  telecosm.  Both  of  the  supreme  sciencesi 
that  sustain  computer  and  communications  technology — 
quantum  theory  and  inform.ation  theory — are  based  on 
probabilistic  rather  than  deterministic  models.  They  offer' 
the  underpinnings  for  an  age  of  individual  freedom  and 
entrepreneurial  creativity. 

Humankind's  constant  search  for  deterministic  assurance 
defies  the  ascendant  science  of  the  era,  which  finds  nature 
itself  as  probabilistic.  To  Einstein's  disappointment,  God 
apparently  does  throw  dice.  But  chance  is  the  measure  of 
human  ignorance  and  the  mark  of  divine  knowledge. 
Chance  thus  is  the  paradoxical  root  of  both  fate  and  freedom. 

Nations  and  networks  can  win  by  shunning  determin- 
ism and  finding  stabUity  in  a  constant  shuffle  of  coUisions 
and  contentions  in  ever  expanding  arenas  of  liberty. 

Because  of  an  acceptance  of  setbacks,  capitahst  markets 
are  more  robust  than  sociaUst  systems  that  plan  for  perfec- 
tion. In  the  same  way,  successful  people  and  companies 
have  more  failures  than  failures  do.  The  successes  use  their 
faults  and  coUisions  as  sources  of  new  knowledge.  Compa 
nies  that  try  to  banish  chance  by  relying  on  market 
research  and  focus  groups  do  less  well  than  companies  that 
freely  make  mistakes  and  learn  from  them. 

Because  of  an  ability  to  absorb  shocks,  stochastic  sys 
tems  in  general  are  more  stable  than  deterministic  ones 
Listening  to  the  technology,  we  find  that  ethemets  res- 
onate to  the  deepest  hymns  and  hamionies  of  our  age.  ® 


George  Gilder's  last  story  for  ASAP  was  "The  Issaquah 
Miracle,"  June  7,  1993. 
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At  Racal'Datacom,  we  want  to 
solve  your  business  problems,  nor 
just  your  network  problems. 

That's  the  single  vision  behind  our 
approach  to  network  integration.  An 
approach  we've  taken  for  more  than 
three  and  a  half  decades,  while  serving 
thousands  of  customers  worldwide. 

We  have  more  networking  tools 
at  our  disposal  than  any  other  data 
communications  company  —  more 
than  350  different  products  and 
systems  for  LANs,  WANs,  and 


Racal-Datacom 


internetworking.  From  workgroup 
systems  to  enterprise-wide  solutions. 
Designed,  manufactured,  and 
warranted  by  Racal-Datacom.  And 
controlled  by  one  of  the  industry's 
most  comprehensive,  distributed 
network  management  systems. 

We'll  help  you  build  a  network 
that  supports  your  company's 
business  vision. 

We'll  design,  fully  integrate,  and 
maintain  your  network.  If  you 
prefer,  we'll  even  operate  it  for  you. 


With  operations  in  more  than  80 
countries,  we  truly  are  a  global 
networking  company. 

To  see  how  we've  helped  compa- 
nies like  yours  achieve  their  unique 
networking  objectives,  call  us  at 
1-800-RACAL-55.  Consultant 
inquiries  are  also  welcome. 

We'll  send  you  a  complete  infor- 
mation package.  It  could  give  you 
a  whole  new 
perspective  on 
networking. 


WE  UNDERSTAND  NETWORKING  INSIDE  AND  OUT.™  SOSGEJ 

©  1992  Racal-Datacom,  Inc.  All  rights  reserved. 
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Breaking  Away 


By  Andrew  Feinberg 


If  s  So  Easy  Being  Gieen 


Thanks  to  computers,  top  junk-bond  analyst  King  Penniman 
declines  ever-enticing  Wall  Street  offers  to  remain  amid  the  lush 
green  of  Vermont,  with  horses  and  skiing  just  minutes  away. 


IFTEEN  YEARS  ago,  King  Pennitnan's  idea 
of  paradise  almost  killed  him. 

Pemiiman,  one  of  the  nation's  top 
junk-bond  analysts,  was  driving  up  a 
steep,  winding  road  to  his  Vermont 
home  during  a  snowstorm  when  a  dairy 
truck,  heading  downhill,  lost  control 
and  flattened  his  Renault.  It  took  emer- 
gency workers  more  than  six  hours  to 
remove  Penniman  from  the  wreck.  His 
vertebrae  were  so  damaged  that  doctors 
suspected  he'd  never  walk  again. 

But  the  doctors  didn't  count  on  Pen- 
niman's  uncanny  drive  and  his  toler- 
ance for  pain  (an  altemate  on  the  1968 
two-man  and  four-man  U.S.  Olympic 
bobsled  teams,  he  had  already  endured  a 
serious  back  injury).  Today,  aided  by  a 
back  brace  he  must  wear  every  waking 
moment,  Penniman  walks,  skis  and, 
along  with  his  second  wife  Margo,  com- 
petes in — and  sometimes  wins — na- 
tional equestrian  events. 

The  many  Wall  Street  firms  that 
have  made  perk-studded,  big-bucks  of- 
fers to  lure  Penniman  to  the  concrete 
jungle  of  New  York  should  consider 
this  story  and  stop  wasting  their  time. 
For  Penniman,  more  than  most  people, 
knows  what  he  wants:  he  wants  to  stay 
in  Vermont. 

Penniman,  48,  heads  the  Duff  & 
Phelps/MCM  Investment  Research 
Co.'s  High  Yield  Service,  the  nation's 
largest  independent  third-party  provider 
of  research  on  high-yield — aka  "junk" — 
bonds.  Ensconced  in  a  quiet  4,000- 
square-foot  office  two  flights  above 
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SPORT  OF  KING  Virtual  analyst  King  Penniman  of  Duff  &  Phelps 
competes  in — and  sometimes  wins— national  equestrian  events. 


Tubbs  restaurant,  and  a  block  from  the 
Wtnooski  River,  in  Montpeher,  he  and 
13  other  Duff  &  Phelps  employees  use 
faxes,  modems  and  direct  computer 
links  (via  Bloomberg  Business  News)  to 
feed  research  to  more  than  150  institu- 
tional chents  all  over  the  country. 

Montpeher  doesn't  look  hke  a  jimk- 
bond  capital.  It  doesn't  even  look  like 
the  capital  of  Vermont,  which  it  is. 
With  a  population  of  just  8,200,  it  has 
fewer  people  than  any  other  state  capi- 
tal. A  town  of  church  steeples,  quaint 
shops  and  eerily  polite  drivers,  Mont- 
peher emphatically  lacks  bustle.  Hyper, 
business-suited  types  from  New  York 


or  Chicago  might  doubt  that  any  seri- 
ous work  gets  accomplished  here.  For 
one  thing,  nobody  is  yeUing. 

Montpelier's  location,  however, 
makes  it  surprisingly  easy  for  Penni- 
man to  attract  good  outdoorsy  analysts 
who  suspect  that  New  York  City  is  not 
the  best  place  to  raise  a  family  or  even 
attempt  to  be  a  human  being.  Good  an- 
alysts who  ski  are  especially  easy 
marks,  for  Sugarbush  and  Stowe  (where 
three  analysts  Hve)  are  only  35  minutes 
from  "downtovm." 

Penmar  Farm,  Penniman's  100-acre 
competitive  horse  fam,  is  a  mere  five 
minutes  away.  "I  can  be  tacked  up  on  a 
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horse  before  most  people  finish  the  first 
leg  of  their  commute,"  he  says.  "It's  the 
best  way  to  forget  all  your  problems  and 
the  rest  of  the  world." 

Penniman  has  loved  Vermont  ever 
rnce  discovering  the  state  in  the  early 
1970s.  The  son  of  a  career  foreign  ser- 
ice  officer,  Penniman  spent  almost  his 
entire  childhood  abroad,  living  in 
jjemsalem,  Beirut,  Paris,  London  and 
Cairo,  and  sometimes  attending  school 
in  Switzerland.  After  graduating  from 
Colby  College  in  Maine,  he  got  his 
M.B.A.  at  the  University  of  Pennsylva- 
nia's Wharton  School,  worked  in  army 
intelligence  at  Fort  Bragg,  N.C.,  and 
then,  in  1972,  began  analyzing  bonds  in 
Montpelier  for  Vermont  National  Life. 

By  1975  Penniman  had  soured  on  his 
[employer.  Convinced  that  face-to-face 
cHent  stroking  was  an  overrated  contact 
sport,  he  approached  Wall  Street  firms 
ith  an  offer  that  some  no  doubt  found 
astomshing,  if  not  ridiculously  arrogant. 

hich  of  you  folks,  he  asked,  would 
hke  to  hire  a  Montpeher  bond  analyst 
Iwho  refuses  to  relocate? 

McCarthy,  Ried,  Crisanti  and  Maffei 
(later  MCM),  which  had  just  formed,  ac- 
cepted the  unusual  deal.  Under  Penni- 
man, the  Montpeher  office  grew  steadi- 
ly in  profitability  and  prestige.  When 
Chicago-based  Duff  &  Phelps  acquired 
MCM's  research  arm  in  February  1991, 
it  kept  the  Montpeher  office  intact  and 
closed  the  larger  New  York  office  where 
25  analysts  worked. 

Today,  six  dedicated  high-yield  ana- 
lysts in  Chicago  and  one  in  New  York 
report  to  Montpelier  (analysts  in  the 
three  offices  "meet"  every  morning  via 
a  9:30  conference  call).  More  than  two 
r  dozen  bond  or  industry  analysts  in 
Chicago  also  help  create  the  D&P/MCM 
High  Yield  Service's  three  major  prod- 
ucts: buy/sell/hold  analyses  of  450  secu- 
rities, twice-daily  price  updates  on  125 
high -yield  bonds,  and  high-yield  indices 
and  market  overviews. 

No  revolutionary  technology  is 

f needed  to  keep  the  Green  Mountain 
men  and  women  in  touch  with  the  rest 
of  the  world.  The  Montpelier  office  re- 
ceives a  sateUite  feed  of  all  Fed  filings 
and  has  on-line  access  to  Dow  Jones 
News/Retrieval  and  Bloomberg  Busi- 
ness News.  Analysts  work  at  486  PCs 
with  Windows  and  then,  via  a  dedicated 
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PC,  feed  information  directly  to 
Bloomberg.  Paying  clients  who  have 
Bloomberg  terminals  get  instantaneous 
access  to  the  high-yield  information  and 
Penniman's  daily  market  comments. 
Non-Bloomberg  chents  receive  their  in- 
formation in  the  mail. 

The  technology  is  evolving.  The 
Montpelier  and  Chicago  offices,  previ- 
ously linked  by  fax,  are  being  connected 
by  a  computer  network,  thus  enhancing 
their  ability  to  share  data  and  analyses. 
In  1994  Penniman  plans  to  add  a  two- 
way  video  conferencing  system  to  com- 
municate with  cHents  and  the  Chicago 
office.  "You  don't  have  to  meet 
clients,"  he  says,  "but  if  you  can  see 
their  faces  that's  a  plus — it  can  help 
with  nuance." 

Video  conferencing  may  also  elimi- 
nate some  travel  that  Penniman  consid- 
ers nonessential — and  a  major  pain  in 
the  neck.  Currently,  he  gives  annual 
presentations  to  clients  in  New  York, 
Boston  and  Los  Angeles,  and  travels 
twice  a  month  to  New  York  or  Chicago 
to  meet  with  other  clients  and  col- 
leagues. "But  I  sometimes  have  to  travel 
eight  hours  round  trip  to  attend  a  three- 
or  four-hour  meeting,"  he  grouses. 
"There's  got  to  be  a  better  way." 

Penniman,  who  has  an  encyclope- 
dic knowledge  of  credits,  spends  much 
of  his  day  playing  devil's  advocate  to 
his  analysts  as  they  assign  two-  and 
five-year  default  risk  rankings  (on  a 
scale  of  one  to  seven)  to  some  of  the 
nation's  junkiest  securities.  The  work 
is  intense,  but  the  atmosphere  is  infor- 
mal. In  his  monogrammed  blue  but- 
ton-down shirt,  khakis  and  loafers, 
Penniman  is  by  far  the  dressiest  person 
in  the  office. 

Turnover  at  the  Montpeher  outpost 
is  remarkably  low,  although  almost  all 
members  of  Penniman's  flock  have  re- 
ceived offers  that  would  double  or  triple 
their  salaries.  "The  lifestyle  here  is  so 
wonderful  that  our  people  get  'Green 
Mountain  handcuffs,'"  says  Penniman. 
Analyst  Andy  Leinoff,  for  example, 
hkes  rating  junk  bonds  and  loves  raising 
dogs,  sheep  and  organic  oats  on  a  275- 
acre  farm  20  minutes  from  the  office. 
Where  else  is  he  going  to  go  for  that 
combination? 

Not  that  Wall  Street  doesn't  keep 
trying  to  lure  the  Montpeherites  with 


A  TECHNOLOGY  HOW-TO 

George  Lee,  vice-president  of  Duff 
&)  Phelps /MCM  High  Yield  Ser- 
vice, Vermont  branch,  lists  the 
particulars  of  Duff  et?Phelps'  ties  to 
the  market  using  dedicated  lines 
and  satellite  feeds. 

Company:  Duff  &  Phelps  branch  office 

location:  Montpeher,  Vt. 

Business:  Research  firm  providing  eq- 
uity and  fixed  income  analysis.  Other 
services  include  portfoUo  strategy  and 
bank  credit  research. 

Hardware:  14  Digital  Equipment 
Corp.  486  PCs,  127-megabyte  intemal 
hard  drives,  8  megabytes  of  RAM  linked 
peer-to-peer  internally.  Intel  9,600-baud 
standard  modems.  Hewlett  Packard  2 
and  3  Series  laser  printers.  Bloomberg 
terminal  connected  to  Bloomberg  news 
system  in  New  York  with  dedicated 
line.  Satellite  feed  to  Dow  Jones 
News/Retrieval  Service.  On-line  ac- 
cess to  federal  SEC  filings. 

Software:  Lotus  1-2-3  for  spread- 
sheets, Paradox  3.5  for  database,  Word- 
Perfect for  word  processing.  Crosstalk 
for  communication,  Microsoft  Win- 
dows for  Workgroups  for  network,  plus 
some  small  custom  programs. 

NEXT  step:  Establish  dedicated  lines  to 
Chicago  office  using  WAN-based  soft- 
ware and  video  conferencing. 

cost:  $100,000 

EQUIPMENT   SERVICE   AND  DELIVERY: 

Standard  delivery  services.  Local  ser- 
vice. "We're  not  that  far  out  in  the 
boonies."  [Montpeher  is  the  capital  of 
Vermont  (pop.  8,200).] 


its  own  version  of  greener  pastures. 
About  18  months  ago,  a  leading  Wall 
Street  firm  made  Penniman  yet  another 
staggeringly  lucrative  offer  and  then 
threw  in  an  unexpected  kicker.  "We've 
even  found  you  a  horse  farm  an  hour 
from  the  office,"  the  seducer  quipped. 

Flattered,  but  not  tempted,  Penni- 
man pohtely  declined.  "Everything  we 
want  is  right  here,"  he  says.  ® 

Andrew  Feinberg  is  a  New  York  City 
writer. 
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By  Kevin  Hogan 
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I  Think.  Therefore  Icon 

It  wasn't  until  the  personal  computer 
boom  in  the  late  1970s  that  the  myste- 
rious languages  and  codes  left  to  lab- 
coated  geeks  were  translated  for  every- 
one. Commands  became  "user-friend- 
ly." The  computer  icon  was  bom. 

At  once  innocuous  and  ubiquitous, 
the  little  doodads  on  your  computer 
screen  have  quite  an  intricate  origin. 
Who  are  some  of  the  Picassos  behind 
these  pixels? 

Susan  Kare,  one  of  the  first  comput- 
er iconographers,  could  be  called  Apple 
Computer  Inc.'s  Betsy  Ross.  She  is  the 
artist  who  created  the  trash  can  and 
the  ticking  watch  for  the  illustrious 
Macintosh.  She  started  working  at 
Apple  in  1982  when  high  school  chum 
and  software  guru  Andy  Hertzfeld 
brought  her  in  to  create  fonts  in  the 
heady  first  days  of  the  Mac.  She  left 
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MacVrite 


Apple  in  1986  to  design 
user  interface  graphics 
(virtual  buttons  and 
knobs  to  the  layperson) 
for  other  industry  heavy  hitters,  in- 
cluding Microsoft.  Still  living  in  the 
San  Francisco  Bay  Area,  she  now  splits 
her  days  between  burgeoning  projects 
at  General  Magic  and  contract  jobs. 

On  one  level,  Kare's  job  of  juggling 
pixels  into  Httle  pictures  appears  mun- 
dane. "I  seem  to  spend  my  life  asldng, 
'Do  you  want  that  dot  on  or  off?'  That's 
all  I  seem  to  do — turn  dots  on  and  off." 

But  putting  a  big  concept  into  a  lit- 
tle space  is  a  more  strenuous  process 
than  one  might  think.  Kare  takes  basic 
ideas  from  her  cHents,  turns  these  into 
a  half-dozen  or  so  improved  versions, 
then  shows  her  clients  the  Before  and 
After.  From  their  initial  doodles,  Kare 
will  concoct  dozens,  sometimes  him- 
dreds,  of  versions. 

The  creative  process  is  a  mixture  of 
common  sense  and  a  bias  toward  sim- 
pHcity.  "You  need  just  enough  informa- 
tion that  you 
can  recognize 
the  icon,"  says 
Kare.  "Then, 
you  should 
never  forget  it." 


MacPaint 


Some  commands  resist  the  iconic 
metaphor.  Kare  notes  that  there  has 
yet  to  be  an  icon  created  for  the  return 
button  or  execute  command.  "You 
don't  want  a  Httle  picture  of  somebody 
with  a  gun  to  the  head  or  sitting  in  an 
electric  chair.. .bad  idea." 

Kare  describes  herself  as  a  "geezer" 
in  a  profession  barely  10  years  old, 
which  has  grovm  in  both  numbers  and 
scope.  While  she  tries  to  work  with 
only  one  representative  from  a  client 
to  keep  things  simple.  Marge  Boots,  se- 
nior graphics  designer  of  Apple's  New- 
ton Group,  manages  a  cast  of  thou- 
sands. Since  Boots  was  hired  in  1990, 
icons  for  Newton — the  company's  pen- 
based  "personal  communicator" — have 
gone  through  hundreds  of  revisions. 

"It's  sort  of  funny  to  look  at  these 
silly  things  and  think,  'Gosh,  it  took 
that  long?'"  says  Boots.  "Well,  it's 
checked  with  everybody,  a  lot  of  con- 
siderations are  pondered,  and  you  final- 
ly have  to  come  to  a  decision." 

Boots  becomes  glib  when  descrip- 
tions of  her  profession  inevitably  sHp 
into  heavy  metaphorical  associations. 
"It's  an  attempt  to  make  things  more  vi- 
sual," she  says.  "It  accelerates  the  leam- 
ing  curve  for  these  products.  Or  maybe 
it's  a  way  to  give  nutty  artists  jobs." 


For  Whom  the 
Numbers  Crunch 

When  reporter  Charlie  Siderius  took 
the  Skagit  Valley  Herald  (circulation 
20,000)  into  the  world  of  computer-as- 
sisted reporting  last  year,  the  reporters 
found  a  resource  to  help  them  do  sto- 
ries about  more  riveting  issues  than 
PTA  meetings  and  zoning  announce- 
ments, the  traditional  fodder  for  small- 
town presses.  He  hooked  up  the  daily 
paper  serving  the  city  of  Mount  Ver- 
non, Wash.,  located  60  miles  north  of 
Seattle,  to  on-hne  databases  including 
DataTimes,  the  State  Business  Direc- 
tory and  local  public  disclosure  fUes. 

The  last  led  to  one  of  the  biggest 
stories  in  recent  memory  in  the  Skagit 
Valley.  Taking  stock  of  the  county's 
phone  bills,  Siderius  entered  thousands 
of  phone  numbers  manually  into  an  IBM 
386  clone.  Using  the  number-crunch- 
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ing  abilities  of  Paradox  3.5  software, 
Siderius  tracked  and  sorted  the  phone 
records  and  discovered  officials  had  be- 
come enamored  of  another  piece  of 
new  technology — their  cellular  phones. 
Intended  for  county  emergencies,  calls 
on  the  car  phones  were  instead  used  to 
make  hair  salon 
appoint- 
ments  and 
country 
club  reser- 
vations. The 
bill  for  the 
first  months  of 
the  year  was  about  $12,000. 

Siderius'  computer-as- 
sisted story  caused 
such  a  stir  in 
Mount  Ver- 
non that 
one  de- 


posed official  blamed  his  failed  reelec- 
tion bid  on  the  Herald's  investigation. 

Now  a  bureau  chief  at  the  We- 
natchee  (Wash.)  World  (circulation 
33,000),  Siderius  says  that  the  technol- 
ogy he  used  for  his  story  is  available  to 
small  presses  throughout  the  country. 
"Anybody  else  is  miss- 
boat,"  he 
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Real-time  information  solutions  for 
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Webster's  Update 

The  lexicon  of  high  technology  evolves 
as  quickly  as  the  industry  itself.  If 
you're  not  careful,  the  businesspeak  of 
your  competitor  can  make  you  feel  like 
crawling  back  under  your  Pet  Rock. 

"Ten  years  ago  words  like  main- 
frame, disk  operating  system  and 
client/server  were  never  on  anyone's 
lips,"  says  Alan  Freedman,  author  of 
The  Computer  Glossary,  a  600-page 


tome 

that  chronicles  the 
•   surge  of  new  words. 
"Now  you  hear  them  all 
the  time.  People  might 
not  know  what  they  are 
talking  about,  but  you  stUl 
hear  them." 

Freedman  tracks  words  by 
(^analyzing  trade  journals  and 
on-line  services,  which  helps 
him  estabUsh  the  definitions  for 
burgeoning  buzzwords.  He  says 
there  are  about  14,000  terms  in  the 
desktop  pubhshing  industry  alone. 

Here  are  a  few  listed  definitions 
that  are  used  in  the  industry  and  might 
pop  up  at  a  cocktail  party  or  water 
cooler  near  you. 

•  flame  To  communicate  emotionally 
and/or  excessively  through  electronic 
mail.  (Did  you  see  that  E-mail  from 
fohnl  Boy,  did  he  ever  flame!] 


•  boot  virus  Once  recognized  among 
cowboys  and  fishermen  as  athlete's 
foot,  this  phrase  is,  to  those  in  the 
know,  a  computer  flaw  written  into 
the  startup  section  of  a  disk.  (There's 
a  hoot  virus  in  my  hard  drive.  I'm 
flaming!) 

•  foo  A  temporary  file  or  function.  It  is 

occasionally  used  with  the  acronym 
FUBAR  (fouled  up  beyond  all  recogni- 
tion). (That  boot  virus  made  my  foo 
FUBAR.  I  flamed  the  company!) 

•  frob  From  frobnicate,  meaning  to 
manipulate  and  adjust  dials  and  but- 
tons for  fun.  (I  think  someone  frobbed 
John's  PC.  He  flamed  so  much  that 
you  would  have  thought  he  lost  a  foo 
or  had  a  boot  virus!) 

•  buffer  flush  To  transfer  data  from 
memory  to  disk.  (John  buffer  flushed 
that  foo  to  my  hard  drive  with  the 
boot  virus.  I  had  frobbed  it  and  now 
it's  FUBAR.  I  flamed  him!) 

•  kludge  (klooj)  A  primitive,  pedestri- 
an system  or  program.  (Buffer  flush 
that  kludge  from  John's  PC.  I  frobbed 
it  and  now  it's  FUBAR.  Hurry  up  or 
he'll  think  it's  a  boot  virus.  You  know 
how  he  can  flame!) 


Power  in  the  Pits 

Information  technology  has  taken  to 
the  streets  or,  more  specifically,  the 
racetracks,  raising  the  stakes  another 
notch  in  the  1993  PPG  IndyCar  World 
Series.  The  team  of  Newman/Haas, 
managers  of  racing  legend  Mario  An- 
dretti  and  recent  Formula  One  convert 
Nigel  Mansell,  directs  its  pits  during 
races,  including  the  Indianapohs  500, 
with  a  bank  of  computer  electronics 
and  radio  communications. 

The  system,  developed  by  Andersen 
Consulting's  Technology  Services, 


Chicago,  collects  G-force  readings,  fuel 
and  pressure  levels,  and  transmits 
them  to  Compaq  486  notebook  com- 
puters. The  data  are  crunched  in  the 
pits  and  converted  to  Windows-based 
graphics  that  give  the  pit  crew  instant 
in-depth  information.  W.  James  Fisch- 
er, managing  partner  for  Andersen's 
Technology  Services,  explains:  "Our 
software  automates  all  the  analysis 
and  brings  up  only  the  most  vital  infor- 
mation. This  gives  the  engineers  more 
time  to  do  real  work  before  the  car  has 
to  go  back  on  the  track  again." 


The  technology  edge  has  been  paying 
off.  ManseU  looks  hke  a  lock  for  wan- 
ning the  rookie-of-the-year  honors.  Even 
veteran  Andretti  is  close  to  the  top  in 
point  standings  as  the  series  moves  to- 
ward its  conclusion  on  October  3. 

Brian  Lisles,  chief  engineer  of  the 
Newman/Haas  team,  speaks  of  his 
philosophy  toward  the  technology. 
"We're  trying  to  analyze  and  optimize 
the  data — the  factors  of  physics — as 
quickly  as  possible,"  he  says.  "It's  that 
extra  one  percent  that  takes  you  from 
mid-field  to  the  front  of  the  pack." 


172 


Forbes  ASAP 


Need  A  Plain  Paper  f-AX 
.  With  The  Lowest  Cost-Per-Copy?  You  Need 
' Sharp'sWinningGamePlan  ForFax.  , 


Bill  Walsh 
Championship  Coach 


In  football,  you  concentrate  on  winning  a  few| 
yards  at  a  time.  In  business,  it's  pennies. 


mfom 


FAXaWKE 

siNans7 


That's  why  Sharp,  the  #1  fax  company, 
has  a  Winning  Game  Plan  for  business. 

A  booklet  that  can  help  you  find  the 
plain  paper  fax  with  the  lowest  cost-per-copy 
in  the  industry. 

Like  Sharp's  FO-5400  Plain  Paper  Laser  Fax  - 
with  a  15,000  copy  toner  cartridge  that  can  last  years, 
not  months.  Plus  advanced  features  like  collated 
output,  500  sheet  paper  capacity.  A  six  second  trans- 
mission speed.  And  an  industry  first  -  the  FO-5400 
is  the  only  fax  machine  available  that  permits  you  to 
fax  two  sided  documents. 

And  Sharp's  RA.S.T.  remote  maintenance  system 
that  actually  places  its  own  service  calls. 

So  if  you're  committed  to  squeezing  more  ^ 


So  if  you're  committed  to  squeezing  more 
value,  mqre  productivity  out  of  every  penny, 
call  for  Sharp's  Winning  Game  Plan  booklet  ^ 
today.  Or  fax  1-800-3-SHARP-3.  J| 


It'll  put  you  right  where  you  want 
to  be.  In  the  winning  position. 


CALL  1-8G0-BE-SHARP  FOR 
YOUR  WINNING  GAME  PLAN  FOR  FAX. 


IVl  O  R  E  S 


By  Owen  Edwards 


Two  Cheers 
for  the  House 
of  Gates 


WITH  THE  MILLENNIUM  al- 
most upon  us  and  the  so- 
cial fabric  of  the  nation 
increasingly  tattered,  the  time  has 
come  at  last  for  the  estabUshment  of 
an  American  constitutional  monarchy. 
On  the  off-chance  that  some  readers 
may  not  see  this  as  an  unquestionably 
good  thing,  let  me  state  the  case  for 
this  necessary,  dramatic  change. 

The  relentlessly  pubhcized  woes  of 
the  British  royals  may  seem  Httle  more 
I  than  fairly  deplorable,  mostly  irrelevant 
entertainment,  Hke  televised  bouts  of 
i  the  World  Wrestling  Federation.  But 
i  whether  the  House  of  Windsor  stands 
\  or  falls  has  real  significance  for  us  ex- 
I  colonials.  A  considerable  number  of 
Americans  think  of  the  British  royal 
family  as  our  royal  family,  providing 

I'  the  only  real  relief  we  get  from  the 
squahd  goings-on  of  poUticians.  Presi- 
dents come  and  go,  leaving  behind 
their  dirty  laundry,  but  royalty  remains 
i  dependably  in  place.  Coronations,  royal 
weddings  and  other  glittering  rituals 
satisfy  some  atavistic  yearning  that 
democracy,  for  all  its  blessings,  cannot 
I  ^adequately  address. 

The  fate  of  Elizabeth  II  and  her 
brooding  brood  is  not  sealed,  of  course. 
As  Anthony  Lejeune  put  it  in  National 
Review:  "Even  now,  the  British  people 
i  are  not  much  inclined  to  republican- 
ism. They  may  deplore  the  behavior  of 


the  younger  members  of  the  royal  fam- 
ily, but  their  antipathy  toward  politi- 
cians is  much  greater;  they  would  not 
wish  to  see  a  poUtician  become  head  of 
state."  If  the  Enghsh  royals  do  go  the 
way  of  kings  and  queens  elsewhere, 
where  can  America's  closet  monar- 
chists turn?  Not  to  Juan  Carlos  of 
Spain,  who  has  never  bmlt  much  of  a 
following  here.  Not  to  Constantine  of 
Greece,  a  bland  fellow  in  permanent 
exile.  Not  to  the  "just  folks"  Scandina- 
vian and  Dutch  royal  famihes  (who've 
been  known  to  ride  around  on  bicy- 
cles), or  to  the  vaguely  grimy  Grimaldis 
of  Monaco.  Nor  will  we  find  our  diver- 
sion in  the  doings  of  Saudi  potentates, 
the  Sultan  of  Brunei  or  the  Emperor  of 
Japan.  Clearly,  if  we're  going  to  replace 
the  royal  Brits,  we're  finally  going  to 
have  to  come  up  with  a  king  or  queen 
of  our  own. 

Don't  pretend  to  be  shocked.  We  the 
people  have  been  trying  to  put  the 
crown  on  somebody's  head  since  Com- 
walHs  cried  "uncle."  Had  George  Wash- 
ington been  power-hungry,  he  might 
easily  have  become  George  IV,  and 
when  John  Wilkes  Booth  leaped  to  the 
Ford's  Theater  stage  shouting  "Sic  sem- 
per Tyrannis!"  he  obviously  thought  of 
Lincoln  as  Caesar.  In  this  century, 
we've  had  Teddy  Roosevelt  playing  a 
dashing  Prince  Hal,  FDR  cast  as  King 
John  by  grudging  corporate  barons  and 


John  Kennedy  presiding  briefly  over  a 
stage-set  Camelot.  When  Ronald  Rea- 
gan brought  regal  pomp  to  the  White 
House,  a  democratic  electorate  reward- 
ed him  with  a  landsUde  victory. 

Those  whose  need  for  majestic 
splendor  is  unfulfilled  by  pols  often 
turn  to  Hollywood.  Thus  the  royally 
demented  Barrymores,  Queen  Elizabeth 
(Taylor),  James  Dean  as  the  doomed 
Prince  Hamlet.  Elvis'  rapt  subjects  still 
revere  him  as  the  King,  their  adoration 
saved  by  his  astute  career  move  of 
dying  before  he  became  a  Henry  VIE 
impersonator.  But  politicians  and 
celebrities  tend  to  tarnish  their  crowns 
or  prove  too  temporarily  appealing. 
American  royalty  must  be  made  of 
more  enduring  stuff. 

The  obvious  answer  to  finding  a 
rustproof  monarch  might  be  just  to  put 
some  bona  fide  blueblood  like  Sen.  Jay 
Rockefeller  (D-W.Va.)  on  the  throne, 
but  haute  WASPs  are  generally  loathed 
by  their  fellow  citizens,  and  their  dis- 
creet charms  are  indecipherable  to  the 
press. 

CLEARLY,  THE  WELLSPRING  of  the 
first  American  king  must  be 
business,  since  historically 
royalty  has  always  sprung  from  in- 
come, property  and  the  irrepressible 
urge  to  increase  one's  holdings.  (A 
queen  would  be  fine,  by  the  way,  but  it 
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happens  that  my  choice  to  wear  the 
mantle  is  a  man.)  Not  every  business 
will  do,  however.  Despite  the  useful  tu- 
torial of  their  ruthless  hierarchical 
structures,  old-line  manufacturing  in- 
dustries are  not  appropriate  sources  for 
royalty — at  least  not  for  modem  royal- 
ty— because,  like  ancient  WASPocra- 
cies,  they  have  about  them  the  whiff  of 
presumption,  and  decay  doesn't  blend 
with  the  youthful  vigor  required  to  deal 
with  changing  times.  Detroit,  for  ex- 
ample, which  finds  it  hard  enough  to 
produce  a  mind  capable  of  bright  ideas, 
is  unlikely  to  produce  a  head  suitable 
for  crowning. 

The  obvious  business  to  provide  the 
riglit  royal  stuff  is  technology.  Like  the 
magic  of  MerUn  that  gave  Arthur  a  leg 
up  on  kingship,  the  wizard's  brew  of 
high  tech  offers  a  monarch  the  kind  of 
mysterious  edge  needed  in  today's  re- 
lentlessly skeptical  atmosphere.  Most 
people,  even  daily  users  of  computers, 
are  baffled  by  them,  so  someone  who 
knows  the  secrets  of  the  new  magic 
will  wield  the  contemporary  equivalent 
of  Excahbur. 

The  mere  amassing  of  a  vast  fortime 
by  exercising  arcane  knowledge  isn't 
sufficient  for  kingship.  Money  matters, 
since  our  new  king  will  be  expected  to 
pay  his  own  way  and  live  in  appropri- 
ately high  style.  None  of  those  annoy- 
ing Carterisms  hke  carrying  one's  own 
garment  bag!  But  personality  matters 
more.  For  all  his  acumen  and  high- 
stakes  dealmaking,  Ross  Perot  is  more 
Cromwell  than  king.  He'd  probably 
never  give  up  his  cheap  suits  and 
might  be  driven  by  born-again  pop- 
uHsm  to  wear  a  crown  picked  up  at  a 
McDonald's  birthday  party.  Larry  Elli- 
son, the  Osman  of  Oracle,  won't  do  ei- 
ther, despite  the  splendor  of  his  corpo- 
rate headquarters  and  his  Oriental  po- 
tentate's private  home — or,  rather,  be- 
cause of  it.  Such  ghtz  is  the  province  of 
barons.  John  Sculley,  for  all  his  ambi- 
tion, is  too  much  the  courtier  to  be  a 
Idng.  Even  a  regal  near-Lear  hke  David 
Packard  is  too  senior  to  be  quite  right. 
Let  one  of  his  royal  progeny  take  over 
before  America  is  used  to  our  royal 
family  and  revolutionaries  will  be 
tempted  to  sharpen  up  the  guillotine 
or,  worse,  start  monitoring  the  royal 
car  phones. 


YOUNG,  RICH,  bright.  These 
qualities  are  not  hard  to  find 
in  technology.  Lovable  is 
trickier.  As  is  the  rare  combination  of 
admirable  ability  and  endearing  feck- 
lessness  that  makes  a  king  or  queen 
both  paradigm  and  mascot.  All  of 
which  leads  me  to  my  choice — and,  I 
hope,  America's  choice — for  the  first 
crowned  head  of  our  new  constitution- 
al monarchy:  BiU  Gates,  his  Microsoft 
majesty. 

Having  tried  out  this  idea  on  a  ran- 
dom sample  of  know-it-alls  in  the  busi- 
ness, I'm  aware  of  the  many  arguments 
against  King  Wilham,  even  from  those 
who  don't  break  into  a  feverish,  Re- 
vere-ish  sweat  at  the  mention  of 
monarchy.  Rather  than  lend  legitimacy 
to  their  negativity,  I  will  simply  list  the 
reasons  for  the  establishment  of  the 
House  of  Gates. 

First,  the  man  is  seriously  rich;  he 
could  handle  the  out-of-pocket  expens- 
es of  royal  hunting  lodges,  pet  regi- 
ments, crown  jewels,  ermine  robes  and 
that  sort  of  thing  without  dipping  into 
principal  (or  the  taxpayer's  pocket).  Sec- 
ond, for  all  his  apparent  just-one-of-the- 
nerds  modesty.  Gates  seems  to  have 
the  powerful  aura  that  befits  a  king. 
People  at  Microsoft  are  said  to  be 
showing  definite  signs  of  worship, 
adopting  the  Gatesian  style  of  smudged 
eyeglasses,  dirty  hair  and  perpetual  fid- 
geting. Gatespeak  is  rampant:  band- 
width means  "smart,"  and  good  people 
are  hardcore. 

Like  any  deserving  king.  Gates  obvi- 
ously likes  power,  the  proper  attitude 
even  for  a  constitutional  king  whose 
power  is  illusory.  He  likes  fast  cars,  sat- 
isfying the  royal  requirement  for  eques- 
trian pursuits.  And,  with  his  recent  en- 
gagement to  Mehnda  French,  the  prob- 
lem of  an  heir  to  the  throne  is  at  least 
partially  solved  (though  Gates'  ex- 
pressed desire  to  have  six  children,  out- 
doing Elizabeth  n  and  guaranteeing  a 
source  of  People  magazine  special  is- 
sues for  the  next  40  years,  may  not  be 
exactly  his  fiancee's  fondest  dream). 

Best  of  all.  Gates  is  quintessential- 
ly  American,  neither  socialite  nor 
snob,  but  well  brought  up  and  able  to 
learn  the  affectations  that  go  with  the 
territory  (rumor  has  it  that  he  is  now 
having  suits  made  by  a  pricey  Seattle 


tailor).  He'd  have  to  get  used  to  trav- 
eling with  an  entourage,  not  in  coach 
(his  current  inexplicable  habit),  and 
would  have  to  give  up  snacking  on 
airport  pizza.  Unlike,  say,  a  young, 
presumptuous  Kennedy,  Gates  would 
have  to  learn  the  king  thing  on  the 
job,  giving  Americans,  who'll  be  new 
at  the  game  too,  the  chance  to  leamj 
with  him. 

With  regal  disdain,  Bill  Gates  and] 
his  PR  protectors  (seedbed  of  a  fawning) 
court)  did  not  deign  to  comment  on  hisj 
availabiUty  for  the  throne.  This  is  good.! 
Who'd  want  a  king  so  common  as  toi 
lobby  for  himself?  But  venture  capital- 
ist Ann  Winblad,  a  close  friend,  wasi 
willing  to  comment:  "Bill's  really  an 
inappropriate  choice.  Not  that  he'd  be  ai 
bad  king,  but  constitutional  royals  are! 
required  to  act  out  societal  roles,  andl 
he's  been  known  to  go  places  and  for- 
get his  shoes.  Anyway,  he'd  much 
rather  be  on  the  deck  of  a  warship  thani 
breaking  the  champagne  bottle  against! 
the  hull." 

So  who  is  Winblad's  choice?  "Stevei 
Jobs.  He'd  probably  love  to  be  king,  and 
he  needs  a  job.  Plus  he  would  be  very 
good  at  taking  from  his  subjects  with- 
out appearing  to  do  so.  He  has  a  very 
royal  abihty  to  look  at  something  that 
has  consumed  vast  amounts  of  many 
people's  energy,  time  and  emotion  and, 
with  a  wave  of  his  hand,  say,  'Never' 
mind.'  He's  a  natural." 

Winblad  may  be  right,  but  Jobs, 
would  be  wrong.  Sure,  we  need  a  king, 
but  why  start  out  with  Richard  III? 
Tmst  me,  we'll  be  better  off  with  King 
Wilham  the  Unwilling,  however  small 
his  appetite  for  panoply.  Of  course, 
Charles  and  Di  may  yet  patch  things 
up,  in  which  case  the  once  and  future 
Gates  can  just  go  on  taking  over  the 
world. 


For  his  part  in  King  Wilham's  ascen- 
sion to  power,  Owen  Edwards  expects 
to  be  made  Prince  of  New  York, 
where,  from  his  486-room  Central  Park 
post-modern  castle,  he  will  watch  his 
serfs  and  minions  scurry  through  his 
princedom,  formerly  called  Manliattan 
and  now  named  "Golden  Dehcious. " 
Failing  that,  he'll  settle  for  being 
named  a  charter  member  of  the 
Knights  of  the  Nerdpack. 
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locked  in  time. 

Dreariness — from  the  reception  area 
to  the  research  lab,  let  alone  in  the 
CEO's  suite,  which  usually  resembles  a 
mausoleum — destroys  the  spirit.  It's 
utterly  impossible  to  imagine  people 
laughing  in  such  settings,  or  weeping 
or  frohcking,  or  producing  anything  in- 
teresting! 

Which  bodes  ill  for  competitiveness 
these  days.  Maybe  when  a  product's 
life  could  stretch  for  a  decade,  the 
Great  Blight  of  Dullness  was  of  mar- 
ginal concem.  Sad,  yes  (the  shrivehng 
of  the  human  spirit  always  is),  but  sur- 
vivable.  But  now,  technology  and  re- 
invention and  cannibalization  and 
imagination  are  the  mantras  of  corpo- 
rate strategy.  Product  lives  of  months, 
or  a  year  or  so  at  most,  are  the  best 
one  can  hope  for  in  most  any  business. 
And  the  issue  goes  far  beyond  speed 
and  shrinking  product  lives:  most  of 
today's  "new"  products  and  services, 
high  tech  or  low,  are  pale  replicas  of 
yesterday's  winners. 

Nourish  exuberance 

"Nobody  enjoys  sitting  on  a  stoop 
looking  out  at  an  empty  street,"  Jacobs 
writes.  Brilliant!  Wandered  the  corpo- 
rate halls  lately?  Not  just  the  vertical 
spires  of  Manhattan  but  the  glitzy  new 
campuses  of  Silicon  Valley,  Austin,  or 
Stamford,  Conn.  Would  you  sit  on  the 
stoop?  Is  there  anything  worth  watch- 
ing? Is  your  mind  joggled  and  boggled? 
Is  exuberant  intellectual  and  emotion- 
al variety  the  coin  of  the  realm?  Does 
the  beat  (street  rap,  of  course)  go  on, 
nonstop,  24  hours  a  day? 

I  wouldn't  sit  and  I  wouldn't  watch. 
And  I'd  be  neither  joggled  nor  boggled. 
People  are  captives  of  their  offices  (or, 
these  days,  low-walled  cubicles). 
Today's  rage,  "interaction  spaces," 
though  carefully  planned  by  high- 
priced,  with-it  architects,  feel  damn  lit- 
tle like  the  pubs  and  sidewalks  and 
neighborhoods  that  engender  spirited, 
free-flow  exchange  and  create  novelty. 
When  it  comes  to  applying  informa- 
tion technology,  most  E-mail  systems, 
for  example,  are  rigid  and  Orwellian, 
often  monitored  by  paranoid  corporate 
cops;  they  suppress  exuberant,  sponta- 
neous chatter  rather  than  foster  it. 


There  are  exceptions.  IDEO  is  a 
zoo — oh,  lovely  metaphor  for  this  age 
of  the  nanosecond!  Experts  of  all  fla- 
vors commingle  in  "offices"  that  look 
more  like  cacophonous  kindergarten 
classrooms  than  home  to  one  of  Amer- 
ica's (and  the  world's)  most  successful 
design  firms.  Desks  are  littered  with 
works-in-progress  and  the  remains  of 
midnight  fast-food  binges.  Models  of 
futuristic  lamps  and  movie  special- 
effects  devices  and  high-tech  blood- 
chemistry  analyzers,  in  all  stages  of  de- 
velopment, lie  about  here  and  there — 
and  are  the  cause  of  nonstop  kibitzing. 
The  planet's  most  advanced  software 
programs,  running  on  the  world's  most 
advanced  workstations,  networked 
with  heaven  laiows  whom  from  heav- 
en Icnows  where,  hum  24  hours  a  day. 

Clients  and  other  outsiders  pop  in 
and  out  without  ado.  Chatter  is  cease- 
less. Brainstorming  sessions,  pitting  a 
dozen  minds  from  different  disciplines 
against  one  another  in  raucous  pursuit 
of  zany  ideas,  are  called  on  a  mo- 
ment's notice.  Bikes  line  the  halls. 
Joke  prizes,  along  with  impressive 
awards,  hang  on  every  wall.  The  bot- 
tom line:  IDEO  gets  the  job  done,  on 
time,  on  budget  and  with  exceptional 
imagination. 

Such  spunk  can  mark  the  virtual 
world,  too.  Author  Howard  Rheingold, 
in  his  forthcoming  The  Virtual  Com- 
munity, describes  electronic  communi- 
ties that  work,  drawing  extensively  on 
his  experience  as  cyberspace  addict, 
since  1985,  of  the  counterculture  elec- 
tronic conferencing  system/community, 
the  WELL  (Whole  Earth  'Lectronic  Linl<:). 

The  parallels  between  his  language 
and  Jacobs'  are  eerie.  "People  in  virtual 
communities,"  he  writes,  "use  words 
on  screens  to  exchange  pleasantries 
and  argue,  engage  in  intellectual  dis- 
course...brainstorm,  gossip,  feud,  fall 
in  love,  find  friends  and  lose  them, 
play  games,  create  a  little  high  art  and 
a  lot  of  idle  talk."  He  calls  the  WELL  "a 
small  town"  where  "there's  always  an- 
other mind.  It's  hke  having  the  comer 
bar,  complete  with  old  buddies  and  de- 
lightful newcomers  and  new 
tools... and  fresh  graffiti."  And  don't 
forget  the  cyberspace  bartenders,  more 
or  less  officially  designated  "hosts... 
who  serve  the  same  role  on  the  WELL 


as  a  good  host  at  a  party  or  salon — 1( 
welcome  newcomers,  introduce  pcoph 
to  one  another,  clean  up  after  guests 
provoke  discussions  and  break  uj 
fights  if  necessary." 

IDEO  and  the  WELL  are  home  t( 
what  Jacobs  would  call  "exuberant  va 
riety."  Life  in  both  settings  is  bound 
arylcss  and  ever-changing,  in  Techni 
color,  with  Dolby  sound. 


J 
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Boot  the  designers 

what  can  you  do  if  you  share  m> 
concerns?  Jacobs  tells  us  to  focus  orl 
the  mundane.  Good.  Move  away  frorr 
"business"  and  try  looking  at  "life.' 
Why,  for  instance,  do  you  return  to  thd 
same  few  blocks  for  a  Friday  evening 
or  Sunday  morning  stroll?  Or  choosy 
one  restaurant  over  another?  Probabl^j 
because  it's  a  turn-on.  Something  (|0ll6f 
about  it  is  exciting.  You're  always  sur\  (() 
prised.  It  is  the  antithesis  of  monotoj 
nous. 

Organizational  designers  are  typi 
cally  a  deadly  lot,  just  like  most  cit)j 
planners  and  architects.  They,  too,  hk( 
blueprints  and  connections  hard-wirec  ^ 
for  etemity,  not  the  hurdy-gurdy  of  the 
sidewalk.  Abhorring  messiness,  organij 
zational  designers  construct  tidy  cub 
byholes  for  all,  fit  perfectly  for  a  placic 
world. 

Maybe  you  should  drop  the  term 
organizational  design  and  boot  the  de-Btsi 
signers.  Look  instead  to  the  1960s  anq 
Ken  Kesey:  How  about  creating  "hap 
penings"?  Maybe  you  should  hire  i 
movie  director  or  jazz  musician  oi 
master  magician — and  title  her  or  hirrj 
VP  of  Vitahty,  Director  of  Exuberance 
or  Grand  Panjandrum  of  Curiosity 

Jacobs  says  effective  city  planning 
is  about  "catalyzing  diversity" — al 
ways  at  street  level.  Amen.  Organiza 
tion  as  carnival  or  improvisational  the 
ater  or  interactive  video  game  has  long 
appealed  to  me  more  than  organizatiorj 
as  stone  pyramid  or  org  chart  (even  il 
updated  weekly,  in  10  colors,  on  tha 
newest  laser  printer).  ! 

You  see,  I  can  imagine  working  foj 
IDEO,  but  not  for  most  of  the  fimis  at 
which  you,  fair  readers,  ply  your  trade: 
I  fear  for  you,  your  company,  oui 
country  and  my  kids  and  me,  victims 
all  (and  often)  of  the  Great  Blight  ol 
Dullness. 
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looner  or  later,  you'll  get  an 
^Out  of  Memory"  messaige. 
Vhether  your  386/486  has 
1  megabyte  or  16. 

and  network  utilities  need  memory  riglit 
'e  your  programs  need  it,  too.  It's  called 
Jyottifcr'  or  'conventional'  memory. 

yding  RAM  to  your  PC  just  gives  you 
expanded  or  extended  memory  — 
isible  to  some  programs,  but  not  to  TSRs 
'ax  utilities,  device  drivers  or  network 
ies  like  Novell  NetWare.  Fortunately 
!'s  an  easy  software  solution  to  'out  of 
lory'  problems. 

ive  Your  Cake  and  Eat  It,  Too. 

more  memory  you  have,  the  more  tlexi- 
"fy  and  reliability  you  can  enjoy  Thanks  to 


/cul 


:ter 


our  patent-pending  'stealth'  tech- 
nology QEMM  finds  as  much  as  96K  more 
high  memory  tlian  other  memory  managers. 

No  one  has  yet  been  able  to  match  our 
performance.  No  wonder  QEMM  outsells 
all  the  others  put  together! 

QEMM  puts  the  maximum  memory  right 
where  your  favorite  programs  need  it  so  vou 

'1  needed  mther  32K  for  my  favorite  TSR. 
I  arkkd  2  megabytes.  I  stU  need  32K!  What  gives?'' 

whether  you're  running  MS-DOS,  IBM  ' 
PC-DOS,  DR  DOS,  Novell  DOS  or  MS 
Windows;  one  megabyte  or  eight  don't  sacri- 
fice; don't  compromise;  don't  risk  losing  wort 
Managing  your 


'  DOS6w/oMemMaker 
D0S6withMemMaker 
ie|    QEMM-386  v6  Optimize 
tti  New  QEMM  version  7  Optimize 


Bsk  400K  500K 

tested  DOS  with  and  without  MemMaker  and  with 


m 


MM  6  and  OUT  new  QEMM  7ninsawayfmm  all  of 
them.  See  details  of  test  conditions  below. 


itt 
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600K 


can  run  them  and  TSRs  without  'out  of 
memory'  problems  or  conflicts.  That  keeps 
your  PC  running  smoothly  and  performance 
at  its  best. 

Protect  Your  Productivity; 
Keep  Your  Work  Safe. 

Any  task,  from  programming  to  writing  the 

company  business  plan  to  composing  a 
personal  letter,  takes  time  and  thought. 
Your  PC  is  supposed  to  make  that  process 
-  easier;  your  output  better.  When  you  can't 
run  your  favorite  grammar-checking  TSR  or 

have  to  get  by  without  a  vital  network  utility 

you're  sacrificing  productivity. 


HWEEK     EVTE       EVTE  EVTE 


ANALYST'S  CHOICE 


memory  well  is  the  best 
way  to  assure  your  work 
won't  go  to  waste. 
QEMM  version  7  is  th 
QEMMcomeswith  most powerful,  flexible 
the  new  Manifest,  the  memory  manager  you  car 
award-winning     t,^^  j^'s'the  utility/  that  fim 
memory  analyzer  that      '  ', 

helps youseehow   more  memory  when 
your  PC  works.     nothing  else  can. 
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The  Peters  Principles 

i 

By  Tom  Peters 

Beating  the  Great  Blight 

of  Dtilliiess 


"Strategies  are  okayed  in  boardrooms 
that  even  a  child  would  say  are  bound 
to  fail.  The  trouble  is,  there  is  never  a 
child  in  the  boardroom. " 

Victor  Palmieri,  business  turnaround  boss 


It  sounds  arrogant,  but  I  can  diag- 
nose a  corporate  culture  in  about  30 
seconds.  Walk  into  the  offices  of  IDEO 
design  in  Palo  Alto,  Calif.,  and  imme- 
diately you'll  be  caught  up  in  the  ener- 
gy, buzz,  creative  disarray  and  sheer 
lunacy  of  it  all.  Breach  the  reception 
area  at  XYZ  Corp.  (any  of  a  thousand 
firms),  and  you'll  think  you've  M^alked 
into  the  city  morgue.  In  place  of  Uveh- 
ness  and  vitality,  you'll  find  what 
philosopher/urban  planner  Jane  Jacobs 
calls  "the  Great  Bhght  of  Dullness." 

Jacobs'  book.  The  Death  and  Life  of 
Great  American  Cities,  is  as  timely  in 
1993  as  it  was  at  pubHcation  in  1961. 
She  rails  against  "progressive"  city 
planners  who,  bent  on  social  revolu- 
tion, bulldozed  great  swaths  through 
cities — then  erected  monumental,  ster- 
ile housing  projects  that  quickly  be- 
came dens  of  mayhem  which  haunt  us 
to  this  day. 

By  disposition,  city  planners  like 
things  that  look  grand  and  tidy  on  a 


Designing  a  corporate 
culture!  Draw  your 
lessons  from  cities. 
Single-use  areas  are  mo- 
notonous and  desolate. 
By  contrast,  mixed  uses 
beget  energy  buzz  and 
creative  disarray 


blueprint.  They  favor  the  static  and 
statuesque  over  the  dynamic  and  dis- 
orderly. But  for  Jacobs,  an  unabashed 
aficionado  of  cities,  first-class  urban 
centers  are  about  dynamics  and  rela- 
tionships; they  are  never  frozen,  al- 
ways evolving. 

What  sidewalks  teach  us 

Sidewalks  and  streets  are  the  "cur- 
rency of  cities,"  Jacobs  writes.  If  side- 
walks are  daylong  circuses,  where  a 
variety  of  folks  engage  in  a  variety  of 
energetic,  iimovative  activities,  then  a 
city  will  be  energetic  and  innovative. 
The  key  to  successful  sidewalks, 
streets  and  cities,  Jacobs  asserts,  is  di- 
versity. But  most  planners  don't  get  it 
or,  worse,  decry  the  notion. 

Urban  designers,  for  example, 
thumb  their  noses  at  (1)  kids  playing 
on  sidewalks,  (2)  mixed  uses  (myriad 
workplaces,  shops  and  residences 
cheek-by-jowl  with  one  another)  and, 
especially,  (3)  bars.  Wrong,  Jacobs 
snarls. 

Herd  youth  into  playgroimds  where 
they  can  participate  in  organized 


games,  say  the  planners.  Stupid,  Jacobs 
rebuts:  Kids  are  safer  and  better  en 
gaged  on  vital  streets,  where  there  arfl 
plenty  of  adults  around  to  watch  an^ 
monitor  and  guide,  and  where  the  side] 
walks  are  wide  enough,  and  odd  nooks 
and  crannies  plentiful  enough,  to  spui 
creative  games  and  interaction.  Kids 
are  most  at  risk,  she  claims,  in  duUj 
lifeless  parks  and  housing-project  pla^j 
yards — where  society's  worst  actors 
have  their  way  almost  at  will. 

Single-use  areas  are  monotonous 
and  desolate.  By  contrast,  mixed  uses 
attract  a  mix  of  people.  Variety  begetd 
more  variety,  and  soon  a  block  is  bub^ 
bling.  Chance  meetings  in  densel)| 
populated  areas  spawn  still  more 
cockamamy  and  interesting  uses. 

Hurrah  for  those  bars,  too.  Jacobs 
explains  that  they  keep  lots  of  people 
on  the  street  for  lots  of  hours — and 
along  with  churches  and  pawn  shops 
and  specialty  restaurants  that  attract 
folks  from  all  over  town  and  beyond 
add  to  the  richness  and  vitahty  of  the 
neighborhood  and,  ultimately,  to  the 
economic  and  cultural  value  of  a  city 
as  a  whole. 

Dreariness  destroys 

Today's  marketplace  is  anything 
but  dull,  whether  in  electronics,  finan- 
cial services,  hospitahty  or  steel.  Most 
of  our  sizable  corporations  are  re- 
sponding to  the  globalization  of  every- 
thing and  the  astonishing  power  of  the 
new  teclxnologies  by  downsizing,  de- 
layering,  reengineering,  etc.  Helpful, 
yes.  Yet  all  these  efforts  are,  in  one 
sense,  retrograde  exercises  in  creating 
picture-perfect  modern  enterprises 
continued  on  page  1 78 
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Let  Bear  Steams  Prime  Broker  System 
consolidate  your  trading  activity. 

Are  confirmations  creating  chaos  in  your  office?  The  Bear  Stearns  Prime  Broker  System  is  designed  for 
professional  investors  who  execute  trades  at  more  than  one  securities  firm.  You'll  receive  our  in-depth, 
easy-to-read  reports  on  all  trades,  wherever  executed,  while  enjoying  full  and  immediate  use  of  your  funds  plus  the 
flexible  financing  of  a  highly  capitalized  securities  firm.  Want  to  know  more?  Call  Richard  Harriton,  President, 
Bear,  Stearns  Securities  Corp.  at  800-999-6000.  Executive  offices,  245  Park  Avenue,  New  York,  New  York  10167. 

BeVR  STEARNS 

Sharing  Opportunities 


REGIONAL  OFFICES  THROUGHOUT  AMERICA 


For  a  brief  time,  news  of  its  I 
incredible  engineering  must  tal(e  a  bacicseal 
to  news  of  this  incredible  value. 


Tke  New  1994  Infiniti  Q45. 


©  10Q3  Infiniti  Di,  <ision  of  Nissan  Motor  Corporation  U.S.A.  'Limited-time  rate  of  $5Q0/month  for  SO-month  closeJ-enJ  lease  on  a  1QQ4  Q45.  Available  at  par 
Mfict 


iny  Infiniti  Dealers  to  quafificJ  lessees  through  Infiniti  Financial  Services,  ect  to  availability;  offer  good  for  limited  time  only.  Rate  haseJ  on  M.S.R.P.  of  $47.(, 
clujinq  destination  charges,  less  $1,500  customer  Jown  payment  and  less  required  dealer  capital  cost  reduction.  Dealer  participation  may  affect  actual  cost.  Act 
capitalized  cost  of  $42,045.59.  Taxes,  title,  registration,  insurance,  options  and  locality  required  equipment  not  included  in  lease  rate  and  may  he  payc 


T^^jjignature  ^ase 
36  montks/$l,SOO  down* 


e  new  1QQ4  Infinitf  Q45'  is,  simply,  one 
of  the  most  advanced  automobiles  ever  conceived. 
Patented  suspension  technology  to  enhance  con- 
trol Comprehensive  safety  technology,  from  dual 
air  hags  to  front  seat  helt  pre-ten  si  oners.  Interior 
appointments  including  hand-selected  leather  and 
walnut.  All  standard. 

For  a  limited  time,  however,  we  can  offer  some- 
thing even  more  impressive.  The  Signature  Lease. 
Now,  drive  the  perfect  balance  of  performance,  safe- 
ty and  luxury  for  just  $5QQa  mon  th,for36  mon  ths, 
with  $1,500 down  and  a  $450  acquisition  fee. 

In  keeping  with  a  car  that  goes  beyond  typ- 
ical luxury  car  offerings,  the  Signature  Lease  does 
the  same,  with  all  the  convenience  of  the  Infiniti 
Total  Ownership  Experience.  From  showrooms 
where  you're  treated  like  an  honored  guest,  to  our 
superb  Roadside  Assistance  plan,  to  free  leaner 
cars  with  scheduled  service! 

Visit  your  Infiniti  showroom  for  a  Guest  Drive, 

hBOO-826-6500.  The  045  $5QQ 

'yignatureLease.  It  may  be  the  most  startling  au- 
tomotive accomplishment  this  year. 

Its  everything  that's  possi 
INFINITI. 

mmation.  INITIAL  PAYMENT  OF  $2,549  DUE  AT  LEASE  SIGNING  ($1,500  CUSTOMER  DOWN  PAYMENT  $509  FIRST-MONTH 

oENT,  $450  ACQUISITION  FEE).  Total  monthly  payments  $21,564.  Purchase  option  available  at  lease  end  for  $25,8Q3  plus  applicable  sales  tax.  Lessee 
pr  maintenance,  repairs  and  excessive  wear  and  tear  as  disclosed  in  the  lease  agreement  and  a  mileage  charge  of  $0.15/mile  for  mileage  over  15,000 per  year.  Lessee  ac- 
no  ownership  rights  in  the  lease  vehicle  if  the  option  to  purchase  is  not  exercised  by  payment  of  purchase  price.  'Subject  to  availability. 
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By  Lisa  Gubernick  and  Peter  Newcomb 
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names  in  show  business. 
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Joe  Stalin's  Heirs  124 

By  Paul  Klebnikov 

Russia  is  all  too  much  at  the  mercy  of 
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of  Vladimir  Lenin  and  Joseph  Stalin. 
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Tandem  Computers 

By  Dyan  Machan 
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The  powerfiil  Arkansas  banking  fam- 
ily may  have  looked  pro-Clinton,  but 
its  investment  activities  indicate  dis- 
enchantment with  the  direction  in 
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Empi  Inc.  80 

By  Zina  Moukheiber 

Having  survived  a  hellacious  child- 
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dated by  the  naysayers  in  the  medical 
establishment. 

Starting  Your  Own  Business: 
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Don't  Die! 

Uncle  Sam  Will  Inherit 
55%  of  Your  Estate 

Unless 

You  Have  Negotiated  A  Discount 
On  Your  Estate  Tax  Cost 


Current  Estate  Taxes 

IF  YOUR        THE  ESTATE 
ESTATE  IS        TAX  WILL 
WORTH  BE 

$1,000,000  $153,000 

^Negotiated  Discount  At  Age: 

Male  60       MaJe70       Male  80       Male  90 
Female  60    Female  70    Female  80    Female  90 

Your  Estate  Tax  Cost  Will  Be  Only: 

$19,111         $30,935        $52,729  N/A 

1       $3,000,000  $1,098,000 

$132,293       $217,578       $374,859  $671,402 

$5,000,000  $2,198,000 

$264,040  ,     $434,834       $749,826    $1 ,331 ,575 

$10,000,000  $4,948,000 

$593,406       $792,731     $1,687,242  $3,081,550 

$25,000,000  $13,750,000 

$1,647,619     $2,716,423    $4,687,656  $8,742,490 

$50,000,000  $27,500,000 

$3,294,452     $5,432,130    $9,374,738  $17,494,490 

$100,000,000  $55,000,000 

$6,588,118  $10,869,990  $18,748,903  $34,901,500 

'Negotiated  discount  costs  are  based  on  a  lasl-to-die  insurance  policy  at  current  assumptions 
Illustrative  numbers  tor  ages  60/60.  70/70  and  80/80  reflect  a  last-lo-die  policy  with  zero  casti  value  at  maturity- 
Illustrative  numbers  tor  ages  90/90  reflect  a  last-to-die-policy  with  70%  term  and  30%  whole-life  mixture. 
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Reduce  Your  Estate  Tax  Cost  up  to  90% 

If  your  estate  is  over  $3  million,  call  for  a  free,  no-cost,  no-obligation  proposal  and 
our  hook:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 
Call  the  original  creators  of  the  estate  tax  cost  discount  program  now. 

For  more  Information  Call:  1-800-662-5433 


.Av.iil:ihle  in  bookstores. 


Barry  Kayc, 
author  of 
Save  a  Fortune  on 
Your  Estate  Taxes 


Wealth  Creation  Centers 

America's  ¥oremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS,  SUITE  500    LOS  ANGELES,  CA  90067 
800-662-5433       310-277-9400       FAX:  310-282-0775 
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If  You  Want  High  Current  Income 
That's  Tax-Free,  Our  Goals  Are  Mutual 


Franklin  is  an  established  leader  in  offer- 
ing investors  tax-free  mutual  funds. 

If  you  seek  high  current  income  that  is 
tax-free,  consider  this:  Franklin  manages 
40  tax-free  funds,  including  31  funds  free 
from  both  federal  and  state  personal 
income  taxes.* 

And,  when  you  reinvest  your  earnings, 
tax-free  compounding  can  add  even 
more  to  your  return. 


tFor  investors  subject  to  federal  or  state  alternative 
minimum  tax,  a  small  portion  of  the  income  may 
be  subject  to  such  tax.  Capital  gains,  if  any,  are 
generally  taxable. 


MEMBER  $99  BILLION  F R AN KLI N/TEMPLETON  GROUP 

Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


Franklin  s  tax-free  funds  deliver: 

♦  Monthly  income  dividends 

♦  Professional  management 

♦  The  investment  power  of  tax-free 
compounding 

Call  your  investment  advisor  or  Franklin 
today. 

1  -800-342-FUND 
EXT  1693 


Call  for  a  free  prospectus  containing  more  complete 
information,  including  charges  and  expenses.  Please 
read  it  carefully  before  you  invest  or  send  money. 
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Learning — and  teaching 

After  long  years  of  studying — in  his  native  India,  at  Yak  a 
Harvard — Subrata  C^hakravart}'  wanted  to  get  into  the  real  world.  ] 
was  working  as  a  case  writer  at  the  Harvard  Business  School  in  19' 
when  a  message  on  the  bulletin  board  caught  his  eye:  "If  you 
interested  in  writing  for  a  biLsiness  magazine,  give  me  a  call.  J 
Michaels."   Just  "a  phone  number 


followed. 

Happily,  he  did  phone  me.  With 
the  exception  of  two  absences  that  I 
call  Subrata's  sabbaticals — one  in  the 
corporate  world,  one  on  Wall 
Street — he  has  been  ever  since  a  key 
Forbes  staffer.  Last  month  Chakra- 
varty  was  promoted  to  assistant  man- 
aging editor. 


Call  me  prejudiced,  but  I  believe     Subrata  Chakravarty 
there  is  no  other  journalist  in  the  U.S.  ^^^M 
who  can  match  Chakravarty's  grasp  of 

what  makes  businesses  succeed  or  fail.  In  his  courteous  way,  he 
opinionated  on  a  wide  range  of  subjects,  but  becomes  so  only  after 
has  studied  a  situation  thoroughly.  "While  many  of  my  stories  w( 
hooted  at  when  they  were  written,'"  he  says,  "they  proved  accurate 
They  have  indeed.  He  was  a  young  reporter  in  1973  when  Av] 
Products  was  a  darling  of  Wall  Street  and  selling  at  58  times  earnini 
Chakravarty  cut  through  the  hype,  and  Wall  Street  hooted.  T 
hooting  stopped  as  the  stock  dropped  from  130  to  20. 

"In  this  business  you  can  never  stop  learning,'''  C^hakravart}',  i 
tells  young  reporters.  As  for  himself  "The  mentoring  role  I  n« 
have  is  tremendously  satisf\ang.  I've  learned  as  much  from  my  writj 
as  I  hope  they've  learned  from  me."  And  as  I — and  our  readers 
have  learned  from  Subrata  Chakravarty. 

The  top  dollars,  1993 

The  slopes  are  slippen'  on  the  Forbes  Top  40.  Of  the  40  top-earnii 
entertainers  in  our  first,  1987,  list,  only  17  are  still  there.  For  the 
who  collect  affirmati\'e  action  statistics,  this  year's  report  mark: 
first:  A  woman,  Oprah  Winfrey,  is  top  dollar  for  1993.  Other  shif 
noted  by  Peter  Newcomb,  who  supervises  the  information  gatht 
ing:  Rock  slipping,  with  8  of  this  year's  places,  versus  12  in  19? 
Countn'  music's  continued  comeback,  Billy  Ray  Cyrus  joining  Gai 
Brooks  as  a  big-money  entertainer.  And,  as  our  cover  and  L 
Gubernick's  article  emphasize,  the  hottest  entertainment  trend  is  t 
old  hocus-pocus  art  reborn  in  hip  form — magic.  Starts  on  page  8 

Rashomon  in  Russia 

We  present  here  two  views  of  the  turbulent  events  in  Russia.  Startii 
on  page  113,  Peter  Fuhrman  delivers  an  encouraging  report  > 
Russia's  almost  spontaneous  boom  in  exports.  But  on  the  followL 
pages,  Paul  Klebnikox*  views  a  darker  side  of  the  economy 
booming,  yes,  but  falling  into  the  wrong  hands. 
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THE  LORO  PIANA  FABRIC  >^ 
LABEL  IS  NOT  ONE  YOU  NEC- 


ESSARILY  SEE  THAT  OFTEN.  YET 


FINEST  NATURAL  FIBERS 


INCLUDING  CASHMERE  AND 


SUPER  lOOS  AUSTRALIAN  WOOL 


MANY  TOP  DESIGNERS,  CLOTHING  MANUFACTUR-         INTO  BEAUTIFULLY  PERFORMING  FABRICS.  OUR 


ERS  AND  RENOWNED  TAILORS  REFUSE  TO  USE 
ANYTHING  BUT  LORO  PIANA  FABRICS.  THBY 


FABRICS  SENSUAL  DRAPE,  COMFORT,  BRILLIANCE 
AND  PRACTICAL  RESILIENCE  HAVE  MADE  LORO 


KNOW  THAT  FOR  OVER  lOO  YEARS  WEVE  MADE  PIANA  ONE  OF  THE  MOST  DESIRED  NAMES  BY;. 
THE  FINEST  FABRICS  m  ITALY.  WE  USE  SECRET  THOSE  FOR  WHOM  QUALITY  IS  A  WAY  OF  LIFE,' 
FINISHING  TECHNIQUES  TO  TRANSFORM  THE        EVEN  IF  OUR  LABELS  ARE  HIDDEN  OOT-  OP^IGHT. 


ITALIAN  FABRIC 


THE    SECRET    TO    A    GREAT  SUIT 


Get  in  on  thk  Secret  at:  Bergdore  Goodman,  Ne r man  Marcus  and  Loro  Piana. 
46EAST61S'i\mwY()RK,NY  10021  (212)  m-7V61 


BUCKLE  UP-TOGETHER  WE  CAN  SAVE  LIVES, 


THE    19  6  41 


FORD 


MUSTANG    WITH    THE  1994 


FORD  MUSTANG 


What  it 

^AKES  TO  TURN  AN 

\MERICAN  DREAM 

-"REALITY 

.  \.\T  Americans  have  dreamed  of  owning  a  sports  car,  yet  up  until  1964,  when  the  Mustang 
IS  introduced,  sports  cars  were  out  oj  the  reach  oj  most  people.  It  took  INGENUITY 

make  that  dream  a  reality:  And  over  the  years  ingenuity  and  quality  have  become 
Trd  Motor  Company  hallmarks .  Ford  has  always  played  a  LEADING  ROLE  in 

nicrica's  love  affair  with  the  car,  developing  model  after  model  of  Fords,  Lincolns  and 
^ercurys  that  have  not  only  captured  the  hearts  of  people  everywhere ,   but  contin- 
lUy  reshaped  automotive  thinking,  From  its  beginning ,   in   1903,   right  up  to 

day,  Ford  Motor  Company  has  found  more  ways  to  say  QUALITY  than  anyone  else. 


Ford     ♦      Ford     Trucks  ♦ 


♦    Lincoln     ♦  Mercury 


D_U  ALITY    IS    JOB  1 
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Hot  ail* 

GE  Capital  Cori\'S  long-expected 
rescue  of  Irish  aircraft  lessor  CPA 
Group  had  the  market  heave  a  sigh  of 
relief  gpa's  debt,  which  had  traded  at 
35  cents  on  the  dollar,  rebounded  to 
almost  80  cents.  But  the  market  may 
have  breathed  easy  too  soon.  The 
debt-Stuffed  lessor  (June  22,  1992; 
Apr.  26,  1993)  has  just  delayed  what 
could  still  be  a  deep  stall. 

Under  the  deal,  GE  Capital,  also  a 
large  aircraft  lessor,  is  expected  to  pur- 
chase 45  of  gpa's  best  planes  for  $1 .35 
billion.  As  much  as  half  the  proceeds 


GPA  Group  founder  Tony  Ryai 
Still  close  to  a  deep  stall. 


will  go  to  aircraft  manufacturers,  and 
the  rest  to  pay  down  debt.  GE  Capital  is 
also  to  take  over  most  of  the  manage- 
ment of  gpa's  fleet  of  more  than  400 
planes.  For  their  part,  under  a  restruc- 
turing agreement,  CPA's  bankers  will 
likely  defer  $1  billion  in  amortization 
payments,  while  GPA  must  raise  about 
$150  million  of  equity. 

Maybe,  gpa's  earlier  $1  billion  eq- 
uity offering  flopped. 

Since  ge  Capital  is  under  no  obliga- 
tion to  assume  responsibility  for  gpa's 
debt,  this  hardly  amounts  to  a  rescue. 
"The  company  was  insolvent  and  re- 
mains insolvent,"  says  Jack  Hersch, 
an  analyst  for  M.J.  Whitman. 

GE  Capital  also  picked  up  a  four- 
year  option  to  purchase  GPA,  for  a 
rumored  $200  million  to  $300  mil- 
lion for  an  80%  stake.  In  the  unlikely 
event  the  airline  market  finds  an  up- 
draft,  GE  Capital  could  become  the 
world's  largest  aircraft  lessor  at  a  bar- 
gain price.  But  if  GPA  still  can't  service 


its  debts — a  more  likely  prospect — 
Capital  will  probably  fly  its  new  plail 
into  the  sunset  and  let  GPA  era! 

-RJTA  KOSEL 

A  shirty  tale 

Terrible  TIMING  and  poor  marketi 
have  ended  up  with  clothier  Mauri 
Bidermann  filing  for  personal  bar 
ruptcy  protection  in  Manhattan.  H 
head  of  privately  held  Bidermann  1 
dustrics,  the  U.S.  unit  of  Paris-bas 
Bidermann  International  S.. 
known  for  having  made  and  market 
posh  clothes  under  license  from  su 
designers  as  Yves  Saint  Laurent  ai 
Calvin  Klein. 

It  wasn't  the  designers  who  p 
Bidermann  into  bankruptcy.  To  h 
smooth  out  the  cycles  in  sales  of  hig 
priced  clothes,  Bidermann  paid  $4 
million  for  Cluett,  Peabody,  maker 
Arrow  shirts  and  Gold  Toe  soc 
(Sept.  17,  1990).  Wrong  compaii 
wrong  time. 

Almost  immediately,  consuni 
spending  began  to  slow  and  Arrc 
continued  to  lose  market  share 
men's  dress  shirts  to  Phillips-V 
Heusen  Corp.  (Oct.  14, 1991).  Tod 
the  Van  Heusen  brand  has  an  I] 
share,  up  from  around  5%  ten  ye 
ago,  while  Arrow  has  fallen  to  und 
10%  from  nearly  20%. 


Clothier  Maurice  Biderman 
He's  gone  broke. 


One  reason  for  the  reversal:  Phillip 
Van  Heusen  targets  its  advertising 
women,  who  buy  an  estimated  60% 
70%  of  men's  shirts.  Arrow's  image,  I 
contrast,  has  lacked  sex  appeal. 

With  his  acquisition  hurting.  Bide 
mann  reneged  on  a  deal  with  a  cor 
pany  that  had  provided  financing  t' 
the  Cluett  acquisition.  When  tl 
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A  Word  About 
Business  Gifts 


r 


By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  &  Co.  have  been  the  choice  of  those  who  prize 

stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
aftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


HE  VENTILATION  IS 

fine,  BUT  we'p  work 

N  THE  COLD  ZONES 
IN  THE  LOBBY  AND 

or  th  -  facing  rooms. 


;     ARCHITECTURE  of 

>uilding  may  well  be  inspiring.  But 
e  things  beneath  the  surface  that 
C  our  attention. 

The  performance  of  your  heating, 
ition,  and  air  conditioning  compo- 
11  The  efficiency  of  your  lighting. 
:  ft  ctiveness  of  your  fire  protection 
iilding  security  systems. 
It's  not  that  we  don't  admire  the 
proportions  of  a  well-designed 
ire.  We've  simply  learned  over  the 
hat  the  way  a  building  works  is 


more  important  to  people  than  the  way 
it  looks.  That  nearly  any  building,  with 
the  right  kind  of  attention,  can  become  a 
comfortable  and  productive  environment. 

Which  is  why  we  work  to  improve 
the  total  operation  of  your  building  sys- 
tems. {Which  can,  incidentally,  result 
in  significant  cost  savings  over  the  life 
of  your  building.} 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment. 


since  the  costs  of  improving  the  efficiency 
of  the  mechanical,  electrical,  and  lighting 
systems  within  your  facility  can  often  be 
paid  for  by  the  savings  in  energy  usage. 
We  can  even  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we  know 
that  a  building  is  much  more  than  bricks, 
steel,  or  even  stone  columns. 

That's  why  we're  fully  committed 
to  improving  life  in  the  great  indoors. 

JQHNSON 
CONTROLS 


CHECK  OUT  THE  eUARDUII 

"THE  BEST  OF 


THE  BEST" 

STOP!  DON'T  BUY  ANY  OTHER  POLICY  BEFORE  YOU  TALK  TO  US. 


The  Guardian  is  one  of  the  strongest  financial 
companies  in  America.  Here's  the  proof: 

1.  The  highest  ratings  from  the  leading  independent  rating  services* 

2.  Ranlced  #1  industry-wide  on  the  basis  of  20-year  Interest  Adjusted 
Costs  at  ages  25,  35  and  45. 

3.  A  mutual  fund  (The  Guardian  Park  Avenue  Fund®)  awarded  five 
stars  by  Morningstar  (6/25/93)  and  placed  on  the  Forbes  Honor  Roll 
for  the  past  five  years.** 

4.  For  the  third  consecutive  year,  recognized  by  Fortune  as  the  #1 
insurance  company  of  the  50  largest  in  America  based  on  net 
income  as  a  percent  of  assets. 

5.  Dividends  paid  EVERY  YEAR  since  1868  and  up  40%  in  the  past 
five  years.  (1992  dividend  was  the  highest  total  dividend  payout  in 
Guardian's  history!) 

6.  In  the  forefront  of  group  coverage  for  both  large  and  small 
companies. 

7.  A  leader  in  innovative  Disability  Income  Protection  plans. 

8.  A  high-quality,  professional  career  agent  field  force. 


THE 
GUARDIAN 

0' 


YOUR 
INSURANCE 
COMPANY 


0 
0 

0 


□ 
□ 


For  more  evidence  of  our  outstanding  performance,  just  call  your  Guardian 
representative  or  1-800-662-1006.  We'll  show  you  why  The  Guardian  is  the 
intelligent,  financially  strong  choice  for  Life  Insurance,  Group  Insurance, 
Reinsurance,  Disability  Income  Protection  or  Equity  Products.** 

•Rated  "AAA"  by  Standard  and  Poor's,  "Aaa"  by  Moody's  and  A++  by  A  M,  Best 

•  'Morningstar,  Inc.,  a  nationally  recognized  mutual  fund  rating  organization,  seeks  to  identity  tfiose 
funds  ttiat  produce  the  higtiesl  level  of  return  in  relation  to  their  overall  level  of  risk  The  Forbes  Honor 
Roll  selects  approximately  20  mutual  funds  each  year  from  over  1,000  stock  funds  ranked  for  con- 
sistency of  results,  moderate  risk  and  continuity  of  management.  Request  a  prospectus  with  more 
complete  information,  including  tees  and  expenses.  Read  it  carefully  before  you  invest  or  send 
money  Equity  products  are  offered  through  Guardian  Investor  Services  Corporation',  an  indirect 
wholly  owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 


^  The  Guardian' 


The  !nlelli<>ifM)l  ( Choice" 

Since  1860 


1993  The  Guardian  Life  Insurance  Company  of  America 


ID 


iipany  obtained  a  $13  million 
LI  I  t  judgment  against  him,  Bider- 
,iin,  citing  "disappointing  financial 
!  tormance"  at  Bidermann  Indus- 
es,  filed  for  bankniptcy. 


Dx  office  bonanza 

THE  1980s  Michael  Patrick,  head 
Columbus,  Ga. -based  Carmike 
nemas  Inc.,  aciopted  a  small-town 
ategy.  Towns  with  populations  of 
der  200,000  usually  have  only  one 
two  movie  houses,  and  so  competi- 
n  isn't  intense  (Au0.  22,  1988). 
The  strategy  has  proved  to  be  a  big 
.  Alan  Gould,  an  analyst  at  Kidder, 
abody,  expects  Carmike  to  earn 
0.7  million  ($1.35  per  share)  on 
'enues  of  $224  million  this  year, 
lat's  up  fi-om  earnings  of  $6.1  mil- 


;  I"!  last  year  and  $3.3  million  in 
88.  Thanks  to  a  summer  of  hit 

I  )\  ics  and  the  addition  of  about  340 
ccns  since  year-end  1992,  "We've 
cady  made  more  money  in  July  and 
y,iist  than  we  made  all  of  last  year," 
asts  Patrick.  Carmike's  stock  re- 
ul\'  traded  at  17%,  up  from  6V2 

j  icn  our  story  ran. 

I  Carmike  has  been  buying  small- 

I  irkct  screens  from  cash-strapped 
ciators  such  as  Cineplex  Odeon 
J  AMC  Entertainment.  Yet,  for  all 

I  expansion  (Carmike  now  has 
u  h'  1,600  screens,  up  from  around 

0  in  1988),  Patrick  has  cut  corpo- 
i  c  overhead,  excluding  debt  service, 
I  just  2.5%  of  operating  revenues 
I  111  4%.  Patrick's  key  weapon:  IQ 
i  ro,  a  proprietary  computer  system 
I  tailed  at  each  theater.  It  tracks  ev- 
1  thing,  from  film  rentals  to  payroll, 

)\\  ing  the  business  to  be  managed 
m  Columbus. 

"We  can  even  tell  you  how  many 

1  SI  nets  every  theater  sold  last 
;lir,"  says  Patrick.  H 
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Geographique. 
Around  the  world 

IN  24  HOURS. 


The  world  has 
never  seen  a 
watch  quite  like 
the  mechanical 

CeOCRAPHIQUE 
BEFORE:  FASHIONED 
IN  18  K  COLD.  IT 
AUTOMATICALLY 
SHOWS  THE  LOCAL 
TIME  AND  DATE  AS 
WELL  AS  THE  TIME 
IN  EVERY  OTHER 
ZONE  AROUND  THE 
WORLD.  A  MASTER- 
PIECE OF  SUCH 
DISTINCTION. 
WHICH  EVEN  FEA- 
TURES A  MAINTAIN- 
ING POWER  DISPLAY. 
COULD  ONLY 
COME  FROM  THE 
CRAFTSMEN  OF 
JAECER-LECOULTRE, 
THE  WATCHMAKER 
WITH  160  YEARS  OF 
TRADITION. 


SETTING  NEW 
STANDARDS  IN 

SIMPLICITY.  Turn 

THE  LEFT-HAND 
CROWN  UNTIL  ONE 
OF  THE  24  CITIES 
IS  AT  THE  TOP  AND 


THE  HANDS  ON  THE 
LOWER  TWO  DIALS 
WILL  AUTOMATICALLY 
SHOW  LOCAL  TIME 
IN  THAT  PARTICULAR 
TIME  ZONE. 


.>Jaeger-leCoultrp> 


For  more  information  about  watches  from  JAECER-LECOULTRE.  or  for  your  FREE  COPY  OF 
OUR  COMPLETE  CATALOGUE.  CONTAINING  MORE  THAN  200  PACES  WITH  DETAILED  INFORMATION 
ABOUT  JAECER-LECOULTRE'S  HISTORY  AND  PRODUCTS.  CALL:  (800)  JLC-TlME. 

Cellini.  509  Madison  Avenue,  New  York.  NY  10022;  Jewels  by  Vicci.  26  Moddle  Neck  Road, 
Great  Neck,  NY  1102I;  Hardy  &  Hayes.  One  Oxford  Center,  Pittsburgh,  PA  15219:  Mayor's.  The 
Fall  mall,  8888  Howard  Drive,  Miami,  FL  33176:  Morgan  &  Co.  1131  Clendon  Avenue,  Los 

ANGELES.  CA  90024;  DEBOULLE.  5550-A  PRESTON  ROAD.  DALLAS.  TX  76205;  SHAPUR.245  POST  STREET. 

SAN  Francisco,  CA  94108;  Smart  Jewelers.  3350  West  Devon  Ave,  Lincolnwood.  IL  60659; 

CARROLL'S.   1427-4TH   AVE,   SEATTLE,  WA   98101;   JAECER-LECOULTRE,   P.O.  BOX   1608,  WINCHESTER. 

VA  22604,  Telephone  (800)  JLC-Time. 


EDITED  BY  THOMAS  JAFFE 


Cashing  out 

Real  estate  mogul  and  Forbes  Four 
Hundred  member  Laszio  Tauber,  78, 
has  been  called  Uncle  Sam's  largest 
landlord.  Partnerships  he  controls 
own  more  than  4  million  sc]uare  feet 


Property  baron  Laszio  Tauber 
At  78  he  wants  to  be  liquid. 


of  office  space  leased  to  the  General 
Services  Administration.  Soon 
Tauber  will  give  the  rest  of  us  a  chance 
to  be  Uncle  Sam's  landlord,  too. 

Pie's  bundling  about  80%  of  these 
properties  into  a  new  real  estate  in- 
vestment trust.  Dangling  an  8%-to- 
9%  annual  dividend  payout,  the 
Washington,  D.C. -based  Carlyle 
Group  this  fall  will  sell  shares  in  the 
REIT  to  institutional  investors  and  rich 
people  both  here  anci  abroad.  Sources 
close  to  the  deal  say  the  REIT  will  be 
taken  public  sometime  in  early  1994. 

Why  is  Tauber,  whose  net  worth 
Forbes  estimates  at  over  $350  mil- 
lion, cutting  the  world  in  on  his  good 
thing?  "To  be  liquid  when  I  die,"  he 
replies.  "I'm  78  years  old.  How  long 
can  I  play  with  this  one.^"  Tauber  and 
his  current  minorit\'  partners  will  take 
home  up  to  $300  million,  all  told, 
from  the  private  REIT  deal. 

-Robert  La  Franco 

Bunkered 

Stephen  Dirks,  36-year-old  nephew 
of  stock  promoter  Ray  Dirks,  hopes  to 
cash  in  on  the  multibillion-dollar 
sports  licensing  business.  He's  started 
San  Diego- based  Pro  Athletes  Golf 
League,  Inc.  and  signed  a  multiyear 
deal  with  ESPN  to  air  36  tournaments 
featuring  a  field  of  60  to  80  golfers. 
Here's  Dirk's  twist:  All  of  his  golfers 
are  celebrities  who  made  their  names 
playing  sports  other  than  golf  So  far 
he's  signed  only  one:  Kansas  City 


Royals  batting  star  and  odds-on  Hall 
of  Famer  George  Brett  as  his  League's 
mostly  ceremonial  commissioner. 

Says  Dirks:  "I  look  for  the  vast 
majority  of  the  profits  over  the  next 
five  years  to  come  from  our  clothing 
licensing."  He  also  plans  to  organize 
up  to  100  "fantasy  camps"  a  year 
where  d.uffers  can  pay  $5,000  for  four 
days  on  and  off  the  links  with  current 
and  former  sports  heroes  like  scruffy 
ex-Milwaukee  Brewers  outfielder 
Gorman  Thomas.  It's  to  be  one  ath- 
lete per  foursome.  None  of  these  men 
has  yet  to  sign  up,  but  Dirks  says 
they'll  be  drawn  by  the  prospect  of 
being  paid  $2,500  to  $4,000  per 
camp. 

Dirks'  Uncle  Ray  has  also  signed 
up.  In  luly  the  elder  Dirks'  ras  Securi- 
ties Corp.  co-underwrote  a  450,000- 


share  initial  public  offering  for  Pro 
Athletes  Golf  League — at  $7  per 
share — that  raised  $3.2  million.  A 
recent  R^s  promotion  report  claims 
that  the  company  will  earn  $950,000 
next  year  on  revenues  of  $7  million. 

Not  on  present  showing.  Dirks' 
first  tourney  bombed.  Airetl  just  be- 
fore the  IPO,  it  drew  minuscule  TV 
ratings.  Word  is  sponsor  Anheuser- 
Busch  was  less  than  pleased  and  won't 
be  coming  back.    -Fleming  Meeks 

Musical  chairlifts 

Last  winter  octogenarian  alumnus 
Whipple  Jones  gave  to  Hanard  Uni- 
versity Aspen  Higlilands,  a  5 52 -acre  ski 
area  that  has  been  in  the  reci  since  1990. 
In  April  Harxard  sold  Houston  devel- 
oper Gerald  Hines  an  option  to  buy  tiie 
property,  for  a  aimoreci  $20  million. 


The  result  of  the  deal  could  be  th 
a  single  company  could  control  ; 
Aspen  skiing.  Hines  has  agreed 
merge  Aspen  Highlands  into  Aspo 
Ski  Co.,  an  outfit  100%  owned  by  tl 
billionaire  Crown  family  of  Chicaj 
(their  partner,  billionaire  Marvin  D 
vis,  bowed  out  for  $100  million 
March).  The  company  already  ope 
ates  Aspen's  other  three  ski  areas- 
Snowmass,  Buttermilk/Tiehack  ar 
Aspen  Mountain  (Ajax).  Hines  r 
portedly  will  end  up  with  a  15%  stal 
in  Aspen  Ski. 

But  the  three-way  deal  could  f; 
through.  Some  no-growth  AspeniC 
are  up  in  arms  over  an  aspect  of 
Hines  wants  to  build  a  hotel,  luxu 
condos  and  single-family  homes 
the  base  of  Aspen  Highlands.  Neith 
the  county  board  of  commissione 
nor  the  town  planning  and  zonii 
commission  have  yet  approved.  J 
Hines  is  putting  off  exercising  1 
option.  -ToDDi  GuTNi 

Family  ties 

Nobody  in  Hollywood  was  surprise 
when  Paramount  Pictures  didn't  rl 
new  producer  Frank  Mancuso  Jr| 
production  contract  in  1992.  His  la 
three  films  for  Paramount — Bo\ 
Parts,  Cool  World  and  He  Said/^ 
Said — were  box-office  duds. 

Daddy  to  the  rescue.  His  fathd 
Frank  Mancuso,  who  was  pushed  o 
as  head  of  Paramount's  studio 


1991,  recently  was  tapped  to  run  tl 
M,GM/UA  studio.  One  of  Frank  Sr 
first  purchases:  an  action  script  to  1 
produced  bv  Frank  Jr.  Reported  pn 
for  the  script,  $500,000. 

"The  decision  was  made  on  tl 
strength  of  the  material,"  says  Stc 
Rabineau,  the  ICM  agent  who  handle 
the  deal.  "It  was  an  added  bonus  th 
his  son  was  involved."  I 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive. 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems!" 


1-800-662-5328       Ext.  430 


Give  us  a  break 

Sir:  Re  "Bending  the  truth"  (Au0. 
30).  It's  true  that  many  brokers  have 
learned  they  can  make  an  excellent 
living  without  having  to  spend  their 
weekends  studying — because  your 
average  investor  is  so  greedy  that  the 
facts  don't  matter  anyway!  But  I  know 
many  brokers  who  would  have  an- 
swered your  questions  correcdy  and 
honestly.  Most  individual  investors, 
including  your  readers,  are  simply  not 
very  adept  at  investing  their  own  mon- 
ey, and  a  ^ood  broker,  with  loaded 
funds,  stocks,  or  whatever,  will  beat 
the  pants  off  him/her  over  the  long 
term.  We're  not  all  bad,  you  know! 
-Robert  A.  Glenn 
Topsham,  Me. 

Sir:  I  am  too  weary  of  your  constant 

portrayal  of  brokers  as  evil,  greedy, 

overpaid  and  useless.  I  have  decicied 

to  take  to  heart  your  advice  about 

cutting  investment  costs.  Please  do 

not  send  me  renewal  notices  for  my 

subscription. 

-Henry  H.  Gundling 

Senior  Vice  President-Investments 

PaineWebber  Inc. 

Napa,  Calif. 

Even  better 

Sir:  Re  "Smart  money  market  hind" 
(Auj^.  30).  One  major  reason  for  die 
higher  yield  on  muni  preferreds  vis-a- 
vis other  money  market  instruments 
has  to  do  with  their  status  as  equity, 
rather  than  debt.  An  auction  date  is 
not  a  maturity;  therefore,  the  largest 
consumers  of  short-term  tax-exempt 
product,  money  market  fi.mds,  cannot 
buy  them.  This  leads  to  less  demand 
offsetting  the  supply  of  muni  pre- 
ferreds, and  a  higher  yield. 
-Byron  D.  Hood 
Senior  Vice  President-Investments 
Smith  Barney  Shearson  Inc. 
Houston,  Tex. 

Load  Up 

Sir:  Re  your  article  "In  on  the  ground 
floor"  (Sept.  13).  We  would  like  to 
clarify  one  point:  Class  C  shares  of  the 
State  Street  Research  Capital  Fund 
are  available  to  investors  without  a 
load  through  pension  and  profit-shar- 
ing plans,  including  401  (k)  plans,  but 
not  through  Individual  Retirement 


Accounts.  Investors  who  want  to  use 

this  ftuid  for  their  iRAs  can  do  so  by 

paying  a  load. 

— Ralph  F.  Verni 

■  Chairman  and  Chief  Executive 

State  Street  Research 

&  Management  Co. 
Boston,  Mass. 

Oops!-ED. 

Picture  imperfect 

Sir:  You  base  your  conclusion  about 
Kay  Whitmore's  "failure"  ("The 
road  not  taken,"  Au0.  30)  on  the 
assumption  that  Kodak's  strategies 
(for  which  he  is  responsible)  were 
flawed.  As  with  so  many  U.S.  compa- 
nies, [Kodak's]  strategies  were  well 
founded — the  execution  was  flawed. 
Kodak  illustrates  one  of  the  key  fatal 
flaws  of  business,  unsuccessfully  com- 
mercializing its  strategic  intent. 
You're  scapegoating  Whitmore. 
-Peter  J.  Flatow 
Westport,  Conn. 


Former  Kodak  chief  Kay  Whitmore 


Sir:  Your  story  missed  perhaps  the 
single  most  important  road  not  taken 
by  Kodak.  The  Kodak  Park  Research 
labs  created  the  first  electronic  scan- 
ning for  color  separation  to  produce 
printing  plates.  All  subsequent  devel- 
opment and  manufacture  of  devices 
which  virtually  eliminated  photo- 
graphic processes  from  the  platemak- 
ing  operations  for  printing  took  place 
in  Germany,  England  and  Japan. 
-WiLLL\M  H.  Latimer 
Islinjfton,  Ontario 

Poland:  boom  or  bustf 

Sir:  The  factual  errors  in  "The  high 
cost  of  Jeffrey  Sachs"  (Jmu  21 )  would 
make  a  tabloid  blush.  You  claim  that 
only  200,000  workers  are  employed 


by  newly  privatized  small  and  mc 
um-size  enterprises  in  Poland.  In  fa 
there  are  2.8  million  workers  in  I 
land's  registered  small  enterprises, 
increase  of  more  than  1.4  milli 
since  the  beginning  of  1990. 

You  claim  that  industrial  prodi 
tion  "has  continued  to  shrink,  alb 
at  slower  rates  until  the  second  qu 
ter  of  1993."  Your  facts  are  mes-- 
up.  The  pickup  began  in  1992.  I 
land  is  undergoing  an  unprecedent 
boom  in  entrepreneurship. 
-Jeferey  D.  Sachs 
Galen  L.  Stone  Professor  of 

International  Trade 
Department  of  Economics 
Harvard  University 
Cambridge,  Mass. 

Forbes  columnist  Steve  Hanke  repl. 
The  vast  majority  of  Polish  workers  c 
employed  in  new  firms,  not  by  prii 
tized  former  state  businesses.  Tes,  . 
Polish  economy  started  £[rowinjj 
1992,  but  the  3%  increase  came  aftei 
drop  in  industrial  production  of  oi 
30%  m  1990-91.  Polish  inflation  a 
unemployment  in  1990  were  massiv 
higher  than  what  Dr.  Sachs  and  , 
shock  therapists  had  predicted. 

Japan's  immigration  ' 

Sir:  Your  linking  of  the  lack  of  imn 
gration  and  Japan's  economic  grow 
rate  is  based  solely  upon  the  post  h 
er£!o  propter  hoc  fallacy  ("Clos 
door,"  Au^.  30).  You  did  not  accou 
for  any  variables  between  comparati 
countries,  nor  did  you  offer  any  e' 
dence  that  the  Japanese  wouldn't 
even  better  off  with  more  libci 
immigration. 

-John  Logajan  | 
Arden  Hills,  Minn. 

A  sales  tax.^ 

Sir:  Re  "A  better  idea"  (Wha 
Ahead,  Aupf.  30).  Why  don't  you  i 
all  the  way  and  propose  a  sales  tax.- 
will  create  an  estimated  1.6  millic 
new  jobs  and  an  annual  saxings 
$618  billion.  It  will  tax  foreign  pro 
ucts  equally  with  our  own,  tax  tl 
cash  economy,  provide  more  businc 
capital  and  eliminate  Apr.  1 5  as  a  d 
of  horror. 

-J.  BiCKNELL  LOCKHART  Jr. 

Oran£ie,  Calif. 
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Risk  doesn't  always  wear 
-Sll/v  a  familiar  face.  ^ 


It's  hard  enough  to  recognize  risk  at 
home.  But  venture  abroad  and  risk  is  even  more 
disguised. 

That's  when  it's  good  to  have  the  institu- 
tion that's  dedicated  to  managing  risk  at  your 
side.  Bankers  Trust. 

We'll  help  you  control  the  risk  you 
want  to  avoid.  Then  help  you  reap  the  rewards 
of  the  risk  you  do  assume. 

We  don't  view  risk  from  a  single  command 
post.  We're  in  London,  New  York,  Tokyo.  In  Sydney 


and  Hong  Kong.  In  Madrid,  Paris,  Frankfurt, 
Luxembourg  and  Milan.  In  Latin  America  and 
Eastern  Europe. 

Everywhere  we're  in  the  middle  of 
local  markets.  And  on  top  of  them.  Since  risk  is 
global  today,  it  has  to  be  looked  at  that  way. 

With  Bankers  Trust  beside  you,  there's 
no  risk  anywhere  that  you  can't  face. 

D  Bankers  Trust 

LEAD    FROM  STRENGTH. 


An  expansion  plan 
with  low  capital  requirements. 


A  successful  company  needs  room 
to  grow.  And  a  good  place  to  begin  the 
expansion  is  with  your  corporate  jet. 

By  stepping  up  from  a  light  jet  to 
the  Citation  VI,  you'll  make  huge  gains 
in  cabin  space.  You'll  gain  the  comforts 
of  stand-up  headroom,  individual 
seating  for  up  to  seven,  and  stretch-out 
leg  room.  You'll  gain  a  beautifully 
appointed  private  lavatory.  And 
youll  achieve  all  those  gains  for  a 
surprisingly  modest  investment. 

Because  the  Citation  VI  is  the  most 


affordable  midsize  jet  in  the  world. 
Yet  it  outperforms  most  of  its  higher- 
priced  competitors. 

With  a  maximum  cruise  speed 
of  543  mph,  the  Citation  VI  is  faster 
than  every  other  midsize  jet  being 
built  today,  except  the  Citation  VII. 
Citation  VI  climb  and  cruise  altitude 
performance  are  outstanding,  as  is 
fuel  efficiency,  especially  as  com- 
pared to  slower  jets.  Yet  no  other 
business  aircraft  offers  more  speed 
and  more  spaciousness  for  less  money. 


The  Citation  VI  is  more  than 
the  world's  most  affordable  midsi; 
jet.  It's  the  expansion  plan  that  wil 
pay  off  big  and  pay  off  fast. 

For  more  information,  call 
Gary  W  Hay  Senior  Vice  Presider 
of  Marketing,  at  1-800-4-CESSN. 


Citation VI  "ill 

Cessn 

A  Textron  Compar 


J 


v  ith  all  thy  getting  get  understanding" 


Pact  and  Comment 


y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


CREATING  A  CRISIS 


LESIDENT  CLINTON'S  about  to-be-unveikd  package  of 
alth  care  "reforms"  violates  the  first  law  of  medicine: 
o  not  harm  the  patient. 

The  proposals  will  lead  to  medical  rationing  and  will 
lasculate  research  and  development,  the  gemstone  of 
nerican  medicine.  We  will  have  fewer  choices  about  who 
r  medical  providers  are.  We  will  pay  more  and  get  less. 
The  Clintons'  plan  will  also  harm  the  economy.  The 
ase-in  for  small  businesses  won't  dilute  the  poison 
t  will  merely  stretch  out  the  inevitable  result — 
nkrupting  hundreds  of  thousands  of  enterprises. 
The  basic  flaw  of  the  plan  is  its  top-down 
proach.  The  White  House  package  would 
il  rely  on  employers,  government  bureau- 
its  and  insurance  companies  to  run  and 
julate  the  system.  Don't  the  President  and 
e-minded  "experts"  see  the  irony  of  the 
rase  "managed  competition.''"  What  is  it 
out  health  care  that  makes  us  think  of 
nds  we  would  normally  consider  posi- 
e — greater  demand,  technological  break- 

oughs,  living  longer — as  negative? 
The  problem  with  American  medicine  is  not 

quality  or  availability  but  the  way  it  is 
anced.  Most  insurance  premiums  are  paid  by 
iployers  with  pretax  dollars,  while  most 
iividuals  have  to  use  aftertax  dollars.  Having 
t  illusion  that  someone  else  is  paying,  we  pay  too  litde 
ention  to  the  prices  of  health  products  and  services. 
iThe  solution  is  simple:  Change  the  tax  code  so  that 
lix'iduals  can  buy  medical  insurance  with  pretax  dollars, 
d  permit  people  to  set  up  medical  IRAs  or  savings 
:ounts  funded  by  pretax  dollars. 

Most  individuals  would  opt  for  insurance  with  high 
ductibles,  say  between  $1,000  and  $3,000.  The  savings 
)uld  be  enormous  (a  $2,000  deductible  could  slash  the 
:niium  by  50%  or  more),  and  some  of  it  could  be  put 
<)  IRAs.  The  money  would  accumulate,  tax-free,  to  be 
ipcd  for  routine  medical  bills  or  insurance  premiums 


Clinton:  Right  inten- 
tions, wrong  solutions 


during  a  bout  of  unemployment  or  to  supplement  Medi- 
care after  age  65  or  even  to  add  to  retirement  pensions. 

Such  tax-code  reforms  would  cut  an  enormous  expense 
by  reducing  the  paperwork  of  routine  claims  and,  more 
important,  by  encouraging  consumers  to  comparison 
shop.  They  would  know  that  generic  drugs  might  be  just  as 
effective  and  significantly  cheaper  than  brand-name  ones. 
People  would  be  able  to  spend  more  on  prevention. 
Hospitals  would  learn  to  quote  prices  in  advance  for  elective 
surgery  and  other  medical  procedures.  Health  care  provid- 
ers are  more  likely  to  overcharge  insurance  companies  or 
the  government  than  they  are  individuals. 

With  free-market  forces  in  operation,  we 
would  make  more  effective  use  of  our  nurses, 
who  can  provide  us  with  most  forms  of  routine 
care.  During  hospital  stays  we  would  have 
fewer  high-fee,  two-minute  "consultations" 
from  so  many  physicians.  And  we  could  focus 
efforts  to  help  those  with  chronic  illnesses  who 
couldn't  get  catastrophic  insurance  and 
couldn't  afford  to  set  up  medical  IRAs. 

We  would  feel  richer.  Individual  compensa- 
tion has  increased  in  real  terms  over  the  past  20 
years,  but  most  of  that  has  come  in  the  form  of 
medical  insurance,  not  cash.  A  company  in 
New  York  can  pay  in  excess  of  $6,000  for  an 
employee's  family  health  insurance  policy. 
There  is  a  myth  that  free  enterprise  can't  operate  in  the 
medical  field  because  people  can't  substitute  their  judg- 
ment for  that  of  a  doctor.  But  you  don't  have  to  be  a  farmer 
to  buy  food;  a  carpenter,  a  house;  an  aeronautics  engineer, 
an  airline  ticket.  Obviously,  a  heart-attack  victim  isn't 
going  to  negotiate  prices  in  an  emergency  room,  but  an 
insurance  policy  can  do  that  in  advance.  Most  health  care 
consumption,  moreover,  is  not  emergency-related. 

With  consumers  realizing  that  it's  tlieir  money  that 
buys  health  care,  they  would  effectively  regulate,  stimu- 
late this  market  just  as  they  do  others,  including  the  most 
basic  one  of  all — food. 


MANY  ALLEGED  FAULTS  OF  THE  AMERICAN  MEDICAL  SYSTEM 


■  bum  raps.  You  get  better  treatment  here  for  most  dis- 
.cs  than  anywhere  else  in  the  world.  The  proof:  Ameri- 
is  over  65  have  just  about  the  greatest  longevity  of  all. 
Our  seemingly  poor  comparison  with  other  countries 


in  infant  mortality  rates  and  life  expectancy  is  a  result  of 
social,  not  medical,  forces.  We  are  an  especially  violent 
society.  Our  murder  rate  is  four  times  Canada's  and  ten 
times  Great  Britain's.  Our  mediocre  infant  mortality 
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numbers  result  from  the  high  incidence  of  teenage  preg- 
nancies in  our  distressed  areas,  particularly  inner  cities, 
and  because  we  count  very  low  weight  babies  as  live 
births,  whereas  many  countries  do  not. 

Lack  of  availability.  Not  true.  Anyone  can  go  to  a 
hospital  emergency  room  and  be  treated.  This,  obviously, 
is  not  ver}'  efficient,  but  care  is  available.  This  is  a  critical 
reason  why  U.S.  hospitals  are  stuck  each  year  with  more 
than  $10  billion  worth  of  unpaid  bills. 

Those  37  million  uninsured.  The  majority  are  usually 
between  jobs.  Over  50%  have  insurance  within  four 
months  of  losing  it.  More  to  the  point,  with  the  tax  changes 
mentioned  above,  health  policies  would  belong  to  individ- 
uals and  be  portable .  If  people  lost  their  jobs,  they  could  tap 
their  medical  savings  accounts  to  pay  the  premiums.  Tax 
credits  or  rebates  for  low-income  workers  and  those 


unemployed  could  be  provided  for  buying  insurance. 

Runaway  medical  costs.  In  most  countries  health  caJ 
expenses  are  rising  faster  than  in  the  U.S.  Europe,  Japa 
and  Canada  are  no  better  at  cost  control,  with  their  toj 
down  methods,  than  we  are.  In  Japan,  for  example,  dru 
make  up  30%  of  total  health  care  spending,  versus  7% 
the  U.S.  In  Germany,  thanks  to  price  controls,  physicia 
require  patients  to  make  several  more  visits  for  a  malacj 
than  in  the  U.S. 

That  we  devote  more  of  our  economic  resources 
health  care  than  do  other  nations  is  held  against  us.  Wh^ 
Does  anyone,  other  than  investors  or  those  directly  ir 
volved  in  the  industry,  give  a  hoot  how  much  of  our  gro 
domestic  product  is  devoted  to  bananas  or  bras  or  cars  ( 
caterers,  ctc.>  How  people  use  their  money  should  t 
their  decision,  not  Washington's. 


He  might  do  it  economically. 
Clinton  had  charged  Bush  with 
turning  in  the  worst  economic  per- 
formance since  Herbert  Hoover.  It 
turns  out  that  there  was  more  eco- 
nomic activity  during  the  Bush 
years  than  the  statisticians  original- 
ly let  on.  Meanwhile,  the  current 
Administration  is  scaling  back  its 


WILL  BUSH  BEST  CLINTON? 

Facing  a  Bigger  Tax  Bite, 
Will  Well-off  Pay  or  Play? 


Revised 


-Thc~New  York  Times 


Economic  Growth  Now  Put 
At  2%  for  This  Vear; 
Prior  Forecast  Was  3.1% 


all  Street  Journal 


already  tepid  growth  estimates 

Even  liberal  economists  are  ao 
knowledging  that  Clinton's  "h 
the  rich"  tax  bill  may  well  end  q 
doing  more  harm  than  good.  Th 
President's  package  had  signi 
candy  greater  tax  boosts  than  th 
Bush  budget  agreement  that  co) 
the  GOP  the  White  House. 


GENEROUS  GERMANY 


BONN'S  CENTRAL  BANKERS  must  love  currency  speculators. 
How  else  to  explain  Germany's  gifts  of  untold  riches  to 
those  who  bet  against  the  European  Monetary  System? 

This  summer  the  French  franc  came  under  ferocious 
attack.  The  Germans  spent  prodigiously  to  save  their 
neighbor's  currency  from  devaluation.  The  only  effective 
defense,  however,  would  have  been  for  the  Bundesbank  to 
lower  its  still  too  high  interest  rates.  But  it  wouldn't.  The 
franc  fell,  richly  rewarding  those  who  wagered  against  it. 

Germany's  perversely  high  interest  rates  make  ex- 
change rate  stability  impossible.  Currency  traders  have 
recognized  for  over  a  year  that  other  countries  will  have 
to  break  or  loosen  their  ties  to  the  deutsche  mark  lest 
their  economies  crash  into  semidepression.  Last  fall  trad- 
ers such  as  financier  George  Soros  reaped  billions  in 


profits  by  betting  that  the  pound  and  other  weak  currer 
cies  would  lose  weight  against  the  deutsche  mark. 

A  similar  assault  on  the  French  franc  was  only  a  matt^ 
of  time  unless  the  Germans  cut  the  cost  of  their  money. ' 
the  Germans  had  done  so  when  the  attack  began,  specuk 
tors  would  have  suffered  serious  losses.  More  importan 
the  recessionary  economies  of  Germany  and  the  rest  c 
Europe  would  have  received  some  badly  needed  relief 

The  new  French  government,  of  course,  added  fiael  t 
the  speculative  flames  by  raising  taxes.  (Perhaps  sensin 
its  mistake,  the  government  has  just  proposed  sma 
income  tax  cuts.) 

As  for  the  future  of  the  European  Monetary  System, 
has  none — unless  it  transforms  itself  into  one  based  o 
gold,  such  as  the  Bretton  Woods  system  (1944-1971 


RESTAURANTS— GO,  rnx  «3t^>t^t?,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jejf  Cunningham  and  Tom  Jones. 


•  Michael's  Restaurant— 24  West  55th  St.  (Tel: 
767-0555).  Excellent  atmosphere  and  service.  The  Salade 
Ni^oise  has  beautifLil  chunks  of  fresh  tuna  prepared  per- 
fectly, rare  to  medium.  The  dressing,  outstanding. 

DeGreziaRestaurant— 231  East50thSt.  (Tel:  750- 
5353).  Restaurant  version  of  "I  live  in  a  studio  apartment, 
but  it  has  an  L-shaped  dining  room."  Pastas,  mediocre. 

•  Luxe— 24  East  21st  St.  (Tel:  674-7900).  New  bis- 
tro with  varied  menu  of  exceptional  quality.  Steamed 
rainbow  trout,  superb. 

•  The  Terrace— 400  West  119th  St.  (Tel:  666- 
9490).  Travel  to  and  from  this  comfortable  aerie  perched 
on  top  of  a  dismal  Columbia  Universit)'  residence  hall  is 
something  of  an  adventure.  The  effort  is  well  worth  it  for 


those  in  search  of  an  unusual  and  (at  night)  spectacuL" 
panorama  of  Manhattan,  as  well  as  a  sublimely  romanti 
setting.  The  food  is  good,  too. 

•  Trois  Jean— 154  East  79th  St.  (Tel:  988-4858).  i 
place  to  go  with  friends,  and  you'll  meet  more.  Has 
cozy,  village  feel.  As  ap  appetizer,  the  slice  of  homemad! 
foie  gras  is  exceptional. 

•  Primavera— 1578  First  Ave.,  at  82nd  St.  (Tel:  861 
8608).  Expensive  but  worth  it.  As  appetizers,  try  home 
made  ravioli  or  "Gamberi  Aromatici"  (shrimps  sauteo 
with  herbs,  lemon  and  white  wine — delicious).  Mali 
course,  "La  Cassola"  (assorted  fish  in  light  red  sauce — ai 
Italian  bouillabaisse).  Desserts,  sublime,  pardcularly  th 
chestnut  cake. 
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In  today's  economy, 
paddling  fcister  isn't  enough. 

You  have  to  know 
where  you're 
going. 


In  the  stormy  waters  that  have  typified 
le  insurance  business  lately,  many  boats 
i  been  knocked  off  course  by  the  batter- 
ing of  an  uncertain  economy  and  a  jagged 
stock  market.  But,  guided  by  sound  man- 
agement and  prudent  judgment,  AFLAC  has 
held  a  steady  course,  and  has  logged  some 
impressive  achievements  along  the  way. 

Like  a  selection  of  supplemental  policies 
that  is  among  the  broadest  in  the  business. 
Like  over  35  million  people  worldwide  who 
depend  upon  AFLAC  to  help  close  insurance 
gaps  like  copayments  and  deductibles.  Like 
a  portfolio  free  of  junk  bonds,  and  an  asset 
base  of  over  $13.2  billion.  Like  recognition 
in  1992  by  Financial  World  magazine  as 
*1  in  safety,  placing  AFLAC  at  the  top  of  a 
list  of  America's  50  largest  and  best  known 
life  insurance  companies. 

In  these  turbulent  times,  it  is  reassuring 
to  see  that  experience,  judgment  and  com- 
mitment have  enabled  one  company  not 
only  to  stay  afloat,  but  to  thrive  and  grow. 
That  company  is  AFLAC. 

For  more  information  on  AFLAC 
supplemental  insurance,  contact  AFLAC 
Worldwide  Headquarters,  1932  Wynnton,^ 
Road,  Columbus,  Georgia  31999.  Or  call  ' 
1-800-99-AFLAC  (1-800-992-3522). 


EVEN 


WITHOUT 


You  have  no  water  or  coolant. 
You  have  50  mi/es  of  desert  to 
rross.  You  have  two  choices. 
You  can  rick  or  drive. 


A  DROR 


OE  ENGINE 


COOLANT, 


IT  CREATES 


A  HIGHER 


STANDARD. 


Seville  STS 

Creating  A  Higher  Standard 


Al».ivs  war  Mfcty  belts,  even  with  jir  Ixiks.  6  I'W  (Al  Cc.rp,  All  riRlits  tcsencd.  C.ADII.I.ACs  NOR  I  HS  rAR.,Si-;\  ll,l.i;j, 


Traction  Control 


nost  any  car,  a  total  loss  of 
It  could  leave  you  stranded, 
ot  in  the  Seville  STS  with 
orthstar  System  by  Cadillac, 
ise  its  patented  Northstar 


Speed-Sensitive  Steering  •  Plus  Dual  Air  Bags  •  Call  1-800-333-4CAD 


V8  is  so  adaptive  that,  if  necessary 
for  your  safety,  it  is  engineered  to 
sense  major  engine  coolant  loss 
automatically.  It  then  begins 
alternately  firing  and  air-cooling 


its  two  banks  of  cylinders  to  help 
prevent  overheating.  The  result: 
you  could  travel  up  to  50 
miles-even  in  desert  heat- 
without  a  single  drop  of  coolant. 


Other  Gomments 


Fore! 

I  WAS  WITH  CNN  early  on  in  its  histo- 
ry, and  the  doubters  didn't  think 
viewers  wanted  24  hours  of  news. 
But  that's  woriced  out  all  right.  And 
frankly,  I  think  there's  more  golf  out 
there  than  news. 

-Jim  Shepherd,  spokesman  for  the 
Golf  Channel,  a  round-the-clock 
cable  TV  venture  scheduled  to  de- 
but next  year,  Chicago  Tribune 

Clean  Up  the  Mess 

Largely  due  to  the  political  behavior 
of  the  American  Bar  Association, 
thousands  of  its  members  have  lost 
interest  or  quit.  And  the  public's  atti- 
tude toward  lawyers  has  been  getting 
worse.  The  ABA  needs  to  be  a  serious 
voice  for  reforming  our  legal  system. 

First:  Instead  of  always  going  to 
court,  parties  should  have  more  op- 
portunities to  resolve  disputes 
through  arbitration  and  mediation. 
It  would  save  time  and  money. 

Second:  Tighten  the  rules  by 
which  parties  obtain  information 
from  each  other  before  trial.  This 
process  is  often  used  to  harass  and 
inflict  higher  costs  on  the  other  side. 

Third:  Make  the  loser  pay  the  win- 
ner's court  costs. 

Finally:  Limit  punitive  damages. 
The  Clinton  Administration  may 
suggest  such  limits  in  medical  mal- 


"Nice  buns." 


practice  litigation.  If  it  makes  sense  in 
health  care  cases,  it  would  make  sense 
in  other  kinds  of  cases,  too. 
-Dan  QOayle,  chairman.  Competi- 
tiveness Center  of  Hudson  Institute 


If  I  only  had  a  little  humility, 
I  would  be  perfect. 

-Ted  Turner,  owner  of  the 
Atlanta  Braves  and  Hawks  and 
the  Turner  Broadcasting  System, 


Houston  Chronicle 


Laver's  Law 

It  SEEMS  to  be  a  law  of  our  own  minds 
that  we  find  the  art  forms  of  our 
fathers  hideous,  the  art  forms  of  our 
grandfathers  amusing  and  those  of 
our  great-grandfathers  attractive  and 
even  beautiful. 
-James  Layer,  in  Sold^ 
by  Nicholas  Faith 

Was  It  Worth  It? 

The  oeeicial  end-of-May  total  for 
Independent  Counsel  Lawrence 
Walsh's  Iran -Contra  investigation 
[is]  $35,052,041.62.  At  least  $1  mil- 
lion has  been  added  since  then. 

The  Independent  Counsel  Reau- 
thorization Act  of  1993  is  currently  in 
Congress.  If  passed,  it  would  require 
independent  counsels  to  comply  with 


Justice  Department  spending  policiei 
and  to  act  with  "due  regard  for  ex 
pense."  After  one  year  in  office,  inde 
pendent  counsels  and  staff  would  noi 
be  entitled  to  travel  or  subsistence 
expenses  when  working  in  a  city  differ^ 
ent  from  the  one  in  which  their  prima 
ry  office  is  located.  It  would  also 
require  independent  counsels  to  pa^ 
staffers  at  a  rate  "comparable  to  com- 
pensation paid  by  the  U.S.  Attorney'; 
Office  in  the  District  of  Columbia'! 
and  require  the  GAO  to  do  annua) 
audits  of  independent  counsel  officesi 
something  that  wasn't  done  until 
Walsh  had  been  in  operation  six  years 
-Byron  York, 
Wall  Street  Journal 

Amen 

1 1  is  best  not  to  change  something  i 
changing  it  will  not  do  any  good. 
-Essays  in  Idleness:  The  Tsurezuregusc^ 

of  Kenko,  translated  by 

Donald  Keene 

Count  Your  Blessings 

In  1 99 1,  an  American  official  ad 
dressed  Russian  health  experts  in  Mos 
cow.  He  bemoaned  that  many  Ameri 
cans  get  care  at  emergency  rooms  anc 
occasionally  wait  six  or  eight  hours.  Tc 
the  American's  shock,  the  Russian; 
erupted  in  laughter.  In  Russia,  witl" 
twice  as  many  doctors  per  capita  as  tht 
U.S.,  a  wait  of  six  to  eight  hour; 
represented  unusually  fast  service. 
-Fred  Barnes,  American  Spectator 

Joie  de  Vivre 

Medic;al  researchers  have  found  i 
low  incidence  of  coronary'  heart  dis 
ease  in  Toulouse  [France],  the  capita 
of  foie  gras.  Toulousians  do  not  use 
much  butter,  but  they  typically  fol 
low  a  diet  high  in  bread,  vegetables 
fruit,  cheese  and  fat-laden  goose  liv 
er;  'and  they  drink  plenty  of  red  wine 
French  statistics  show  that  death: 
from  heart  disease  in  French  cities  an 
about  half  of  those  in  some  cities  ir 
America.  Perhaps  lack  of  guilt,  rathe; 
than  lots  of  wine  and  foie  gras,  ac 
counts  for  most  of  the  difference. 
-The  Economist  ■ 
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IBM  Networking 


The  Irademarks  are  owned  as  fotlows  ACC.  AOC  Telecommunications  Inc  ,  Ai)ptetalt"  ana  Mac,  Apple  Computer  Inc  OEC  and  DEC  VAX,  Dgital  Equ-pmenl  Corp  Calerp-llat  Calerpillaf  inc  ,  HP  Hewlett  Packard  Corp  Sun  Syn  MiC'Osystems  inc  ,  UNIX.  UNIX  Syslems  Latxxalones  inc  .  PS/2  and  NetVw  IBM  Corp  C  1993  iS 


Getting  all  the  beasts  to  behave 
takes  real  expertise. 

Computer  networks  come  in  many  different  species,  and  they  don  t  always  get  alono 
Conflicts  between  multivendor  networks  can  turn  your  business  into  a  real  zoo.  i 
Things  got  this  way  because  networking  standards  evolved  on  separate  paths  lor 
reaching  different  goals.  But  today's  goal,  especially  in  client/server  environments,  i 
to  pull  things  together,  and  nobody  can  help  you  do  it  better  than  1 BM.  We've  built 


ore  networks  than  anyone  (over  200,000),  and  we've  built  all  kinds.  And  we  support 
[  the  leading  standards,  not  just  with  words,  but  with  solid  products  and  services. 

So  if  you  have  a  DEC^  system  in  one  department,  Appletalk  in  another,  IBM 
leckout  lines  in  stores  and  a  supplier  with  UNIX  workstations,  we  can  make  them  a 
am.  And  we'll  not  only  integrate  your  networks,  we  can  help  you  manage  them,  too. 

For  the  future,  we're  forming  alliances  with  many  of  our  competitors.  You  want 
oducts  that  communicate  after  you  buy  them,  so  we're  talking  to  each  other  now. 

We'd  also  like  to  hear  from  customers  like  you.  For  Caterpillar,  IBM  NetView'  is 
anaging  fourteen  kinds  of  networks  as  if  they  were  one.  For  ADC^  Telecommunica- 
)ns,  we're  designing  a  network  of  IBM  mainframes,  PS/2  s,  Macs  and  DEC  VAXs, 
us  Sun  and  HP  workstations,  using  such  diverse  protocols  as  TCP/IP,  SNA  and 
ppletalk,  over  Ethernet  and  Token-Ring. 

To  learn  more  about  how  we  can  help  you,  call  us  at  1  800  IBM-6676,  ext.  725. 


here's  never  been  a  better  time  to  do  business  with 


"WE'D  LIKE  TO 
PUT  YOU  5,000  MILES 
CLOSER  TO  YOUR  NEXT 

FREE  TICKET.  AND 
WITH  NEW  MARRIOTT 
MILES"  WE  CAN."  i 


Stay  with  us  and  watch  the  miles  build  up  on  American  Airlines®, 
British  Airways,  Continental,  Northwest,  TWA  and  USAir.  Add  5,000  miles 
for  every  5  stays-whether  you  fly  or  not.  To  join,  call  1-800-FOR-MILES. 

Harriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOU: 


You  must  be  a  memherof  a  fiv(|uent  llyfi-  [iro}»i  ain  to  play.  Earn  500  frequent  flyer  miles  for  every  stay.  Plus,  2.500  miles  after  every  fifth  stay,  for  a  total  of  5,000  miles 
for  every  5  stays.  With  TWA  (international  hotels  only)  earn  up  to  7,500  miles  for  every  5  stays.  With  Continental,  earn  up  to  10,000  miles  for  every  5  stays.  Marriott 
Honored  Guest  Awards  points  will  not  be  awarded  for  Marriott  Miles  stays.  Marriott's  Courtyard.  Residence  Inn.  and  Fairfield  Inn  hotels  do  not  participate  in  Marriott 
Miles.  To  earn  frequent  flyer  miles  in  Marriott  Miles,  check-in  must  occur  between  May  1 .  1993  and  .lune  30.  1994.  ©1993  Marriott  Corp. 


Jommentai^ 

n  events  at  home  and  abroad 

y  Caspar  W.  Weinberger,  Chairman 


THE  BOOKS 

SCHOOLCHILDREN  the  end  of  summer  is  signaled  by 
at  first  essay  assignment,  "How  I  Spent  My  Summer.''' 
:tually,  there  is  considerable  educational  merit  in  re- 
(unting  what  was  done,  if  only  to  try  to  improve  on  it 
;xt  year.  Herewith,  the  required  essay: 
Summer  in  Maine — or  at  least  three  weeks  of  it  this 
ar — followed  a  pattern  as  regular  as  the  tides  (which, 
nong  other  things,  determine  when  one  can  take  the 
)at  out).  Once  the  daily  routine  of  collecting  the  mail, 
liking  the  dog  and  watering  the  garden  was  completed, 
c  time  for  reading  arrived.  This  year  the  resolution  was 

ha\  e  some  variet^'. 
Nathan  Miller's  compara- 
cl\'  new,  one-volume  biog- 
phy,  Theodore  Roosevelt:  A 
'fl\    prt)\ides    new  insight 
to  the  remarkable  diversity 
'"TR's  broad-based  intellec- 
al   curiosity,   his  achieve- 
cnts  and  his  inexhaustible 
icrgy.  The  inevitable  com- 
irisons  between  TRand  cur- 
nt  political  leaders  arouse 
j»me  sadness,  for  it  is  hard  to 
ink  of  anyone  today  who  could  match  in  a  year  what 
30sevelt  accomplished  in  a  summer.  At  the  same  time 

w  as  beginning  his  political  career,  TR  wrote  the  still 
indard  text  on  the  War  of  1812.  Engaging  in  his  usual 
olent  assault  on  any  available  hill,  beach  or  ocean,  he 
mtinued  his  collections,  classifications  and  descriptions 
"wildlife  that  formed  the  basis  of  the  Theodore  Roose- 
It  collections.  This  was  done  while  compiling  a  distin- 
lished  record  in  the  New  York  State  Assembly  and 
)ing  the  myriad  other  things  that  gave  him  such  intel- 
ctual  breadth  and  depth. 

Miller's  book  is  an  excellent  portrayal  and  is  one  of  the 
"St  to  inclucie  much  of  Roosevelt's  correspondence  with 
id  about  his  first  wife,  Alice,  who  died  tragically  in 
lildbirth  on  the  same  day  his  mother  died.  This  tested 
iR  in  ways  that  few  people  ever  are. 

Lenin's  Tomb^  Davici  Rcmnick's  study  of  the  fall  of 

c  Soviet  Union,  provides  devastating  evidence  of  the 
istake  the  Nobel  committee  made  in  awarding  the 

ace   Prize   to   Mr.   Gorbachev.   The   many  errors 


OF  SUMMER 

Gorbachev  made,  his  adamant  refusal  to  repudiate — as 
Yeltsin  did  early  on — the  theoiy,  practice  and  suprema- 
cy of  communism  in  the  Soviet  Union,  the  type  of 
people  he  chose  to  place  in  positions  of  power,  and  his 
extraordinaiy  arrogance  and  rudeness,  particularly  dur- 
ing his  attempts  to  hold  Lithuania  during  1990,  all 
demonstrate  how  erroneous  the  conventional  Western 
wisdom  is  about  the  fallen  leader.  Lenin's  Tomb  also 
makes  it  clear  that  any  conclusion  as  to  there  being  a 
stable  (and  much  needed)  situation  in  Russia  and  its 
neighboring  republics  is  highly  premature. 

Conor  Cruise  O'Brien's  re- 
cent biography.  The  Great 
Melody,  reaches  back  to  the 
18th  centur)'  to  introduce  us 
to  the  many  sides  of  Edmund 
Burke,  as  well  as  to  his  deep 
religious  beliefs  and  his  con- 
clusion that  the  French  Revo- 
lutionaries really  were  the 
''principle  of  Evil."  Burke's 
great  oratory  was  also  studied 
in  Lecky's  magisterial  History 
of  Enpjland  in  the  Eighteenth 
Century,  a  splenciid  series  to  dip  into  on  rainy  mornings. 

Finally,  for  general  amusement,  Anthony  Trollope's 
A)i  Autobiopiraphy  gives  the  best  justification  in  print  for 
adequately  rewarding  authors,  painters,  poets  and  others 
frequently  felt  to  be  abc^ve  the  sordid  business  of  being 
properly  paid.  One  of  Trollope's  early  publishers,  Wil- 
liam Longman,  tried  to  persuade  him  that  the  publisher 
should  be  entitled  to  half  the  profits  of  Trollope's  books 
and  that  Trollope  should  stay  with  Longman  because  of 
the  \'alue  of  having  the  Longman  name  on  the  title 
page.  To  that,  Trollope  gave  short  shrift:  ''This  seemed 
to  me  to  savour  of  that  high-flown  doctrine  of  the 
contempt  of  money  which  1  have  never  admired.  I  did 
think  much  of  Messrs.  Longman's  name,  but  1  liked  it 
best  at  the  bottom  of  a  cheque."  Those  high-flown 
critics  of  the  prosperity  of  the  1980s  would  do  well  to 
read  Mr.  Trollope's  autobiography. 

All  of  the  above,  plus  as  yet  unfulfilled  attempts  to  learn 
again  the  art  of  piano  playing,  used  up  the  three  weeks  far 
too  rapidly.  ■■ 
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You  plan  to  write 
the  shortest 
retirement  speech 
in  history 
"Gone  Fishing." 


Your  tomorrows  depend  on  die  future  of  your  long-term  investments.  Thats  why  so  many  investors  have  ousted 
dieir  tomorrows  to  Kemper  Muuial  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  diat's  what  you  need  to  start  building  die  tomorrows  you  dream  of  today 
Call  your  financial  representative  for  information  including  a  prospecuis  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.l. 


irEmPER 


muTuai  Funos 


J 


Were  Building  Tomorrows  Today 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  contairung  more  complete  information,  including  management  fees  and 
expenses  Fund  perfonnance  cannot  be  guaranteed  and  will  fluctuate '1993  Kemper  Financial  Services,  Inc.  215700 


tUIItU  BY  HUWAKU  bANKS 


Why  hire  a  person  Tdien  you  can  buy  a  machine? 


ThH  KCONOMY  may  be  PRETTi'  COLD,  but  Capi- 
tal spending  is  hot.  The  latest  revised  statistics 
from  the  Commerce  Department  show  that  in 
intlation-adjusted  terms,  spending  on  produc- 
ers' durable  equipment  (that  is,  all  types  of 
equipment)  rose  by  14%  in  the  first  part  of  this 
year  over  the  same  period  a  year  earlier — and 
over  two- thirds  of  that  spending  is  now  on  com- 
puters, telecommunications,  information 
processing  anci  related  equipment. 

This  tremendous  upsurge  in  equipment 
spending  follows  a  7%  increase  in  1992  over 
1991 .  The  best  news  is  that  economists  expect 
that  this  spending  growth  will  continue,  with  at 
least  an  8%  increase,  in  real  terms,  in  1994. 

There  are  several  positive  reasons  for  this 
investment  boom.  The  relative  price  of  high- 
technology,  productivity-enhancing  invest- 
ment goods  continues  to  fall  sharply  while  their 


performance  increases.  "'Today's  PC  delivers 
four  times  the  performance  for  the  same  price," 
says  Gordon  Richards,  chief  economist  with 
the  National  Association  of  Manufacturers.  "It 
doesn't  take  a  Ph.D.  to  see  why  industry  is 
buying."  Falling  interest  rates  have  also  cut  the 
cost  of  investing. 

Another  reason  comes  from  Joseph  G.  Car- 
son, chief  economist  with  Dean  Witter  Reyn- 
olds: "The  steady  fall  in  the  cost  of  the  latest 
equipment  means  that  it  is  much  cheaper  these 
days  to  add  new  capacity'  from  scratch  than  to 
buy  a  company  on  Wall  Street  and  pay  today's 
high  multiples." 

Moreover,  says  Carson,  the  Commerce  De- 
partment number  gatherers  do  not  count  busi- 
ness' spending  on  software  as  part  of  invest- 
ment. Add  this  in,  he  says,  and  total  capital 
spending  is  even  better  than  it  seems. 


.  • .  And  now  the  bad  news 


Bu  1  PERHAPS  i  HE  STRONCESi  fc)Rc:e  behind 
the  investment  figures  is  the  growing  cost  of 
human  labor.  Bosses  these  days  fear  all  of  the 
extra  labor  costs — from  health  insurance  reform 
to  mandatoiy  family  leave — being  mandated 
by  Washington  and  the  statehouses.  Machines 
don't  get  sick  or  decide  to  start  families.  Add- 
ing equipment  is  increasingly  more  cost-effec- 
tive than  adding  new  jobs;  the  cost  is  more 
predictable,  too.  Even  highly  capital  intensive 
industries  like  chemicals  and  aerospace  are 
looking  for  ways  to  eliminate  jobs.  And  low 
interest  rates  mean  it's  cheaper  than  ever  to 
finance  early  retirement  packages. 

This  capital-for-labor  substitution  trend 
seems  likely  to  continue  as  Labor  Secretary  Rob- 
ert Reich  tries  to  win  points  with  the  labor 
unions  by  proposing  changes  that  will  add  to 
labor  costs  and  threaten  job  creation.  For  ex- 


ample, he  now  proposes  raising  the  minimum 
wage  by  a  quarter,  to  $4.50  an  hour.  There- 
after, he  proposes  it  should  be  indexed  to  pro- 
tect it  against  inflation. 

For  an  Administration  that  promised  to  cre- 
ate lots  of  jobs,  this  is  curious  policy.  Most 
economists  agree  that  each  10%  increase  in  the 
minimum  wage  lops  off  about  3%  of  jobs  that 
would  otherwise  have  been  created;  this  hurts 
mostly  the  young  and  poorly  educated,  and 
affects  jobs  mainly  in  the  semce  sector.  Mi- 
norities are  especially  hard  hit.  But  the  unions 
like  increases  in  the  minimum  wage,  because 
they  raise  the  floor  under  their  own  negotiated 
pay  levels.  For  a  while,  that  is. 

Secretary  Reich's  next  planned  move:  Work 
to  get  a  new  law  to  ban  striker  replacements, 
even  though  this,  too,  will  inevitably  add  to 
employers'  costs. 


A  nice  little  economic  bonus 

A  NICE  SURPRISE  was  tucked  into  the  latest 
statistical  revisions.  It  has  been  little  noticed, 
but,  points  out  Carson,  personal  income  in 
1992  was  around  $150  billion  larger  than  had 
been  thought.  He  believes  we  continue  to 
understate  this  year's  personal  income. 

Some  $20  billion  of  the  unexpected  income 
appears  to  have  resulted  from  annual  bonuses 
that  were  paid  early,  in  December,  as  the  bet- 
ter-paid arranged  to  avoid  this  year's  higher 
taxes.  But  the  rest  of  this  economic  bonus, 
equal  to  at  least  an  added  2.5  points  of  GOP,  may 
help  explain  why  some  sectors  of  the  economy 
have  been  doing  better  than  predicted. 


Auto  sales  have  been  way  up,  for  example,  at 
an  annual  rate  of  around  11.5  million  a  year,  8% 
up  on  last  )'ear. 

Sales  of  new  single -family  homes  are  also 
way  up.  Total  investment  in  single-family  homes 
totaled  $95  billion  in  1991,  $118  billion  last 
year  and  is  now  running  at  no  less  than  $132 
billion  at  an  annual  rate.  As  a  result,  for  over  a 
year  new  housing  starts  have  been  running  con- 
sistendy  at  over  1 .2  million  units. 

That  consumers  ha\'e  had  fatter  wallets  than 
was  earlier  thought  probably  also  helps  explain 
why  the  U.S.  has  been  importing  more  than 
expected — especially  consumer  goods.  tM 
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BY  BOBERT  ROSENSTEiN 


Current            239  8* 
Previous          239. 2t 
Percent  change  0.3% 

The  Forbes  Index  (i967=ioo) 
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*Preliminary  tRevised 


79 


'83 


'85 


'87 


'91 


'93 


The  ( Commerce  Department  now  reports  that  the  ceon 
mv  grew  at  a  1 .8%  annual  rate  in  the  second  quarter,  rati 
than  the  1 .6%  originally  reported.  The  government  eeo 
omists  also  made  upward  revisions  in  the  gross  domes 
product  for  1 1  of  the  last  14  quarters. 

Notwithstanding  a  rash  of  layoffs,  annualized  wage  ai 
salar\'  disbursements  in  Julv  of  this  year  equaled  $3 
trillion,  compared  with  $2.95  trillion  in  July  of  last  year, 
after  adjusting  for  inflation,  American  workers  were  pi 
2.3%  more  than  they  were  a  year  ago. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0; 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

6.5'i 

Index  of  leading  indicators  July  vs  June 

Dept  of  Commerce 

-o.n 

Trade  balance  12  months  ended  June  1993 

Dept  of  Commerce 

-$1031 

All-commodity  producer  price  index  July  vs  June' 

Dept  of  Labor 

-0.3', 

GDP  2nd  quarter  vs  1  st — annualized  growth 

Dept  of  Commerce 

1.8"-! 

M2  (3-month  change) — annualized  growth' 

Federal  Reserve 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  8/30/93.  ^Wholesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


109 


107 


Services    •   Total  index 


Industrial  production  index  (1987^100) 
seasonally  adjusted  (Federal  Reserve) 


160 


150 


140 


130 


Consumer  price  indexes  (1982-84  3verage=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Newr  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Inventories    •   Nevir  orders 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  (Ibiilions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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New  unempioy.iieiit  claims  average  for  month 
(thousands),  irdac.:.i!i;  adjusted  (Dept  of  Labor) 
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Retail  sales  ($billions), 
seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbilhons)  total, 
seasonally  adjusted  (Federal  Reseree) 
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Malaysian  Airlines 


$48,722,000 

Eouin  hvESTMCM  fm 
One  Boeing  747-400  Aircraft 


New  Ventlre  Gear  Inc. 


$35,000,000 

Revolvinc;  Loan  &  Seciritv 
Agreement  Ror 
Transportation  Component 
Manufacturing  Equipment 


PiTTSTON 


$20,458,658.12 

Single  Investor  Tax  Lease 
Fob  Surface  And  Indercround 
Coal  Mining  Equipment 


3V  Inc. 


$8,500,000 

Term  Loan  Secured  B» 
Specialty  Chemical  Manufacturing 
Equipment 


Pacific  Commercial  Finding 
Corporation 


$9,377,000 

Leases  And  Loans  For 
iNew  Equipment  Financing 
And  Equipment  Refinancing 


Optical  Sensors 


$1,000,000 

Pdichase  Op  Piefeued  Stock 


want  more  action,  talk  to  The  CIT  Croup.  Call  1-800-545-5440. 


Americas 
Most  Experienced 
Asset- Based 
Lender. 


While  imposing  Democratic-style  regulation  and  tax  increases  on  the 
U.S.,  the  Clinton  Administration  is  urging  Republican-style  tax  cuts 
and  deregulation  on  Japan.  The  Japanese  might  just  take  the  advice. 

Time  to  take 
a  laxative? 


By  Gale  Eisenstodt 

Thk  Clinton  Administration  is 
urging  that  Japan  push  tlirough  a 
supply-side-type  tax  cut.  Never  mind 
that  the  Clintonites  have  just  raised 
taxes  for  Americans. 

The  Japanese  are  quite  aware  of 
Washington's  hypocrisy  and  fiscal  ir- 
responsibility, yet  they  may  deliver  at 
least  part  ot  what  Washington  is  de- 
manding. But  for  their  own  reasons, 
not  Washington's.  Suddenly  Japan  is 
abuzz  with  talk  of  tax  reform,  reori- 
enting government  spending  and 
deregulation. 

Explains  Yukio  Noguchi,  an  eco- 
nomics professor  at  Hitotsubashi 
University:  "The  reason  we  need  to 
change  our  fiscal  policies  is  not  to 
please  the  U.S.,  but  because  it  will  be 
good  for  Japan." 

Professor  Noguchi  speaks  for  a  lot 
of  Japanese  when  he  says  this.  They 
see  the  writing  on  the  wall:  Japan  will 
not  be  able  to  export  its  way  out  of  the 
current  recession.  There  is  already  a 
worldwide  surfeit  of  Japanese  goods, 
and  the  climb  of  the  yen  is  the  latest 
reminder  that  the  country's  seeming- 
ly ever-rising  trade  surplus,  estimated 
to  reach  $150  billion  tliis  year,  is 
unsustainable.  At  an  exchange  rate  of 
Y105/$l,  even  Toyota  will  have 
trouble  making  money. 

To  get  out  of  the  recession,  Japan 
will  have  to  stimulate  home  demand. 
Tax  cuts  combined  with  more  dereg- 
ulation of  the  economy  would  put 
more  spending  power  in  Japanese 
consumers'  pockets  and  lower  the 
cost  of  goods  to  them. 


Prime  Minister  Morihiro  Hosokawa 
So  far,  he's  a  waffler. 


The  talk  is  of  a  tax  cut  in  the 
neighborhood  of  $40  billion — out  of 
an  estimated  $580  billion  in  govern- 
ment revenues.  Among  the  possible 
moves:  a  one-time  tax  rebate. 

Judging  fi-om  his  past  statements, 
new  Prime  Minister  Morihiro  Ho- 
sokawa has  left  the  door  open  for  such 
a  policy.  It  would  certainly  help  repair 
frayed  relations  with  the  U.S.  if  he 
could  announce  such  changes  coinci- 
dent with  his  planned  visit  to  the  U.S. 
in  late  September.  But  the  cuts  are  by 
no  means  a  done  deal.  There's  no 


consensus  in  the  new  coalition  gov 
ernment.  Powerfiil  people  in  Japan's 
bureaucracy  oppose  a  straight  cut 
If  they  prevail,  it  will  not  be  for  the 
first  time. 

In  the  early  1980s  Japan's  Ministry 
of  Finance  first  started  clamping 
down  on  Japan's  then -runaway  gov 
ernment  spending.  Around  that  time 
Japan's  trade  surplus  was  also  taking 
off,  rising  from  around  $20  billion  in 
I98I  to  $93  billion  by  1986.  The 
Japanese  government,  facing  pressure 
from  the  U.S.,  promised  to  stimulat 
domestic  demand. 

What  happened?  Japan's  budget 
deficit  was  cut  by  restraining  spending 
and  through  automatic  tax  increases. 
But  the  reforms  stopped  there.  De 
regulation  moved  slowly,  and  the  Jap 
anese  system  remained  oriented  to- 
ward export  rather  than  toward  stim- 
ulating    and     meeting  domestic 
demand.  Japan's  long-ruling  Liberal 
Democratic  Party  lacked  the  political 
strength  to  defy  the  farmers,  shop 
keepers  and  other  vested  interest 
groups  that  were  the  party's  mainstay 
These  groups  liked  things  as  they 
were.  Farmers  wanted  subsidies  and 
to  keep  out  foreign  produce;  shop 
keepers  wanted  to  prevent  discount 
hoiises  and  foreign  competition. 

In  1980,  13%  of  Japan's  general 
public  works  budget  went  for  agricul 
tural  infrastructure,  things  like  farm- 
land development  and  irrigation  proj- 
ects. Since  then  there  has  been  a  30% 
decline  in  the  number  of  households 
dependent  on  farming,  but  over  1 3% 
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f  the  public  works  budget  still  goes 
^  benefit  what  is  now  less  than  5%  of 
le  population.  In  keeping  budgets 
ght  while  continuing  to  lavish  bene- 
ts  on  favored  groups,  the  Japanese 
y^stem  shortchanged  the  greater  ma- 
jrity  of  urban  dwellers — just  as  the 
J.S.  system  penalizes  the  productive 
lements  in  the  economy  for  the  ben- 
fit  of  government-favored  groups. 

Japanese  call  it  the  '•'■9-6-4"  prob- 
:m:  The  government  taxes  90%  of 
le  actual  income  earned  by  a  salary- 
lan,  60%  of  that  of  small  businesses 
nd  only  40%  of  that  of  farmers.  Ja- 
an's  top  marginal  rate  of  65%  is 
mong  the  highest  of  leading  indus- 
•ial  economies.  And  in  the  late  1980s 
le  tax  burden  rose,  as  the  govern- 
lent  used  increases  in  tax  revenue 
lused  by  bracket  creep  to  cut  gov- 
rnment  borrowing  rather  than  to 
rlieve  the  burden  on  taxpayers. 

This  lopsided  tax  system  is  one 


reason  Japanese  consumption  as  a 
percentage  of  GDP  has  fallen  from  60% 
in  1984  to  56%  in  1992. 

As  consumers  suffered,  the  govern- 
ment waxed  rich.  By  1991  Japan's 
general  government  surplus  had 
swelled  to  3%  of  GDP.  If  the  U.S. 
suffered  from  financial  cliarrhea,  Ja- 
pan suffereci  from  financial  constipa- 
tion. But  Japan's  financial  bureaucrats 
have  an  aversion  to  laxatives. 

Even  the  most  open-minded  of  Fi- 
nance Ministry  officials  sound  fanati- 
cal when  discussing  the  budget:  "We 
should  never  issue  deficit-financing 
bonds,"  declares  Eisuke  Sakakibara,  a 
senior  deputy  director  general  at  the 
ministry.  The  Finance  officials  argue 
that  Japan  needs  to  build  up  reserves, 
because  its  aging  population  means 
tremendous  social  security  costs  in 
the  fiature.  Japan's  social  security  fiind 
is  in  surplus. 

But  caution  has  turned  into  paraly- 


sis. In  August  of  1992  and  again  this 
April,  the  government  did  announce 
huge  spending  packages  that  would 
have  reduced  the  government  sur- 
plus, but  they  were  halfhearted  mea- 
sures. Japan's  constmction  industry  is 
notoriously  inefficient  and  corrupt. 
Recently,  local  government  officials 
have  been  reluctant  to  spend  the 
money  they  have  been  allocated  for 
fear  of  being  drawn  into  the  web  of 
kickback  scandals  that  have  rocked 
Japan  in  recent  months. 

Can  the  new  government  break  the 
paralysis?  Japan's  new  coalition  gov- 
ernment is  filled  with  interesting  char- 
acters. Prime  Minister  Hosokawa  has 
long  advocated  rejiggering  Japan's 
budgetar)'  spending  patterns.  Two 
years  ago  he  was  handing  out  a  book- 
let questioning  why  so  much  money 
was  being  spent  on  fishing  ports  as 
opposed  to  airports. 

A  bestselling  book  written  by 
Ichiro  Ozawa,  back-room  boss  of  the 
new  government,  advocates  drastical- 
ly slashing  direct  income  taxes  and 
boosting  consumption  taxes  from  3% 
to  10%.  Thus  the  burden  on  Japan's 
salaiymen  would  be  lowered  and  the 
tax  base  would  be  broadened — a 
good  idea  for  a  rapidly  aging  societ\' 
like  Japan's. 

Hiroshi  Kumagai,  recently  ap- 
pointed minister  of  tratJe  and  indus- 
try, wrote  a  scathing  article  last  March 
in  a  leading  Japanese  magazine  warn- 
ing of  the  dire  international  conse- 
quences of  the  MinistiT  of  Finance's 
austerity-at-any-price  fiscal  policies. 

But  Hosokawa  also  understands 
the  political  price  of  crossing  the  Japa- 
nese rice  farmer  and  shopkeeper  as 
well  as  the  agony  of  doing  battle  with 
the  Ministry  of  Finance.  So  far,  he  has 
come  off  as  a  wafiler.  But  while  the 
Japanese  shrug  off  or  ignore  demands 
and  warnings  from  Washington  and 
Western  Europe,  they  cannot  shrug 
off  the  consequences  of  a  policy  that 
has  built  trade  surpluses  so  high  as  to 
be  dangerous  and  that  has  carried 
fiscal  prudence  to  ridiculous  ends.  As 
Japan's  giant  corporations  suffer  un- 
der the  weight  of  the  high  yen,  the 
balance  of  political  pressures  is  turn- 
ing somewhat  against  the  old  politi- 
cally favored  classes.  Hosokawa  may 
give  the  Americans  and  Europeans 
what  they  are  demanding,  but  for  his 
own  reasons,  not  for  theirs.  H 
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For  many  years  Henry  Singleton  disproved  the  argument  that 
conglomerates  don't  work.  But  it  turns  out  Teledyne  was  more 
of  a  tribute  to  Singleton  than  to  the  concept. 

A  new  Teledyne 


By  James  R.  Norman 

Henry  E.  Singleton,  the  business 
legend  who  built  Teledyne  into  one 
ot  the  most  successfLil  and  durable  of 
the  U.S.  conglomerates,  was  tight- 
lipped  a  few  years  back  when  ques- 
tioned by  a  skeptical  Wall  Street  ana- 
lyst. How,  the  analyst  asked,  could 
Singleton  possibly  manage  more  than 
100  diverse,  technical  businesses  with 
over  $3  billion  in  sales.'  Singleton  was 
curt,  brushing  off  the  question  as 
irrelevant.  With  just  200  people  in  its 
Los  Angeles  headquarters,  Teledyne 
gave  wide  latitude  to  its  managers — 
many  of  them  founders  of  the  compa- 
nies they  ran. 

And  for  years  it  worked.  At  its  peak 
in  1988  Teledyne  netted  $392  mil- 
lion on  revenues  of  $4.5  billion — an 
impressive  return  on  sales  of  almost 
9%  and  a  return  on  cquir\'  of  better 
than  19%.  In  1990  Teledyne  spun  off 
its  valuable  Unitrin  insurance  opera- 
tions to  shareholders  and  then  began 
clisposing  of  companies — including 
its  ailing  oilfield  equipment  and  in- 
dustrial rubber  units.  That  trimmed 
its  payroll  from  43,000  to  24,000.  In 
1991,  at  74,  Singleton  stepped  aside 
as  chairman  after  31  years — though 
he  still  owns  13%  of  Teledyne's  stock 
and  keeps  close  tabs  from  his  New 
Mexico  ranch.  His  successor  and 
trusted  lieutenant,  George  A.  Rob- 
erts, 74,  retired  as  chairman  in  March. 
He  had  been  Teledyne's  president  for 
24  years. 

But  that  probing  analyst  had  asked 
a  better  question  than  he  knew.  While 
Teledyne's  conglomerate  structure 
worked  well  during  most  of  Single- 
ton's time,  it  has  functioned  badly  in 
recent  years.  In  the  first  half  of  this 
year  Teledyne  netted  just  $18  million 
on  $1.3  billion  of  revenues — 1.4%  on 
sales,  a  far  ciy  from  the  gloiy  days. 
Minus  Unitrin,  Teledyne  is  still  in  a 
wide  range  of  businesses — from  R\'an 


pilotless  aircraft  to  Water  Pik  shower 
massagers.  Defense  accounts  for  one- 
third  of  revenues,  with  the  rest  rang- 
ing from  specialty  metals  to  plastic 
coffee  cups  and  key  rings. 

Beyond  declining  earnings,  Tele- 
dyne is  beset  by  whistle-blower  claims 
in  its  defense  businesses,  shareholder 
lawsuits  and  federal  indictments  alleg- 
ing v\'idespreac1  cheating  on  goxern- 
ment  contracts.  The  claims  involve 
everything  from  faking  tests  on  mis- 
sile relays  to  shipping  "black  box" 
avionics  to  the  Na\'y  weighted  with 
bricks  instead  of  wiring.  Teledyne  also 
stands  accused  of  helping  supply  Iraq 
with  cluster  bombs  and  bribing  Eg)'p- 
tian  and  Saudi  Arabian  arms  buyers. 

Teledyne  denies  most  of  the 
charges,  but  the  fact  remains  that  in 
their  sheer  number,  the  accusations 
paint  a  picture  of  a  company  out  of 
control  since  the  mid-1980s.  Says  an- 
alyst Jack  Blackstock,  who  covers  the 
company  for  First  Boston:  "The 
wheels  came  off  Teledyne."  What 
had  worked  well  for  many  years  under 
Singleton  and  Roberts  clearly  was  go- 
ing amiss. 

The  essence  of  the  Singleton  ap- 
proach was  this:  He  used  Teledyne's 
high-multiple  stock  to  buy  small, 
high-margin  manufacturing  or  tech- 
nology companies  in  good  niches.  He 
sought  companies  with  strong  man- 
agement and  made  no  pretense  of 
being  a  turnaroimd  artist.  Singleton 
got  on  well  with  his  subordinates.  The 
glue  that  held  Teledyne  together  was 
not  so  much  corporate  controls,  but 
Singleton's  personal  ties.  George 
Roberts,  for  instance,  came  to  the 
company  as  head  of  Vasco  Metals, 
which  became  part  of  Teledyne's  spe- 
cialty metals  business. 

But  times  changed.  Old  hands  re- 
tired. Competition  increased.  Paper- 
work on  government  contracts  mush- 


ABOVE: 

Former  chairman  Henry  Singleton 

RIGHT; 

Tine  new  team:  President  Donald  Rice  (left) 
and  Chairman  William  Rutledge 
Replacing  Singleton's  old 
loose  federation  with  a  more 
centralized  organization. 


roomed,  oxerloading  Teledyne' 
small,  autonomous  units.  Singleto 
turned  over  day-to-day  managemen 
as  chief  executive  in  1986  to  Robert? 
a  highlv  capable  man,  but  himsci 
aging;  Roberts  was  67  in  1986.  Th 
informal  controls  faltered:  Loos 
reins  became  license  as  some  old 
timers  failed  to  adapt  to  the  mor 
rigorous  go\'ernment  contract  gam 
and — as  at  Teledyne  Relays — tloutc<i 
the  rules. 

The  task  of  righting  the  compan' 
now  falls  to  Chairman  and  Chief  Ex 
ecutive  William  P.  Rudedge,  51 
brought  into  Teled)'ne  in  1986  froo 
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MC  Corp.  Rutledge's  background  is 
Iso  specialty  metals,  a  $700  million 
revenues)  busmess  for  Teledyne, 
rocessing  the  likes  of  zirconium,  tita- 
ium  and  tungsten.  As  his  number 
^vo,  Rutledge  has  recruited  former 
dr  Force  Secretary  Donald  B.  Rice, 
4,  a  former  defense  analyst  who 
urned  around  the  Rand  Corp.,  then 
eorganized  the  Air  Force  unticr  Pres- 
ient  Bush. 

Their  first  job  is  to  repair  Tele- 
[yne's  damaged  credibility.  "We  are 
eviewing  evetything  we  do  to  ensure 
whatever  we  commit  to  the  customer, 
</c  comply  with,"  declares  Rutledge. 


''A  positive  relationship  at  even'  level 
of  government  is  critical." 

In  the  past  year  alone  three  subsid- 
iaty  presidents  have  quit  or  been  fired 
and  another  has  been  reprimanded 
for  ethics  problems.  Likewise,  three 
vice  presidents,  nine  managers  and  a 
technician  have  quit  or  been  fired. 
Last  tall  Teledyne  pleaded  guilty  to  35 
counts  of  falsifying  militaiy  relay  tests 
and  paid  a  $17.5  million  fine.  It  set- 
tled claims  of  faulty  testing  of  missile 
transponders  for  $10  million  in  July. 
In  August  it  agreed  to  plead  guilty  to 
three  counts  of  lying  to  disguise  com- 
missions on  militaiy  sales  to  Taiwan 


and  to  pay  a  $1.5  million  fine. 

Even  if  some  of  the  charges  have 
been  hyped,  the  pattern  seems  to 
show  a  company  with  lax  controls. 

Singleton's  old  loose  federation  is 
being  replaced  by  a  more  centralized 
organization.  In  July  Rutledge  and 
Rice  consolidated  56  of  Teledyne's 
small  companies  into  12,  reducing  its 
total  to  just  21  from  130  at  the  peak  in 
1990.  That  raises  the  average  sales  of 
each  unit  from  about  $40  million  to 
$120  million.  Gone  in  the  process  is  a 
whole  layer  of  1,200  group  execu- 
tives, company  presidents  and  staff- 
ers, bringing  the  payroll  down  to 
about  22,000.  Next  to  be  cut  back: 
Teledyne's  18  million  square  feet  of 
plant  space. 

Coincidentally,  two  other  con- 
glomerates Singleton  has  big  stakes  in 
through  Unitrin  are  also  restructur- 
ing: Litton  Industries  and  Curtiss- 
Wright  Corp. 

Whatever  the  ultimate  weakness  of 
Henty  Singleton's  system,  there  can 
be  no  denying  that  he  bought  some 
fine  businesses;  he  knew  how  to  pick 
'em.  Those  specialty  metals  compa- 
nies sell  products  priced  by  the 
pound,  not  by  the  ton.  The  company 
has  plowed  almost  half  its  capital 
spending  in  recent  years  into  rolling 
mills  and  other  metals  projects,  bet- 
ting on  a  rebound  in  this  profitable 
but  cyclical  business.  Teledyne  is  also 
looking  to  commercialize  more  of  its 
militaty  hardware  and  go  after  more 
foreign  sales,  today  about  20%  of  its 
total.  Overall  defense  cuts  mean  "the 
tide  is  dropping  for  all  boats,"  says 
Rutledge,  "but  electronics  won't 
have  as  big  a  drop." 

In  Singleton's  last  years  the  empha- 
sis was  on  divestiture,  not  growth.  But 
Rutledge  and  Rice  have  set  the  ambi- 
tious goal  of  doubling  Teledyne's 
sales  to  $5  billion  by  decade's  end. 
They  are  on  the  hunt  again  for  acqui- 
sitions— and  even  eyed  the  McDon- 
nell Douglas  helicopter  business  but 
decided  it  was  a  bad  fit.  "The  central 
path  will  be  internal  growth,"  de- 
clares Rutledge.  "We  have  more  ra- 
tionalization work.  But  we're  grow- 
ing the  business." 

How  does  Singleton  feel,  watching 
from  his  ranch  with  $175  million  of 
Teleciyne's  stock.>  He's  not  saying,  but, 
says  Rice,  his  word  to  die  new  managers 
is:  "Let's  get  on  with  it."  ■■ 
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A  smart  company  treats  its  employees  well, 
but  too  much  touchy-feely  can  be  a  bad  thing. 
Consider  Tandem  Computers. 

A  too  proud  papa 


By  Dyan  Machan 

James  Treybig,  president  and  chief 
executive  officer  of  Tandem  Comput- 
ers Inc.,  threw  a  temper  tantrum. 
United  Airlines  in  San  Francisco  told 
him  that  he  was  being,  bumped  up  to 
first  class.  No  way,  he  insisted.  He 
demanded  his  egalitarian  right  to  sit 
in  coach. 

That  was  a  few  years  back,  but 
Treybig,  now  52,  hasn't  changed.  'T 
won't  sit  in  front  if  my  employees 
have  to  sit  in  the  back,"  he  says,  and 
continues  even  in  tough  times  to  take 
fond  care  of  those  who  work  for  his 
Cupertino,  Calif. -based  companv. 

Tandem  employees  receive  sabbat 
icals  to  "find'"  themselves,  attend 
workshops  to  study  Tandem  values 
and  swim  in  the  company  pool.  '•'We 
always  felt  that  if  you  treat  employees 
right,  they  will  work  hard  and  that 
loyalty  will  pay  off,"  says  Treybig. 

For  a  long  time  it  certainly  seemed 
to  pay  off.  Started  in  1974  with  a 
venture  capital  check  of  $1  million 
from  Kleiner  &  Perkins,  Tandem 
went  public  in  1977  and  hit  $  1  billion 
in  revenues  in  1987. 

But  a  couple  of  years  ago  things 
started  going  wrong.  Tandem's  rec- 
ord year  was  1990,  \\'hen  it  earned 
$122  million  on  revenues  of  $1.9 
billion.  In  1991  net  income  dropped 
to  $35  million,  and  in  1992  the  com- 
pany lost  $41  million.  For  the  nine 
months  ended  June  30,  Tandem  lost 
$521  million  on  revenues  of  $1.48 
billion.  Of  the  loss,  $451  million 
came  from  writeoff's,  but  the  company 
was  in  the  red  from  operations,  too,  to 
the  tune  of  $20  million  (the  balance  is 
made  up  of  other  reser\'es).  Its  stock, 
as  high  as  37%  in  1987,  was  rccendy 
at  91/4. 

Have  Tandem's  10,000  royally 
treated  employees  let  Treybig  down.^ 
Not  really.  Thev  remain  as  dedicated 
as  ever.  What  let  Treybig  down  v/as 


Tandem  Computers'  James  Treybig 
Forced  to  grow  up  and  face  reality. 


his  vision.  To  his  credit,  he  had  come 
to  believe  that  one  key  to  Tandem's 
success  was  the  felkwship  and  creatix  - 
ity  his  management  philosophy  en- 
couraged. But  he  seems  to  ha\'e  un- 
derplayed the  importance  of  the  fact 
that  Tandem  had  gotten  to  where  it 
was  because,  in  its  glory  years,  its 
products  hit  the  market  first  with  the 
most.  When  times  changed,  Tandem, 
secure  in  its  touchy-feely  world,  fell 
behind. 

In  1975  Tandem  introduced  com- 
puter systems  that  wouldn't  crash — 
called  fault-tolerant  systems — at  a 
time  when  such  crashes  were  com- 
mon and  devastating. 


Tandem's  computers  were  mainly 
proprietaiy,  closed  systems;  thev 
could  rtm  onh'  software  compatible 
with  Tandem's  own  Guardian  operat- 
ing system.  As  with  IBM,  customer^ 
who  started  with  Tandem  were  there 
fore  locked  in.  By  the  mid-1980s  the 
desktop  revolution  began  taking  hold 
and  companies  started  shifting  away 
from  big  s\'stems  to  use  smaller,  less 
expensive  client/server  systems — \ 
desktop  machines,  called  clients,  that 
could  call  on  more-powerfiil  comput- 
ers, called  ser\'ers,  for  additional  infor- 
mation as  needed. 

This  was  bad  news  for  makers  01 
closed  systems  like  Tandem.  The  new 
systems  had  open  stancJarcis,  allowing 
different  companies'  hardware  to  be 
hooked  up  together. 
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Treybig  ignored  the  market 
:haiiges.  He  didn't  believe  customers 
vould  trust  the  smaller  client/servers 
)ver  the  mainframe.  "Tandem  had  a 
;reat  product  and  strong  culture,  and 
freybig  believed  it  was  forever,"  says 
nvestment  banker  Stephen  Smith  of 
Broadview  Associates. 

In  1986  Treybig  predicted:  'Tn  the 
slineties  there  will  only  be  three  com- 
)uter  companies — IBM,  Tandem  and 
)igital."  What  a  call!  All  three  arc 
today  in  serious  trouble. 

 1     In  1 989  Treybig  decided 

I  to  go  for  the  gold.  Tandem 
would  go  head-to-head 
with  IBM  and  compete  for 
very  large,  multimillion- 
dollar  proprietary  systems. 
To  do  so,  it  raised  its  mar- 
keting and  administration 
costs  33%  between  1989 
and  1992.  But  even  as  gross 
margins  shrix'eled,  Treybig 
didn't  stop  spending.  For 
the  nine  months  of  1993, 
Tandem's  marketing  and 
administration  costs  were 
43%  of  sales,  compared 
h  with  about  30%  at  rival 

IbyM  Stratus  Corp. 
^^^1  Meanwhile,  Tandem  was 
^^^H  losing  ground  in  its  basic 
^^^1  business.  In  1992  about 
^^^1  half  of  new  sales  in  fault- 
^^^H  tolerant  systems — a  market 
HH|  that  Tandem  once 
owned — went  instead  to 
Stratus,  Sequoia  and  Digi- 
tal Equipment. 

"His  solution  for  earn- 
igs  problems  was  to  grow,"  says 
"homas  Perkins,  Treybig's  backer 
nd  now  Tandem's  chairman.  "Jim- 
ly  is  more  oriented  to  growth  on  the 
op  line  than  to  controlling  costs  and 
queezing  the  last  nickel." 

Last  year  Treybig  made  an  attempt 
0  cut  costs,  shuttering  two  plants, 
elling  another  and  reducing  staff  by 
>%.  As  is  typical  of  the  man,  he  did  so 
lurnanely.  So  his  cuts  were  reluctant, 
nd  the  departing  employees  left  with 
ienerous  payouts. 

Reality  has  finally  caught  up  with 
Tcybig.  In  July  he  cut  much  deeper, 
lying  off  around  1,800  more  em- 
iloyees,  and  mandating  a  5%  average 
ut  in  compensation  for  all  employ- 
es. The  company  swimming  pool 
emains  open,  and  sabbaticals  are  still 


An  enigmatic 
personality 


Jimmy  Treybig  grew  up 
in  Bellaire,  Tex.,  a  shy  kid 
with  an  analytical  mind. 
While  other  high  school 
boys  were  obsessed  with 
chasing  girls,  Treybig  en- 
joyed working  at  his 
math,  or  rebuilding  car  en- 
gines with  his  dad,  a  Tex- 
aco geophysicist. 

Armed  with  an  engi- 
neering degree  from  Rice 
University  and  an  M.B.A. 
from  Stanford  Business 
School,  Jimmy  Treybig 
hit  the  job  market  in  1968. 
As  a  summer  intern  the 
previous  year,  he  had  met 
Thomas  Perkins,  now  a 
prominent  San  Francisco 
venture  capitalist,  then 
running  a  computer  divi- 
sion at  Hewlett-Packard. 

Starting  as  Perkins'  as- 
sistant, Treybig  eventually 
became  a  division  mar- 
keting manager.  The  intro- 
verted Treybig  seemed  an 
unlikely  choice  for  a  mar- 
keting job.  "My  wife 
used  to  have  to  push  me  out 
of  the  car  to  make  sales 
calls,"  he  recalls. 

In  1972  Perkins  left 
Hewlett-Packard  to  start 
his  venture  capital  firm, 
Kleiner  &  Perkins,  which 
backed  Genentech  Inc. 
and  Lotus  Development 
Corp.,  among  others.  A 
year  later  Treybig  joined 
the  Perkins  firm.  There 
he  came  up  with  the  idea  of 
creating  tault-tolerant 
computing:  using  parallel 
hardware,  so  that  if  one 
system  came  down,  anoth- 
er would  pick  it  up  with- 
out missing  a  beat — hence 
the  company  name.  Tan- 
dem. Perkins  wrote  a  check 
for  $1  million,  anci  Tan- 
dem Computers  Inc.  was 
born. 

Like  a  lot  of  the  com- 
panies Perkins  was  involved 
with.  Tandem  bore  more 


than  a  passing  resemblance 
to  Hewlett-Packard:  a 
somewhat  paternalistic  at- 
mosphere, a  flattened  hi- 
erarchy and  profit  sharing. 
Treybig  not  only  em- 
braced those  concepts,  but 
took  them  to  extremes: 
employee  sabbaticals,  com- 
pany beer  blasts,  the  fly- 
ing of  dozens  of  employees 
and  their  companions  to 
Maui  and  other  glamorous 
locations  for  bonding  ses- 
sions. And,  of  course,  plen- 
ty of  stock  options  liberal- 
ly spread  around. 

As  Tandem  prospered, 
Treybig  came  out  of  his 
shell.  He  divorced  his 
wife  of  more  than  1 5  years 
and  blossomed  into  the 
life  of  the  part)^  "Treybig  is 
like  one  of  Peter  Pan's 
lost  boys  who  never  wanted 
to  grow  up,"  says  a  com- 
puter expert  who  turned 
down  a  Tandem  job 
offer. 

A  fellow  passenger  re- 
calls Treybig  on  an  interna- 
tional flight  in  the  early 
1980s,  working  the  plane, 
malcing  friends,  and  then 
im'iting  them  to  a  party  at 
Treybig's  hotel,  with  the 
airline  crew  members  join- 
ing the  fiin.  But  his  un- 
derlying personalit)'  hasn't 
changed.  Behind  that 
open,  down-home  Texas 
st\'le  is  a  war\'  man  who 
tends  to  change  the  subject 
when  an  interviewer  tries 
to  press  him  about  personal 
matters. 

In  1980  Jimmy  Trey- 
big bought  a  new  home 
overlooldng  San  Francis- 
co Bay.  He  decided  he 
didn't  like  it,  leveled  al- 
most the  whole  thing  and 
started  from  scratch. 
Treybig  is  now  called  upon 
to  show  the  same  flexibil- 
ity^ with  the  company  he 
built.  -D.M.  H 
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Tandem  Co|Tiputers 


Suzuki  Motor  hasn't  made  much  impression 
in  the  U.S.  and  Europe, 
but  it's  a  big  world  out  there. 

A  4  billion 

people 

mairket 


encouraged,  but  the  employee  stock 
ownership  plan — once  ven,'  gener- 
ous— lias  been  canceled. 

In  July  Tandem  finally  introduced  a 
more  povverflil  expandable  computer 
with  an  open  system  offering  the 
fault- tolerance  on  which  it  built  its 
name.  It  sells  for  as  little  as  S25,000. 
The  company  is  pinning  much  of  its 
hope  on  the  new  machines. 

But  Tandem  is  a  year  late  entering  a 
market  already  crowded  with  compet- 
itors. Nor  is  fault-tolerance  the  selling 
point  it  once  was.  Today  many  high- 
performance  computer  makers  offer 
"highly  available"  systems,  claiming 
that  downtime  is  usually  less  than  a 
second,  acceptable  for  most  business- 
es. Now,  moreover,  it  is  the  software 
that  is  important;  hardware  is  almost  a 
commodity. 

Will  Treybig  soon  be  made  to  walk 
the  plank.^  He  is  just  about  the  only 
founder  of  a  major  computer  compa- 
n)'  who  is  still  running  his  own  show 
today.  Apple  Computer's  Steve  Jobs, 
Digital  Equipment's  Kenneth  Olsen, 
Compaq  Computer's  Rod  Canion 
and  .Amdahl's  Gene  Amdahl  all 
jumped  or  were  tossed  out  when  their 
companies  ran  into  walls. 

"■An  outsider  might  have  cut  costs 
sooner,"  concecies  Chairman  Per- 
kins, "but  now  we've  done  that,  and 
Jimmy's  strength  is  finding  revenue 
growth.  We've  now  got  the  right 
products  and  the  right  cost  structure. 
What  else  is  there.*"  Perkins  adds  that 
he  purchased  1  million  shares  in  Au- 
gust at  about  $10  a  share  as  a  sign  of 
his  faith,  nearly  doubling  his  stake. 
What  if  red  ink  continues  to  flow.* 
"We're  not  married  to  him,"  Perkins 
replies.  "A  year  from  now,  if  profits 
aren't  substantially  better  ..."  Per- 
kins hesitates  and  says,  "...  Well, 
maybe  my  head  should  roll." 

For  his  part  Treybig  says  he's 
pumped  up  about  Tandem's  new  di- 
rection and  is  still  ven  committed  to 
the  company  he  founded.  But  he  is 
quick  to  add  that  if  the  board  wanted 
him  out,  he  wouldn't  put  up  a  fight. 
In  fact,  he  says  cheerily,  "If  they  don't 
want  me  around,  I'll  go  lay  on  a 
beach." 

The  moral  of  this  stoiy  is  not  that 
you  shouldn't  make  employees  feel 
loved;  you  should.  The  moral  is  that 
you  shouldn't  regard  the  trappings  of 
success  as  the  cause  of  success  ■! 


By  Gale  Eisenstodt 

First  impressions  tell  a  lot.  Visitors 
to  Suzuki  Motor's  spartan  headquar- 
ters in  Hamamatsu,  a  cit\'  two  hours 
by  bullet  train  from  Tokyo,  are  greet- 
ed not  by  a  human  being  but  by  signs 
in  English  and  Japanese  saying,  sorrv', 
no  receptionist.  Visitors  shoulci  please 
use  the  lobby  telephone  to  contact 
the  person  they  have  come  to  see. 

"We  are  a  small  company,"  Presi- 
dent Osamu  Suzuki  repeatedly  tells 
Forbes.  Suzuki,  a  handsome  63,  has 
run  the  company  since  1978,  after 
marr)'ing  into  the  founding  family 
and,  Japanese  fashion,  adopting  the 
Suzuki  name.  Suzuki  has  only  one- 
eighth  the  revenues  of  Toyota  Motor, 
but  it  isn't  really  small.  Suzuki  this 
year  will  sell  1 .45  million  cars  anci  1.7 
million  motorcycles  for  around  $12 
billion,  and  last  year  it  netted  $181 
million.  But  it  thinks  like  a  small 
company,  counting  pennies,  avoid- 
ing, where  possible,  butting  heads 
with  industry  giants. 

Suzuki  Motor's  name  is  blemished 
in  the  U.S.  from  a  1988  Consumer 
Reports ch\m  that  its  four-wheel  drive 
Samurai  tended  to  flip.  Pardy  as  a 
result,  in  the  first  six  months  of  this 
year  Suzuki  sold  just  10,092  vehicles 
under  its  name  in  the  U.S.,  but  it 
supplied  another  70,000  vehicles  to 
GM  for  sale  here  mostly  from  its  50-50 
Cami  Automotix'e  joint  venture  with 
GM  in  Canada. 

Suzuki  Motor  is  a  relatively  small 
player  m  cars  in  Europe,  too.  Its  joint 
N'enture  with  Santana  Motor  in  Spain, 


which  began  production  in  1985,  is 
losing  money,  and  its  venture  in  Hun- 
gar\',  which  began  production  last 
October,  is  off  to  a  slow  and  protract 
ed  start. 

Suzuki's  competitively  priced  Es- 
cudo  recreational  vehicle  is  popular  in 
Japan,  but  Osamu  Suzuki  doesn't  see 
much  growth  at  home. 

So,  where  does  Suzuki  sell  all  those 
vehicles?  And  how  come,  in  a  year 
when  even  mighty  Toyota  saw  profits 
tumble  by  over  25%,  Suzuki's  profits 
declined  less  than  4%  for  the  fiscal  year 
ended  this  March. 

The  answer  is  that  Osamu  Suzuki, 
like  a  good  general,  hits  the  competi- 
tion where  it  isn't.  The  competition 
likes  selling  high-priced,  loaded  cars 
to  affluent  consumers.  Fine,  Suzuki 
will  build  low-cost  minicars  and  sub- 
compacts  and  sell  them  in  the  less 
affluent  parts  of  the  world.  Says  Presi- 
dent Suzuki:  "Four  billion  people  live 
where  cars  are  not  used  much  yet. 
That  is  the  market  we  are  after."  In 
India,  Suzuki  has  a  76%  market  share 
in  automobiles,  and  a  66%  share  in 
Pakistan.  Suzuki  sold  more  cars  in 
China  last  year  than  any  other  Japa-i 
nese  car  manufacturer  (more  than 
twice  as  many  as  Toyota),  and  in 
Indonesia  it  is  second  only  to  Toyota.  | 
Four  out  of  ten  of  the  1.4  million 
xehicles  Suzuki  sold  last  year  were 
built  abroad,  usually  from  knock- 1 
down  kits. 

Suzuki  gets  into  these  markets  by 
forming    partnerships,  sometimes 
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activates  automatically  when 
doors  are  locked -these,  too, 
are  luxuries  beyond  tradition, 
and  niceties  you  will  inevitably 
come  to  call  necessities. 

The  Diamante  kS.  Filled  ^' 
with  new  automotive  thinking. 
Squarely  in  the  front  rank  of 
luxury  performance  sedans. 
Call  1-800-447-4700  for  7 
your  nearest  dealer  V; 


MITSUBISHI 


The  New  Thinking  in  Automobiles 


Suzuki  Motor 


I'  Osamu  Suzuki, 
I  president  of 
?  Suzuki  Motor 

Like  a  good 

general, 

he  hits 

the  competition 
where  it  isn't. 


with  government  entities.  "We  can't 
afford  to  go  it  alone,"  he  poor- 
mouths.  In  India,  Suzuki  Motor  has 
been  teamed  witli  the  Indian  govern- 
ment-controlled Maaiti  Udyog  since 
1982  to  produce  800cc  cars.  Last  year 
Suzuki  raised  its  stake  in  the  Maruti 
joint  venture  from  40%  to  50%  anci  is 
expanding  capacity  from  130,000 
units  to  200,000  by  1994.  A  large 
part  of  its  output  is  exported  to  East- 
ern Europe,  Nepal  and  Bangladesh. 

Now  larger  Japanese  auto  firms  are 
moving  into  India  and  Pakistan.  In 
Pakistan,  Toyota  began  producing  its 
Corolla  in  April,  and  Honda  plans  to 
start  car  production  next  year.  But  of 
India's  fast-growing  middle  class  only 
a  small  fraction  can  afford  the  cost  and 
h-iel  consumption  of  a  full-size  car. 

The  Chinese  would  no  doubt  like 


to  do  deals  with  much  larger  compa- 
nies than  little  Suzuki.  "The  Chinese 
would  prefer  to  tie  up  with  a  Toyota," 
says  Suzuki  frankly,  but  Tovota  and 
most  other  major  Japanese  car  makers 
have  limited  their  deals  with  China  to 
technical  collaborations.  So  in  April, 
Suzuki  Motor  expanded  a  ten-year- 
old  licensing  agreement  with  one  of 
its  four  Chinese  government  partners 
into  a  joint  venture.  Suzuki  thus  be- 
came the  first  Japanese  firm  to  take  an 
equit)'  stake  in  a  venture  to  make 
passenger  cars  in  China — mosth'  for 
taxis. 

"Suzuki  is  an  extremely  flexible 
firm,"  says  an  envious-sounding  Yu- 
kitoshi  Funo,  a  deput\'  general  man- 
ager in  Toyota's  Asia,  Oceania  and 
Middle  East  planning  division. 

Flexible  and  tanaticallv  cost-con- 


scious, Suzuki  will  often  design  its 
cars  so  that  they  can  use  the  same  parts 
that  parts  suppliers  make  for  its  bigger 
competitors.  "We  make  small  cars,  so 
we  worry  about  cutting  costs  by  even 
one  yen,"  Suzuki  says. 

The  company  generally  ships  all  key 
components,  like  engines  and  trans- 
missions, from  Japan.  They  are  cheap- 
er to  make  at  its  own  home  factories, 
and  it's  easier  to  control  qualit}'. 

In  India,  notorious  for  poor  qualit}' 
control,  Suzuki  has  gone  to  great 
lengths  to  ensure  that  India  keeps  to 
Japanese  standards.  It  has  also  per- 
suaded 43  often  reluctant  Japanese 
parts  firms  to  invest  in  India;  the 
Suzuki-Maruti  venture  now  achieves 
95%  local  content. 

Here's  a  giant  company  that  be- 
came that  way  b)'  thinking  small.  Hi 
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Eruption  of  Kilauea  volcano  on  Hawaii 


^^When  you^re  working 
on  a  volcano,  your  equipment 
and  wits  can't  fail  you/' 


— Dr.  Michael  Garcia 


one  of  the  most  active  in 
the  world. "It's  the  premier 
place  to  study  how  volcanoes 
work,"  he  said. 

Dr.  Garcia  has  been 
gathering  data  on  Kilauea 
since  1978.  When  he  is 
not  in  the  lab  conducting 
chemical  analyses  of 
lava,  Garcia  is  in  the  field, 
measuring  intervals  between 
fire-fountain  pulses  and 
plucking  samples  from  lava 
rivers.  He  believes  that  a 
keener  understanding  of 
the  volcano  and  its  internal 
structure  can  help  scientists 


Earthquakes  rock  the  black,  rippled 
terrain.  Fire  fountains  explode  from  the 
mountain's  side.  Iridescent  orange  lava,  as 
hot  as  2100°  F,  sweeps  down  the  volcano's 
flanks  in  thin  sheets  and  swift  rivers. 
The  air  is  filled  with  the  roar  of  molten 
rock  slamming  against  a  crater  wall. 
It  rains  pumice. 

This  is  Kilauea,  which  ascends 
majestically  from  the  floor  of  the 
Pacific  and  disgorges 
a  continuous  * 
stream  of  lava 
that  can  fill  a 
large  stadium  in 
less  than  a  day. 
Professor  Michael  Garcia 
has  devoted  his  career 
to  exploring  the  mys- 
teries of  volcanoes, 
particularly  Kilauea, 


Dr.  Michael  Gar 


Magma  conduits  inside  Kilauea 

better  anticipate  eruptions. 
Working  in  such  a  hostile 
environment,  Garcia  must  rely 
on  his  experience,  instinct  and 
equipment.  "You  have  to  respect 
Kilauea's  might— especially  when 
you  feel  it  rumbling  beneath 
your  feet,"  he  said.  Demanding 
the  highest  standards  firom  his 
instruments.  Dr.  Garcia  insists 
that  they  be  rugged  and  reliable. 
It's  little  wonder  that  he  has 
chosen  a  Rolex  Oyster 
Perpetual  as  'uli/* 

ROLEX 


his  timepiece. 


Rolex  Oyster  Perpetual  Date  Chronometer  in  stainless  steel  with  matching  Oyster  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc..  Dept.  9~i',  Rolex  Building,  665  Fifth  Avenue ,  New  York.  N.Y.  10022-5383. 

Rolex,  #,  Oyster  Perpetual  and  Oyster  are  trademarks. 


Beware  of  diversity  consultants. 
They  are  browbeaters,  purveyors  of 
snake  oil  and  layers-on  of  guilt. 

Effronteiy  and 
Gall,  Inc. 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  ttie  Hoover  Institution 

in  Stanford,  Calif. 


Television  characters  like  J.R.  Ewing 
in  Dallas  may  have  portrayed  busi- 
nessmen as  Machiavellian  devils  but, 
in  some  respects  at  least,  businessmen 
seem  much  more  likely  to  be  patsies 
than  predators. 

For  years  now,  the  Capital  Re- 
search Center  in  Washington  has 
been  documenting  how  corporate 
America  has  been  bankroUing  all 
sorts  of  left-leaning  groups,  whose 
programs  attack  or  undermine  the 
free  market  in  general  and  big  corpo- 
rations in  particular.  When  develop- 
ers subsidize  environmental  extrem- 
ists, and  employers  contribute  mon- 
ey to  groups  seeking  to  have 
government  deny  those  employers 
the  right  to  hire  v/hatever  individuals 
can  do  the  job  best,  then  something 
ver\'  strange  is  going  on. 

An  even  stranger,  and  perhaps 
more  dangerous,  development  has 
been  the  hiring  of  so-called  "diversity' 
consultants"  by  big- name  corpora- 
tions all  across  the  counti")'. 

These  "diversity'  consultants"  will 
come  in  to  harangue  your  employees 
with  the  latest  trendy  notions  on  race 
And  ethnicit)'.  Or  they  will  arrange 
weekend  retreats  where  they  can 


browbeat  the  staff  and  management. 
They  put  out  brochures,  videotapes, 
newsletters,  or  anything  else  that 
will  send  out  The  Word  and  bring  in 
the  money. 

These  professional  intimidators 
don't  come  cheap.  The  more  skilled 
or  brazen  of  them  charge  thousands 
of  dollars  per  day — and  many  will  not 
work  by  the  day,  but  insist  on  a  long- 
term  contract. 

What  are  their  skills?  What  are 
their  credentials?  What  benefits  can 
they  promise? 

Their  skills  are  considerable.  They 
have  been  known  to  reduce  some 
employees  to  tears  with  their  badger- 
ing, sneers  and  insinuations,  just  as 
they  have  been  known  to  reduce  some 
college  students  to  tears  when  they 
take  tlieir  act  onto  the  campus. 

They  are  great  at  laying  on  guilt 
trips  or  getting  personal  in  a  nast)' 
way.  Often  they  treat  adults  like  chil- 
dren— or  like  guinea  pigs. 

Sometimes  they  ask  the  employees 
to  line  up  and  those  who  are  religious 
to  step  to  the  right,  those  who  belie\  e 
that  they  are  not  racists  to  step  for- 
ward, and  so  on.  Above  all,  the  "di- 
versity" t)pes  do  not  discuss  on  the 
same  plane  with  others.  The)'  lay 
down  the  social  dogma  from  on  high. 

Credentials?  Merely  asking  such  a 
question  is  like  asking  to  be  accused  of 
"insensitivity,"  if  not  racism.  There 
are  no  formal  credentials  required  to 
be  known  as  a  "diversit)'  consultant." 
Effronteiy  and  gall  are  prett\'  much 
the  essentials.  They  are  the  secular 
\  ersions  of  Elmer  Gantry. 

What  benefits  do  they  promise  to 
employers?  Usually  nothing  tangible 
that  you  can  see  any  time  soon.  That 
would  be  "simplistic" — and  not  ven' 
profitable  to  the  consultants. 


The  relationship  between  emplo\| 
ees  of  different  racial  and  ethni 
backgrounds  is  supposed  to  be 
great  m)'stery,  whose  unravclin 
will  require  much  time  and  muc 
"re-education." 

Black  and  white  employees  wh. 
were  watching  the  same  T\'  program 
at  home  the  previous  night,  and  per 
haps  eating  the  same  junk  food  at  th 
mall  during  lunchtimc,  are  taught  tt 
think  of  each  other  as  exotic  creature 
from  difTerent  worlds — unable  to  un 
cierstand  each  other,  except  with  th' 
painful  and  expensive  help  of  "diver 
sity  consultants." 

How  did  businesses — or  the  coun 
tr\' — manage  to  keep  from  coming 
apart  all  those  years  before  thes« 
secular  messiahs  arrived  on  the 
scene?  More  important,  why  doesn' 
someone  demand  that  they  put  up  o 
shut  up? 

Have  businesses — or  colleges— 
that  go  in  for  this  kind  of  bombast  hac 
happier  relations  among  the  variou; 
racial,  ethnic  or  other  groups  after 
ward?  Or  is  it  always  "too  early  to  set 
results  yet"?  In  academia,  the  result! 
seem  to  be  that  colleges  which  go  ir 
for  this  kind  of  brainwashing  have 
more  intergroup  strife  than  before 
and  more  than  colleges  where  no  such 
programs  exist. 

Businesses  that  persist  in  subjecting 
their  employees  to  this  kind  of  indig- 
nity,' may  see  lawsuits  for  stress  before 
they  see  any  tangible  benefits.  As  one 
who  deplores  the  litigation  explosion, 
I  nevertheless  think  a  few  multi- 
million-dollar damage  awards  would 
be  a  ver\'  healthy  thing,  to  help  restore 
sanit}'  and  common  decency  where 
these  qualities  are  currently  taking  a 
back  seat  to  being  on  the  side  of  the 
politically  correct  angels. 

Both  the  patterns  of  corporate  phi- 
lanthrop)'  to  their  political  enemies 
and  the  susceptibilitA'  of  corporate 
management  to  such  unproxen  nos- 
trums as  "diversit)'  consultants"  may 
suggest  a  death  wish  to  the  more 
psychologically  inclined.  A  more  ra- 
tionalistic explanation  might  be  that  it 
is  all  for  the  sake  of  public  relations, 
even  if  the  top  corporate  executi\'es 
themselves  think  it  is  bunk. 

Whatever  the  explanation,  it  is 
bad  business  in  the  long  run,  not 
only  for  business  itself  but  for 
this  country.  H 
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uniquely  designed  to  shmk  fuel  costs. ' 
i  lB     And  continents. 

.■'."■^'''1- ■ '  ■  ■•  -jy- .    v.,  ■  ■  ,     ■  ■■■ 


The  NewLearjet  60 


 I  It's  no  surprise  that  this  aircraft's  speed  and  2750-nni  range  can  save  you  precious  time.  It  is, 

after  all,  "a  Learjet.  And  while  its  stand-up  cabin,  private  aft  restroom  and  avionics  suite  are  impressive,  the  truly 
remarkable  fact  is  this:  You  can  operate  the  midsize  Learjet  60  on  less  fuel  and  money  than  anything  else  in  its  class. 

Credit  sleek  aerodynamics  and  computer-optimized  PW305A  engines.  They  can  annually  save  thousands  of  gallons 
of  fuel  over  any  other  midsize  jet.  The  Learjet  60  even  burns  less  fuel  than  over  half  the  light  jets  delivered  last  year 
Which  is  why  it  looks  as  good  on  paper  as  it  does  in  the  air  pgl  |  •  ^^X, 

Let  us  demonstrate  what  the  world's  most  efficient  midsize  jet  can  save  you.  I  |  |G  L 

Call  Ted  Farid,  Vice  President  Marketing  and  Sales,  at  (316)946-2450  ext.  244,  i  ^  ^ 

or  Fax  (316)946-3235.  Nothing  else  comes  close: 


©1993  Leaflet  Inc. 


Insurers  pay  billions  of  dollars  on  suspicious  claims. 
Why  are  they  such  patsies?  Because  it's  easier 
to  pass  along  the  costs  to  the  public  than  to  risk 
getting  sued  for  "bad  faith"  denial. 

Low-Hsk  crime 


By  Carolyn  T.  Geer 


Scene  of  the  crime?  Shaou!  i  s  i  j  r.  was  having  a  t>^rty  in  the  loft 
above  his  antique  shop  when  a  thief  stole  a  million-dollar  painting. 
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"As  we  enter  the  21st  century,  I  believe  that 
globalization  will  progress  to  a  point  much 
further  than  any  of  us  can  foresee." 

1^  Jong-Hyon  Chey 

H|k^  Chairman  of  the  Sunkyong  Group 


With  annual  revenues  of  more  than  $14  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  US.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNIWON 


Sunkyong  Limited   Sunkyong  Industries   SKC   Sunkyong  Engineering  and  Construction   Yukong  Limited 


INSURANCE 


insurance  claims  rejected  for  suspect- 
ed fraud  is  far  lower — below  1%,  says 
Janet  Bachman,  a  claims  expert  with 
the  American  Insurance  Association. 

Why  don't  the  insurers  take  a 
tougher  stance?  The  question  almost 
answers  itself:  The  risks  and  high  costs 
of  litigation.  An  insurance  company 
that  disputes  a  claim  and  loses  in  court 
faces  the  danger  of  a  multimillion- 
dollar  verdict  for  the  tort  of  bad  faith 
denial  of  an  insurance  claim. 

Jur)' Verdict  Research  Scries  identi- 
fies about  500  bad  taith  cases  against 
insurers  that  went  to  verdict  between 
1986  and  1992.  Punitive  damages 
were  awarded  in  a  bit  more  than  a 
third  of  the  verdicts.  The  mean,  $4.9 
million.  This  is  on  top  of  compensa- 
tory damages,  which  in  bad  faith  cases 
are  awarded  for  "emotional  distress." 
If  an  insurance  company  turns  down  a 
homeowner  like  Shaoul,  that  is,  it 
might  have  to  pay  the  disputed  claim 
anyway,  plus  damages  to  make  up  for 
the  fellow's  hurt  feelings,  plus  puni- 


RIGHT: 

Genuine  Ryder 

BELOW: 

Bogus  Ryder, 
"The  Pirates'  Cove 
Fireman's  Fund 
was  not  fooled. 


tive  damages  to  set  an  example  for 
other  insurance  companies  that  might 
be  so  bold  as  to  deny  a  claim. 

Says  the  aia's  Bachman:  "Most 
times  a  company  suspects  fraud,  with- 
out absolute  proof  it  will  compromise 
a  loss  and  pay  something  to  make  the 
person  go  away.  You're  paying  what 
amounts  to  extortion.  To  defend  a 
bad  faith  suit  costs  at  least  $100,000, 
if  you  win  the  case." 

If  the  insurance  company  doesn't 
w'm>  Says  Bachman:  "If  you  don't, 
well,  then  it  could  be  extremely  un- 
pleasant." Just  ask  Lloyd's  of  Lon- 
don, which  rejected  a  claim  for  fire 
damage  on  a  $280,000  policy,  alleg- 
ing the  claim  was  inflated.  The  policy- 
holders, whose  restaurant  in  Ketchi- 
kan had  burned  to  the  ground,  sued 
and  got  a  $61  million  judgment, 
mostly  punitive  damages.  The  deci- 
sion was  reversed  on  appeal,  but  the 
case  is  dragging  on  back  in  trial  court. 

So,  better  to  let  ten  con  artists  go 
free,  and  just  pass  along  the  cost  in  the 


form  of  higher  premiums,  than  tci 
suffer  one  punitive  damage  award. 
Juries  just  don't  like  insurance  com- 
panies— nor  are  they  wise  enough  to 
understand  that  when  they  gouge 
insurance  companies  they  are  only 
pushing  up  their  own  premiums. 

We  cited  the  Shaoul  case  to  show 
how  obvious  a  fraud  had  to  be  before 
an  insurance  company  would  contest 
it.  Tesoriero,  the  Fireman's  Fund  in- 
vestigator, didn't  deny  the  claim  right 
away.  He  asked  questions.  Could 
Shaoul  document  the  claimed  value 
for  "The  Pirates'  Cove"?  Shaoul  pro- 
duced a  Nov.  15,  1990  letter  from  al 
private  collector  declaring  a  willing 
ness  to  pay  $825,000  for  it. 

Tesoriero  kept  digging.  Then,  inj 
August,  Shaoul  miraculously  recov- 
ered all  the  stolen  merchandise,  or  so 
he  said.  Why,  two  people  just  walked 
into  his  shop  one  day  and  returned 
ever\fthing.  So  never  mind  the  claim 

But  the  little  prank  proved  Shaoul'si 
undoing.  Unbeknownst  to  Fireman's 
Fund,  the  FBI  had  been  investigating 
Shaoul  on  suspicion  of  dealing  in 
forgeries.  A  shop  assistant  leaked 
some  juicy  information — including  a 
photograph  of  "The  Pirates'  Cove" 
in  a  closet  of  the  antique  store  next  to 
the  New  York  Timesot'Un.  11,  1991, 
six  days  after  the  theft  supposedly 
occurred.  He  also  provided  evidence 
that  the  Nov.  15  letter  was  fiction. 
And  he  said  the  painting  was  probably 
a  forgery,  later  testifying  that  Shaoul 
had  repeatedly  tried  and  failed  to  get 
it  authenticated. 

And  the  part)'?  At  trial,  Shaoul  said 
he  was  at  his  loft  working  on  his  other 
career,  moviemaking.  Moviemaking? 
His  film,  Golddiji/fer,  involves  antique 
dealer  Jack  Shamir,  who  finds  a  stolen 
relic  that  turns  out  to  be  a  forger\'  and 
the  object  of  an  insurance  fraud 
scheme.  , 

"A  lie  as  elaborate  as  [Shaoul's]  is] 
ver\'  hard  to  keep  from  unraveling," 
said  Michael  Sommer,  the  assistant 
LT.S.  attorney  who  ended  up  prose- 
cuting Shaoul.  "In  the  end  .  .  .  even 
[Shaoul]  couldn't  remember  all  of  his 
own  lies  and  his  scheme  was  com- 
pletely undone." 

Following  his  conviction  last 
month  for  mail  fraud,  Shaoul  was 
packed  off  to  Manhattan  Correctional 
Center.  He  can  expect  to  spend  at 
least  four  vears  behind  bars. 
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"Wko  s  going 
to  make  sure 
tke  trees 
will  ke  kere 
tomorrow?" 

"Not  an  easy  question. 
But  that  's  wkat  my  son 
asked  tlie  otker  day 
He's  tkinkng  aLout  it. 

just  like  everybody 
He  wants  to  know  if  tlie 
trees  will  still  \)e 
around  wken  lie  grows 
up.  Well,  working  (or 
Georgia-Pacific  like  I  do, 
I  can  tell  kim  we're 
doing  our  part.  Planting 
new  trees  W  tke 
millions.  Setting  aside 
land.  Making  sure 
tke  forests  will  always  ke 
kere.  For  everykody 
Of  course,  I  can't  speak 
for  otker  companies 
out  tkere.  But  I 
know  we're  doing 
wkat's  rigkt." 

Steve  Delfs 
Forester 

Georgia-Ricific  ^ 
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IN  A  NURSERY  BUILTJ 

WITH  A  BOND  INSURE 

NEVER  0\ 


THE 


L  I  T  T 


Listening  to  your  thoughts.  Understanding  your  needs.  Responding  to  your  questions,  comments  and  concerns.  Tk 
are  dozens  of  details  in  every  insured  municipal  bond  transaction.  And  attending  to  them  all  is  the  difference  between  gn 
client  service  and  average.  It's  also  the  difference  between  strong  relationships  and  weak.  Between  exceeding  expectatic 
and  simply  meeting  them.  Between  deals  that  get  done  and  those  that  languish  on  desktops  and  in  committees. 

By  taking  care  of  the  Me  things,  and  keeping  our  eye  on  the  big  picture  as  well,  we  at  AMBAC  have  succeeded 


One  State  Street  Plaza,  New  York,  New  York  10004;  (21Z)  668-0340 


nIEWBORN 
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A  HOSPITAL  FUNDED, 

Y  A  COMPANY  THAT 

IRLOOKS 

E  THINGS. 


'ng  a  solid,  stable  company  whose  insurance  spells  security  and  high  quality  for  tliou- 
;  of  investors  all  across  America.  We're  triple-A  rated.  And  we  can  point  to  a  longer 
i  of  service  than  anyone  else  in  the  municipal  bond  insurance  business, 
f  you've  got  a  deal  waiting  to  be  born,  call  (212)  208-3400.  Well  send  you  our  new 
.  For  the  Life  of  the  Bond. 
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An  ad  for  Jack  Shaoul's  movie 
No  kidding— the  plot  involves  an  an- 
tique dealer  and  an  insurance  fraud. 


But  many  fraudsters  get  off  without 
a  jail  sentence.  With  help  from  the 
National  Insurance  Crime  Bureau, 
the  U.S.  Postal  Inspection  Service  and 
the  FBI  uncovered  a  hospitalization- 
for-profit  scheme  in  Alabama  that 
bilked  insurers  out  of  millions  of  dol- 
lars. Participants  would  purchase 
multiple  hospital  indemnity  policies, 
the  kind  that  pay  up  to  $500  for  every 
day  you're  in  the  hospital.  Then  they 
would  stage  accidents,  pushing  cars 
down  embankments,  scratching  each 
other  up  with  pinecones  and  beating 
each  other  with  bed  slats.  They  would 
get  themselves  hospitalized  and  wait 
for  the  checks  to  come  pouring  in. 

The  organizers  of  diis  scheme  front- 
ed money  for  the  policy  premiums  in 
return  for  a  cut  of  tihe  loot.  There  have 
been  about  40  convictions  so  far,  but 
only  the  ringleaders  are  going  to  jail. 
The  claimants  are  getting  probation 
and  orders  to  make  restitution. 

In  New  Jersey  the  game  is  jumping 
on  board  a  bus  after  it  has  been  in  a 
traffic  accident,  feigning  neck  and  back 
injuries,  running  up  fat  bills  with  coop- 
erating doctors  and  then  submitting 
claims  for  pain  and  suffering.  Punish- 
ment.>  Pretty  mild.  So  far,  one  doctor 
and  two  police  officers  have  been 
indicted  and  could  conceivably  get  jail 
time.  Maybe.  But  the  ghost  riders  face 
civil  fines  only,  $5,000  and  up.  Louis 
Parisi,  head  of  New  Jersey's  insurance 
fraud  division,  defends  the  policy. 
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There's  scarcely  enough  room  in  the 
jails  for  rapists  and  robbers,  he  says, 
and  none  for  bus  jumpers. 

When  fraudulent  claimants  work 
alone,  they  almost  never  get  caught 
unless  they  file  repeat  claims.  A  driver 
in  North  Carolina,  insured '  by  riT 
Hartford,  rear-ended  another  driver 
who  claimed  multiple  injuries  and  lost 
wages.  A  few  months  later,  another 
Hartford  insured  driver  was  involved 
in  a  similar  accident.  Again,  the  victim 
claimed  lost  wages. 

An  alert  insurance  investigator  no- 
ticed that  some  numbers  were  trans- 
posed on  the  letterhead  of  one  of  the 
claimant's  alleged  employers.  Turns 
out  the  "victim"  was  the  same  wom- 
an in  both  accidents,  and  her  "em- 
ployer" in  each  case  was  her  sister. 
The  two  were  arrested  for  submitting 
falsified  insurance  claims.  The  claim- 
ant pleaded  guilty  and  was  ordered  to 
pay  restitution  and  released  on  proba- 
tion. The  sister's  case  is  pending. 

With  small  chance  of  being  caught 
and  scanter  chances  of  severe  punish- 
ment if  caught,  scamsters  see  insur- 
ance as  a  soft  target.  The  ultimate 
victims  are  not  the  companies  but  the 
law-abiding  ratepayers. 

Is  there  any  hope  insurers  are  going 
to  fight  harder  for  their  policyholders' 
money.>  Fireman's  Fund  insists  that  it 
is  doing  so.  It  has  begun  seeking 
sanctions  against  plaintiff's'  lawyers 
who  represent  clients  pursuing  bogus 
claims,  according  to  Rowena  Bishop, 
director  of  the  company's  fraud  inves- 
tigation unit.  In  one  case,  a  lawyer  was 
ordered  to  pay  the  carrier  $65,000 
when  a  judge  found  that  his  clients 
brought  a  lawsuit  based  on  a  staged 
traffic  accident  and  that  he  should 
have  known  what  they  were  up  to. 

Don't  be  surprised  if  the  problem 
gets  worse,  not  better,  in  this  litigious 
society.  State  Farm  Mutual  Automo- 
bile Insurance,  the  largest  underwrit- 
er of  car  insurance,  kept  count  of 
"claims  closed  without  payment  due 
to  fraud" — meaning  the  policyholder 
either  was  persuaded  to  withdraw  or 
was  turned  down.  We'd  lo\'e  to  know 
whether  this  reject  rate  is  going  up, 
but  State  Farm  can't  tell  us.  It  seems  a 
clever  plaintiff" alleging  bad  faitJi  rejec- 
tion of  his  claim  argued  the  insurer 
was  using  the  number  as  a  kind  of 
target  to  reach  a  profit  goal.  So  State 
Farm  no  longer  keeps  the  records. 
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Four  Seasons 
Hotels 

are  pleased  to 
announce  two  additions  to  our 
family  of  fine  hotels: 

New  York 
Milan 


Hotels 

united  states 

Austin 

Boston 

CKicago 

Ckicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(The  Pierre) 

Newport  Beack 

PkilaJelpkia 

San  Francisco 

Seattle 

Waskington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  tkePark) 

Vancouver 

UNITED  KINGDOM 

London 
(Inn  on  tke  Park) 

JAPAN 
Tokyo 

Resorts 

Bali 

Minaki,  Canada 

Nevis,  WI. 

Dallas 
(Las  Coknas) 

Maui 
(Wailea) 

Santa  Barkara 
(Tke  Bikmoie) 

For  reservations,  call  your  travel  counselor,  or  in  tlie  U.S. 
call:  (800)  332-3442i  in  Canada  call:  (800)  268-6282. 


Four  Seasons 

Hotels  ♦Resorts 


Ske  will  collect  your  rumpled  suit  at  7,  press  it  to  perfection,  tken  unfailingly  return  it  to  your  room 
ty  8.  And  wkile  you'll  value  tkis  prompt  service,  you  will  never  pay  a  premium  for  it.  Wliat's  A 
more,  Four  Seasons  valets  can  gently  launder  sLirts  and  dry-clean  silk  blouses  ovemigkt,  so 
your  clotking  will  Le  as  fresk  as  you  are  in  tke  morning.  Suck  dedication  ultimately  ^Q^^-^inC 
ensures  your  kusiness  efficiency  And  demonstrates  tkat  in  tkese  value -conscious    10141  ^GabOrib 
times,  tke  demands  of  your  trip  demand  notking  less  tkan  Four  Seasons  Hotels.  HOtelS^ReSOttS 


Profits  at  the  big  law  firms  are  on  the  rise  again  after 
two  lean  years.  Yet  another  industry  is  learning 
the  meaning  of  productivity. 

A  nervous  upturn 


By  David  Frum 

At  3  p.m.  on  Aug.  24,  39  secretarial 
and  word  processing  staffers  at  the  big 
New  York  law  firm  Shearman  &  Ster- 
ling were  suddenly  summoned  to  a 
meeting.  There  they  were  told  that 
they  no  longer  had  jobs.  Why  was  a 
firm  that  had  just  enjoyed  a  highly 
profitable  year  firing  people  en  masse? 

The  answer,  of  course,  is  that  mass 
firings  are  exactly  how  firms  like 
Shearman  &  Sterling  are  staying  prof- 
itable during  hard  times.  Ag- 
gressive cost-cutting,  in  fact,  is 
the  main  reason  that  nation- 
wide, profits  per  partner 
bounced  back  1.5%  last  year, 
after  plunging  6%  in  1991  and 
2%  in  1990.  Those  numbers 
come  from  the  American 
Lawyer's  recent  survey  of  the 
100  biggest  law  firms. 

In  New  York  Cit\',  where 
one-third  of  the  top  100  firms 
are  situated,  profits  have  re- 
bounded especially  smartly. 
The  New  York  Law  Journal 
estimates  that  New  York  firms 
are  now  again  as  profitable  as 
they  were  in  1989,  at  the  top 
of  the  1980s  boom.  Between  1987 
and  1989,  New  York  City  lawyer 
profits  shot  up  by  50%,  from  $2.2 
billion  to  $3.3  billion.  Profits  tum- 
bled back  to  $2.8  billion  in  1991;  by 
the  end  of  1992,  all  the  lost  money 
had  been  recovered. 

But  not  the  lost  jobs.  The  nation's 
five  biggest  law  firms  have  together 
shed  275  lawyers,  or  about  5%  of  their 
total,  since  1991.  Even  firms  whose 
legal  work  forces  have  grown,  like 
New  York's  Cravath,  Swaine  & 
Moore,  emplo\'  fewer  administrative 
stalf:  at  Cravath,  681  at  the  end  of 
1992,  versus  770  at  the  end  of  1989. 

Cost-cutting  is  noticeable  every- 
where. Your  lawyer's  oflice  probably 
no  longer  has  a  receptionist  on  even,' 


floor.  All  but  the  most  senior  lawyers 
share  secretaries;  messages  are  left  (jn 
voice  mail. 

Shearman  &  Sterling  associates 
used  to  be  eligible  for  partnership 
after  seven  years;  now  they  become 
eligible  for  partnership  in  a  "partner- 
ship zone"  that  lasts  from  year  eight 
to  year  ten.  Nonpartner  lawyers  have 
not  received  a  pav  increase  since  Oc- 
tober 1989. 


Boston's  Hale  &  Dorr  has  cut  itself 
to  270  lawyers  from  300  and  reduced 
its  support  staffs  sharply.  Gross  profits 
are  up  bv  10%  over  1991  levels. 

Milbank,  Tweed,  Hadley  &  Mc- 
Cloy — one  of  New  York's  oldest  and 
loftiest  firms — has  done  something 
even  more  radical.  Early  last  year  it 
announced  that  it  may  dismiss  up  to 
30  senior  associates.  And  1 7  of  its  109 
partners  will  be  leaving  the  firm  over 
the  year.  Milbank's  venerable  tmst 
and  estates  department,  which  has 
been  consoling  widows  of  the  wealthy 
since  1866,  will  be  shut  down. 

Have  the  cuts  gone  too  deep.''  Is 
muscle  going  along  with  fat.>  Paul 
Wilson,  presiding  partner  of  Debe- 
voise  &  Plimpton  in  New  York,  thinks 


the  answer  is  yes.  Says  he:  "It's  very 
diflicult  to  recruit  the  best  students  if 
they  think  their  tenure  is  going  to  be 
affected  by  anything  other  than  their 
own  performance."  The  Debevoise 
firm  has  cut  overall  costs  by  3%  since 
last  year,  mostly  by  eliminating  nearly 
all  of  its  pool  of  temporary  help.  It  has 
reduced  attorneys  by  attrition  from 
397  to  376  since  1992.  The  effect  of 
being  gentle:  Shrugs  Wilson,  "We 
made  less." 

New  York's  Shea  &  Gould  has  ac- 
tually increased  its  roster  of  attorneys, 
but  it  renegotiated  its  lease  on  its 
Avenue  of  the  Americas  premises  for  a 
saving  in  the  vicinity  of  $10  million 
over  the  15 -year  term  of  the  lease. 

While  the  law  firms  are  renegotiat- 
ing and  trimming  staffs,  the  clients  are 
doing  the  same.  Law  firms  are  being 
forced  to  guarantee  clients  that  their 
legal  costs  will  not  exceed  specified 
amounts  for  a  transaction.  And  they 
are  hastily  eliminating  those 
I    little  extras  that  drive  clients 
I    crazy.  For  example,  if  clients 
1    object,    attorneys    at  New 
"    York's  Schulte  Roth  &  Zabel 
no  longer  bill  them  for  their 
cab  ride  home.  In  the  1980s 
firms  charged  as  much  as  25 
cents  per  page  for  photocopy- 
ing. No  longer:  Rates  have 
dropped  to  5  and  10  cents. 

"Law  firms  are  in  the  busi- 
ness of  selling  lawyer  time," 
says  Stephen  Brill,  editor  in 
;         chief  of  American  Lawyer. 
"But  clients  want  to  buy  solu- 
tions to  legal  problems."  So 
some  firms  are  devising  new — 
or  sometimes  very  old — solutions. 
New  York's  LeBoeuf,  Lamb,  Leiby  & 
MacRae,  for  example,  has  revived  a 
common  pre-World  War  II  practice: 
the  retainer.  For  a  flat  fee  in  excess  of 
$6  million  a  year,  it  will  do  all  the 
litigation  work  for  Alcoa. 

Back  in  the  1980s  there  was  much 
chin  stroking  over  the  problem  of 
productivity  in  the  service  industries. 
The  recessions  of  1980  and  1982 
forced  efficiencies  on  manufacturing 
companies,  but  producti\it\'  in  the 
ser\'ices  stagnated. 

No  longer.  Lawyers,  like  other 
business  people,  are  learning  how  to 
do  more  with  less.  That  means  lost 
jobs  and  lost  perks.  But  a  more  eflfi- 
cient  economy.  HI 
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We  have  come  to  a  turning 
point.  A  different  direction.  Its 
called  the  new  Accord. 

This  automobile  is  definitely 
unlike  any  other.  l"he  result  of 
new  engineering  priorities. 

There's  much  more  luxury^ 
and  performanccWith  a  higher 
level  of  quality  throughout  and 
a  strong  commitment  to  safety 
and  the  environment. 

Looks  Say  Everything 

Accord's  aero -wedge  styling 
originated  in  our  wind  tunnel. 
The  body  is  the  strongest  and 
quietest  we've  ever  built.  Just 


about  every'  panel,  seam,  joint 
and  pillar  has  been  reinforced, 
strengthened  and  stiffened. 

And  the  Accord  meets  1997 
federal  side-impact  standards, 
three  years  eariy. 

Computer  modeling  with 
powerful  supercomputers  and 
extensive  crash  testing  have 
helped  to  produce  a  vehicle  that 
progressively  absorbs  energy 
during  a  collision. 

Dual  airbags  SRS  are  a  vital 
contribution  to  safety,  so  they're 
standard.  A  Honda  designed 
anti-lock  braking  system  (ABS) 
is  standard  on  the  EX  model 


and  also  available  on  the  Accc 
LX  and  DX  models. 

A  New  Balance  of  Power 

A  responsive  16-valve,  sing 
overhead  cam,  2.2  liter  engine 
represents  the  ideal  balance  c 
power,  torque,  efficiency  and 
smoothness.  There  is  a  130 -li 
version  for  the  Accord  DX  anj 
LX  models. 

With  its  advanced  new  145-1 
VTEC  engine,  the  EX  model : 
the  most  powerful  Accord  ev 
Remarkably,  it's  one  of  the  mo 
fuel  efficient,  as  well.  This  feai 
is  accomplished  by  employii 
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nda's  variable  valve-timing 
:em.  It  is  amazing, 
londa  engineers  designed 
I  built  a  new  transmission 
mooth  and  quiet  that  you'll 
dly  notice  a  gear  change. 

Superior  Interior 

rhis  is  the  roomiest,  most 
ifortable  interior  we've  ever 
in  an  Accord.  It's  also  the 
St  functional.  Gauges  and 
Tuments  have  been  placed 
Dptimum  visibility,  while  the 
[trols  and  switches  offer  easy 
I  immediate  access, 
lb  better  fit  your  shape,  the 


seats  were  reshaped  so  there's 
more  comfort  and  less  fatigue. 

As  Expected 

Accord's  ride  and  handling 
are  what  you've  come  to  expect 

We've  refined  our  4-wheel 
double  wishbone  suspension 
for  a  more  comfortable  ride.  A 
wider  track,  lower  roll  centers 
and  stabilizer  bars  help  improve 
overall  handling,  maneuvering 
and  high-speed  stability. 

Since  you  need  to  feel  the 
road  as  you  drive,  our  engineers 
designed  the  Accord's  power 
steering  system  to  do  the  same. 


It  automatically  senses  steering 
resistance  and  provides  just  the 
right  amount  of  power  assist 

The  Accord  has  traditionally 
been  regarded  as  a  benchmark. 
A  standard  of  comparison  when 
judging  automotive  excellence, 
performance  and  quality.  This 
new  Accord  is  even  more  so.T) 
be  sure,  it  is  tmly  a  car  ahead.  A 
new  and  unexpected  direction 
in  automotive  progress.  In  other 
words,  exactly  what  you've  come 
to  expect  from  Honda. 

The  New  Accord 


he  road. 


When  Paris  threw  a  ball  for  Balmain's 
new  chief  designer,  the  company's  boss 
didn't  show  up. 

The  face  behind 
the  pei^fume 


By  Zina  Moukheiber 


Tout  New  York — or  at 
least  that  part  of  it  involved 
in  the  rag  trade — was  buzz- 
ing. Oscar  de  la  Renta,  61, 
fashion  designer  for  some 
of  the  wealthiest  socialites 
in  town,  was  elevated  to 
fashion's  highest  pantheon. 
Last  November  he  was  ap- 
pointed head  designer  for 
the  great  French  fashion 
house  Pierre  Balmain.  An 
American  in  Paris. 

De  la  Renta's  coronation 
took  place  at  the  Ecole  des 
Beaux  Arts  in  Paris  last  Jan- 
uary before  a  room  full  of 
U.S.  and  European  celebri- 
ties who  jetted  in  for  the 
festivities:  Barbara  Walters, 
Mica  Ertegun,  Marella 
Agnelli,  customers,  admir- 
ers, friends. 

But  de  la  Renta's  new 
boss  was  conspicuous  by  his 
absence.  Balmain's  owner 
is  Erich  Fayer,  a  shadow)'  ^^^M 
figure  of  German  birth  and 
Canadian  nationality'  who  lives  in 
Montreal.  Never  heard  of  Erich 
Fayer.>  Oscar  de  la  Renta  hadn't  ei- 
ther, until  he  signed  his  contract. 
"•He's  a  man  of  great  means,  I've  been 
told,"  de  la  Renta  informed  Forbes. 
"But  I  don't  know.  You're  the  jour- 
nalist, not  me." 

Fayer  doesn't  make  things  easy  for 
journalists.  "Who  are  you.''  The  minis- 
ter of  information?"  Fayer  snappeci  at 
a  FORJ5ES  reporter.  "I'm  not  for  sale." 
Unprompted,  he  adds:  "My  con- 
science is  clear." 

Clear  about  what.^  Fayer  might  be 
annoyed  by  industiy  rumors  of  unsa- 


Erich  Fayer, 
But  where 


Pierre  Balmain's  owner 

did  he  get  the  money  for  it? 


vor\'  business  practices,  which  he 
heatedly  denies. 

We  do  Icnow  that  Fayer  was  born  70 
years  ago  in  Breslau,  Germany,  es- 
caped the  Nazis  and  landed  in  Pana- 
ma, where  he  developed  highly  placed 
contacts  in  the  government  of  the 
dictator  Omar  Torrijos  Herrera.  In 
the  early  1970s  he  immigrated  to 
Canada  and  became  a  citizen.  In  1974 
he  was  appointed  the  honorani'  consul 
of  Panama  in  Montreal,  a  title  he  held 
until  1988. 

On  Fayer's  curriculum  vitae,  filed 
with  the  Canadian  Office  of  Protocol, 
Fayer  lists  as  his  "occupations"  presi- 


dent of  International  Discount  Bank) 
S.A.  in  Panama,  and  of  Internationa 
Bank  &  Trust  Co.  in  Grand  Cayman 
British  West  Indies. 

But  Panamanian  and  CaymanI 
bank  regulators  have  no  record  ofl 
Fayer's  banks.  Fayer  claims  he  madej 
his  money  in  real  estate  in  Montreal 
and  in  dairy  farming.  But  local  real] 
estate  investors  say  when  Fayer  ar- 
rived in  Montreal  he  was  alreadv 
wealthy,  and  that  he  lost  money  in 
real  estate  there. 

Fayer  also  says  that  he  made  a  lot  of 
money  running  dairy  farms.  Accept- 
ing this  at  face  value,  the  fashion  trade 
press  likes  to  call  him  a  "cat- 
I  tie  baron."  Depends  on 
I  howyou  define  baron.  On  a 
I  farm  that  is  in  his  wife's 
~i  name  and  is  situated  about 
I  30  minutes  from  down- 
I  town  Montreal,  he  keeps 
75  dairy  cows — in  luxury 
pens  lined  with  ceramic 
tiles.  Fayer  has  rarely  set 
I  foot  on  the  grounds. 

Whatever  the  source  of 
his  money,  Fayer  arrived  in 
France  in  the  early  1980s 
with  enough  cash  and  cred- 
it to  buy  a  slew  of  well- 
known  apparel,  hosiery, 
lingerie  and  fragrance  com- 
panies, among  them  Ted 
Lapidus,  Pierre  Balmain 
and  perfi.imer  Jacomo,  put- 
ting them  into  a  holding 
company  called  Zanimob 
Distributions  Inc.  Balmain 
alone  cost  him  around 
$30  million,  including 
the  cost  of  buying  back 
its  perfumes. 

Fayer  had  a  partner  in  the 
Balmain  deal,  Cobepa,  the  Belgian 
investment  arm  of  the  French  bank 
Compagnie  Financiere  de  Paribas 
S.A.,  but  the  partner  soon  pulled  out, 
claiming  Fayer  would  not  show  them 
Balmain's  financials.  "Fayer  didn't 
play  by  the  rules,  so  we  decided  to 
sell,"  complains  Yves  Schoonejans, 
Cobepa's  manager. 

Fayer  then  pursued  an  aggressive 
licensing  policy  to  bring  in  royalties. 
This  cheapened  the  Balmain  name, 
which  turned  up  on  champagne  and 
rugs,  and  came  close  to  being  used  on 
bathroom  sinks  and  toilets.  In  1989 
Fayer  sold  Balmain,  but  took  it  back 
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)scar  de  la  Renta's  first  fashiu:;  smjw  for  Balmain 
toes  he  know  who  he's  working  for? 


ftcr  hea\y  losses.  Payer  didn't  have  to 
lut  in  a  dime  since  he  had  lent  the 
»uyer  around  $40  million,  or  40%  of 
he  purchase  price. 

Payer's  purchases  had  brought 
Qore  publicity  than  he  cared  for.  In 
988  an  anonymous  letter  was  sent  to 


police  headquarters  in  Paris,  accusing 
Payer  of  empt}dng  the  coffers  of  Bal- 
main and  Lapidus  and  channeling  the 
money  to  his  Canadian  holdings.  The 
letter  was  leaked  to  the  satirical 
Prench  weekly  Le  Canard  Enchaine, 
which  wrote  about  it. 


The  letter  included  a  1956  German 
Interpol  file  on  Payer.  Authorities  re- 
portedly began  an  investigation  but 
not  much  ever  came  of  it.  The  C^?- 
w«rrf  journalist  said  Payer  offered  him 
$250,000  for  the  name  of  his  inform- 
er. He  turned  Payer  down,  and  ulti- 
mately the  controversy  faded  away. 

Payer  is  now  moving  quietly  into 
the  U.S.  Last  November  he  began 
buying  shares  in  Alfin,  Inc.,  a  $40.6 
million  (sales)  New  York- based  per- 
fume distributor;  he  currently  owns 
some  60%  of  the  shares. 

Alfin  doesn't  look  like  much  of  a 
prize.  It  has  been  losing  money  for  the 
past  three  years  and  has  had  trouble 
paying  off  loans. 

Speculation  is  that  Payer  intends  to 
use  Alfin  to  distribute  Balmain  per- 
fi-unes,  which  include  Ivoire  de  Bal- 
main and  Madame  Balmain,  as  well  as 
Payer's  other  fragrances,  Jacomo  and 
Jean  Desprez,  all  manufactured  in  a 
factor)'  he  owns  in  Deauville,  Nor- 
mandy. None  of  the  perfiuTies  are 
widely  sold  in  the  U.S.,  which  may  be 
why  Payer  is  willing  to  spend  $1 
million  a  year  for  Oscar  de  la  Renta's 
glamour,  hoping  it  will  rub  off  on  his 
perfiames.  H 


NOW  THERE'S  MORE  THAN  ONE  WAY 
TO  REWARD  EXCELLENCE. 


Extraardmary  effort  need  no  hnger  he 
rewarded  with  just  an  ordinary  pen .  With  ten 
distinctive  finishes  to  choose  from ,  more  and 
more  leading  companies  are  making  the  Insignia 
part  oj  their  corporate  awards  program. 
These  beautiful  writing  instnttnerits  are 
designed  to  fit  naturaRy  in  the  uriter's 
hand,  and.  each  one  comes  unth  a  lifetime 
guarantee.  Plus,  your  company's  logo  can  be 
placed  on  every  pen  uith  jewelry-qiwlity  cUp 
emblevns .  For  more  mfarmatitm ,  or  your  complimeritary 
Corporate  Gift  Guide,  call  1-800-5 22-3021. 
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IN  FOREIGN  Trade, 

ELIMINATING  ALL  LANGUAGE  BARRIERS 
RESULTS  IN  REAL  COMMUNICATION. 


Communication  that  reflects  the  essence  of  your 
business  needs  and  translates  into  real,  affirmative 
action,  from  wherever  you  are. 
At  Bancomer  we  have  complete  communication 
networks  that  allow  us  to  access  market  information 
worldwide,  so  we  can  offer  you:  complete 
assistance  in  the  mechanics  of  foreign  trade, 
strategic  workplans  for  international  negotiations. 


credit  for  import-export  operations  and  assessment 
in  non-conventional  areas  of  foreign  trade. 
Keeping  open  lines  of  communication  with  our 
clients  is  essential  to  us.  It  just  makes  sense. 


The  Mexican  bank  with  business  sense. 


Headquarters  Mexico.  Av.  Universidad  1200.  CP.  03339.  Tel.  (525)  621-34-34.  Fax.  (525)  621-32-30. 
Buenos  Aires  •  Grand  Cayman  •  Hong  Kong  •  London  •  Los  Angeles  •  Madrid  •  New  Yorl<  •  Santiago  de  Chile  •  Sao  Paulo  •  Tokyo  •  Toronto 


.  Responsive.  Flexible.  A  creative  problem-solver. 


Today,  these  are  the  qualities  that  business  demands 


of 


your  insurance  partner.  But  if  that  partner-  y 


ship  isn't  everything  it  could  be,  talk  to 


%uVe  Made  Us 


Liberty  Mutual,  the  largest  Workers  Compensation       /V  « 


4 


provider  in  the  country.  Responding  to  your  needs 
with  managed  care  programs,  property,  fleet  and 


liability  policies,  unbundled  loss  prevention  services,  self-insurance 


plans,  RISKTRAC®  Software,  employee  benefit  plans  and 


more.  From  fraud  detection  to  medical  and  disability  manage- 


y'        ment,  no  one  fights  more  aggressively  to  control  your  costs.  After  all. 


What  We  Are  Today. 


f^y '        you  have  to  adjust  to  changing  market  conditions. 
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Having  survived  a  hellacious  childhood, 

Empi's  Don  Maurer  is  not  intimidated 

by  the  naysayers  in  the  medical  establishment. 

Dopey  Duck's 
revenge 


By  Zina  Moukheiber 

Donald  Maurer  grew  up  in  a  three- 
room  shack  outside  Deadwood,  S.D. 
His  grandmother  carried  a  rifle  and 
shot  stray  deer  in  tlieir  backyard  for 
food.  His  grandfother  cut  timber  and 
did  odd  jobs.  There  was  no  romance 
to  their  povert)'.  To  eat,  Maurer 
sometimes  had  to  scramble  through 
the  garbage  at  a  local  grocery  store. 
His  grandparents,  who  raised  him, 
called  him  Dopey  Duck,  repeatedly 
telling  him  he  was  stupid. 

When  he  was  15,  Manner's  grand- 
parents got  into  a  violent  argument 
and  his  grandmother  shot  off  two  of 
his  grandfather's  toes.  Maurer  decid- 
ed it  was  time  to  escape.  He  hitch- 
hiked 400  miles  across  the  state  to 
Sioux  Falls  in  search  of  his  mother, 
who  had  remarried  and  started  a  new 
family. 

Self-esteem?  If  you  believe  liberal 
psychobabble,  you  would  expect 
Maurer  to  grow  up  a  crook,  a  drunk  or 
at  least  a  wife-beater.  But,  no,  he 
became  a  highly  successful  entrepre- 
neur, founder  and  owner  of  Empi 
Inc.,  which  makes  medical  devices 
used  to  mask  chronic  back  pain.  Last 
year  the  Minneapolis-based  firm  net- 
ted $4  million  on  revenues  of  $33 
million,  and  Maurer's  4%  stake  in  the 
company  is  worth  $9  million. 

Where  family  life  failed  Maurer,  the 
U.S.  militan'  helped  redeem  him.  Af- 
ter finishing  high  school  in  Sioux  Falls 
in  1954,  he  enlisted  in  the  Navy  and 
was  introduced  to  a  whole  new  world. 
During  basic  training  in  San  Diego, 
he  scored  high  on  an  IQ  test.  Maurer 
realized  he  wasn't  dumb  after  all,  and 
when  assigned  to  electronics  training, 
he  found  he  liked  the  challenge. 


Four  years  later  he  mustered  out  of 
the  service  and  ultimately  earned  de- 
grees in  electrical  and  biomedical  en- 
gineering from  South  Dakota  State 
University  and  Iowa  State  University, 
respectively.  In  1967  he  went  to  work 
for  Medtronic  Inc.,  a  big  manufactur- 
er of  pacemakers  and  other  medical 
devices. 

At  Medtronic,  Maurer  helped  de- 
sign an  implantable  device  that  sup- 
presses pain  in  terminal  cancer  pa- 
tients. It  worked  like  this:  The  tiny 
device  emitted  electric  currents  that 
masked  the  pain.  There  are  two  theo- 
ries on  how  it  works.  One  is  that  the 
electric  currents  block  the  pain;  the 
other,  that  they  release  endorphins, 
which  are  natural  pain  suppressants. 

While  a  surgically  implanted  device 
proved  effective  much  of  the  time, 
some  patients  found  the  sensations 
unbearable.  So  Maurer  and  his  team 
came  up  with  a  stimulator  to  use  on 
the  surface  of  the  body.  The  idea  was 
to  prescreen  a  patient's  tolerance  for 
the  implanted  device.  However,  the 
new  device,  known  as  a  transcuta- 
neous electrical  nerve  stimulator,  or 
Tens,  worked  so  well  that  Medtronic 
decided  to  begin  selling  it  in  place  of 
the  implants. 

In  1977  Maurer  decided  to  leave 
Medtronic  and  start  a  company  of  his 
own.  Cashing  in  his  $75,000  in  Med- 
tronic stock  options,  he  set  up  Empi 
and  soon  began  distributing  a  similar 
product  made  in  West  Germany.  Put- 
ting a  salesman  in  charge  of  Empi,  he 
went  to  work  at  a  local  rehabilitation 
center,  developing  things  like  com- 
puter keyboards  for  quadriplegics. 

It  turned  out  to  be  a  disaster.  Empi 


Donald  Maurer,  founder  of  Empi  Inc. 
He  took  up  painting  ten  years  ago  as  an 
outlet  for  his  excess  creative  energy. 
"1  like  challenges." 


was  soon  losing  money,  and  Maurer 
had  to  return  to  it.  His  noncompete 
clause  with  Medtronic  having  ex- 
pired, he  began  making  Tens  devices 
of  his  own.  To  fimd  the  new  produc- 
tion, he  took  the  company  public, 
raising  $1.5  million. 

At  this  point  Maurer  discovered  a 
talent  he  hadn't  known  he  had:  mar- 
keting— so  long  as  they  were  his  own 
products.  He  began  making  sales  calls 
with  his  reps,  encouraging  clinics  to 
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An  Empi  Tens 
device 

When  the  New 
England  Journal 
of  Medicine 
challenged  its 
effectiveness, 
Maurer  fought 
back  with  experts 
of  his  own. 


est  his  product  on  patients  who  had 
lot  responded  to  other  Tens  devices, 
iis  enthusiasm  was  contagious. 
'Clinics  started  giving  us  their  tailur- 
s,"  recalls  Maurer.  "We  became  suc- 
essful  on  failures.'" 

In  making  these  calls,  Maurer  came 
o  realize  that  with  products  like  his 
le  couldn't  keep  product  develop- 
nent  and  marketing  in  separate  com- 
>artments.  He  set  up  his  own  in- 
louse  sales  organization.  From  closer 
ontact  with  the  customers,  Maurer 
ame  to  understand  that  processing 
latients'  insurance  papers  was  a  big 
leadache  for  the  clinics;  Empi  began 
irocessing  the  forms  for  these  cus- 


tomers, which  cut  down  on  reim- 
bursement time. 

By  last  year  Empi  was  so  successful 
it  acquired  the  Medtronic  Tens  divi- 
sion that  Maurer  helped  start.  Empi 
also  sells  neuromuscular  rehabilita- 
tion devices,  which  are  used  in  physi- 
cal therapy,  and  recently  acquired  a 
company  that  makes  biofeedback  cHe- 
vices,  also  used  in  rehabilitation.  He 
plans  to  sell  the  biofeedback  machines 
through  the  same  channels. 

Meanwhile,  Maurer  is  still  tinker- 
ing. In  the  late  Seventies  he  proposed 
an  electrotherapeutic  urinary  inconti- 
nence device  for  women.  Over  12 
million  women  over  the  age  of  35 


suffer  from  this  problem.  Maurer  pro- 
posed treating  the  problem  with  a 
device  that  would  emit  mild  electric 
signals,  causing  muscles  to  contract. 
Medtronic  balked  at  the  idea.  "They 
said  that's  an  icky  problem,"  recalls 
Maurer. 

Icky  to  them,  a  problem  for  women 
and  an  opportunity'  for  Maurer.  Last 
year  Empi  launched  an  incontinence 
device  called  Inno\  a,  which  the  firm 
plans  to  sell  through  urologists,  ob- 
stetricians and  g)aiecologists.  How- 
ever, at  aroiuid  $1,200  apiece,  Mau- 
rer's  Food  &  Drug  Administration- 
approved  device  has  proved  a  tough 
sell  to  insurance  companies  and 
Medicare,  which  ha\'e  not  yet  ap- 
proved it  for  reimbursement. 

But  Maurer  has  battled  disbelievers 
before.  A  1990  study  published  in  the 
New  Efifjland  Journal  of  Medicine 
questioned  the  effectiveness  of  the 
Tens  devices,  stating  they  were  no 
more  effective  than  a  placebo.  Maurer 
hired  his  own  experts,  who  refuted 
the  study.  Insurers  and  Medicare  still 
reimburse  for  Tens. 

The  frustration  of  dealing  with  the 
insurance  bureaucracies  might  dis- 
courage a  lot  of  people,  but  Maurer, 
57,  takes  it  in  stride.  Compared  with 
his  grandmother,  insurance  company 
bureaucracies  are  softies.  Of  his 
wretched  childhood  he  says:  "It  gave 
me  confidence  no  matter  how  diffi- 
cult things  may  be  that  I  can  persist.  I 
like  challenges."  ■■ 
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If  you've  dined  in  New  York  City  lately, 
chances  are  you've  eaten  Noel  Comess'  bread. 
Standard  supermarket  stuff  it  is  not. 

Rolling  in  dough 


By  Roula  IChalaf 

IT'S  9:30  on  a  humid  August  morn- 
ing, and  Noel  Comess,  dressed  in 
shorts,  T  shirt  and  sandals,  is  inspect- 
ing the  dough  at  his  tiny  Tom  Cat 
Bakery.  "Stressed  out,"  says  Comess, 
a  trace  of  anxiousness  in  his  voice. 
"Look,'"  he  says,  as  he  pulls  on  the 
dough.  "It's  not  stretching.  It's  ner- 
vous. Working  with  it  makes  dough 
nerx'ous." 

Gently,  lovingly,  a  dozen  of  his 


bakers  seek  to  calm  the  stuff,  shaping 
the  dough  into  rolls  and  placing  it 
into  wicker  baskets,  where  it  will  be 
allowed  to  ferment  for  six  to  eight 
hours.  After  the  dough  is  suitably 
relaxed,  it  will  be  baked  and  shipped 
off  to  grace  the  evening's  tables  at  top 
New  York  restaurants  like  Lutece, 
Chanterelle,  the  Gotham  Bar  &  Grill 
and  the  Union  Square  Cafe. 

Comess  feels  passionately  about  his 


product.  Talking  about  it  as  if  it  were  a 
living  being,  Comess  explains  that  th 
long  fermentation  process  allows  the 
dough  to  produce  a  natural  sugar  that 
enhances  the  flavor  and  gives  the  crust 
a  shiny,  golden  color.  Tear  apart  a 
freshh'  baked  Tom  Cat  roll  and  the 
crust  crackles  but  doesn't  crumble., 
Inside,  the  bread  is  moist  and  riclii 
with  flavor. 

Such  exacting  attention  has  be 
come  the  basis  for  a  prosperous  little 
business.  Last  year  Tom  Cat  sold  $  1 .6 
million  worth  of  rolls,  baguettes  and 
loaves  to  some  250  Manhattan  res 
taiirants  and  gourmet  shops,  delix  er 
ing  to  restaurants  twice  daily  to  ensure 
freshness  at  lunch  and  dinner. 

Chicago-born  Noel  Comess  didn't 
start  out  to  be  an  entrepreneur.  He 
didn't  start  out  to  be  anything.  After 
graduating  from  Washington  Uni\'er 
sit)'  in  St.  Louis  with  a  degree  in| 
French,  he  drifted  back  to  his  home 


Chef  turned  bakery 
entrepreneur 
Noel  Comess 
of  Tom  Cat  Bakery 
"Starting  a 
business  was  a 
psychological 
issue." 
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Now  our  rates 
are  just  as  inviting 
as  our  hotels. 

Thanks  to  our  SureSaver  pro- 
gram, we  can  welcome  you  with  more 
than  just  a  billion  dollars  worth  of  new 
rooms,  lobbies  and  restaurants.  You  II 
also  fmd  a  simpler  and  more  afford- 
able pricing  structure. 

In  addition,  were  proud  to  offer 
AT&T  In-room  Long  Distance  Service 
for  all  your  AT&T  Calling  Card,  AT&T 
Universal  Card  and  operator-assisted 
calls  at  most  of  our  locations. 

SuremSaver 
Business  Rates  5%-30%  off 


SureSaoer     SureSaivr  SureSai'er 
Business        14-Day  Weekend 
Location                                Kates     Advance  Rates  Rales 

Seattle,  WA 

Sheraton  Seattle 

$155 

$140 

$109 

San  Francisco,  CA 

Sheraton  Palace 

$195 

$169 

$149 

San  Francisco,  CA 

Sheraton  Fisherman's  Wliarf 

$155 

$135 

$145 

San  JoselMilpitas,  CA 

Sheraton  San  Jose 

$114 

$  85 

$  69 

Rancho  Cordova,  CA 

Sheraton  Rancho  Cordova 

$  85 

$  79 

$  59 

Billings,  MT 

Sheraton  Billings 

$  69 

$  60 

$  55 

Steamboat  Springs,  CO 

Sheraton  Steamboat  Springs 

$  85 

$  75 

$  79 

Tulsa,  OK 

Sheraton  Kensington 

$  98 

$  89 

$  59 

Tuler,  TX 

Sheraton  Tyler 

$  72 

$  64 

$  55 

Tucson,  AZ 

Sheraton  El  Conquistador 

$160 

$140 

$150 

Dallas,  TX 

Sheraton  Suites 
Market  Center 

$109 

$  99 

$  78 

Dallas,  TX 

Sheraton  Park  Central 

$102 

$  89 

$  65 

professional  or  800-325-3535. 

SureSaver  rates  are  available  in  the  continental  U  S.,  the  Bahamas 
and  Canada.  Not  applicable  to  groups.  Subject  to  change  without 
notice  and  based  upon  availability  at  participating  properties.  Rates 
do  not  include  taxes  and  gratuities.  Some  restrictions  apply.  Kids  1/ 
and  under  stay  free  when  sharing  room  with  an  adult  using  existing 
bedding.     1993  ITT  Sheraton  Corporation.  C 


Helping  you  along  the  wny.' 


ITT 


Sheraton 


Outsource  your 
private  fleet 
personnel  with 
Vonguard. 


STARTING  YOUR  OWN  RUSINESS 


You'll  maintQln  the  benefits 
of  direct  employment  and 
eliminate  the  headaches. 

When  you  lease  from  Vanguard, 
you  get  the  best  drivers,  Vanguard's 
36  years  of  corporate  transportation 
expertise,  and  more  time  to  devote 
to  your  core  business  activities.  We 
handle  all  of  the  administrative 
responsibilities. 

Call  Vanguard  for  detailed 
information  and  a  free  brochure. 
800-428-9225. 


VANGUAfiD  SERVICfS, 


Is  there  life 
after  suicide? 

For  family  and  friends 
left  behind,  there  are 
survivor  support  groups 
to  help  you  deal  with 
your  pain  and  anger. 
And  learn  to  live  without 
the  one  you  lost. 

For  the  location  of  a 
survivors  group  near  you, 
write  to  the  American 
Suicide  Foundation. 
Or  call  1-800-531-4477. 


AMERICAN 
SUICIDE 
FOUNDATION 

prevention  through  research 
and  education 

1045  Park  Avenue,  New  York,  NY  10028 


People  like  you  looking  for  answers. 


town  with  no  idea  what  to  do  with  his 
life  and  no  career  prospects.  He  had 
worked  as  a  busboy  in  the  Gordon 
Restaurant  in  downtown  Chicago. 
"•When  I  graduated,  the  chef  [at  Gor- 
don] ascertained  that  I  really  didn't 
have  a  career  path  and  offered  me  a 
job  in  his  kitchen,"  says  Comess. 

Comess  had  found  his  calling.  A 
year  later,'  in  1981,  he  was  off  to  New 
York  Cit)'  as  an  apprentice  at  the 
Quilted  Giraffe,  a  posh  four-star  res- 
taurant in  Manhattan.  By  1984  Co- 
mess, then  age  26,  was  the  head  chef, 
earning  $65,000  a  year. 

What  turned  him  from  artisan  into 
entrepreneur.'  Says  Comess:  "Start- 
ing a  business  was  a  psychological 
issue.  I  had  become 
Bany    and  Susan 
Wine's  [owners  of 
the  Quilted  Giraffe] 
favorite  son.  I  want- 
ed to  outgrow  my 
parental  relation- 
ship with  them  and 
become  an  adult." 

Typically,  a  hot 
chef's  next  step  on 
the  career  ladder  is 
to  start  his  own  res- 
taurant. But  Co- 
mess didn't  have  the 
$  1  million  or  so  that 
it  would  take,  nor 
did  he  want  to  be 
beholden  to 


Tom  Cat  bakers 
Bread  therapists. 


inves- 
tors. It  was  independence 
seeking. 

A  baker\'  was  a  logical  solution.  He 
could  use  his  restaurant  sldlls,  and  he 
wouldn't  need  a  lot  of  money.  At  the 
Quilted  Giraffe  he  had  done  his  own 
baldng,  mainly  because  there  were  no 
bakeries  in  town  stipplving  the  quality' 
of  bread  he  wanted  to  complement 
his  elegant  meals.  And  he  knew  why. 
In  their  rtish  to  increase  production, 
even  the  best  bakeries  were  sacrificing 
flavor  and  consistency.  They  were  us- 
ing sugar  and  commercial  yeast,  rely- 
ing heavily  on  machinery  and  fer- 
menting the  dough  at  high  tempera- 
tures for  short  periods  of  time.  "Our 
goal,"  professes  Comess,  "is  to  make 
the  process  as  long  as  possible." 
Hancimade  bread,  in  short. 

Now  to  start  thinking  like  a  busi- 
nessman. With  high  labor  costs  and  a 
shortage  capital,  Comess  knew  he 
had  to  start  on  a  shoestring.  Then,  bv 


pure  chance,  he  happened  past  a  de 
funct  baker)'  on  the  Upper  East  Side 
In  the  window  he  saw  the  $55,00( 
oven  he  coveted.  After  making  a  fe 
inquiries,  he  learned  that  the  baker)'' 
equipment  was  to  be  auctioned  o 
He  ended  up  buying  out  the  works  foi 
$7,500— the  last  $500  of  which  h 
borrowed  from  a  restaurateur  frien 
when  the  bidding  outstretched  hi^ 
bank  account. 

With  the  help  of  an  accountant  wli 
had  been  a  regular  at  the  Quiltec 
Giraffe,  he  worked  up  a  business  plan 
which  he  used  to  raise  $120,000  from 
friends  and  potential  customers,  like 
restaurateur  Danny  Meyer  of  the 
Union  Square  Cafe. 

It  outlined  an  in- 
I  geniously  simple 
I  strategy:  Lock  up 
five  top  New  York 
restaurants  as  cus- 
tomers and  the  rest 
will  follow.  He  was 
right.  In  six  years 
Comess  has  had  toi 
make  only  two  cold! 
calls  to  solicit  busi- 
ness. He  now  hasi 
250  clients,  with  ai 
half  dozen  others  on| 
a  waiting  list. 

Comess  now  hasi 
both  independence 
and  affluence.  He 
owns  60%  of  the 
earned  a  salan'  of 
$185,000  last  year,  not  including  hisi 
share  of  the  company's  profits.  He 
expects  sales  this  year  to  jump  70%,  to 
$2.8  million.  To  accommodate  new 
customers  without  sacrificing  qualit)', 
he  is  planning  to  move  into  a  nearb)' 
20,000-square-foot  building — triple 
the  size  of  his  current  operation. 

Competition  is  heating  up.  Several 
small,  quality  bakeries  ha\'e  been 
started  in  New  York  Cit\'  recenth',  but 
Comess  isn't  worried.  His  model,  he 
explains,  is  Lionel  Poilane,  a  Paris 
baker  who  started  in  his  father's  little 
lamih'  baken-  34  \'ears  ago,  anci  has 
since  built  it  into  a  large  factor)'  that 
still  uses  the  same  slow,  labor-inten- 
si\'e  process.  According  to  Edward 
Behr,  editor  of  TJje  Art  of  Entinti 
(Forbes,  Jan.  21,  1991)',  Poilane 
bakes  nearly  3.5%  of  the  bread  sold  in 
Paris.  Tom  Cat  is  doing  barely  one- 
fifteenth  Poilane's  volume.  ■ 
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he  was     bakerv  and 


Look 


What  Happens 
To  Your 
Initial 
Investment 
When  You  Buy 
Certain 
Mutual  Funds 
Through A 
Full- 
Commission 
Broker. 


$/0, 000  la&s^r 

^^00  l^OAt^^ 
^40  /AUOVtjTFeB) 


When  you  buy  mutual  funds,  every 
dollar  you  pay  in  sales  charges  is  a  dollar  i 
that  doesn't  get  invested.  I 

But  there  is  a  better  way.  It's  Charles 
Schwab's  Mutual  Fund  OneSource™— your 
one  source  for  mutual  fund  investing. 

With  just  one  phone  call,  you  can 
choose  from  200  well-known,  no-load 
mutual  funds  from  companies  like 
INVESCO,  Twentieth  Cmtmj  and Janu5— and 
pay  no  loads  or  transaction  fees.  That  means 


that  every  penny 
of  every  investment 
I  dollar  goes  to 
workforyou 
from  the  start. 
To  put  all  your  money  to 
work  for  you,  stop  by  one  of  our  190 
local  Schwab  offices  or  call  us  today  at 

1-800-2  NO-LOAD  ext.  35. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Available  funds  may  change.  Fees  may  be  reinstated,  and  other  resmctions  may  apply  Schwab  reserves  the  nght  to  change  die  funds  available  wth  no  transaction  fees  (NfTF)  and  reinstate  the  fees 
on  any  funds  Shares  purchased  without  such  fees  may  always  be  sold  widiout  transacDon  fees  If  you  make  5  or  more  shon-term  redempnons  of  NTF  funds  m  a  12-mondi  pcnod.  you  will  be  charged 
fees  on  your  future  mutual  fund  trades  A  short-term  redemption  refers  to  the  sale  of  mutual  fund  shares  held  for  6  months  or  less.  Charles  Schwab  &  Co ,  Inc  ©  1993  Member  SIPC/NYSE. 


Using  phony  statistics,  Ralph  Nader  and  his  ilk 
are  forcing  banks  to  make  doubtful  loans. 


Facts 


BY  LLEWELLYN  ROCKWELL  JR. 


Llewellyn  Rockwell  Jr.  Is 

president  of  the  Ludwig  von  MIses  Institute, 

in  Auburn,  Ala. 


The  racism  -  in  -  mortgage-lending 
lynch  mob  continues  to  gather,  im- 
pervious to  facts  or  logic.  Just  recently 
both  the  New  York  Times  and  the 
Wall  Street  Journal  rehashed  the  tra- 
ditional story,  claiming  that  racism  is 
responsible  for  systematic  ditFercnces 
in  the  rejection  of  black  and  white 
mortgage  applicants.  Earlier  in  Au- 
gust Ralph  Nader,  speaking  for  his 
front  group,  Essential  Information 
Inc.,  proclaimed  that  "minority 
neighborhoods"  are  getting  fewer 
loans  than  "white  neighborhoods." 

All  of  which  reflects  a  profound, 
indeed  willful,  misunderstanding  of 
how  markets  work.  But  the  lynch 
mob  has  already  claimed  its  first  vic- 
tim: Atlanta  s&L  Decatur  Federal. 

Last  year,  on  the  point  of  a  rescue 
merger  with  Charlotte,  N.C. -based 
First  Union  Corp.,  Decatur  Federal 
signed  a  consent  decree  with  the  U.S. 
Justice  Department.  The  feds  had  run 
a  four-year  inquisition  into  Decatur's 
mortgage  lending. 

Decatur  agreed  to  pay  $1  million  to 
48  blacks  it  had  turned  down  for 
loans,  to  advertise  heavily  in  black 
media,  to  give  bonuses  to  loan  officers 
who  made  loans  to  blacks,  to  examine 
all  applications.  It  would  conduct  sen- 
sitivity training  for  white  employees 
and  hire  discrimination  "testers." 

Regulatory  resistance  to  Decatur's 
merger  ceased. 


Wliat  was  Decatur's  crime  for 
which  it  had  to  do  such  penance?  The 
government  charged  that  Decatur 
failed  to  give  special  consideration  to 
black  loans  and  had  "rarely  or  never" 
advertised  in  black  media.  "We  cate- 
gorically deny"  the  charges,  Chair- 
man Robert  McMahan  told  the  Jour- 
nal-Constitution. But  he  called  it  "fi.i- 
tile"  to  resist. 

Typical  of  such  cases,  the  lynching 
of  Decatur  began  with  an  inaccurate 
newspaper  story,  also  in  the  Journal- 
Constitution.  In  May  1988  reporter 
Bill  Deciman  claimed  that  lenders 
were  violating  their  "affirmative  obli- 
gation" under  the  Community'  Rein- 
vestment Act  to  make  loans  in  low- 
income  neighborhoods.  The  story's 
list  of  the  guilt}'  included  Decatur. 

As  the  city  council  scheduled  hear- 
ings, Atlanta's  frightened  banks  and 
s&Ls  agreed  to  distribute  $65  million 
at  below- market  rates  to  black  bor- 
rowers who  wotild  otherwise  not  have 
qualifiecJ.  Decatur  didn't  join  in — 
loose  loans  were  the  last  thing  it  need- 
ed. Enter  the  Justice  Department. 

Lost  sight  of  in  the  whole  sorr\' 
mess  is  that  the  Journal-Constitution 
story  that  started  the  lynching  was 
sloppy  journalism.  Reporter  Dedman 
looked  at  whole  neighborhoods,  not 
at  actual  loan  applications,  and  count- 
ed blacks  living  in  mostly  white  areas 
as  whites.  He  also  ignored  alternative 
lenders  who  made  low-income  loans. 

Tucked  away  in  his  story  was  the 
real  explanation  for  the  disparities: 
"In  1984  the  median  household  net 
worth  of  whites  was  nearly  12  times 
that  of  blacks."  Net  worth,  more  than 
income,  is  a  good  predictor  of  repay- 
ment because  it  distinguishes  a  future 
orientation  from  a  present  one. 

History  is  repeating  itself,  this  time 
in  the  nation's  capital.  In  the  Wash- 
ington Post  in  June,  Joel  Brenner  and 
Liz  Spayd  claimed  local  blacks  are 
twice  as  likely  as  local  whites  to  be 
turned  down  for  loans.  The  reporters 


ignored  individual  applications  and 
looked  only  at  neighborhoods.  Area 
banks  rushed  to  make  concessions. 
Congress  is  holding  hearings  anyway. 

Ralph  Nader,  like  the  lynch  mob 
newspapers,  ignored  credit  ratings, 
assets,  incomes  and  job  histories.  He 
even  claimed  that  blacks  are  being 
"induced"  not  to  apply. 

Nader  and  his  allies  cite  a  1992 
Boston  Federal  Reserve  study  by  Ali- 
cia Munnell,  now  a  high  Treasury 
official.  Munnell's  study  corrected  for 
factors  like  credit  history,  and  still 
found  a  difference  that  it  claimed 
must  be  due  to  discrimination.  Most 
of  the  media  have  swallowed  Mun- 
nell's numbers  uncritically. 

However,  Forbes'  Peter  Brimelow 
and  Leslie  Spencer  confronted  Mun- 
nell (Jan.  4,  1993)  with  the  fact  that 
her  own  data  showed  racially  identical 
default  rates.  This  strongly  suggests 
racial  impartiality.  If  blacks  were  be- 
ing held  to  a  higher  standard,  i.e., 
discriminated  against,  they  would 
have  /t'ji't'r  defaults.  Munnell  conced- 
ed the  point. 

And  recently  an  op  ed  piece  in  the 
Wall  Street  Journal  by  University  of 
Texas  economist  Stan  Leibowitz  di- 
recdy  attacked  Munnell's  raw  data. 

Other  evidence  runs  counter  to 
Munnell's  study.  In  1989  the  New 
York  State  Banking  Department  ex- 
amined ten  banks  accused  of  discrimi- 
nation. It  looked  at  specific  applica- 
tions and  concluded  that  the  banks 
had  been  fair.  Objective  factors  ex- 
plained the  racial  gap. 

As  Nader  and  his  gang  and  their 
think-alikes  see  it,  however,  objectiv- 
ity is  not  enough.  That's  why  Repre- 
sentative Joseph  Kennedy  (D-Mass.) 
is  pushing  quotas  in  lending.  A  last 
vestige  of  institutionalized  merit,  the 
credit  rating,  is  on  its  way  out,  to  be 
replaced  with  a  new  and  almost  invisi- 
ble form  of  welfare.  Among  lenders, 
no  one  is  resisting,  for  the  ghost  of 
Decatur  haunts  the  future  victims.  H 
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IN    KEEPING  WITH 


MODERN  TRAVEL 


YOU'LL  ARRIVE 


RELAXED,  REFRESHED 

AND    WAY    AHEAD    OF    YOUR  LUGGAGE. 


"An  expansive  cahin,"  observed  the  editors  at  Car  and  Driver,  "offers  comfy  seating 

for  five  big  fol\s  plus  luggage  space  that  will  ma\e  a  Range  Rover  buyer  try  to 
change  the  subject','  which  is,     /f/^lBHJP^V  course,  the  Isuzu  Trooper. 

And  according  to  those  w  have  driven  one,  it  just  may 

be  the  most  spacious,    ^jjj^lj^BKiSS^^^^lKS:,   welVcrafted  four-wheel 
drive  to  ever  arrive.  U|^^^L|^J|^ZI^ij2      Anywhere.  (800)  ll&llOO 


ISUZU 


Practically//4mazing 


By  reviving  and  modernizing  an  ancient  art, 
David  Copperfield  has  capitalized  on  a  growing 
demand  for  family  entertainment  and  made  himself 
one  of  the  hottest  names  in  show  business. 

Now  you 
seek 


now  you  don't 


By  Lisa 
Gubemick 
and  Peter 
Newcomb 


David  Copperfield, 
reigning  king  of 
the  magic  empire 
"He  is  clearly 
using  MTV  as  the 
metaplior  for  his 
performance." 


The  stage  lights  are  dim.  Aerosmith's  "Love 
in  an  Elevator"  pulsates  through  the  biggest 
theater  at  Caesars  Palace  in  Las  Vegas.  A  glass 
elevator,  seemingly  empt>',  descends  toward  the 
stage.  Smoke  rolls  across  the  proscenium  and  for 
a  moment  the  elevator  is  enveloped  in  fog. 
Moments  later,  a  flash  of  light  and  a  musical 
crescendo. 

The  elevator  doors  open,  and  there,  to  wild 
applause,  emerges  David  Copperfield,  perhaps 
the  hottest  item  in  show  business  these  days. 
Copperfield  belts  out  no  songs,  grinds  no  pelvis 
and  cracks  few  jokes.  For  all  his  blow-dried  shag 
fanning  a  hip  halo  around  a  soap  opera  star 
handsome  face,  David  Copperfield  is  a  magician. 
And  a  show  business  phenomenon. 

He  will  pull  in  $26  million  this  year,  rising 
from  17th  to  lOdi  place  on  Forbes'  annual  list  of 
the  nation's  highest-earning  performers.  Fie  will 
do  so  by  delix'ering  a  st)de  of  entertainment  that 
seems  out  of  place  in  a  sex-saturated  era.  Copper- 
field  whisks  his  viewers  to  a  world  of  simple 
wonders:  a  woman  seemingly  divided  into  quad- 
rants— hands  waving  from  the  top  of  one  table, 
face  smiling  from  another;  a  man  seemingly 
flying.  As  Tony  Spina,  the  owner  of  Tannen's,  in 
New  York  City,  one  of  the  largest  magic  stores  in 
the  U.S.,  says,  "Magic  is  the  greatest  form  of 
escapism  around." 

Copperfield  is  magic's  most  visible  representa- 
tive, but  the  trend  he  represents  mns  wide  and 
deep.  Spina's  store,  selling  such  paraphernalia  as  a 


bou-cane  (a  cane  that  turns  into  a  bouquet  of 
flowers)  and  vanishing  bags,  will  gross  over  $1 
million  this  year.  Other  performers  and  impresa- 
rios are  getting  into  the  act.  Michael  Jackson 
signed  on  John  Gaughn,  a  top  illusion  designer, 
to  create  an  illusion  for  his  stage  show.  Andrew 
Lloyd  Webber  even  had  a  magical  illusion  in  his 
Broadway  production  Phantom  of  the  Opera. 

Hollywood  isn't  being  left:  behind.  There  is 
talk  that  Hollywood  Pictures  is  working  on 
Smoke  and  Mirrors,  a  movie  about  Jean  Eugene 
Robert- Houdin,  a  French  watchmaker  turned 
illusionist.  Not  bad,  considering  that  it  wasn't  so 
long  ago  that  the  magic  business  was  all  but 
moribund. 

Thus  is  reborn  a  primeval  art.  Magic,  sorcery, 
in  one  form  or  another,  is  perhaps  as  old  as  the 
human  race,  the  word  magic  itself  deriving  ft-om 
ancient  Greek  and  Persian  roots.  In  its  modern 
form  as  staged  entertainment,  the  craft:  traces  to 
the  mid-I9th  century  and  Robert-Houdin. 
Houdin  (1805-71),  as  he  became  known,  dis- 
carded Merlin's  robes  and  donned  a  tuxedo 
instead,  dressing  like  the  audiences  that  came  to 
see  him.  "The  really  successfial  magicians  are  the 
ones  who  are  able  to  resonate  with  their  audien 
ces,"  says  Charles  Reynolds,  a  magic  consultant 
whose  clients  include  Harr\'  Blackstone  Jr.  and 
England's  Thames  Television. 

No  one  resonated  better  than  Harr\'  Houdini, 
ne  Elirich  Weiss,  the  son  of  an  impoverished 
Hungarian  rabbi  who  immigrated  to  the  U.S. 
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Magic 


ABOVE: 

Harry  Houdini 

RIGHT: 

Harry  Blackstone 

BELOW: 
Doug  Henning 
From  vaudeville 
to  1970s  love 
culture,  each  of 
these  magicians 
added  some  new 
twist  to  the  craft, 


when  Ehrich  was  an  infaiit. 

Taking  up  magic  after  reputedly  reading  the 
memoirs  of  Robert- Houdin  and  appropriating 
the  name  of  his  French  predecessor,  Weiss  be- 
came Harr)'  Houdini — '•''The  Great  Houdini" — 
earning  in  1915  the  then  princely  sum  of  roughly 
$75,000  a  year  by  performing  such  pranks  as 
escaping  from  a  nailed-shut  cask  or  the  local  jail. 

Houdini  died  in  1926,  leaving  the  way  clear  for 
Thurston  and  Harry  Blackstone,  the  last  of  the 


great  vaudeville  magicians.  In  solo  performances 
or  as  vaudeville  acts  accompanying  a  movie^ 
magic  acts  were  an  entertainment  staple  in  the 
1930s  and  1940s.  But  as  live  performances  lost 
popularity  because  of  the  increased  use  of  movie 
double  features  and,  later,  the  advent  of  tele- 
vision, magic  lost  its  stages.  Audiences  had 
grown  jaded  and  cynical;  magic  no  longer 
charmed  them. 

At  first  it  was  thought  television  would  help 
revive  the  art,  but  it  didn't.  Except  for  the 
occasional  Ed  Sullivan  spot,  there  was  litde 
magic  on  the  small  screen;  television  audiences 
couldn't  be  convinced  that  the  illusions  were 
created  by  the  magicians  and  not  the  camera. 

But  it  was  New  Age  attitudes,  not  technology', 
that  gave  magic  a  shot  in  the  arm.  In  the  earl\' 
1970s  magician  Doug  Henning  showed  up  on 
television  with  a  shoulder-length  mane  and  flow- 
ing tie-dyes.  "Flenning  was  one  with  his  audi- 
ences, the  flower  children,  the  hippies,"  says 
Charles  Reynolds.  "He  somehow  convinced 
them  that  he  really  believed.  Before  the  1980s 
were  over,  Henning  had  joined  Maharishi  Ma- 
hesh  Yogi  and  dropped  out  of  the  magic  business 
altogether.  He  is  currentiy  promoting  Veda 
Land,  a  proposed  300-acre  theme  park  near 
Niagara  Falls  designed  around  his  mystic. 

In  his  footsteps  came  David  Copperfield,  who 
gave  the  craft  its  current  late-20th-ccntur\'  trim- 
mings. Born  in  1956,  in  Metuchen,  N.J.,  David 
Seth  Kotkin,  the  only  child  of  Rebecca  and 
Hyman  Kotkin,  owners  of  a  men's  clothing 
store,  started  performing  before  he  turned  10. 
He  was  something  of  a  prodigy;  by  16  he  was 
teaching  magic  at  New  York  Universit\''s  drama 
department.  By  18  he  had  his  own  stage  show, 
Tlje  Mapfic  Man,  in  Chicago.  He  was  spotted  by 
a  television  producer  and  in  1977  he  went  on 
the  air  to  do  a  series  of  spots  to  promote  abc's 
new  fall  shows.  The  next  year  CBS  offered  him  his 
own  special;  it  has  run  annually  ever  since. 

Over  the  years  Copperfield  has  escaped  from  a 
flaming  raft  over  Niagara  Falls,  from  shackles 
while  suspended  over  hundreds  of  flaming  metal 
stakes,  as  well  as  from  an  imploding  skyscraper. 
He  has  walked  through  die  Great  Wall  of  China, 
levitated  a  Ferrari  and  made  a  7-ton  jediner  and 
the  Statue  of  Liberty  disappear. 

But  perhaps  Copperfield's  most  impressive 
feat  is  his  transformation  of  his  own  stage  person- 
ality. He  started  as  a  stiff  performer  who  looked 
like  Donny  Oamond  in  a  rented  tuxedo.  Now  he 
looks  an  ersatz  rock  star,  complete  with  motorcy- 
cle, studded  leather  jacket  and  tight  black  jeans. 
"1  made  the  decision  to  dress  like  I  did  in  real 
life,"  he  says.  He  started  incorporating  rock 
music  into  his  show,  turning  his  illusions  into 
little  romantic  dramas  scored  by  the  likes  of  Peter 
Gabriel  and  Terence  Trent  D'Arby.  "Copper- 
field  is  essentially  doing  music  videos  with  magic 
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in  them,"  says  Teller,  the  usually  silent  half  of 
Penn  and  Teller,  the  bad  boy  duo  of  the  magic 
world.  "He's  clearly  using  MTV  as  the  metaphor 
for  his  performance,""  says  Teller  patronizingly. 

Highbrow  critics  argue  that  Copperfield  is  less 
a  magician  than  a  pop  entertainer,  more  style 
than  substance.  As  the  New  Yorker  put  it:  "He 
resembles  entertainment  the  way  Velveeta  re- 
sembles cheese."  However,  what  that  simile  fails 
to  recognize  is  that  Kraft  sells  a  lot  of  Velveeta. 

There's  no  question:  Copperfield  is  as  much 
businessman  as  illusionist.  He  has  no  agent,  and 
only  the  most  skeletal  management  team.  Even 
Penn  Jillette,  the  other  half  of  Penn  and  Teller, 
acknowledges  Copperfield's  commercial  acu- 
men. "He  has  these  formulas,  like  the  percentage 
of  new  material — about  60% — for  every  tour," 
says  Jillette.  "All  of  this  stuff  is  very,  veiy  smart, 
and  it  works.  He  has  learned  how  to  make  TV  pay 
oft,  how  to  make  it  work  together  with  his  live 
performance.  To  be  honest,  if  we  were  to  follow 
the  Copperfield  rules  of  business,  in  terms  of  pure 
finance  we'd  be  much  better  off" 

There  are  no  Ascaps  or  BMis  in  the  workH  of 
magic,  no  one  licensing  out  illusions  and  making 
sure  the  creator  gets  paid.  Thus,  who  stole  what 
trick  from  whom  has  been  a  matter  of  serious 
contention.  In  the  1920s  a  magician  named 
Horace  Goldin  sued  to  keep  other  performers 
from  doing  "Sawing  a  woman  in  half,"  which  he 
claimed  to  have  invented.  He  won  most  of  his 
cases  buc  ultimately  lost  the  war,  eaten  alive  by 
lawyers'  bills  and  never  managing  to  stop  every- 
one from  performing  the  trick. 

Copperfield  has  been  involved  in  a  number  of 
tussles  over  his  right  to  perform  various  pieces, 
but  none  of  the  cases  has  ever  gone  to  court.  And 
with  good  reason.  Once  a  case  went  public,  just 
how  Copperfield  does  what  he  does  would  end 
up  being  disclosed,  which  would  end  up  destroy- 
ing the  magic  of  it  all. 

In  truth,  none  of  what  makes  his  illusions  work 
is  terribly  complicated.  As  Jim  Steinmeyer,  the 
designer  of  Copper  fie  IcJ's  elevator,  says,  "The 
principles  of  magic  are  not  new  developments  in 
physics.  They  are  subtle,  simple  mechanics  diat 
aren't  revolutionar)'  in  any  way.  The  fact  is, 
magicians  are  guarding  an  empty  safe;  it's  valu- 
able only  as  long  as  it's  guarded." 

Judging  from  the  current  rage  in  Las  Vegas, 
that  safe  is  near  priceless.  The  most  expensive 
ticket  on  the  Strip  is  for  a  pair  of  Teutonic 
illusionists  who  cavort  with  a  pride  of  white 
tigers.  Siegfried  and  Roy  are  doing  standing- 
room-only  business  12  shows  a  week  at  the 
Mirage  Hotel  at  $73  per  ticket.  When  the  two 
first  got  to  Vegas  in  the  mid-1970s  they  landed  a 
job  at  the  Tropicana — against  the  better  instincts 
of  the  hotel's  owner.  "Magic,"  he  told  them, 
"don't  work  in  this  town." 

But  the  skeptical  showman  tried  them  out 


an}way,  and  their  G-rated  show,  just  about  the 
only  one  in  which  all  the  dancers  were  covered, 
was  soon  playing  to  packed  houses.  Now  cvcr)'- 
one  else  in  Vegas  is  trying  to  get  a  piece  of 
Siegfried  and  Roy's  success;  virtually  ever)'  casino 
claims  its  own  magic  act. 

Out  in  Los  Angeles,  at  Universal  Studio's 
brand-new  Universal  CityWalk,  one  of  the  hot- 
test new  nightspots  is  Wizardz,  a  magic  club 
and  dinner  theater.  A  20-foot-high  wizard's  hat 
anchors  the  glass  bar;  at  the  tables  around  it, 
magicians  entertain  patrons  with  "close-up" 
magic — making  cards  disappear  from  breast 
pockets  and  reappear  under  martini  glasses  on 
the  other  side  of  the  table.  Dan  Collins  had  a 
front  seat  for  one  recent  show.  The  West 
Virginia  University  sophomore  doesn't  just 
watch  magic,  he  performs  it.  "It's  a  good 
icebreaker,"  he  explained.  "It  helps  when  you 
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Watching  the 
Wizardz  show  at 
Universal's  CityWalk 
"Magic  helps 
when  you  want 
to  meet  girls." 


want  to  meet  girls." 

What  accounts  for  the  comeback  of  illusion- 
ism?  In  a  sense,  it  never  went  away.  Even  in  the 
years  when  it  was  in  public  decline,  many  peo- 
ple prided  themselves  on  performing  card 
tricks.  Each  year  there  are  a  half-dozen  magic 
conventions  across  the  U.S.,  attracting  tens  of 
thousands  of  aspiring  magicians  who  spend  the 
better  part  of  the  week  perfecting  their  sleight 
of  hand. 

Magic  Masters,  an  Atlanta- based  magic-store 
chain,  appeals  to  the  traveling  businessman  set.  A 
half-dozen  mahogany-paneled  stores,  designed 
to  look  like  Houdini's  librar}',  are  scattered  across 
the  countr)',  selling  conventioneers  everything 
from  a  $24  cup  and  ball  set  to  a  $75  ink  blotter 
that  changes  denominations  of  paper  money. 
Thoughout  the  day  magician-clerks  perform  var- 
ious illusions.  If  a  customer  buys  one,  he's  taken 
behind  a  hidden  panel  in  the  bookcase  to  learn  its 
secret.  This  year  Kenneth  Fletcher,  the  compa- 
ny's owner,  expects  to  do  $2.5  million  in  reve- 
nues, double  what  he  did  two  years  ago. 

But  what  acccounts  for  the  craft's  return  to 
center  stage  in  Vegas  and  in  the  movies.^  The 
answer  lies  in  changes  in  mass  psychology.  As  the 
so-called  baby  boom  generation  has  grown  up 
and  produced  progeny,  it  has  rediscovereci  "'to- 
getherness," a  need  to  do  things  as  a  family. 
Fathers,  moreover,  are  told  that  they  should 
spend  more  time  with  the  kids.  Divorced  fathers 
in  particular  look  for  entertainment  they  can 


share  with  offspring  m  the  limited  time  they  get 
to  see  them. 

Standing  at  a  counter  crammed  with  myriad 
card  tricks,  cups  and  balls,  and  silk  handker- 
chiefs in  Tannen's  magic  shop,  a  47-year-old 
men's  clothing  designer  named  Robert  Stock 
practices  changing  a  metal  disk  into  a  quarter 
and  then  back  again.  "I  haven't  done  any  of  this 
since  I  was  II,"  he  says.  "I  came  in  here  to  get 
my  6-year-old  some  stuff  last  week  .  .  .  now  I'm 
buying  for  me." 

Shrewd  business  people  have  been  quick  to 
cash  in.  An  entrepreneurial  Connecticut  magi- 
cian named  Bill  Herz  has  a  ten-year-old  compa- 
ny called  Magicorp  Productions,  which  special- 
izes in  embellishing  business  meetings:  sales 
fimctions,  new  product  presentations,  even 
companywide  relocations. 

Last  year  the  president  of  Schering  Labs,  a 
division  of  Schering-Plough,  hired  Herz  to 
teach  him  an  illusion  for  a  sales  meeting.  He 
stood  on  a  stage  before  his  sales  force,  an  empty 
animal  cage  beside  him.  He  threw  a  cloth  over  it, 
spun  it  around,  then  whipped  off  the  covering. 
Presto!  Inside  was  a  650-pound  Bengal  tiger. 
"It  made  the  point  better  than  a  speech  ever 
could,"  says  Herz. 

David  Copperfield  has  performed  his  show 
for  both  Reagan  and  Bush,  and  he's  hoping  to 
do  the  same  for  Bill  Clinton.  Maybe  David  can 
teach  Bill  how  to  guarantee  everyone  medical 
ser\'ices  without  raising  taxes.  H 
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lies  down 

and  does 


ood  I 


The  VltraLite*  Versa"-  notebook 
gives  new  meaning  to  tite  term 
"faithful  companion"   ,  ,  .. 


Versa  funcmns  as  a  pen- 
based  Tablet  10  enter 
no/es  or  data 


The  reversible  screen 
makes  presentavons 
a  snap 


The  UltraLite  Versa  is  truly  a  breed 
apart.  It's  versatile  and  adapts  easily 
to  meet  your  changing  needs,  whatever 
and  wherever.  For  exannple,  switch 
from  a  miono  to  color  screen,  or  put  in 
more  hard-drive  memory.  And  despite 
its  heavy-duty  technology,  the  Versa 
weighs  as  little  as  6  pounds. 

Then  there's  the  most  sophisticated 
and  flexible  display  on  the  market. 
Use  It  as  a  basic  notebook,  flip  it  around 
for  presentations,  or  use  it  as  a  pen- 
based  tablet.  Plus,  Versa's  screen 
provides  sharp  contrast  and  brilliant 
graphics,  monochrome  or  color. 
With  up  to  10  hours  of  battery  life, 
the  one  thing  it  won't  do  is  play  dead. 

Yes,  the  Versa  notebook  knows  a 
lot  of  tricks.  Its  i486'"SL  processor  is 
fast  and  powerful,  yet  conserves  power. 
Simply  swap  the  floppy  drive  for  an 
extra  battery,  doubling  battery  life. 

And  what's  a  notebook  computer 
if  you  can't  take  it  for  long  walks? 
Advanced  PCMCIA  communications 
capability  means  you  can  easily  send 
and  receive  faxes  and  retrieve  data. 
We'll  even  come  when  we're  called. 

In  addition  to  a  standard  3-year 
limited  warranty,  you  get  UltraCarer 
an  enhanced,  full-service  program  pro- 
viding fast  response  and  support  anytime, 
anywhere,  at  home  or  overseas  * 

Begging  for  more?  Call  1-800- 
NEC-VERSA  or  for  info  via  fax,  NEC 
FastFacts'"  at  1-800-366-0476, 
request  document  8583772. 

Because  ^  is  the  way  you  want  to  go. 


Communications  Features 


A 


Using  thin,  credit-card-sized 
cards,  you  can  send  and  recepve 
faxes,  talk  to  your  network,  or 
ensure  secure  data  storage  And 
for  advanced,  real-iime  mobile 
communicalions.  Versa  is  even 
ready  for  wireless  and  cellular 
connectivity  and  also  incorpo- 
rates the  newest  PCMCIA 
technology 

•Accommodates  two  Type  II  cards 

or  one  Type  III  card 
•Simultaneous  card  capability 

data/fax  modem.  LAN,  storage 
•  QuickSwap^"  compatibility,  for 

features  such  as  changing  cards 

without  powering  down 


The  Ultrabte  Versa 
IS  The  first  of  a  r)ew 
series  of  computer 
products  from 
NEC  designed  to 
work  together 
with  enhanced 
functionality 
and  advanced 
ergonomics. 


With  the  UltraUte  Versa  you  can  choose  your  own  best  friend. 


Features/Options 


Versa's  many  standard  and  optional  fea- 
tures provide  exceptional  upgradability  and 
flexibility,  to  give  you  the  power  to  choose 
the  system  you  need  today  and  then 
enhance  its  features  as  your  needs  change 

Battery 

•  DoubleTime^"  technology,  for  increased 
battery  power 

•Long-life  NilVIH  battery  pack  2  5  to  5 
hours  (color)  and  4  to  6  hours  (mono) 

•  Optional  secondary  battery  for  a  total  of  5 
to  10  hours  (color)  and  8  to  12  hours  (mono) 

Storage  and  memory 

•Choice  of  120M8.  180MB.  or  250MB  easily 
removable  hard  drives,  no  tools  required 

'Slide-in  memop/  cards,  for  upgradability 
from  4MB  all  the  way  to  20MB** 

Processor 
•i486SL  processor,  25MHz  or  33MHz 
•Built-in  numeric  coprocessor  and  8KB  cache 

Screen 

•  High-speed  local  bus  video  and  desktop-level 
640  X  480  display 

•NEC-upgradable  to  pen  capability^*  mono 
or  color 

•  Standard  9  4"  STN  sidelit  Super  VGA  mono- 
chrome screen,  with  64  shades  of  gray 

•  Optional  9  45"  TFT  active-matrix  Super  VGA 
color  screen,  with  wide-angle  viewing  and 
256-color  display  out  of  a  possible  226.000 

Docking  Station 
•2  full-sized  ISA  slots,  for  expandability 
•3  drive  bays  2  external  5  25'  and 

1  internal  3  5" 

•  Integrated  microphone  and  headphone  ports 
Pointing  Device 

•Custom  Ballpoint^"  mouse  standard 


Versa  Pad 


NEC's  new  VersaPad^*^.  the  ideal 
platform  for  corporate  pen  com- 
puting Perfect  for  data  collection 
and  transmission  needs,  including 
inventory  control,  sales  force  auto- 
mation and  merchandising 

•  FuH-function  i486SL  portable  tab- 
let computer 

•  Slim  4-pound  design  with  VGA 
transflective  screen  for  clear 
indoor/Outdoor  viewing 

•  2  PCMCIA  Type  II  slots,  for  flexible 
communications  and  storage 

•  NiMH  battery  options  and 
advanced  power  management, 
for  long  battery  life 

•Available  with  all  maior  pen  com- 
puting environments,  including 
Windows  for  Pen  Computing™  and 
PenPoint*^*^  software 
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r  WAS  HOLLYWOOD'S  bcst  summer  ever,  but  the  biggest 
loney  in  entertainment  was  made  on  the  small  screen.  On 
Dp  of  the  list  for  the  first  time  is  TV  talk  show  hostess 
)prah  Winft-ey.  She  is  a  vertically  integrated  entertain- 
lent  powerhouse.  She  owns  100%  of  The  Oprah  Winfrey 
how,  produces  it  herself  and  owns  Harpo  Studios,  where 
tie  show  is  filmed,  a  100,000-square-foot  production 
icilit}'  taking  up  an  entire  block  on  Chicago's  West  Side. 
lie  Oprah  Winfrey  Show  is  seen  in  over  99%  of  U.S.  TV 
larkets  and  in  64  countries,  generating  over  $170  million 
1  revenue.  Winfrey's  two-year  take,  $98  million. 

Close  behind  is  the  silver  screen's  golden  boy,  director 
teven  Spielberg,  with  $72  million.  Spielberg  grabbed  the 
/orld's  moviegoers  like  a  velociraptor  Wixh  Jurassic  Park. 
'he  dinosaur  flick  could  take  in  some  $600  million  this 
ear,  becoming  the  biggest-grossing  movie  of  all  time.  If 
ideocassette  sales  Jurassic  Park  prove  equally  vora- 
ious,  the  filmmaker  has  a  shot  at  topping  the  list  next  year. 

Falling  from  number  one  is  funnyman  Bill  Cosby,  who 
as  held  the  top  spot  for  three  of  the  last  seven  years.  But 
'osby  is  no  has-been.  In  the  number  three  spot  among  the 
'op  40,  he  rakes  in  a  two-year  total  of  $66  million. 

)ragging  him  down:  Cosby  gambled,  and  lost,  with  a      >  XnTosUilm  producer 

tiow  based  upon  and  named  after  Groucho  Marx's  j  \  5^993  ^  52,000,000 
lassie  Tou  Bet  Tour  Life.  It  flopped,  but  Cosby  will  be  1992  $46^000,000 
iack  this  fall  as  director  of  made-for-TV  movies  for  nbc.  Total   $  98,000,000 

Tops  among  the  newcomers  to  our  Top  40  is  British 
;uitarist  Eric  Clapton.  He  pulled  the  plug  on  his  trusty  Warner  Books.  "The  movie  business  is  driving  the  prices." 
tratocaster  guitar  and  had  the  biggest-selling  album  of  his  Also  new  is  the  list's  youngest  member:  cinema  phenom 
areer,  sweeping  the  Grammy  awards  in  the  process.  His  Macaulay  Culkin,  13.  Culkin,  who  made  fame  with  his 
Ibum  Unpinned  could  sell  over  10  million  copies  by  Munchian  scream  in  the  Home  Alone  movies,  now  com- 
ear-end.  Combined  with  money  made  from  the  concert  mands  some  $8  million  a  movie  to  star.  Shirley  Temple 
rail,  Clapton  should  ring  up  $33  million  over  two  years.     never  had  it  so  good.  Culkin's  two-year  total,  a  quite 

Two  hot  writers  join  the  list:  Michael  Crichton  and  John  grown  up  $23  million, 
irisham.  Crichton  wrote  Jurassic  Park,  at  8  million  copies  Off"  the  list  afi:er  seven  years  is  the  king  of  late-night  TV, 
nd  counting,  giving  him  some  $24  million  over  two  Johnny  Carson,  who  retired  after  almost  30  years  on  NBC. 
ears.  Grisham,  a  former  Mississippi  trial  lawyer,  has  The  talk  show  wars  claimed  Arsenio  Hall,  whose  earnings 
/ritten  four  courtroom  thrillers.  His  two-year  take,  about  went  down  with  his  ratings.  (Watch  out:  Here  comes 
;25  million.  Hollywood  coin  has  boosted  Crichton's  and  David  Letterman  and  his  $14  million  salary  from  CBS.) 
irisham's  take.  Universal  Pictures  anted  up  over  $3.5  Also  off" the  list  is  Frank  Sinatra,  who,  scarcely  needing 
nillion  for  Grisham's  next  book  without  having  read  a  the  money  and  feeling  his  77  years,  has  cut  back  on  live 
/ord  of  it.  Warner  Bros,  paid  a  similar  amount  for  performances. 

>ichton's  next,  sight  unseen.  No  Rolling  Stones  this  year,  but  they'll  be  back.  Mick 

"The  movie  business  has  discovered  the  power  of  the  and  Keith  are  said  to  be  strumming  up  a  $100  million  deal 
lOok,  and  the  book  business  has  rediscovered  the  power  of    for  an  upcoming  tour. 

he  silver  screen,"  says  Laurence  Kirshbaum,  president  of       And  the  beat  goes  on.  Bi 
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The  Top  40 


Garth  Brooks 
country  music  singer 

1993  $23,000,000 
1992  $24,000,000 
Total  $47,000,000 


\      David  Copperfield 
illusionist 

^  ^  1993  $26,000,000 
1992  $20,000,000 
Total    $  46,000,000 


\      Arnold  Schwarzenegger 
actor 

P  ^  1993  $  15,000,000 
1992  $28,000,000 
Total    $  43,000,000 


Michael  Jacksoi 


12<'  pop  singer 

/  ^  1 


993  $  16,000 
1992  $26,000 
Total  $42,000 


Eric  Clapton  x       Grateful  Dead  ^       Siegfried  &  Roy 

4        rock  musician  rock  group  \&f  illusionists 

\    1993  $  19,000,000  /  \     1993  $  18,000,000  f  \    1993  $  17,000,000 

1992  $  14,000,000  1992  $  15,000,000  1992  $  15,000,000 

Total    $33,000,000  Total    $33,000,000  Total  $32,000,000 
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nger 

$14,000,000 
$35,000,000 
$49,000,000 


Charles  Schuiz 


0  f  cartoonist 

/  ^  1993  $24,000,000 
1992  $  24,000,000 
Total    $  48,000,000 


Kevin  Costner 
actor,  director 

1993  $27,000,000 
1992  $21,000,000 
Total  $48,000,000 


\  U2 

o  X  rocif  group 

/  \  1993  $  20,000,000 
1992  $27,000,000 
Total    $  47,000,000 


ulio  Iglesias 
top  singer 

.993  $  15,000,000 
.992  $25,000,000 
"otal    $  40,000,000 


Tom  Cruise 
actor 

1993  $  19,000,000 
1992  $  18,000,000 
Total    $  37,000,000 


Madonna 
IjS^'  pop  singer,  actress 

/  ^  1993  $  13,000,000 
1992  $24,000,000 
Total  $37,000,000 


ibson 


$10,000,000 
$22,000,000 
$32,000,000 


4 

20< 


Tom  Clancy 
noveiist 

1993  $  17,000,000 
1992  $  14,000,000 
Total  $31,000,000 


Eddie  Murphy 
actor,  comedian 

1993  $  17,000,000 
1992  $  13,000,000 
Total    $  30,000,000 


Billy  Ray  Cyrus 
n4  X  country  music  singer 

/  \  1993  $20,000,000 
1992  $  9,000,000 
Total    $  29,000,000 


Forbes  ■  September  27,  1993 


99 


Sylvester  Stallone 
actor 

1993  $  13,000,000 
1992  $  16,000,000 
Total    $  29,000,000 


Robin  Williams 
actor,  comedian 

1993  $  9,000,000 
1992  $20,000,000 
Total    $  29,000,000 


Jack  Nicholson 
actor 

1993  $  14,000,000 
1992  $  14,000,000 
Total    $  28,000,000 


\      Stephen  King 
26<^  novelist 

^  '  1993  $  13,000,000 
1992  $  15,000,000 
Total    $  28,000,000 


_  Neil  Diamond 
fl^  pop  singer 


1993 
1992 
Total 


$  13,000,000 
$  15,000,000 
$  28,000,000 


\  Xuxa 

TV  liost,  pop  singer 

^  ^  1993  $  15,000,000 
1992  $  12,000,000 
Total  $27,000,000 


Harrison  Ford 

*  \  1993  $  17,000,000 
1992  $  9,000,000 
Total    $  26,000,000 
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1^  Clint  Eastwood 
ma/  actor,  director 

*  \  1993  $  14,000,000 
1992  $  12,000,000 
Total    $  26,000.000 


John  Grisham 


novelist 

V\  1993  $  17,000,000 
1992  $  8,000,000 
Total    $  25,000,000 
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ARE  YOU  CUSTOMERIZED? 


1.  Do  you  have  as  many  customers  as  you  want? 

□  Yes   □  No 

Can  a  bottom  line  be  too  healthy?  Of  course 
not.  And  neither  can  a  growth-oriented  company 
have  too  many  customers.  They're  the  engine  that 
generates  revenue. 

2.  Are  your  customers  as  loyal  as  you  want? 

□  Yes   □  No 

It's  one  thing  to  gain  customers.  It's  another 
to  keep  them.  The  strength  of  your  business  depends 
largely  upon  your  ability  to  sustain  a  relationship 
with  customers. 

3.  Do  you  generate  as  much  business  from  each 
customer  as  you  want? 

□  Yes   □  No 

A  critical  component  of  business  growth  is 
increased  sales  content.  To  maximize  each  business 
opportunity,  you  need  a  way  to  leverage  your  entire 
organization— to  bring  it  totally  to  bear  at  the  point 
of  customer  contact. 

4.  Do  you  really  know  what  your  customers  want? 

□  Yes   □  No 

Are  you  alert  to  every  product  your  customers 
could  use?  Every  service  that  might  interest  them? 
Every  transaction  they're  prepared  to  make?  Every 
sale  they'd  allow  you  to  clinch?  Are  you  thoroughly 
tapped  into  your  market? 

5.  Does  your  entire  organization  know  what  your 
customers  want? 

□  Yes   □  No 

A  customer  orientation  has  limited  value  unless 
it's  embedded  in  the  very  fiber  of  an  enterprise— at 
all  levels,  and  at  every  place  that  directly  or  indirectly 
impacts  the  customer. 

6.  Is  your  information  strategy  focused  on 
helping  you  hear  what  customers  and  markets  are 
trying  to  tell  you? 

□  Yes   □  No 

The  next  best  thing  to  reading  your  customers' 
minds  is  listening  to  what  they're  saying.  But  unless 
you're  constantly  tuned  in  to  customers'  signals, 
you're  missing  messages  that  could  guide  you  to 
greater  results  for  your  business. 


7.  Can  your  organization  respond  quickly  to  whs 
customers  and  markets  are  telling  you? 

□  Yes   □  No 

When  the  flow  lines  of  your  information  systen 
are  not  within  your  customers'  reach,  you  won't 
always  sense  when  opportunity  knocks.  But  even  if 
you  do,  getting  the  message  is  not  enough.  If  you 
can't  reply  rapidly  to  market  cues  with  information, 
products  and  services,  revenue  opportunities  are  los 

8.  Does  your  information  strategy  enable  you 
to  proactively  deliver  information  to  your 
customers?  I 

□  Yes   □  No  1 

Many  business  plans  underestimate  the  power 
of  information  to  build  customer  relationships. 
But  imagine  the  advantage  of  an  information  tech- 
nolog>'  strategy  that  transforms  information  into 
customer-generating,  revenue-generating  fuel. 

9.  Are  the  full  capabUities  of  your  organization 
accessible  to  your  customers  at  all  your  field 
locations?  j 

□  Yes   □  No  1 
An  office.  A  branch.  A  retail  site.  To  a  custome 

that's  your  company.  One  small  part  of  the  whole,  j 
Which  is  why  you  need  to  leverage  your  entire  orgaii 
zation  by  extending  its  capabilities  to  each  point  of 
customer  contact. 

10.  Does  your  information  strategy  reflect  the 
bottom-line  importance  of  customer  service? 

□  Yes   □  No 

Business  is  built  on  customers.  Without  them,  ! 
there  is  no  bottom  line.  Government  is  also  built 
on  customers,  the  public.  And  whether  you're  in  the 
business  of  commerce  or  the  business  of  governmen 
no  objective  of  an  information  strategy  is  more 
fundamental  than  enhanced  customer  service.  | 

The  Bottom  Line.   If  you  answered  No  to  any 
of  these  questions,  you  're  not  yet  customerized. 
But  you  might  well  agree  that  this  simple  test 
suggests  the  enormous  advantages  of  becoming 
customerized.  And  as  the  leader  at  customerizini 
business  and  government,  Unisys  will  work  with 
you  to  provide  the  answers  you  need. 


I 


There's  a  word 
so  powerful  it  answers  all 
the  questions  on  this  test. 

Customerize. 


This  test  poses  tough  questions 
)ut  custoraer  service.  So  does  the  real- 
rid  business  environment.  That's  v^^hy 
isys  is  introducing  an  answer  which 
I  transform  your  customer  service  into 
ompetitive  advantage:  customerize. 

When  you  customerize,  you  put  the 
jtomer  at  the  heart  of  your  world, 
her  than  the  periphery.  By  embedding 
jtomer  service  objectives  within  your 
ormation  strategy,  Unisys  vdll  help  you 
«nd  the  full  capabilities  of  your  enter- 
se  to  the  points  of  customer  contact- 
;  points  where  business  is  won  or  lost. 
I'U  help  enhance  your  ability  to  receive 
ormation  from  your  customers  and 
nmunicate  information  to  them,  creat- 
1  an  information  flow  which  leads  to 
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bottom-line  results.  As  customer  service 
rises  to  a  higher  level,  so  will  your  ability  to 
make  new  customers,  build  your  relation- 
ships with  them,  and  generate  revenue. 

How  to  begin?  The  perfect  starting 
place  is  our  customerize'"  assessment. 
Experienced  Unisys  business  consultants 
will  team  with  you  to  evaluate  the  infor- 
mation flow  between  you  and  your 
customers,  identify  any  barriers  to 
communication,  and  design  technology 
solutions  tied  to  achievable  business  goals. 
We'll  bring  a  standards-based,  vendor- 
independent  commitment  to  the  assign- 

UNiSYS 

We  make  it  happen. 


ment.  And  we'll  apply  our  industry-leading 
expertise  at  ensuring  that  an  information 
strategy  pays  off,  not  merely  shows  off. 


CUS'tom-erizeX  kus'-ta-ma-rlze'X  W 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attiact 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SFRVICK,  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS,  REVENUE  GENERATION 


CaU  us  at  1-800-874-8647,  ext.  17  Ask 
for  our  customerize  assessment  and  a 
complimentary  customerize  Information 
Kit.  And  ask  how  we  can  help  your  organi- 
zation earn  high  marks  in  an  increasingly 
customer-driven  era. 

CUSTOMERIZE  is  a  service  mark  of  Unisys  Corporation. 
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Cameron  Mackintosh 
producer 

1993  $  10,000,000 
1992  $  12,000,000 
Total  $22,000,000 


9< 


John  Hughes 

writer,  producer,  director 

1993  $  17,000,000 
1992  $  4,000,000 
Total  $21,000,000 


Jimmy  Buffett 
pop  singer 

1993  $  9,000,000 
1992  $  11,000,000 
Total    $  20,000,000 
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1993? 


wlmt  atoniif  for  me  mst  year, 


years,  f*i 


Trust  Company  oi 
the  West  and  the 
other  members  of 
the  TCW  group 
offer  expertise  in 
30  different  invest- 
ment areas. 

This  allows  our 
clients  to  allocate 
assets  among  a 
variety  of  invest- 
ment disciplines, 
including  6  equity 
and  7  fixed  income 
alternatives,  one  of 
which  would  rank 
in  the  1st  percentile 
for  1,  3,  and  5  years  tiC 
in  the  Russell  universe  of 
3,000  fixed  income  funds. 


Is  your  equity  manager  significantly 
outperforming  the  S&P  500? 
TCW's  Concentrated  Core 
strategy  is. 


Is  your  fixed  income  manager 
significantly  outperforming  the ' 
Salomon  Bros.  Broad  Index? 
TCW's  High  Grade  Fixed  Income 
strategy  is. 

Is  your  equity  manager  significantly 
outperforming  the  NASDAQ  Index? 
TCW's  Earnings  Momentum 
strategy  is. 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Lehman  Bros.  Mortgage-Backed 
Securities  Index?  TCW's  Mortgage- 
Backed  Securities  strategy  is. 


over 


It's  an  investment 
record  li  ke  th  IS 
that  has  enabled 
US  to  grow  assets 
under  management 
from  $8  million  to 
$40  billion  in  the 
last  21  years. 

For  more  infor- 
mation on  Private 
Client  Services  for 
individuals,  family 
trusts,  foundations 
and  other  eleemosy- 
nary  institutions 
wi  th  assets  o  f  $5 
million  or  more, 
please  contact 
Richard  E.  Waldron,  Managing 
Director,  at  (213)  244-0500. 


TCW 


Trust  Company  of  the  West 

A  MEMBER  OF  THE  TCW  GROUP  OF  COMPANIES 

LOS  ANGELES       (213)  244-0000       NEW  YORK       (212)  297-4000 


Government  has  fought  a  30-year  war  to  "improve" 
our  social  life,  and  though  the  American  people  have  lost 
faith  in  liberal  social  policy,  the  people  in  power  in 
Washington  promise  us  more  of  the  same. 

Haiir  of  the  dog 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


In  1963, 9.2%  of  our  gdp  went  for  the 
militar)'  and  5.3%  for  domestic  spend- 
ing; by  the  end  of  1992,  militaiy 
spending  had  been  cut  to  5.1%  and 
was  heading  down.  Domestic  social 
spending  had  climbed  to  11.7%  and 
was  heading  sky\\'ard. 

From  1963  to  last  year,  Social  Secu- 
rity' payments  c^uadrupleci,  from  $69 
billion  to  $285  billion.  These  figures 
are  in  constant  1992  dollars  and 
therefore  filter  out  the  effects  of  infla- 
tion. Spending  on  federal  retirement 
and  welfare  income  maintenance 
went  from  $41  billion  to  $196  billion 
in  constant  1992  dollars,  nearly  a 
fivefold  increase. 

During  these  past  30  years  govern- 
ment spending  grew  from  a  minus- 
cule drop  of  DNA  to  dinosaur  size, 
with  the  federal  debt  increasing  from 
$254  billion  to  $2,999  trillion  (in 
current  dollars).  It  is  not  so  much 
that  new  programs  multiplied  as  that 
built-in  spending  formulas  in  old 
programs  kept  expanding  inexorably 
without  control. 

Some  of  this  massive  spending  did 
some  good.  Infant  mortality  per 
1,000  live  births  dropped  from  25.2 


in  1963  to  9.8  in  1989  (the  last 
year  for  which  figures  are  available). 
A  great  deal  of  good  was  also  done 
for  the  elderly,  as  the  cjuadrupling 
of  Social  Security  payments  suggests, 
not  to  mention  the  additional 
ballooning  of  Medicare  payments 
from  a  tiny  beginning  to  a  gigantic 
sum  today. 

But  the  "war  on  poverty,"  which 
began  with  much  fanfare  under  L\'n- 
don  B.  Johnson  and  which  accounts 
for  a  good  part  of  the  increase  in 
federal  spending,  was  largely  money 
ill  spent.  The  long  fi.ise  to  exploding 
Great  Society  programs  (with  all  their 
built-in  multipliers)  was  actually  lit 
when  President  Kenned}'  submitted 
welfare  reform  legislation  "to  protect 
the  American  Family.'"  In  a  special 
message  to  Congress  in  1962,  he 
insisted  that: 

"Our  public  welfare  programs 
.  .  .  must  stress  the  integrity  and  pres- 
er\'ation  of  the  family  unit  .  .  .  must 
contribute  to  the  attack  on  dependen- 
cy, juvenile  delinquency,  family 
breakdown,  illegitimacy,  ill  health 
and  disability' .  .  .  must  reduce  the  in- 
cidence of  these  problems,  prevent 
their  occurrence  and  recurrence,  and 
strengthen  and  protect  the  \ailnerablc 
in  a  highly  competitive  world." 

Aiid  what  has  this  30 -year  war 
accomplished  for  the  American  fam- 
ily it  set  out  to  protect?  In  1963  only 
8%  of  American  families  were  female- 
headed,  and  only  6%  of  chikiren  were 
born  out  of  wedlock.  There  were 
only  168  violent  crimes  reported  to 
the  police  for  cveiy  100,000  citizens. 
Half  of  all  Americans  had  an  annual 
income  below  $25,559.  Some  23.1% 
of  American  children  were  listed  as 
officiallv  poor  (the  povertv  line  in 
1963  was  $3,128). 

Some  three  decades  and  hundreds 
of  billions  of  dollars  later,  children 


born  out  of  wedlock  had  quadrupled 
to  24%.  Children  likely  to  spend  a' 
least  a  part  of  their  childhood  in  pover 
t)'  numbered  nearly  as  many  in  1991 
21.8%,  as  in  1963.  The  poverty'  o 
1963  occurred  under  segregation,  anc 
was  largely  rural,  at  a  time  when  there 
were  many  fewer  jobs;  whereas  po\'err\ 
among  children  today  strongly  corre 
lates  with  out-of-wedlock  births  am. 
single-family  households. 

The  relatix'ely  low  crime  rate  ol 
1963  had  by  1991  more  than  quadru- 
pled, to  758  violent  crimes  pei 
100,000  citizens. 

Under  these  circumstances,  it  is  a 
little  odd  that  Bill  Clinton  makes  Johi1 
F.  Kennedy  his  hero  and  more  go\  - 
ernment  activism  his  highest  aim. 
One  would  have  hopeci  that  he  had 
better  learned  the  lessons  of  the  last 
30  years. 

The  damage  cione  by  the  poverty,' 
programs  is  there  for  all  to  see,  but  the 
nation's  political  elites — in  the  media 
as  in  the  White  House — hide  their 
eyes  from  it.  But  if  they  and  Congress 
ha\c  not  learned  anything  in  these 
ciecacies,  the  American  people  as  a 
whole  have.  In  1963,  the  polls  show, 
76%  of  us  trusted  the  federal  govern- 
ment all  or  most  of  the  time;  today, 
21%  do.  And  who  can  blame  us> 

Government  has  fought  a  30-yeail 
war  to  "improx'e"  our  social  life — 
regarding  the  stability  of  the  family, 
the  condition  of  children,  the  public 
\'ulnerability  of  all  of  us  to  violent 
crime — only  to  make  it  worse  through 
the  unintentional  consec]uences  oil 
goN'ernment  policy.  Liberal  goxern- 
ment  has  been  naive.  Liberal  govern- 
ment has  been  an  overpromiser  and  an 
underachiever.  ..^nd  now  we  have  an 
Administration  proferring  us  a  hair  ot 
the  dog  that  bit  us.  More  gox  ernment 
is  a  remedy  that  only  the  politicians 
believe  in. 
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Your  demand  for  a  first-class  ticket  to  Milan.  Pronto. 
Not  Overlooked. 

Your  desire  for  trousers  pressed  to  military  standards.  On  tlie  douLle. 

Not  Overlooked. 

Your  craving  for  New  York  steak  witk  kand-cut  fries.  At  1:30  a.m. 

Not  Overlooked. 

and 

Ahove, 

an  example  of  some  tkings  we  admittedly  overlook. 


ve  never  experienced  anytking  quite  like  it. 
Even  in  New^lork. 


FburSeasons  Hotel 

NEW  YORK 

57  EAST  57TH  STREET  BETWEEN  ^MDISON  AND  PARK 
PHONE  (212)  758-5700  OR  YOUR  TRAVEL  COUNSELOR- 


Printing  wheeler-dealer  Jim  Sullivan  learned  the  hard 
way  that  bad  financing  can  wreck  a  fine  company. 


Sullivan's 
ordeals 


By  Phyllis  Berman  and  Nancy  Rotenicr 


The  gods  look  out  for  James  T. 
Sullixan,  54,  who  now  heads  Nash- 
ville-based Sullivan  Communica- 
tions, Inc.,  one  of  the  largest  com- 
mercial printers  in  the  U.S.  Jim  Sulli- 
van has  a  way  of  slipping  in  mud  and 
coming  up  smelling  of  roses. 

When  Robert  Maxwell  was  riding 
high,  Sullivan  headeci  the  flamboyant 
crook's  publishing  empire  in  the  U.S. 
A  few  years  before  Maxwell  drov\'ned 
in  the  Atlantic  and  took  his  empire 
with  him,  Sullivan  was  head-hunted 
away.  In  1988  a  Chicago-based  ven- 
ture capital  firm  calleci  Colder, 
Thoma  &  Cressey  had  concluded  that 
the  printing  business  was  highly  frag- 
mented and  ready  for  consolidation. 
It  began  making  acquisitions  and  re- 
cruited Sullix  an  to  run  the  business. 


Colder,  Thoma  set  its  sights  on 
Creater  Buffalo  Press,  a  well-rim  and 
technologically  proficient  printing 
companv-  It  was,  among  other  things, 
the  largest  producer  of  Sunday  comics 
in  the  nation  and  was  then  grossing 
$472  million  a  year.  Because  of  dis- 
sension within  the  controlling 
Koessler  family,  the  compan)'  was  for 
sale.  Sullivan  and  Colder,  Thoma  ar- 
ranged for  Merrill  Lynch  to  provide 
bridge  financing  for  the  deal.  The 
Koessler  family,  represented  by  Was- 
serstein  Perella,  sold.  Sullivan  Com- 
munications was  born. 

Those  were  the  days  when  Bruce 
Wasserstein  was  known  as  "Bid-'em- 
up  Bruce,"  for  his  tendency  to  close 
deals  at  top  dollar.  But  the  price 
didn't  look  steep  at  the  time:  $354 


Sullivan  Communications'  chief,  James  Sullivan 
Taking  his  company  on  a  roiie^coaster  ride. 


million,  just  5.5  times  1989  earningsi 
before  interest,  taxes,  dcpreciationj 
and  amortization.  When  Sullivanj 
Communications'  hhi  i  da  plungedj 
the  next  year  to  just  $48  million,  it] 
was  a  different  picture.  Besides,  as  was 
typical  of  leveraged  buyouts  in  those 
days,  huge  fees  were  loaded  onto  the 
price,  a  total  of  $20  million,  including 
$2  million  to  Colder,  Thoma  and  $1 
million  to  Sullivan  himself 

Sullivan  Communications  had  $40 
million  in  equity — most  of  it  with 
Colder,  Fhoma;  Sullivan;  and  several 
members  of  the  Koessler  family — and 
$314  million  in  debt. 

Then  the  junk  bond  market  col- 
lapsed. In  Februarv'  1990  the  compa- 
ny offered  $100  million  in  junk  bonds 
to  raise  money  to  repay  Merrill's 
bridge  loan.  It  had  to  pay  15%  for  the 
mone)'  and  sold  an  equit)'  kicker. 

By  now  Sullivan  must  have  wished 
he  were  back  working  for  Maxwell. 
He  decided  to  ask  for  a  price  increase 
from  Newhouse  Newspapers,  one  of 
the  plants'  biggest  comic  strip  print- 
ing customers.  Newhouse  took  its 
business  elsewhere.  So  did  the  tabloid 
the  Star,  when  that  paper  was  sold  to 
the  National  Enquirer. 

Sullivan  Communications  was  in 
violation  of  its  bank  covenants  two 
years  after  the  deal  closed.  The  banks 
eased  up  in  March  1992,  but  eight 
months  later  the  company  again  de- 
faulted under  its  covenants  when  its 
cash  flow  decreased  to  $39  million. 

By  1992  Sullivan  Communications 
looked  like  a  goner,  yet  one  more 
victim  to  overleveraging.  Some  of  its 
junk  bonds  sold  as  low  as  70  cents  on 
the  dollar  in  mid- 1992. 

But,  as  we  said,  Sullivan  is  a  lucky 
man,  which  we  define  here  as  a  man 
who  helps  make  his  own  luck.  In 
March  1992  Sullivan  started  cracking 
into  the  free-standing  insert  business. 
This  has  long  been  dominated  by 
Rupert  Murdoch's  News  Corp.  and 
Australian  Kerry  Packer's  Valassis 
Communications.  Over  three-quar- 
ters of  American  consumers  use  cou- 
pons, mainly  distributed  through 
newspapers  in  booklets  known  in  the 
industn,'  as  free-standing  inserts 
(fsis).  Lastyear  in  the  U.S.,  7.7  billion 
coupons  were  redeemed.  This  year's 
total  will  probably  be  even  larger. 

Not  everyone  can  print  such  cou- 
pons; it  is  a  specialized,  capital-inten- 


108 


Forbes  ■  September  27,  1993 


British  Airways 

The  world's  favourite  airline^.^' 


Sullivan  Communications 


sive  process,  but  one  that  can  bring 
gross  margins  of  35%  and  returns  on 
assets  of  25%.  With  only  two  suppli- 
ers, prices  ran  as  high  as  $7.20  per 
1,000  pages  for  clients  like  Bristol- 
Myers  Squibb  and  Lever  Brothers. 

Sullivan  wanted  a  piece  of  the  mar- 
ket. Last  November  his  company 
pushed  out  its  first  free-standing  in- 
serts for  such  companies  as  Procter  &; 
Gamble  and  Quaker  Oats.  But  Sulli- 
van needed  some  stronger  finances 
before  he  could  really  break  into  the 
market.  He  went  to  Morgan  Stanley. 
The  investment  firm  liked  his  story  so 
much  it  agreed  to  finance  a  restructur- 
ing that  would  put  in  fresh  capital  and 
leave  Sullivan  in  command. 

Under  the  restructuring,  Morgan 
Stanley  Leveraged  Equity  Fund  11, 
with  a  little  help  from  Sullivan  and 
other  management  executives,  put  in 
$40  million  in  new  equity  in  exchange 
for  90%  of  the  company  and  preferred 
shares.  The  bondholders  signed  the 
consent  for  the  change  of  ownership. 
Sullivan  remains  chief  executive  of  the 
operation,  and  he  and  a  few  chosen 
executives  share  7%  of  the  new  com- 
mon. Says  Sullivan:  'T  didn't  screw  up 
this  company.  It  was  a  good  company 


Valassis'  Kerry  Packer 

Those  juicy  margins  are  failing. 


before  the  deal.  And  it  is  a  good 
company  now." 

Sullivan  Communications'  entry 
has  already  begun  to  hurt  HSI  prices, 
which  have  fallen  $1.20,  to  under  $6 
per  1,000  pages  distributed. 

Now  it's  Valassis'  turn  to  hurt.  It 
had  been  taken  public  in  March  1992 
by  its  Australian  owner,  who  up- 


streamed  a  lot  of  the  capital  and  left 
the  company  loaded  with  debt.  Valas 
sis  went  public  at  $17  and  reached  a 
high  of  $25  per  share  ten  months 
later,  only  to  drop  back  to  the  offering 
price  when  Sullivan  Communications 
got  Morgan  Stanley's  backing.  Says 
Sullivan:  "At  $6  a  page  we  can  make 
good  money.  Murdoch's  News  (^orp. 
is  fine  at  $6.  The  guy  in  trouble  is 
Valassis.  At  $6  per  1,000  he  can't 
serx'icc  his  debt." 

LInlike  the  publicly  owned  Valassis, 
Sullivan  says,  ''We  don't  have  to  an- 
swer to  public  stockholders,  and  Mor- 
gan Stanley  is  supporting  us  all  the 
way.  We  will  do  whatever  it  takes  to 
build  up  market  share." 

Returning  the  compliment,  Valas 
sis  Chief  Executive  David  Brandon 
says  Sullivan  is  all  wet  in  suggesting 
that  Valassis'  debt  makes  it  a  high-cost 
producer:  "I'm  here  to  tell  you  that's 
just  flatly  not  true — not  only  because 
of  our  net  cash  position,  but  because 
of  our  untapped  bank  lines." 

So,  it  looks  like  a  price  war. 

But  after  what  he's  gone  through,  a 
little  price  war  doesn't  upset  Sulli\  an, 
not  when  he  has  his  luck — and  Mor- 
gan Stanley — behind  him.  H 


Do  you  own  ''The  Best  Performing 
4.  Mutual  Fund  Of  All  Time"  ? 

Pioneer  Fund. 

65  years  young  and  not  ready  to  retire. 

Join  the  more  than  200,000  shareowners  who  are  enjoying  the  benefits  of  Pioneer  Fund  today. 
From  March  1 , 1928,  to  June  30, 1993,  $10,000  in  Pioneer  Fund  grew  to  $25,939,865.* 


Ask  your  investment 
representative  today  about 
Pioneer  Fiuul  or  rail  Pioneer  at: 

800-22M292 


You'll  get  a  free  prospectus  which  contains 
more  information  about  the  Fimd,  uiduding 
charges  and  expenses.  Please  read  it  carefully 
before  you  invest  or  send  money. 

Value  Investing  Since  1928 


PIONEER 


Pioneer  Funds  Distributor,  Inc. 

60  State  Street 

Boston,  Massachusetts  02109 


\dea\  for  retirement  plans 


'Mutual  Fund  Forecaster  {Mart  h  4,  )99.}),  conohoiiilcil  liy  ^^^^^^^^^^^•^^^^^•^••^l  lln'  iiKlrpi'iidcnl  rating  service  CD,VU  iesriil)erj;er  {Mutual 
Funds  Update.  December  .'{1,  1992).  CD/V/Wiesenberger  recognized  Pioneer  Fund  as  a  tup  performer,  noting  that  Pioneer  Fund  turned  .*10.0()()  into  more  than 
$10  million  for  the  period  .lanuary  1,  1940  through  December  31.  1992  -  outpacing  all  29  other  long-term  funds  in  its  universe.  All  fund  performance  assumes  the 
reinvestment  of  all  distributions  and  the  deduction  of  the  maxinuun  sales  charge  of  .S. 7.5%  (10.  5  and  1  year  average  annual  total  returns  through  June  30.  1993  are 
10.58%,  9.46%  an*'  8.56%  respectively).  Past  performance  does  not  guarantee  future  results.  Return  and  principal  value  will  lluctnate  and  an  investor's 
shares,  when  redeemed,  may  be  worth  nu)re  or  less  than  their  original  cost.  No  adjustnu-nts  have  been  made  for  incouu'  taxes  payable  by  shareholders. 

092793-FMX-1552 


Normally  it  wouldrit  be  unusual  to  &nd 
a  serviceman  workiag  out  of  his  van. 

Any  company  can  promise  a  copier  that  fits  your  needs. 
But  when  one  of  our  loaner  copiers  wouldn't  fit  through 
a  customers  door,  a  Lanier  serviceman  actually  made 
copies  out  of  the  back  of  his  van  so  a  critical  deadline  could  be  met. 
To  him,  it  was  just  another  service  call.  And 
another  example  of  our  Customer  Vision® 
philosophy  at  work,  doing  whatever  it  takes  to 
guarantee  your  satisfaction.  For  more  information  on  our  copiers 
and  fax  machines,  just  call  1-800-708-7088.  And  you'll  find  that 
when  it  comes  to  service,  Lanier  takes  a  back  seat  to  no  one. 


THE    PART  THAT'S 


LANiER 


ALWAYS  WORKING. 


Copy  •  Fax  •  Imaging  •  Dictation  •  Presentation 


Lanier  Worldwide,  Inc. 


JIM  AND  SARAH  BRADY 
DEFINITELY  HAVE  PRESTIGE". 


(JlA.  d  UJ^ykMiA  OmI UJiiiL  W  }7[mU^  )M.(MUM^ , 

(MAiAmUC(nA^aAul6,  ]A.oto%L  LUCUJ^AM^  IM-^^  Cddt.UJc 


Fireman's  Fund  tkanks  tke  Bradys  for  skaring  ikeir  experience  witk  us  and  for  ckoosing 
our  Prestige*  pokey  to  insure  tkeir  kome.  We've  protected  America's  finest  komes  for 
over  130  years.  For  more  information,  contact  your  independent  agent  or  kroker. 


Fi  remans 
Fund 


©  1993  Rreman's  Fund  Insurance  Company 


WE  INSURE  GOOD  NEWS, 


he  revival  of  the  old  trade  routes  linking 

ie  Baltic  and  Black  seas  to  the  West 

bIIs  best  that  Russia's  private  economy  is  developing. 

Shipload  by  shipload, 
Russia's  economy  emeirges 


y  Peter  Fuhrman 

HE  STRENGTH  of  the  Soviet  Union's 
:onomy  was  greatly  overestimated 
y  many  American  politicians,  schol- 
-s  and  the  ClA — right  up  to  its  col- 
pse  in  1991.  Now  many  of  these 
ime  people  are  greatly  overstating 
.ussia's  economic  weakness. 
Of  course,  the  old  Soviet- built 
:onomy  is  collapsing;  it  was  totally 
tificial  anyhow.  Less  visibly,  a  lively 
rivate  economy  is  springing  up.  Be- 
it with  corruption  and  criminality  it 
lay  be,  but  it  is  at  least  a  start  in 
uilding  an  economy  based  on  real 
ipply  and  demand  anci  not  upon 
overnment  dictate. 


One  set  of  statistics  above  all  others 
illuminates  what  is  happening.  Ship- 
ping, both  into  and  out  of  Russia,  is 
booming,  according  to  Lloyd's  of 
London  Maritime  Services.  Such  is 
the  growth  in  traffic  that  two  long- 
neglected  but  traditional  trade 
routes — those  linking  the  Baltic  and 
Black  seas  with  markets  to  the  West — 
are  being  revived. 

Venetian  and  Genovese  traders,  ea- 
ger to  monopolize  trade  in  Russian 
animal  hides,  wax  and  timber  masts, 
built  large  trading  posts  on  the  Black 
Sea  700  years  ago.  Two  centuries 
later,  English  merchants,  seeking  the 


same  goods,  swept  into  the  Baltic. 

Sadly,  during  this  last  century  trade 
on  both  the  Black  and  Baltic  seas 
withered.  Both  seas  became  littie 
more  than  the  inland  lakes  of  a  bro- 
ken-down Soviet  communist  system 
that  produced  little  of  value  for  export 
and  lacked  therefore  the  means  to 
import. 

Russian  waters  are  beginning  to 
teem  again  with  ships  and  trade.  The 
largest  foreign-owned  shipping  com- 
pany operating  in  Russia  is  Sea- Land, 
a  unit  of  csx  Corp.  Congested  port 
facilities  mean  the  Russians  limit  Sea- 
Land  to  a  weekly  service  at  the  main 


Containers  at 
St.  Petersburg's 
naval  dockyard 
Loading  is 
slow  going, 
but  days  faster 
tlian  at  the  nearby 
civilian  port. 
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Baltic  port  of  St.  Petersburg.  The 
company  uses  a  container  ship  that 
can  carry  up  to  400  twenty-foot-long 
containers. 

That's  way  too  little  capacity  to 
meet  demand,  so  other  Sea-Land 
ships  dock  at  Riga  in  Latvia  and  the 
Finnish  ports  of  Helsinki  and  Kottka, 
where  cargoes  are  transshipped  by 
road  or  rail  to  Russia.  This  year  Sea- 
Land  will  ship  twice  as  much  cargo 
into  Russia  as  in  1992,  while  exports 
from  Russia  will  triple,  says  Howard 
Lamb,  who  runs  the  Sea-Land  Rus- 
sian shipping  operation  from  an  office 
in  Moscow. 


Inbound,  the  cargoes  contain 
Western  consumer  products  from 
beer  to  cosmetics,  telecommunica- 
tions equipment,  machinery  and  oth- 
er capital  goods. 

Outbound,  ships  are  carrying  such 
raw  materials  as  timber,  oil  products 
and  nonferrous  metals.  They  also  bear 
surprisingly  large  quantities  of  manu- 
factured .goods,  including  refrigera- 
tors bound  for  Britain  and  acrobatic 
planes  bought  by  American  aviation 
enthusiasts. 

Not  that  everything  goes  smoothly. 
Port  operations  are  chaotic  and  totally 
inefficient.  Mountains  of  steel  and 


aluminum  await  loading  onto  ship 
Even  higher  piles  of  containers  fro 
the  U.S.,  Japan  and  Europe  awd 
clearance  by  an  understaffed  and  cor 
rupt  customs  service.  Stevedores  wil 
not  work  unless  bribed,  or  they  wai 
until  evening,  when  they  are  paic 
overtime  rates. 

Thus,  operating  in  Russia  require 
ingenuity,  plus  a  certain  moral  flexi 
bility.  Britain's  P&o,  to  circumven 
delays  in  the  civilian  port  of  St.  Peters 
burg,  has  done  a  deal  with  the  nearby 
naval  dockyard.  It  still  takes  thre< 
days  to  unload  and  load,  much  slow 
er  than  in  major  ports  like  Rotterdan 
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Rising  demand  from  Russia's  emerging 
private  economy  has  sharply  increased  the 
number  of  ships  using  Baitic  and  Biacit 
Sea  ports.  Istanbui,  the  traditional  gate- 
way for  shipping  between  the  Biacit  Sea 
and  the  IMediterranean,  has  seen  even 
larger  increases  in  traffic.  U.S.  shipping 
company  Sea-Land  is  also  using  the  Trans* 
Siberian  railroad  to  connect  the  Baltic  to 
Russia's  Pacific  port  of  Vostochny. 


Istanbul 


Sevastopol  is 
BlkCK 


TAJIKISTAN 


r  Houston,  but  far  faster  than  at  any 
ivilian  Russian  port.  P&O  uses  ships 
wned  by  Maras  Linija,  a  newly  es- 
iblished  private  Latvian  shipping 
ompany. 

The  Danish  line,  Maersk,  avoids  St. 
'etersburg  entirely,  sending  its  ships 
3  Riga.  There  it  has  helped  build  up  a 
irge  fleet  of  privately  owned  trucks, 
'hich  move  the  containerized  car- 
oes  in  road  convoys  into  Russia, 
laersk's  line  manager  in  Russia, 
lenrik  Mikkelsen,  says,  "Our  busi- 
ess  into  and  out  of  Russia  has  been 
coming  since  the  end  of  1992." 

The  trading  boom  affects  even  re- 


mote corners  of  Russia.  In  the  north- 
ern Caucasus  town  of  Krasnodar, 
Forbes  meets  a  Swedish  trader  who  is 
placing  a  second  order  for  500  tons  of 
aluminum  knives  and  forks.  The  uten- 
sils are  so  crude  as  to  be  unsalable  in 
the  West,  but  he  ships  them  from  the 
Black  Sea  to  Germany,  where  they  are 
melted  down  and  refabricated  into 
aluminum  sheet.  Total  profit  for  the 
Swedish  trader:  $100  a  ton. 

Anierica's  Continental  Grain  is  ex- 
porting Russian  soybeans  bought 
from  an  efficient  farm  in  southern 
Russia.  These  soybeans  are  shipped 
from  Rostov-on-Don  through  the 


Bosporus  to  Western  Europe. 

On  the  import  side,  an  important 
source  is  the  new  Russian  entrepre- 
neur class — the  chelnoki.  These  peo- 
ple pour  out  by  the  thousands  from 
Black  Sea  ports  to  Istanbul,  traveling 
on  old  Soviet  scientific  research  ves- 
sels converted  by  other  entrepreneurs 
into  basic  cruise  liners. 

Once  in  Turkey  they  load  up  with 
goods  to  peddle  back  home.  Presi- 
dent Yeltsin's  liberal  new  rules  allow 
Russians  to  leave  the  country  with 
$10,000  in  dollars.  The  chelnoki  use 
this  money  to  buy  inexpensive  Turk- 
ish goods  to  sell  back  home  to  shops 


i\.ussian  traae 


Former  Soviet  scientific  research  sliip  converted  to  cruise  liner 

Two  Russian  chelnoki,  entrepreneuHmporters,  rushing  back  witli  their  buys  in  Istanbul. 


and  kiosks.  These  traders  are  an  im- 
portant part  of  the  wholesale  system 
for  much  of  Russia's  private  retailing 
sector. 

On  a  recent  afternoon  200  chelnoki 
took  the  23-year-old  Izmnrod  from 
Novorossiysk  to  Istanbul. 
The  ship's  owner,  32 -year- 
old  Sergei  Kusmin,  wel- 
comed FORI5ES  aboard,  but 
was  close-mouthed.  He 
says  he  wants  as  few  people 
as  possible  to  know  about 
his  business. 

Each  chelnok  pays  $100 
for  the  round-trip,  plus 
cabin  and  food  for  six  days. 
For  that  each  can  bring 
back  for  free  as  much  cargo 
as  his  cabin  will  hold — of- 
ten more  than  a  ton  of 
goods. 

Galina  Vladimirova,  33, 
from  the  Siberian  city  of 
Perm,  is  a  regular.  She  has 
made  the  trip  six  times  al- 
ready this  year.  This  time 


she  is  after  carpets,  women's  fashions 
and  leather  coats.  After  expenses,  in- 
cluding round-trip  airfare  and  Aero- 
flot's  overweight  luggage  charges,  she 
doubles  her  money  on  each  trip.  "We 
have  to  be  ven'  fast  to  keep  up  with 


Tine  clielnoki  import  as  much  as  their  cabins  wil: 
Shopping's  so  much  better  in  Turkey. 


hold 


what  the  people  in  Perm  want  tc 
buy,"  she  explains  hurriedly,  as  sh( 
pays  a  truck  driver  to  move  her  good; 
to  the  airport. 

The  chelnoki  bring  in  at  least  $5( 
million  worth  of  goods  a  montl 
through  Novorossiysi' 
alone,  but  none  of  this  ap 
pears  in  Russia's  oflficia 
trade  figures.  The  undocu 
mented  trade  on  the  Baltic 
is  on  a  much  grander  scale 
In  1992  up  to  $2  billion  o 
metals — mainly  aluminum 
steel  and  pig  iron — lefi 
Russia,  usually  by  ship 
without  otFicial  custom; 
clearance.  This  way  Russiar 
traders  avoid  Russia's  ta> 
on  hard  currency  profits 
Port  officials  are  paid  tc 
look  the  other  way. 

One  16th-centurv'  En- 
glish trader  said  of  the  Bal 
tic  that  its  "waters  are 
worth  their  weight  in 
gold."  In  the  latter  part  ol 
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Credit  Suisse's  success  is  rooted  in  the  free-enterprise 
traditions  of  one  of  the  world's  longest-established 
democracies.  We  connbine  the  essential  qualities  of 
Swiss  stability,  security  and  reliability  with  a  dynamic 
global  presence. 


Credit  Suisse,  in  partnership  with  CS  First  Boston 
Group,  Inc.,  is  one  of  the  world's  leading  international 
financial  services  groups.  Full-service  banking 
backed  by  solid  Swiss  tradition  -  it's  a  combination 
that's  hard  to  beat. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


Head  Office:  Zuncti/Switzerland:  Represented  in  all  maior  international  financial  centres.  In  the  USA  and  Canada:  New  York  ■  Los  Angeles  ■  Atlanta  •  Ctiicago  •  Houston  ■  luliami  Montreal 

San  Francisco  •  Toronto  ■  Vancouver 
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Furniture,  carpets,  clothes,  even  sunglasses 
Actually,  she's  helping  recreate  Russian  retailing. 


the  20th  centur}^  a  key  part  of  the 
shipping  boom  in  the  Black  Sea  as  well 
as  the  Baltic  has  been  in  black  gold — 
oil  and  its  products. 

Russia's  total  official  exports  of 
crude  and  refined  products  recently 
hit  1 .9  million  barrels  a  day,  one-third 
higher  than  this  time  last  year.  But  this 
is  not  the  whole  stor\'.  Oil  traders  say  a 
sizable  v'olume  of  refined  products — 


mainly  gas  oil  and  fuel  oil — is  also 
leaving,  undocumented. 

Forbes  recently  watched  a  Greek- 
registcreti  tanker  take  on  what  port 
officials  said  was  "unofficiar'  fuel  oil 
at  the  main  Russian  oil  terminal  at 
Novorossiysk.  Such  oil  is  soki  "free 
on  board";  refiners  and  wholesalers  in 
Italy  or  Turkey  pay  the  freight 
charges. 


Some  of  this  oil  and  oil  produc 
come  from  Kazakhstan  and  oil-riq 
Azerbaijan  on  small  10,00{)-t<i 
15,000-barrel  river  tankers.  They  g( 
to  the  Black  Sea  via  Russia's  hug 
network  of  inland  waterways.  It's  ir 
efficient  but  profitable,  since  Azerba 
jan  crude  costs  just  $2  a  barrel. 

The  oil  trade  at  Novorossiysk  | 
about  to  hit  the  big  time.  Chevron 
starting  to  use  the  port.  Oil  pumpe 
from  its  $10  billion  deal  to  develo 
the  Tengiz  field  in  Kazakhstan  is  fc 
now  going  to  Russia.  Chevron  gel 
compensating  Russian  oil  via  a  pipe 
line  at  Novorossiysk.  Chevron  wi 
ship  around  I  million  tons  this  yec 
anti  expects  to  ship  around  8  millio 
tons  a  year  by  the  end  of  the  decade 
when  Tengiz  is  running  at  fiill  til 
Because  Turkey  is  nervous  about  a 
lowing  supertankers  through  the  nat 
row  Bosporus,  Chevron  will  use  me 
dium-size  tankers  up  to  80,000  tons 

Chevron's  plans  and  other  projec 
tions  show  total  oil  exports  from  th 
former  Soviet  Union  doubling  in  th 
next  ten  years.  This  is  welcome  new 
for  the  world's  shipbuilders  and  shi| 
brokers.  The  prices  of  used  tanker 
have  recovered  from  their  mid- 1980 
slump  to  close  to  their  alltime  high 
according  to  shipping  analysts  at  Bri 
tain's  Lev  Sychrava  Associates. 

New  private  Russian  shipping  com 
panies  have  already  ordered  half 
million  tons  of  new  ships,  worth  $20( 
million,  in  Europe  and  the  Far  East 
These  new  Russian  shipping  compa 
nies  have  also  taken  over  the  best  20( 
or  so  of  Russia's  vast  inland  water  flee 
and  have  refitted  them  for  use  on  th 
Baltic,  Black  and  Mediterranean  seas 

One  private  Russian  shipping  com 
pany,  Eurostar,  is  based  in  Piraeus 
Greece.  Its  1 1  former  riverboats  carr\ 
steel  pipe  and  cement  from  Russiar 
Black  Sea  ports  to  Israel,  Syria,  Leba- 
non and  Turkey.  I 

It's  not  just  the  Russians  who  are 
buying  ships.  The  Ukrainians,  wor- 
ried by  their  dependence  on  Russian 
crude  supplies,  plan  to  buy  up  to  4C 
new  medium -size  tankers  in  the  next 
seven  years.  Half  the  ships,  and  the 
money  to  pay  for  them,  will  com^ 
from  Germany. 

Of  all  the  shipping  companies  ac- 
tive in  Russia,  America's  Sea-Land  is 
undoubtedly  in  die  strongest  position 
to  benefit  from  economic  dexelop 
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Rockwell  cuts  costs 

for  NASA's  frequent  flyers 

by  more  than  20  percent. 


Continuous  Process 
Improvement  saves  millions 
on  Space  Shuttle  operations 
and  main  engines. 


Whether  it's  helping  NASA 
prepare  the  Rockwell-built  Space 
Shuttle  for  flight,  or  producing  its 
main  engines,  it  takes  innovative 
management  to  reduce  costs  while 
maintaining  quality.  From  factory 
to  launch  pad,  Rockwell  gives  NASA 
more  for  its  money  through 
Continuous  Process  Improvement. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people 
to  seek  better  ways  to  help  all  their 
customers  succeed.  Whether  its 


cutting  an  avionics  production  cycle 
by  68  percent.  Giving  commercial 
printers  a  pinless  folding  system 
that  reduces  paper  waste.  Or  em- 
ploying simultaneous  engineering 
to  produce  a  complex  truck-hood 
assembly  in  half  the  time. 

Rockwell  continuously  seeks 
better  ways  to  perform  for  its 
customers.  Boosting  our  leader- 
ship in  the  Electronics,  Aerospace. 
Automotive  and  Graphics  markets 
we  serve. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE   /  GRAPHICS 


Why  on  Earth  is  a  printer  company  thinking 
about  the  paperless  work[)la(te? 

Because,  at  Peiuiant  Systems,  we've  redefined 
printing  to  mean  much  more  than  making 
impressions  on  a  page.  Printing  is  the presmtntion  of 
information  anywhere  you  want  it,  and  in  whatever 
form  you  need  it. 


Pennant,  an  IBM  Company,  offers  a  full  rang 
advanced  printers  and  software  systems  and  servic] 
that  help  manage  the  way  information  flows  thro 


1 


your  entire  organization. 

If  you  have  printers  and  display  systems  in  pl^ 
even  many  dif Tenant  brands,  we  can  integrate  then! 
efficiently  as  well. 


IN  THE  FUTURE,  PAPER  WILL  ONLY 

TWO  PLACES. 


©  1993  IBM  Corporation.  All  rights  reserved. 


That's  why  Pennant  is  not  just  a  printer  company, 
see,  we  are  a  presentation  company. 

Printing  hard  copies  may  not  he  as  necessary  in 
future  as  it  is  now,  which  is  good  news  for  forests, 
getting  information  presented  to  you  instantly,  and 
ny  form  is  already  an  essential  way  to  do  business. 

A  Pennant  representative  would  be  more  than 


happy  to  talk  to  you  about  your  company's 
information  presentation  needs.  Save  a  little  paper 
and  call  us  at  1-800  PENNANT  for  information 
on  our  printers,  software,  maintenance,  and 
other  services. 

Your  company,  your  customers,  and  your 
forests  will  thank  you. 


Redefining  Printings 

PENNANT 


An  IBM  Company 


5    CARAT,  FLAWLESS  DIAMOND:  $250,000 


5    CARAT,  FLAWLESS  DIAMOND:  $250,000 


10   CARAT,  FLAWLESS  DIAMOND:  $1.0  MILLION 


We  re  pleased  to  announce  the  merger  between 
Mellon  Bank  Corporation  and  ^hb  Boston  (Company 


1993  Mellon  Bank  Corporation  and  The  Boston  Company  Diamonds  courtesy  of  Harry  Winston.  Inc 
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lents  there.  Beyond  its  fast- growing 
lipping  business  on  the  Baltic,  the 
^mpany  also  is  using  the  7,000-mile 
rans-Siberian  railroad  to  connect 
le  Far  East  to  Europe  with  a  contain- 
■  ser\'ice.  Its  model  is  its  successtlil 
lip-to-rail  operation  in  the  U.S. 

On  paper,  the  Sea- Land  Trans- Si- 
srian  service  should  shave  eight  days 
ff  the  month  it  now  takes  to  move  a 
jntainer  by  sea  from  a  Japanese  port 
)  its  destination  in  Western  Europe, 
or  such  high-value  cargoes  as  car 
irts  or  consumer  electronics,  the 
me  saved  would  be  worth  paying  for. 

So  far,  Sea-Land  is  sending  one 
ain  a  day  in  each  direction  across 


Shipping  people  are 
talking  seriously  about 
a  year-round  channel 
across  Russia's  Arctic 
Sea.  Neither  the  czars  nor 
the  Soviets  could  deliv- 
er. Free  enterprise  will. 


.ussia,  anci  has  employees  working 
ill  time  in  the  Russian  rail  ministr)'  to 
^ordinate  movements.  How  long  it 
ikes  the  trains  to  arrive  is  something 
se.  And  at  Brest,  on  the  Polish  bor- 
er, Russian  customs  officials  use  the 
ills  of  lading  as  a  shopping  catalog  to 
ecide  what  to  steal.  Sea- Land  is  ne- 
otiating  to  be  allowed  to  omit  de- 
liled  bills  of  lading  to  make  things  a 
it  more  difficult  for  the  thieves. 

Sea- Land  is  also  using  Russian  rails 
)  move  an  entire  30,000-ton  gold 
rocessing  and  refining  facton'  for 
lewmont  Mining.  The  containers 
'ill  be  unloaded  at  Kottka  in  Finland 
nd  travel  3,000  miles  on  special 
•ains  to  Zarafshan,  in  the  Central 
.sian  republic  of  Uzbekistan. 

Shipping  people  are  talking  seri- 
usly  about  opening  a  year-round 
lip  channel  across  Russia's  Arctic 
ea.  It  would  cut  up  to  two  weeks  off 
le  transit  time  between  northern 
,urope  and  the  Far  East.  Russia  has 
le  nuclear- powered  icebreakers  to 
eep  the  route  open.  All  that  is  need- 
d  is  a  sufficient  volume  of  ships  to 
efray  the  cost  of  that  icebreaking. 

Such  an  all-weather  route  would 
.ilfiU  an  ancient  Russian  dream.  Nei- 
ler  the  czars  nor  the  Soviets  could 
eliver  on  it.  Free  enterprise  will.  H 
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He  offered  me  his  red  leather  chair 
and  said  ''Congratulations,  Mr  Chairman! 
We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


An  ITT  Sheraton  Luxiir-.-  Hotel 


FIFTH  AVENUE  AT  55TH  STREET  NEW  YORK,  N  Y  10022-TFL  212.753.4500,  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIAl  1ST 


ATTENTION 

— Fidelity  Investors — 

Whicli  funds  should  you  buy  NOW? 

With  more  than  160  Fidelity  funds  available,  many  investors  are  confused.  Now  there's 
help.  Monthly  MFIA  Fidelity  Insight  reports  keep  you  informed  and  up-to-date  on  all 
Fidelity  funds,  including  Magellan,  Puritan  and  all  Select  Portfolios. 

Rated  #1  for  the  past  5  years*,  each  Insight  report  gives  you  the  facts,  analysis  and 
advice  to  help  you  choose  the  best  Fidelity  funds.  Insight  reports  also  contain 
model  portfolios  and  specific  Buy/Sell  recommendations,  every  month. 

MFIA  is  the  independent  association  of  Fidelity  shareholders.^^^^^^^j^^__^__^___ 
With  more  than  90,000  members,  we  offer  completely  indepen-  r^^^^S^ffltTllli 
dent  and  objective  advice  on  all  Fidelity  funds.  Join  today! 

FREE  Bonus!  With  your  paid  MFIA 
receive  our  Special  Report,  "If  You  Could  ( 
Fund,  Buy  This  One." 

•Source:  The  Hulberi  Financial  Digest.  July  26,  1993  (5-ycar  risk-adjusted  return) 
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i  feel  like  a  person  sitting  in  a  pile  of  excrement  with  his  hands 

and  legs  tied,  i  can  smell  it,  I  can  see  it,  but  I  can't  do  a  damn  thing  about  it. 

—  a  Russian  policeman  describing  liis  helplessness  in  the  face  of  his  country's  crime  and  corruption 

Joe  Stalin's  heirs 


By  Paul  Klebnikov 

HE'S  NOT  A  Forbes  reader's  idea  of 
what  a  banker  should  look  like,  but  he 
runs  a  big  bank  in  Moscow.  We'll  call 
him  Ivan.  He's  a  fat  man  with  un- 
pleasant lizard -like  eyes.  He  made  his 
career  in  several  large  industrial  com- 
panies in  southern  Russia  in  commu- 
nist days.  In  1989,  he  says,  he  struck 
out  on  his  own  and,  using  bank  cred- 
its, began  to  buy  up  a  business  empire, 
which  today  includes  factories,  a  big 
media  company  and  the  bank. 

We  asked  Ivan  the  banker  how  the 
policies  of  the  International  Mone- 
tary Fund  are  affecting  the  Russian 
economy.  Ivan  didn't  know  what  the 
IMF  was. 

We  tried  again.  Every  day  in  the 


Russian  press  there  are  stories  about 
bankers  being  killed  by  organized 
crime  groups.  How  was  this  affecting 
his  business?  Ivan  shrugged:  "There's 
nothing  abnormal.  Bank  managers 
get  killed  in  the  West  all  the  time." 

One  American  businessman  who 
visited  I\'an  recalls  how  the  banker 
gave  him  a  ride  in  his  unmarked  Mer- 
cedes 600  SEL.  To  show  oft  his  power, 
the  banker's  chauffeur  drove  the  car 
full  speed  along  the  sidewalk  of  a  busy 
Moscow  shopping  street,  right 
through  the  afternoon  crowds,  scat- 
tering pedestrians  and  street  vendors. 

In  the  U.S.  we  would  call  Ivan  a 
thug.  By  current  Russian  standards 
this  ex-Communist  official  is  a  big 


businessman,  an  all -too- familiar  type 
More  gangster  than  entrepreneur,  ht 
has  appropriated  state  property  for  hi 
private  use,  putting  the  proceeds 
work  buying  up  legitimate  businesses) 
There  are  thousands  of  Ivans  in 
Russia,  some  still  wielding  bureau 
cratic  power,  but  now  practicing  thei: 
thugger\',  not  in  the  name  of  the 
workers'  state,  but  in  their  own  un\'ar 
nished  self-interest.  The  possibilitie: 
for  graft  and  corruption  are  enor 
mous.  The  old  bureaucrats  dominate 
much  of  the  privatization  process,  foi 
example,  often  deciding  who  geti 
what  and  at  what  price.  The  Russiari 
term  for  the  new  criminal  class,  both 
in  and  out  of  government,  is  mafia. 


Police  special 
forces  arresting 
suspected 
gangsters 
in  Moscow 
The  mafia  is 
taking  over 
Russia's  banks; 
11  top  bankers 
have  been  killed. 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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inding  a  job  with  a  future,  one  that  is  related  to  their  edu- 
ition,  that's  the  ultimate  test  college  graduates  face  today.  A 
)od  education  isn't  enough.  Students  need  both  the  theory 
id  the  practical  application  of  that  theory  which  are  necessary 
an  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  education 
lat  prepares  students  to  meet  the  demands  of  American  busi- 
isses.  Taught  by  instructors  with  real-world  experience.  So 
aduates  will  be  better  prepared  to  handle  the  jobs  tomorrow's 
chnological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today  ITT  Tech,  part  of  ITT's  Financial  &  Business  Services 
group,  is  one  of  the  leading  private  career-focused  programs 
in  the  U.S.  Teaching  entry  level  skills  for  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 
fields.  It's  good  to  

know  our  invest-     THnnP  ^^'^^  ^^^^^8  ™e 

ment  is  working.    JL  JL  JL  than  just  our  name. 
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NAFTA 


A  Partnership  for  Growth  and  Competitivenesj 


by  Dr.  Jaime  Serra  Puche 

The  North  American  Free  Trade 
Agreement  (NAFTA)  will  link 
Canada,  the  United  States  and  Mexico  in 
the  world's  largest  trading  alliance.  This  uni- 
fied North  American 
market  -  360  million 
people  and  $6  trillion 
in  production  -  will 
be  a  powerful  com- 
petitor in  the  world's 
economy,  expanding 
regional  trade, 
growth  and  job 
creation. 
NAF'FA  will  solidify  and  extend 
Mexico's  economic  transformation  of  the 
past  six  years,  in  which  Mexico  has  erased 
its  federal  deficit,  cut  inflation  from  160% 
to  under  10%,  privatized  nearly  1,000 
industries  and  reformed  its  trade  policy  to 
become  one  of  the  most  open  economies  in 
the  wodd. 

Mexico  already  has  seen  significant 
growth  in  business  and  trade  -  especially 
with  the  U.S.  Mexico  represents  a  market  of 
85  million  potential  consumers  of  American 
products,  and  it  has  become  the  second- 
largest  market  for  U.S.  manufactured  goods, 
after  Canada. 

NAFTA  will  greatly  expand  regional 
opportunities  for  doing  business  and  help 
create  what  economists  agree  are  the  five 
crucial  conditions  for  competitiveness  in  a 
global  economy. 

Five  Points  of  Competitiveness 

1.  Certainty  of  Rules  -  Businesses  need  to 
know  exactly  what  conditions  they  will  be 
working  under  before  risking  effort  and  cap- 


ital. Mexico  has  made  great  strides  in  pro- 
viding the  certainty  needed  for  vigorous, 
long-term  business  activity.  NAFTA's  "rules 
of  the  game"  provide  additional  stability  for 
trade  in  the  region.  They  set  a  product-by- 
product timetable  for  phasing  out  trade  bar- 
riers over  1 5  years. 

2.  Economies  of  Scale  -  This  second  con- 
dition involves  the  ability  to  lower  average 
costs  by  serving  a  larger  market.  NAFTA 
will  assure  its  members  a  market  rivaling 
that  of  the  European  Community  and  Asian 
trading  partners. 

3.  Economies  of  Scope  -  Of  primar)' 
importance  to  small-  and  medium-size 
firms,  this  is  the  ability  to  be  competitive  by 
specializing  in  a  particular  segment  of  a  large 
market  and  serving  that  segment  extremely 
well.  NAFTA  will  offer  smaller  businesses  a 
market  in  which  to  search  for  niches  they 
can  exploit  competitively. 

4.  Wide  Choice  of  Technologies  - 

Technology  is  a  driving  force  in  modern 
manufacturing  and  essential  for  competitive 
companies  to  succeed  in  worldwide  mar- 
kets. The  NAFTA  trading  partners  must 
compete  against  Asian  and  European  coun- 
tries that  use  capital,  high  technology  and 
labor  most  efficiently  by  integrating  pro- 
duction within  trading  groups.  NAFTA 
will  provide  the  North  American 
economies  the  opportunity  to  share  tech- 
nologies and  work  together  to  produce  the 
best  products  at  the  best  price. 

5.  Competitively  Priced  Services  -  Finally, 
NAFTA  will  lower  costs  for  a  range  of 
essential  services  such  as  transportation, 


Key  NAFTA  Provisions 

Specific  NAFTA  provisions  that  benefit  North 
American  businesses  include: 

•  Market  access  -  will  eliminate  tariff  and 
non-tariff  barriers  to  regional  trade  in  all 
manufactured,  agricultural  and  other 
goods  as  well  as  services. 

•  investment  -  will  ensure  security  for 
capital  and  long-term  capital  mobility. 

•  Intellectual  property  rights  -  will  pro- 
vide comprehensive  protection  for  intellec- 
tual property. 

•  Government  procurement  -  will  expand 
access  to  federal  government  and  state- 
owned  enterprise  procurement  contracts. 

•  Rules  of  origin  -  will  ensure  North 
American  producers,  suppliers  and  workers 
benefit  from,  increased  regional  trade. 

•  Services  -  will  open  new  opportunities  in 
transportation,  telecommunications,  finan- 
cial and  other  services. 

•  Environment  and  labor  protection  - 

with  accompanying  side  agreements,  will 
ensure  environmentally  sound  investment 
and  development,  and  will  protect  and 
improve  labor  standards. 


telecommunications  and  financial  services, 
thanks  to  the  agreement's  ambitious  open- 
ing of  the  services  market. 

With  these  five  conditions,  NAFTA  will 
help  make  North  America  more  competitive 
in  a  rapidly  changing  global  economy.  This, 
along  with  the  economic  growth  generated  by 
increased  regional  trade,  wiO  make  NAFTA  a 
"win-win-win"  for  North  America. 

Dr.  Serra  is  the  Secretary  of  Commerce  and 
Industrial  Development  of  Mexico. 


Mexico  Has  Eliminated  its 

Federal  Deficit 

•20 

as  a  Percentage  of  GDP 

■  -16  0 

11 -12,4 

-10 

^^-.—  •A.O 

0 

•10 

^""^-►0,08 
1           1           1           1           1  1 

1987      1988      1989      1990      1991  1992 

Mexico's  Declining 

inflation  Rate 

200 

■  159.2 

100 

■Ul  7 

\^  _299 

^**''^»>_18  8 
■^7       ^-^'9  8 

0 

1987    1988    1989    1990    1991    1992  1993' 

Growth  in  U.S./Mexico  Trade 

in  Billions  of  Dollars 


1989      1990      1991  1992 
I  U  S  Expons  to  Mexico     [Zl  U  S  Imports  trom  Mextco 


The  Foreign  Irade  Baink  of  Mexico 


Promoting  Investment  and  Trade 
with  Canada  and  the  United  States 


rhe  Foreign  Trade  Bank 
>f  Mexico 

rhe  Foreign  Trade  Bank  of  Mexico 
BANCOMEXT)  has  supported  favor- 
ble  developments  in  trade  and  invest- 
nent  of  the  last  years.  Established  in 
937,  BANCOMEXT  has  a  successful 
rack  record  in  financing  and  assisting 
irivate  companies  in  their  expansion  into 
nternational  trading.  As  the  federal  gov- 
rnment's  instrument  for  financing  and 
iromoting  trade  and  foreign  investment, 
he  Bank  has  been  able  to  broaden  its 
cope  of  activity  by  servicing  an  ever- 
ncreasing  number  of  firms  and  a  wider 
pectrum  of  needs. 

During  1992,  BANCOMEXT  granted 
redit  for  $9.9  billion  to  increase  produc- 
ion,  to  contribute  to  the  modernization  of 
he  economy  by  financing  raw  materials  and 
apital  goods  imports,  and  to  finance  pro- 
:cts  of  private  firms,  including  in-bond 
ndustries  and  trading  companies. 

•BANCOMEXT  grants  credit  to  all  sec- 
ors  of  the  economy:  manufacturing,  agri- 
ultural  and  livestock,  fishing,  mining  and 
he  tourism  industry.  The  Bank  expects  to 
;rant  credit  and  guarantees  of  $12  billion  in 
993,  an  increase  of  21%  with  respect  to 
992,  and  to  benefit  more  than  15,000 
ompanies. 

Credit  is  granted  to  the  private  sector 
nainly  through  commercial  banks  and 
hrough  other  financial  institutions  such 
s  credit  unions  and  leasing  and  factoring 
ompanies.  By  using  the  Mexican  finan- 
ial  network  in  the  country,  credit  can 
low  to  private  industry  when  and  where 
t  is  needed. 

lANCOMEXT  and  NAFTA 

nIAFTA  is  part  of  the  Mexican  economic 
trategy  to  effectively  integrate  the 
s/Iexican  economy  into  international  trade 
ind  investment  flows,  to  improve  market 
iccess  v/ithin  the  North  American  region 
ind  to  provide  certainty  to  trade  and 
nvestment  operations. 

BANCOMEXT's  commitment  to 
"»JAFTA  is  to  encourage  Mexican  compa- 
lies,  particularly  small-  and  medium-size,  to 
ake  advantage  of  trade  and  investment 
)pportunities  that  the  Nonh  American 
narket  integration  will  bring  and  to  facili- 
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tate  the  means  to  increase  productivity  and 
thus  competitiveness. 

BANCOMEXT  works  closely  with  pri- 
vate investors  in  the  identification  and 
development  of  trade-related  business  and 
investment  opportunities.  As  an  experienced 
export/import  credit  agency,  with  a  signifi- 
cant international  representative  offices  net- 
work, it  is  well  placed  to  assist  foreign  busi- 
ness people  and  help  them  take  fiill  advan- 
tage of  the  attractive  opportunities  Mexico 
has  to  offer. 
BANCOMEXT's  size,  knowledge  and 
experience,  gained 
while  working  in 
close  collaboration 
with  other  govern- 
ment agencies,  pri- 
vate clients  and 
international  finan- 
cial institutions, 
place  it  in  a  favor- 
able position  to 
facilitate  business 
and  investment. 
Counseling  services 
are  provided  on  the 
legal,  fiscal,  financial  and  marketing  aspects 
of  doing  business  in  Mexico  with  Mexican 
partners. 

The  Bank  is  an  active  promoter  of  inte- 
gration among  small-  and  medium-size 
companies,  allowing  them  to  take  advantage 
of  economies  of  scale,  improve  purchases  of 
raw  materials  and  diversify  commercializa- 
tion channels. 

Development  of  Permanent  and 
Reiiabie  Suppliers 

Increasing  efforts  have  been  made  to  foster 
strategic  alliances  between  Mexican  and  for- 
eign investors  to  strengthen  technology 
transfers  and  new  distribution  channels  to 
increase  sales. 

One  of  the  strategies  that  the  Bank  has 
encouraged  is  foreign  alliances  between 
Mexican  and  American  supermarket  chains 
(such  as  Cifra  and  Wal-Mart,  Gigante  and 
Fleming  and  Comercial  Mexicana  and  Price 
Club)  as  a  way  to  develop  permanent  sup- 
pliers to  the  North  American  market.  Also, 
export  projects  to  develop  suppliers  for 
department  stores  such  as  Sears  and  J.C. 
Penney  have  been  encouraged. 


BANCOi/IEXT's  Relations  With 
international  Banks 

BANCOMEXT's  credit  activity  is  based  in 
part  on  obtaining  resources  from  abroad, 
through  credit  lines  with  the  most  impor- 
tant international  banks.  It  has  credit  lines 
with  35  banks  in  the  U.S.  and  Canada. 

BANCOMEXT's  Export  Credit 
Guarantees 

Another  important  function  of  the  Bank  in 
NAFTA  is  the  strengthening  of  export  credit 
guarantees,  an  important  complement  to  com- 
panies' entrance  into  international  markets. 
To  that  end,  BANCOMEXT  recendy  signed 
agreements  with  the  U.S.  Eximbank  and 
Canada's  EDC  to  establish  reinsurance  plans. 

investment  and  Trade 
intetiigence:  A  Priority 

NAFTA  will  promote  product  and  niche 
specialization  in  the  most  competitive  sec- 
tors. Thus,  a  continuous  search  of  trade 
opportunities  in  Mexico  is  an  important 
task  for  BANCOMEXT. 

Assistance  in  facilitating  international 
business  and  investment  opportunides  is 
provided  by  BANCOMEXT  through  its 
counseling  offices  in  major  cities  around  the 
world.  These  offices  work  in  close  coordina- 
tion with  ministries  of  trade  and  industry 
and  foreign  affairs  as  well  as  private  Mexican 
firms.  The  Bank  provides  foreign  buyers 
and  investors  with  information  on 
export/import  products,  suppliers  and 
potential  partners  in  order  to  succeed  in 
trade  and  investment  operations. 

The  Bank  has  a  network  of  28  represen- 
tative offices  worldwide:  Ten  are  in  North 
America,  three  in  Canada  (Montreal, 
Toronto  and  Vancouver)  and  seven  in  the 
U.S.  (Los  Angeles,  San  Antonio,  Atlanta, 
New  York,  Miami,  Dallas  and  Chicago). 

In  Mexico,  the  Bank  offers  its  services  through 
29  representative  offices,  fostering  a  close  relation- 
ship with  the  productive  plant  and  its  needs.  The 
identification  of  competitive  sources  in  different 
industries  and  r^ons 
of  the  country  is  an 
important  informa- 
tion element  for  busi- 
ness people  deciding 
to  invest  in  and  trade 
with  Mexico. 
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Russian  crime 


is  a  collective  term,  referring  both  to 
those  who  extort  at  gunpoint  and  to  - 
those  who  extort  at  penpoint. 

Konstantin  Borovoi,  chairman  of 
Russian  Commodities  &  Raw  Materi- 
als Exchange  and  one  of  Russia's  most 
prominent  businessmen,  explains: 
"•The  mafia  is  an  attempt  to  imitate 
the  government.  It  has  its  own  tax 
system,  its  own  security  service  and  its 
own  administrative  system." 

And  its  own  enforcers.  In  May 
"Globus,'"  a  crime  boss  trying  to 
mediate  between  Russian  gangs  and 
the  Kazan  Tatar  mafia,  was  on  his  way 
to  the  Lis  disco  when  a  rifle  shot  hit 


various  officials  before  he  could  rent 
space.  Then,  as  he  invested  in  fixing 
up  the  premises  and  began  to  make  a 
profit,  the  racketeers  came  back  for 
more.  Khatsenkov  protested.  So 
thugs  broke  his  shop  windows  and 
sent  him  death  threats.  Government 
oflicials  began  to  find  irregularities  in 
the  rental  contract  and  tax  inspectors 
began  to  audit  his  books.  The  price  of 
protection,  the  jeweler  says,  is  rough- 
ly 50%  of  your  profits — this  on  top  of 
regular  taxes. 

In  Russia,  both  simple  corruption 
and  more  sinister  connections  with 
organized  crime  have  reached  the 


Black  market  dealings  m  St  Petersburg 

From  the  street  to  the  highest  levels  of  government,  the  rackets  rule. 


him  neatly  between  the  eyes.  "We  are 
witnessing  a  veritable  flood  of  sophis- 
ticated weaponry  in  criminal  hands," 
says  Vladimir  Rushailo,  head  of  the 
organized  crime  department  at  the 
Moscow  police.  Murders  in  Russia  are 
up  47%  since  last  year. 

Says  Giorgi  Kliatsenkov,  a  former 
Tass  news  agency  journalist  who  es- 
tablished a  chain  of  jewelry  stores: 
"Businessmen,  instead  of  deciding 
their  differences  in  the  market  or  in 
court,  are  hiring  professional  killers 
and  are  deciding  their  differences  with 
guns."  In  a  way,  they  have  no  choice. 
The  legal  system  is  in  collapse. 

Kliatsenkov  certainly  had  no 
choice.  When  he  tried  to  open  a  store 
in  Piatigorsk  in  southern  Russia,  he 
says,  he  had  to  make  side  payments  to 


highest  levels  of  government.  Over 
the  past  18  months  a  number  of  top 
ofiicials  have  resigned  amid  charges  of 
massive  corruption,  including  two 
ministers  of  foreign  economic  rela- 
tions, the  minister  of  state  security, 
the  deputy  minister  of  internal  affairs 
and  the  deputy  minister  of  econom- 
ics. Earlier  this  month  President  Yel- 
tsin suspended  his  first  deputy'  prime 
minister  and  his  vice  president  in  yet 
another  corruption  scandal. 

But  no  investigations  have  resulted. 
With  the  government  scarcely  fiinc- 
tioning,  business  people  must  increas- 
ingly look  to  their  own  devices  for 
protection.  All  this  creates  lots  of  jobs 
for  thugs.  Weightlifters,  wrestlers  and 
boxers,  even  members  of  the  old  Sovi- 
et Olympic  team,  have  ceased  com- 


peting for  gold  medals  and  have  takeJ 
jobs  as  security  guards. 

But  not  only  professional  thug 
prosper.  Many  bright  university  gradj 
uates  have  taken  jobs  as  mafia  businesl 
managers.  Says  Peter  Derby,  presi 
dent  of  DialogBank,  a  Russian -Amer 
ican  joint  venture:  "They're  joininj 
up  just  as  if  they  were  joining  a  corpo 
ration  like  Coke  or  Pepsi.  It's  a  caree 
choice  that  brings  rewards  earlie 
rather  than  later." 

Atari  Kvintirshvili,  an  ethnic  Geor 
gian,  is  a  former  boxing  coach  at  th( 
Moscow- based  Dinamo  sports  com 
plex.  Today  "Atarik"  runs  the  Lei 
Yashin  Foundation  for  the  Social  Se 
curit)'  of  Athletes,  a  job  placemen 
program  for  the  graduates  of  the  hug( 
Soviet  sports  program.  Guess  where 
many  of  the  graduates  end  up?  I: 
bodyguard  earns  $500  a  month.  The 
average  wage  in  Russia  is  $60. 

Atarik  inhabits  a  violent  world.  Lasi 
month  he  attended  the  funeral  of  hij 
older  brother,  killed  in  a  shoot-out  ii^ 
the  offices  of  a  trading  company  noi 
far  from  central  police  headquarters. 

There  is,  of  course,  no  single  mafia 
The  police  have  discovered  aboul 
3,000  crime  groups,  most  allied  intc 
about  150  confederations.  Each  con 
federation  is  headed  by  a  chieftair 
called  a  thief-in-power  { ror  v  zakonc) 
The  institution  of  the  thief-in-powe 
is  an  old  tradition,  going  back  tq 
Czarist  times,  when  gangs  of  brigand 
would  organize  a  commune  and  elcc 
a  chief  to  mediate  quarrels,  distribute 
the  loot  and  plot  general  strategy 
Very  often  the  Russian  mafia  is  not 
Russian  at  all.  Probably  the  most  pow 
erfiil  single  group  are  the  Chechens,  a 
tribe  from  the  Caucasus  Mountains 
renowned  in  historical  lore  for  theiil 
ferocity,  their  love  of  horses  and  theit 
blood  feuds.  Also  powerftil  are  the 
Georgians,  who  controlled  much  o\ 
the  black  market  in  the  late  commu 
nist  era.  Of  the  60  or  so  thieves-in- 
power  in  Moscow,  some  45  are  Geor- 
gians, most  having  arrived  recently 
and  living  under  cover.  In  effect,  ai 
criminal  reintegration  of  the  Soviet 
Union  is  under  way. 

In  Moscow  the  gangs  do  the  usual 
things:  theft,  extortion,  controlling 
prostitution.  Some  have  niches.  The 
ethnically  Russian  Sonsovo  group,  for 
instance,  dominates  the  city's  market 
for  stolen  cars  and  auto  parts;  the 
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bu  Find  A  Winning  Game  Plan 
b  Increase  Copier  Productivity  And  Reduce 
Operating  Expenses,  You  Go  For  It" 


ChuckDaly 
Championship  Coach 

Business  is  like  sports. 

To  win,  you've  got  to  make  sure  your  team  is  performing  to  the  maximum. 
That's  why  Sharp  has  developed  a  Winning  Game  Plan  for  copiers. 

This  boo'klet  can  help  you  find  the  right  Sharp  Copier  that's  going  to  give  you 
a  big  jump  in  productivity  and  reduce  operating  expenses. 

Copiers  like  Sharp's  SD-3075  high-volume  duplicating  system-a phenomenal 
player  that  gets  the  job  done  at  75  copies-per-minute.  It  has  every  advanced 
feature  as  standa'rd.  It  collates,  staples,  handles  2-sided  copies,  report  covers, 
inserts  and  computer  fanfolds. 

In  fact,  this  powerful,  reliable  workhorse  does  it  all.  So  call    eAuc 'pi  au 
for  your  Winning  Game  Plan  today.  Or  fax  1-800-3-SHARP-3.  r— ^ 

We  guarantee  it:  with  performance  like  this,  there's  no  way       lJ  | 
you're  not  going  to  come  out  ahead.  '  ^jgj^m 

CALL  1-800-BE-SHARP  FOR  YOUR  1|^S 
WINNING  GAME  PLAN  FOR  COPIERS.  r^TTT 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


Russian  crime 


Chechens  have  prospered  through 
extortion  and  bank  fraud. 

Each  neighborhood  gang  up- 
streams  about  a  tliird  of  its  re\'enues  to 
the  thief-in-power  who  controls  it. 
The  thieves-in-power  are  chosen  by 
an  assembly  of  other  crime  bosses  at  a 
"coronation,"  usually  held  either 
among  criminals  in  prison  or  at  a 
restaurant  reserved  for  the  evening.  A 
thief-in-power  has  responsibilities  as 
well  as  privileges.  He  has  to  pay  off 
officials  and  provide  for  the  criminals 
sitting  in  jail  by  slipping  them  good 
food,  drugs,  booze  or  prostitutes,  or 
by  bribing  government  officials  to 
release  them.  Often  the  thieves-in- 
power  have  to  pass  on  some  of  their 
income  to  a  higher  crime  chieftain  on 
the  national  level. 

In  the  Seventies  diis  chief  of  chiefs, 
police  say,  was  Viacheslav  Ivankov, 
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Russian  mafia  still  life  (above); 
forensic  expert  reconstructing 
a  murder  victim's  face 
Murders  have  risen  47% 
since  last  year. 


nicknamed  "the  Jap"  (Tnponshchik). 
"Killing  someone  is  as  easy  as  lighting 
up  a  cigarette,"  was  reputedly  one  of 
the  lap's  favorite  sayings. 

In  1980  the  Jap  was  arrested  and 
sentenced  to  14  years  in  prison,  but  he 
was  turned  loose  in  1990.  Among  the 
luminaries  who  petitioned  the  gov- 
ernment for  the  Jap's  release  were 
Atari  K\intirshvili  and  the  famous 
nightclub  singer  Josef  Kapzon.  As 
soon  as  he  got  out  of  jail,  the  Jap  made 
his  way  to  the  U.S.  No  one  seems  to 
know  where  he  is  today,  but  Russian 
police  suspect  that  he  has  retained 
much  of  his  power. 

So  blurred  is  the  line  in  Russia 
today  betw  een  vicious  crime  and  ordi- 
nar)^  business  that  sports  promoter 
Kvintirshvili  can  say  of  the  Jap:  "Sure, 
he's  a  convicted  criminal,  but  that's 
nothing  compared  to  the  state  crimi- 
nals who  have  bankrupted  Russia  and 
are  buying  homes  in  Florida." 

State  criminals  or  pri\'ate  criminals, 
the  Russian  mafiosi  have  almost  noth- 
ing to  fear  from  the  law.  There  are  no 
efTective  laws  to  combat  organized 
crime.  A  racketeering  law  has  been 
under  discussion  in  die  Russian  Par- 
liament for  two  years  without  result. 
The  laws  on  embezzlement  and  fraud 
are  inadequate.  There  is  no  witness 
protection  program.  Complains  one 
Moscow  investigator: 

"I  feel  like  a  person  sitting  in  a  pile 


of  excrement  with  his  hands  and  k . 
tied — I  can  smell  everything,  I  can  sc 
everything,  but  I  can't  do  a  dam 
thing  about  it." 

A  good  part  of  the  stench  com( 
from  the  way  former  C^ommunist  off 
cials  and  KGB  agents  are  stealing  put 
lie  propert)'.  Lenin  and  his  heirs  urj 
derstood  the  gangster  mentality  pci 
fectly.  The  Soviet  secret  police  use 
gangster  methods  to  intimidate  c 
eliminate  political  opponents,  vvhil 
the  Communist  Part\'  ruled  the  econ 
omy  like  the  dominant  mafia  familj 
That's  why  today  it  is  so  easy  fc 
former  Communist  bosses  and  KG 
operatives  to  fit  into  the  new  orga 
nized  crime  structure. 

The  old  Communist  rulers  ncede 
the  mafia.  Both  the  Communist  Part 
and  the  KGB  had  to  find  a  home  fo 
their  hoarded  treasures,  amountinj 
to  billions  of  dollars  of  gold  and  hart 
currency  looted  from  the  crumblinj 
state.  A  lot  of  that  money  went  to  bu; 
Russian  real  estate  and  industrial 
companies  or  to  capitalize  Russia' 
new  commercial  banks  and  invest 
ment  fimds.  And  the  KGB  still  control 
whole  businesses,  diamond  produci 
tion,  for  example. 

As  the  preceding  story  points  out 
Russia  is  a  potentially  rich  countn 
and,  with  socialism  gone,  its  export 
are  booming.  The  unfortunate  part 
this,  however,  is  that  much  of  tht 
money  earned  from  these  export 
never  reaches  Russia — or  if  it  get 
there  doesn't  stay  for  long.  Capital  i 
leaving  Russia  not  only  through  in 
flated  import  payments  and  deflatec 
export  receipts  (with  a  "tail  payment' 
left  in  Western  bank  accounts)  bui 
also  through  straightforward  smug] 
gling  of  antiques,  gems,  precious  anc 
strategic  metals,  armaments  anq 
drugs.  The  hard  currency  earnings 
from  bribes,  bank  frauds  and  sales  ol 
propert}'  to  foreigners  also  make  theiii 
way  to  the  West. 

The  capital  flight  from  Russia  is 
estimated  by  Academy  of  Sciences 
economist  Nikolai  Petrakov  at  $15 
billion  a  year.  The  combination  ol 
government  corruption  and  capital 
flight  explains  why  the  Central  Bank 
has  been  unable  to  get  the  mble  to 
trade  anywhere  near  purchasing  powi 
er  parit)'  levels  (Forj5ES,  Jan.  4). 

High-quality  Russian  timber,  for 
instance,  is  often  registered  as  low 
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High  perloimance 


The  drive  to  succeed. 


What  drives  your  business  forward?  Meeting  your  marketing  objectives?  Increasing 
your  competitive  edge?  Delivering  innovative  products?  It's  probably  all  of  these  and 
more.  And  that's  where  SAP  software  can  help. 

We  build  software  that  can  power  your  drive  for  success.  In  fact,  SAP  software 
is  already  doing  that  in  nine  of  the  top  ten  Fortune  500  companies.  That's  because 
the  R/2  and  R/3  Systems  are  ready-to-run,  integrated  solutions  for  today's 
business-critical  problems.  And,  they  deliver  high-level  performance  in  both 
mainframe  and  open,  client/server  environments.  Add  in  support  for  multinational 
currency,  language  and  legal  requirements,  and  it's  easier  than  ever  for  offices  from 
Paris,  France  to  Paris,  Texas  to  work  together. 

So  why  not  make  the  most  of  your  drive  to 
succeed?  Call  1-800-USA-1SAR  You'll  find  out 
how  we  can  help  keep  your  business  on  track-no 
matter  what's  around  the  bend.  Integrated  software.  Worldwide!!' 


L/innouncing 
the  1994 
Rochester  Institute 
of  Technology 
and  USA  TODAY 
Quality  Cup 
Competition 


1993  WINNERS 

GOVERNMENT 

Naval  Aviation  Depot 
North  Island,  San  Diego,  CA 

MANUFACTURING 
Boise  Cascade  Corp.,  Southern  Operation 
De  Ridder,  LA 

NOT-FOR-PROFTT 

SwedishAmerican  Hospital 
Rockford,  IL 

SERVICE  FIRM 

New  York  Telephone 
Telesector  Resources  Group 
New  York,  NY 

SMAUFIRM 

Fitchburg  Coated  Products 
Scranton,  PA 

1992  WINNERS 

GOVERNMENT 

Naval  Aviation  Depot  Operations  Center 
Patuxent  River,  MD 

MANUFACTURING 

US  Steel,  Gary  Works 
Gary,  IN 

NOT-FOR-PROFIT 

Sentara  Health  System 
Norfolk,  VA^ 

SERVICE  FIRM 

Federal  Express 
Memphis,  TN 

SMAUFIRM 

L-S  ElectK>GaJvani2ing  Co. 
Cleveland,  OH 


The  RIT/VSA  TODA  Y  Quality  Cup:  mi  uhginal  umk  of  art 
111  sikvr  and  marble  by  Leonard  Urso. 


rmpbyees  are  the  power 
source  for  invoking  change... 
and  this  Quality  Cup  award  is 
a  testimony  to  their  efforts." 

—Dan  Moscato,  District  Staff  Manager,  Residence  Marketing  Operation 
New  York  Telephone 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Qualit 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  doe 
business.  Where  other  awards  may  honor  entire  companies,  only  the  prestigious  Qualit)'  Cu 
honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD-YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  use: 
total  quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiratio' 
for  others:  Nominate  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  five  categori^ 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1994  RTT/USA  TODAY  Quality  Cup  Competition  is  November  15 
If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For  complete  informatioi 
about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 

1-800-USAr-RIT 


TODAf 


RIT 


ussian  crime 

ality  timber  and  exported  at  re- 
iced  prices,  with  the  foreign  buyers 
ying  the  extra  amount  into  foreign 
nk   accounts.   Aluminum,  steel, 
:k.el,  precious  metals,  furs  and  fish 
:  also  exported  in  a  similar  fashion. 
The  big  money  is  from  oil  exports, 
taling  $11  billion  to  the  world  mar- 
t  last  year  and  an  equal  amount  to 
e  former  Soviet  republics.  Nearly  all 
e  exports  have  been  going  through 
e     mafia- infested     Spets- Export 
ms,  which  can  buy  oil  at  the  low 
>mestic  price  and  sell  at  a  market 
ice  200%  higher,  Bribes  and  threats 
:quently  accompany  applications 
r  oil  export  quotas. 
Combating  export  corruption  is 
ugh.  Last  month  Foreign  Econom- 
Relations  Minister  Sergei  Glaziev 
thdrew    export    privileges  from 
any  of  the  Spets-Export  firms.  Four 
ys  later  he  was  suspended. 
The  capital  that  doesn't  tlee  to 
iami  or  Zurich  is  used  to  buy  up 
ptimate  businesses  and  propert}'. 
le  criminal  organizations  thus  be- 
ime  a  kind  of  venture  capital  fund, 
nkrolling  auto  dealerships,  restau- 
nts,   nightclubs,   hotels   and,  of 
lurse,  casinos.  A  common  estimate 
long  both  mafia  and  police  sources 
diat  about  half  of  Russia's  commer- 
il  banks  are  under  mafia  control, 
ist  year  Chechen  gangs  siphoned  off 
)00   million  in   a  massive  bank 
lud — the  equivalent  of  one -third  of 
e  sum  provided  by  the  IMF  to  stabi- 
;e  the  ruble.  The  normally  staid 
inking  business  has  become  a  dan- 
Tous  place.  A  wave  of  bank  murders 
is  claimed  11  senior  executives,  in- 
Liding  2  presidents,  and  several  doz- 
1  middle  managers. 
Real  estate  is  another  mafia  pla\'- 
;n.  Today,  by  some  estimates,  orga- 
zed  crime  controls  about  half  the 
)mmercial  real  estate  in  central  Mos- 
)w.  Commodities  expert  Borovoi 
tes  the  case  of  one  particular  build- 
g  to  illustrate  the  point.  The  first 
age  of  the  privatization  was  closed 
I  outsiders;  the  cit\'  sold  the  rights  to 
iction  off  the  building  to  five  well- 
mnected  (Borovoi  says  "criminal") 
-ganizations  for  1.5  million  rubles, 
t  the  secondaiy  auction,  accessible 
)  well-connected  outsiders  who  paid 
ribes,  the  property  sold  for  250  mil- 
Dn  rubles.  Finally  the  building  went 
a  the  open  market,  selling  for  1.5 


When  some  clown  says  he  needs 
the  report  first  thing 
Mondciy  morning  4 


•  •• 


Show  him  some  real  magic! 

It's  Friday  afternoon.  SURPRISE!  The  report  is  due  first  thing  Monday 
morning.  Sharp,  crisp  and  professional. 

Don't  clown  around.  Dazzle  em  with  a  little  magic  of  your  own.  And  wow 

the  crowd,  first  thing  Monday  morning,  without  ever  breaking  a  sweat. 

The  secret  is  the  Brother  HL-6  laser  printer  or  the  Brother  HJ-400  ink  jet 

printer.  You  get  professional  printing  wherever,  and  whenever  you  want. 

Magically  simple  to  use.  With  powerful  productivity  and  text/graphics 

features.  Both  have  everything  you  need  for  a  "knock-em-dead" 

performance  every  time.  [And  all  at  a  matinee  pricel) 

With  these  powerful  printers  no  one  will  ever  know -or  care -if  you 

printed  your  work  at  that  circus  you  call  your  office,  or  at  home. 

Face  it:  in  a  world  of  clowns,  you  need  powerful  business  magic  like  the 

HL-6  laser  or  the  HJ-400  ink  jet  to  help  you  manage  your  work  and  your  time. 

The  amount  of  work  won't  go  away.  But  you  can  decide  where  and  when 

to  do  it  without  compromising  quality. 

And  isn't  that  real  magic? 

Call  1  -800 -276 -PRINT,  ext.  642  for  the  nearest  dealer. 
(In  California  call  1 -714-859-9700,  ext.  642.) 


HL-6  laser  printer 

♦  6  page-per- minute  speed 
at  300  DPI,  PC  compatible 

♦  Special  Windows' '  driver 

♦  Up  to  60  fonts,  including 
TrueType  -compatible  fonts 

♦  Automatic,  hassle  free  operation 

♦  Two-year  warranty 


HJ-400  ink  jet  printer 


Laser-hke  output  at  360  DPI 
PC  and  Macintosh""  instant 
compatibility 

Windows  and  Quickdr aw®  drivers 
Up  to  30  fonts,  including 
TrueType-compatible  fonts 
Standard,  automatic 
cut- sheet  feeder 
Two-year  warranty 


THE  ULTIMATE  /X  I 

^  homeMqffice 

■^^^■^■I^HII^  COMPANY 
Available  at  Sears  Brand  Central,  Silo,  Lechmere,  Nobody  Beats  The  Wiz,  and  other  fine  dealers. 

H  H      H    We're  at  your  side 

OTOcnet 

Brolhcr  a  registered  ujdemark  i>f  Brother  InJustries,  Ltd  Maeintosh  and  Quitkdraw  are  registered  trademarks  of  Apple  Computer, 
Inc.  TrueType  is  a  trademark  of  Apple  Ccimpuler,  Inc.  which  may  he  registered  in  certain  lunsdictions  Windows  is  a  trademark  of 
Mk  rosoft  Corporation,  All  other  brand  and  product  names  are  registered  trademarks  or  trademarks  of  their  respective  companies. 
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Rus.sian  crime 


The  Chechens 
are  coming! 

Over  the  past  three 
years  Russian  organized 
crime  groups  have  begun 
to  export  violence  and  theft 
to  Poland,  Scandinavia, 
Germany  and  the  U.S.  Ger- 
man police  report  an  in- 
creased presence  of  Russian 
mafia  groups,  with  the 
Chechen  mafia  playing  the 
dominant  role,  "taxing" 
Russian  street  vendors  and 


often  running  the  Rus 
sian  prostitutes.  Last  year 
German  police  also  con- 
fiscated 18  shipments  of 
nuclear  bomb  materials, 
like  cesium  137  and  en- 
riched uranium,  smug- 
gled from  the  former  Soviet 
Union. 

Other  Western  coun- 
tries may  be  getting  a  taste 
of  this  very  soon.  Last 
month  Swedish  police  ar- 
rested three  Russians  and 
a  Swede  outside  the  villa  of 
industrial  magnate  Peter 


Wallenberg.  The  police 
think,  that  the  suspects, 
armed  with  pistols  and  a 
hand  grenade,  were  plan- 
ning a  kidnapping.  Earlier 
this  year  two  members  of 
the  Chechen  mafia  were 
gunned  down  on  a  Lon- 
don street;  a  few  months 
earlier  two  Chechen 
mobsters  were  killed  in  the 
New  York  area.  Russian 
mobsters,  operating  in  the 
Brighton  Beach  section 
of  Brooklyn,  have  devel- 
oped extortion  and  pros- 


titution operations,  as  wei 
as  credit  card  and  Medi- 
care frauds.  The  Russians 
have  also  been  cooperat- 
ing with  the  American  ma 
fia  in  a  large  gasoline-tax 
fraud. 

Russia  is  importing 
crime  as  well  as  exporting  ii 
There  is  evidence  that  the 
Colombian  drug  cartel  is 
operating  on  a  large  scale 
in  Russia,  sending  drugs 
and  investing  drug  mon- 
ey in  legitimate  businesses 
and  property.      -P.K.  ■ 


billion  mbles  (about  $1.5  million). 
The  thousandfold  appreciation  in  val- 
ue took  all  of  two  months. 

Mark  Dixon,  publisher  of  East  Eu- 
ropean, a  New  York- based  investment 
magazine,  estimates  that  at  least  half 
of  all  Western  businesses  in  Russia 
have  had  to  deal  with  extortion  at  least 
once.  If  the  businessmen  decide  to 
pay,  the  sum  is  usually  rolled  into  the 
fees  to  middlemen  and  subcontrac- 
tors or  is  labeled  as  consulting  fees  or 
charitable  donations. 

Being  a  foreigner  is  little  protec- 
tion. Dixon  says  he  himself  has  re- 
ceived a  death  threat.  In  July  an  Israeli 
gem  trader  named  Joseph  Cohen 
came  to  Moscow  to  finalize  a  series  of 
deals.  Cohen  had  two  associates  in 
Moscow,  one  a  Russian  emigre  with 
an  Israeli  passport  who  served  as  his 
interpreter,  the  other  a  Russian  stu- 
dent at  Moscow  State  University.  Co- 
hen's two  associates  lured  him  to  an 
apartment  on  the  outskirts  of  Mos- 
cow and  murdered  him,  stealing 
$50,000  in  cash  the  gem  trader  had 
brought  with  him. 

In  August  several  more  Western 
businessmen  were  murdered  in  Mos- 
cow. Moscow  Police  Department's 
Vladimir  Rushailo  says  that  the  West- 
ern businessmen  who  get  killed  are 
sometimes  themselves  involved  in  il- 
legal operations.  In  other  cases  they 
are  simply  people  who  paid  the  gang- 
sters off  and  later  tried  to  renege. 

American  banker  Peter  Derby  and 
othei^  Western  businessmen  recom- 
mend a  number  of  steps  to  head  off 
the  threat,  at  least  from  small-scale 
neighborhood   gangs:   Know  who 


your  partners  are,  organize  a  good 
securit)'  system,  minimize  the  use  of 
cash,  keep  very  tight  accounts  and 
take  the  personal  precautions  you'd 
take  in  any  other  crime-ridden  cit\'. 
Though  thousands  of  Western  busi- 
nesses seem  to  be  functioning  fairly 
normally  in  Russia,  the  more  profit- 
able their  niche,  the  more  they  run  the 
risk  of  getting  involved  with  some 
high-level  racket.  Says  Derby:  "It's 
getting  more  and  more  difficult  for 
Western  businesses  to  avoid  transac- 
tions that  involve  the  mafia." 

It's  a  tough  choice  for  foreigners. 
Reftise  to  pay  oft'  and  you  can't  do 
business.  Pay  off  and  you  risk  violat- 
ing the  U.S.  Foreign  Corrupt  Prac- 
tices Act.  Federal  attorneys  in  Chica- 
go are  currendy  investigating  one 
such  case — whether  two  top  employ- 
ees of  Chicago- based  industrial 
equipment  maker  Allied  Products 
Corp.  bribed  Russian  oil  officials. 

Any  way  you  look  at  this,  it  is  not  a 
prettx'  picture.  Visit  the  Cherr\'  Casi- 
no, the  hottest  evening  spot  in  Mos- 
cow this  summer.  On  a  given  evening 
the  crowds  begin  to  converge  shortly 
before  midnight,  each  person  pa\'ing 
a  $30  entrance  fee — about  two  weeks' 
pay  for  the  average  Russian.  There  are 
some  foreign  businessmen,  a  glitter- 
ing array  of  elegant  prostitutes,  a 
smattering  of  Russian  yuppies.  But 
the  dominant  presence  is  the  mafia. 
Important-looking  bosses  roll  in,  ac- 
companied by  five  or  six  thugs  with 
thick  necks  and  x'estiges  of  broken 
noses.  Many  difterent  ethnic  gangs 
are  in  evidence:  Russians,  Georgians, 
Chechens.  There  is  no  fiehtinsz;  here. 


This  is  where  the  mafia  comes  to  play, 

And  the  mobsters,  both  bosses  an« 
thugs,  gleeftilly  slap  down  wads  o 
crisp  $100  bills  on  the  gaming  tabled 
One  mafioso  shows  a  journalis 
his  diamond-studded  wristwatch 
"$300,000,"  he  grins. 

On  the  evening  that  Forbes  visitei 
the  casino,  we  spotted  one  individual 
who  was  visibly  well  connected,  judg 
ing  from  all  the  thugs  and  bosses  wh( 
deferentially  greeted  him.  He  was 
fragile,  intelligent- looldng  younj 
man,  wearing  a  bright  orange  jacke 
and  moplike  wig  of  red  hair.  He  iden 
tified  himself  as  "Sergei"  and  said  ht 
was  a  former  neuropathologist  who 
now  ran  his  own  business.  A  docto 
flanked  by  six  mugs  with  shaved  head 
and  bulging  bicepsi" 

Forbes  to  Sergei:  So  where  do  youi 
men  get  all  those  $100  bills.> 

Sergei:  They  steal  it. 

Communist  apologists  like  t( 
blame  this  corruption  on  the  introi 
duction  of  capitalism  to  Russia.  Th« 
truth  is  quite  the  opposite:  A  cynica 
socialist  dictatorship  derided  hour 
geois  values  while  permitting  the  par 
ty  elite  to  live  comfortabh'  off  the 
public's  miser)'.  The  public  knevi 
what  was  going  on  but  was  helpless  tc 
oppose  it.  The  consequence  \\'as  leth 
argy  and  cynicism. 

With  the  last  pretenses  of  socialisi 
ideolog}'  in  shreds,  the  lethargy  anc 
cynicism  remain,  but  the  fig  leaf  i; 
gone.  Not  yet  fully  democratic,  cer- 
tainly not  capitalist,  Russia  is  all  toe 
much  at  the  merc\'  of  the  natural,  i: 
not  spiritual,  successors  of  Vladimii 
Lenin  and  Joseph  Stalin. 
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Some  People  Might  Be  In  THe  Dark  About 
\tor  US.  Bank  Offers  THe  Most  Complete  Range 
Of  Processing  And  Operating  Service 


Wii  Shed  A  Lhtle  Light  On  IMe  Matter. 


The  Bank  of  New  York  offers  a 
e  complete  range  of  processing 
operating  senyices  than  any 
jr  bank.  Thanks  to  our  proven 
imitnnent  to  these  businesses 
vast  technological  resources, 
e's  virtually  no  need  we  can't 
I. 

The  fact  is,  we  are  the  world's 
Depositary  Receipt  bank, 
linistering  over  one  half  of  the 
Id's  sponsored  ADR  and  GDR 
^rams. 

We're  also  the  world's  #1 
ernnnent  Securities  Clearing 
k.  As  such,  we  clear  over  $400 
)n  each  day— that's  more  than 
{)  of  all  clearing. 

What's  more.  The  Bank  of  New 
:  IS  a  world  leader  in  Custody 

ikeeping  more  than  $1  trillion 

5sets.  We  are  also  a  leader 

ecurities  Lending,  offer- 

the  most  complete 


range  of  secunties  lending  services. 

We  are  also  Corporate  Trustee 
for  over  half  of  the  nation's  50 
largest  companies.  As  Stock  Transfer 
agent,  we  senye  over  6  million 
shareholders  around  the  world. 

Furthermore,  The  Bank  of  New 
York  IS  one  of  America's  top  Cash 
Management  banks.  We  process 
over  $150  billion  in  funds 
transfer  transactions  around 
the  world  even/  day  ser 
vice  customers  in 
more  than  70  coun- 
tnes  and  have 
active 


relationships  with  over  2,000  corre- 
spondent banks  worldwide. 

For  more  information,  please 
call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Secunties  Processing 
senyices  or  Donald  Monks  at 
(212)  815-3900  regarding  our 
Corporate  Cash  Management 
services. 


THE 
BANKOF 
NEW 
YORK 
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World  Leader  In  Processing  And  Operating  Services. 
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Publishers  want  badly  to  get  into  interactive  media, 
but  they  aren't  sure  exactly  what  it  is.  Mammoth 
Micro  Productions  is  ready  to  help  out. 

The  digital  press 


By  David  C.  Churbuck 

Just  ABOUT  kvhryonk  seems  to  agree 
that  interacti\  e  media — software  that 
puts  the  user  right  into  the  picture — 
are  the  wave  of  the  future.  But,  alas, 
ahnost  no  one  is  sure  how  to  get  there 
from  the  here  and  now  of  ordinary' 
books,  magazines  and  catalogs. 

A  small  Seattle  company  with  the 
oxymoronic  name  Mammoth  Micro 
Productions  is  happy  to  help  out, 
ho\\'e\'er.  For  the  last  five  years  Mam- 
moth has  been  toiling  at  the  ciaunt- 
ing  task  of  defining  what  an  "elec- 


tronic publishing  house"  shouki 
look  like.  It  has  notched  up  an  im- 
pressive list  of  clients,  incluciing  stft 
(the  Italian  phone  company),  Sony, 
Olivetti,  Tandv  and  the  Washington 
Post  Co. 

For  the  first  four  of  these  compa- 
nies. Mammoth  has  produced  infor- 
mation displays  for  kiosks  of  the  sort 
that  show  up  in  a  shopping  mall  or  at  a 
trade  show.  Interactivit)'  is  of  a  low 
order,  limited  to  guiding  users 
through  a  menu  of  options  with  a 


touchscreen. 

For  the  Washington  Post  Co 
Mammoth  is  producing  something 
little  more  ambitious:  a  quarter! 
compact  disk  that  combines  the  com 
plete  text  of  13  weeks  of  Newswe^ 
with  illustrated  encyclopedia-like  fe; 
tures  on  special  topics,  such  as  thi 
environment. 

The  environment  feature  is  bui 
around  a  I2-minute  presentation  q 
video  and  moving  stills.  The  viewd 
can  pause  the  show  anytime  and  fias] 
to  a  text  transcript  of  the  narration.  1 
the  narrator  has  mentioned  "green 
house  effect,"  for  example,  the  viewi^ 
can  click  on  the  word  "greenhouse^ 
and  get  a  narrated  animation  of  hov 
the  greenhouse  effect  works.  The  (,i 
also  includes  an  archive  of  clipping 
from  the  Washinjjton  Post  on  the  sam 
topic  as  the  documentar\'.  The  news 
paper  and  magazine  articles  ar 
searchable  word  b)'  word. 

Dazzling  it  ainT,  but  the  Newswec 
product  is  a  foot  in  the  door  of  multi 


Thomas  Lopez 
of  Mammoth  Micro 
"What  we 
thought  would 
take  two  years 
to  happen 
took  five. " 
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EXPLORE 


dia.  Futurists  contem- 
te  a  world  in  wiiich  jour- 
ism  and  advertising  will 
nbine  text,  sound  and 
eo  and  will  ask  the  view- 
where  he  wants  to  be 
en.  We  aren't  there  yet. 
ink  of  the  Mammoth 
)ductions  as  shows  from 
■  early  days  of  televi- 
n — when  viewers  got  lit- 
more  than  a  camera 
ined  on  a  radio  produc- 
n  stage. 

!<ounder  and  chief  exec- 
^'e  of  the  privately  held 
immoth  Micro  Produc- 
ns  is  Thomas  Lopez,  50, 
)rmer  advertising  execu- 
:  who  veered  off  into 
;h  tech  when  he  took  a 
i  as  vice  president  of 
»duct  development  at 
dvision,  a  videogame  de- 
3per.  In  1984,  after  the 
t  wave  of  the  videogame 
rket  collapsed,  Lopez 
nded  Cytation,  where 
produced  the  first  retail 
ROM  (compact  disk, 
d-only  memon,').  It  was 
ikshelf,  a  disk  combining 
in  Bartlett's  Familiar 
otations,  the  American 
ritage  Dictionary  and 
ler  reference  books.  Bill 
tes,  envisioning  a  fi.iture 
vhich  CDS  would  be  the 
ne  mode  of  information 
5lishing,  had  Microsoft 
I  out  Cytation.  Lopez 
ckly  tired  of  being  a  Mi- 
soft  executive  and  quit 
1988  to  start  out  on  his 
n  again. 

^opez's  first  challenge  is 
:stablish  a  critical  mass  of 
igrammers  and  creative  ^^^H 
es  to  work  together  to 
rge  traditional  media — text,  audio 
I  video — into  new  formats.  He's 
ting  there:  Over  half  his  31  em- 
yees  are  programmers  or  artists. 
!;itizing  a  magazine  or  catalog  is 
der  than  it  looks.  No  sense  merely 
ivering  a  digital  version  of  the 
ited  page.  The  idea,  says  Lopez,  is 
produce  something  with  added 
diligence  and  emotional  impact, 
le  tell-me-more  button,"  a  capa- 
tv  to  allow  the  reader  to  delve 
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Newsweek's  interactive  baseball  compact  disk,  part  of 
a  quarterly  series  produced  by  Mammoth  Micro  Productions 
It  isn't  quite  tlie  same  as  jumping  onto  the  baiifield— yet 


deeper  into  a  topic,  or  even  go  on-line 
for  more  current  information  on  a 
topic.  It  costs  Mammoth  from 
$150,000  to  $1  million  to  produce  a 
single  CD  title. 

Mammoth's  next  challenge:  a 
method  that  delivers  content  across 
any  computer  or  entertainment  plat- 
form, regardless  of  its  operating  sys- 
tem or  other  technical  hurdles.  That's 
a  more  elusive  goal.  Neither  Mam- 
moth nor  anyone  else  has  a  universal 


CD  that  can  run  on  any  play- 
er— and  there  are  a  lot  of 
incompatible  formats,  from 
IBM,  Apple,  Sony,  Philips 
anci  others. 

Mammoth's  program- 
mers have,  however,  in- 
\  cnted  a  kind  of  CD  that  is 
smart  enough  to  determine 
the  capabilities  of  the  ma- 
chine it  is  played  back  on. 
Not  enough  memory  to 
show  television-quality  vid- 
eo clips?  Mammoth's  sys- 
tem is  smart  enough  to  dis- 
card frames  and  colors. 

The  first  wave  of  elec- 
tronic publishing  was  a 
flop.  In  the  1980s  various 
newspapers  and  newsletters 
spent  millions  putting  out 
videotex  and  floppy-disk 
versions  of  their  periodi- 
cals, only  to  find  that  read- 
ers couldn't  be  bothered 
with  a  new  medium  that 
ofl^ered  scarcely  any  advan- 
tages over  the  old  one. 
Hardware  has  come  a  long 
way  in  just  a  few  years,  how- 
ever, and  some  publishers 
are  again  testing  the  waters, 
among  them  the  San  Jose 
Mercury  News,  Newsday 
and  National  Geojjraphic. 

The  ultimate  payoff"  may 
be  not  so  much  in  editorial 
content  as  advertising.  On 
the  first  Newsweek  CD, 
Sony,  IBM  and  Sofi^vare 
Toolworks  advertised.  On 
the  second,  AT&T  and  Lin- 
coln-Mercury are  running 
60-second  video  clips  that 
aren't  interactive  and  use 
up  about  10  megabytes 
each  on  a  roughly  600- 
megabyte  CD.  Mammoth, 
however,  is  working  on 
more  sophisticated  software  to  inter- 
rogate the  ad  viewer  and  give  him 
choices.  Says  Lopez:  "Multimedia  ad- 
vertising is  not  a  way  to  expose  people 
to  a  message  but  a  way  to  lead  people 
through  a  sales  presentation  tailored 
to  them." 

If  you  build  a  better  medium,  peo- 
ple will  come,  but  not  overnight.  As 
Lopez  himself  says,  "What  we 
thought  would  take  two  years  to  hap- 
pen took  five."  Hi 
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YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THEWOED 


'Hi 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 

©  1993  Sprint  Communicalions  Company  LP 


we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  coi 
and  locations  around  the  work 
connection  so  clear  you  could  h 
a...  well,  you  know. 

But  alas,  man  does  not  live  by 
nology  alone.  So  it's  nice  to  know 


lunications  company  you  can 
y  communicate  with.  At  Sprint, 
:e  more  value  on  helping  people 
irward,  than  getting  them 
hat  means  delivering  the  future, 
than  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 


Be  there  now 

l-SOO-PIN-DROP 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Sprint 


COMPUTERS/COMMUNICATIONS 


In  your  face 


COMMENTARY  RY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a  managing  director  at  Unter- 
berg  Harris  &  Co.,  an  investment  banking  firm  in  San 
Francisco;  tiis  MCI  mail  address  is  akessler. 


In  cahoots  with  Madison  Avenue, 
television  has  perfected  the  art  of 
using  video  to  grab  your  attention, 
then  sell  you  something.  A  new  tool 
will  twist  your  mind  and  sell  you: 
telecomputers.  But  you  no  longer 
have  to  get  off  the  couch.  Your  wallet 
will  be  lightened  right  on  the  show. 

The  longer  your  eyeballs  spend  on 
an  interactive  screen,  the  better  the 
economics  are  of  selling  to  you.  And 
not  just  brand  images,  but  real  goods 
and  services.  Michael  Jordan  will  sell 
you  Nikes,  one  on  one.  A  digitized 
insurance  agent  will  ask  you  questions 
about  your  finances,  then  write  up  a 
policy  and  shove  it  right  onto  your 
computer  screen.  The  fees  generated 
from  these  transactions  will  pay  for 
the  entertainment  that  tempted  you 
to  turn  on  the  box.  They  will  also  pay 
for  paving  the  electronic  highway  and 
pay  dividends  to  investors. 

I  met  Eddie  Van  Halen  a  few  years 
back.  For  those  of  you  who  still  think 
IBM  is  a  growth  stock,  he's  the  lead 
guitarist  for  the  rock  group  Van  Ha- 
len. Nice  guy,  my  age,  and  he  has 
millions  of  adoring  fans.  Also  a  man- 
sion in  California  and  a  bank  account 
ri\'aling  the  gross  domestic  product  of 
Guatemala.  What  does  he  have  that 
you  and  I  don't.?  Talent  is  only  partial- 
ly the  answer.  What  he  really  has  is 
distribution. 

Aji  installed  base  of  100  million 
playback  units  and  a  multibillion-dol- 
lar  infrastructure  of  radio  and  cable 
television  stations  pump  out  his  work. 
The  guy  spends  a  few  months  in  a 
studio  perfecting  his  work,  and  then 


feeds  that  stjftware  into  a  system  that 
manufactures  a  compact  disc  for  $1 
and  retails  it  for  $13. 

The  parallels  to  interactive  media 
are  clear.  The  PC  industry  spent  14 
years  selling  business  tools:  comput- 
ers, spreadsheets,  networks.  As  a  si- 
lent benefit,  it  has  created  an  installed 
base  that,  with  the  addition  of  some 
CD-ROM  readers  and  memon'  up- 
grades, will  support  a  new  form  of 
entertainment,  interactive  media.  At 
least  5%  of  the  desktop  computers 
purchased  this  year  have  CD  readers. 
This  installed  base  of  interactive- 
ready  computers  has  sneaked  up  on 
us,  and  is  just  now  ready  to  be  turned 
into  Halen-st\'le  profits. 

In  the  nick  of  time.  Profits  have 
vaporized  in  computer  hardware,  and 
are  close  to  doing  so  in  basic  business 
software.  It's  time  for  the  software 
industry'  to  migrate  from  tools  to 
tides. 

Ultimately,  the  value  of  interactive 
applications  is  beyond  CD  ROM  disk 
sales  at  $35  retail.  Increasingly,  it  will 
be  the  ability  to  engage  users,  and 
keep  those  eyeballs  on  that  interactive 
screen.  Then  the  professionals  take 
over.  The  subtle  and  even  not  so 
subde  selling  will  begin. 

The  hottest  interactive  CD  to  date  is 
The  Seventh  Guest,  from  Trilobyte  in 
Medford,  Ore.  It's  pure  entertain- 
ment: a  myster)'  game  in  which  the 
viewer  wanders  through  the  rooms  of 
a  house.  Someday,  however,  the  big 
volume  may  come  from  something 
ver>'  different:  perhaps  a  disk  from 
Merrill  Lynch  that  will  tell  you  what 
Idnd  of  mutual  fund  to  buy. 

How  much  do  advertisers  pay  for 
the  engagement  of  consumers?  It  de- 
pends on  the  medium  and  on  the 
effectiveness  of  that  medium  in  sell- 
ing. The  price  ranges  from  pennies 
per  thousand  viewers  to  $6  per  con- 
sumer. You  can  hand  out  press  re- 
leases at  a  cost  as  low  as  pennies  per 
thousand  subscribers  to  the  newspa- 
pers willing  to  publish  the  PR.  A  televi- 
sion ad  will  cost  you  about  $1  per 
thousand  s  iewers.  Junk  mail  runs  $40 
per  thousand.  Telemarketing — those 
annoying  calls  during  dinner — costs 


perhaps  $6  per  consumer  willing  ti 
listen  to  the  whole  pitch  before  hang 
ing  up. 

What's  an  interactive  media  pros 
pect  going  to  be  worth?  Anywherj 
between  4  cents  and  $6,  dependin 
on  how  narrowly  targeted,  and  ho\ 
engaging,  a  program  is.  The  narrows 
the  audience,  the  better  prospect  it| 
members  are  for  a  specific  product 
and  thus  the  higher  the  cost  per  prq 
spective  victim. 

There  is  an  art  to  interactive  en 
gagement.  Fortunately,  there  is  al 
ready  a  multibillion-dollar  industrj 
intent  on  engaging  users,  the  videoi 
game  market.  Certainly  the  sweat 
palm,  Nintendo/Sega  game  develop 
ers  know  how  to  raise  the  pulse  of 
teenager. 

With  the  raw  power  of  a  PC,  ani 
soon  3DO  machines,  the  sophistics 
tion  of  consumer  sofirvvare  is  increas 
ing,  and  the  applications  are  goinj 
mainstream.  Role-playing,  simulai 
tion,  fantasy  and  stor\'telling  are  at] 
tracting  and  engaging  older  people. 

Among  the  public  companies  sell 
ing  interactive  software  are  video 
game  makers  Electronic  Arts  am 
Software  Toolworks,  and  edutairj 
ment  CD  vendor  Broderbund  Soft 
ware.  A  Viacom  subsidiary,  ICOM  Sim 
ulations,  is  responsible  for  Sherloc 
Holmes,  the  Consulting  Detectivt 
Other  good  titles  have  come  fron 
companies  that  are  pri\'ate  now  bu 
obvious  candidates  for  public  offer 
ings:  Falcon  S.Oirom  Spectrum  Holo 
byte;  Dinosaur  Adventure  fron 
Knowledge  Adventure;  Power  Hitte 
from  Father  Pictures.  Two  privat 
companies  to  watch  in  the  business  c 
selling  software  tools  to  develop  en 
gaging  titles  are  Macromedia  am 
Aim  tech. 

Unless  you  are  a  forest  ranger,  yoi 
may  well  spend  the  majorit}'  of  you 
waking  hours  in  front  of  a  screen.  Th 
Today  Show  at  home,  a  PC  for  a  gocw 
part  of  the  workday,  the  news  at  nigh 
and  then  prime  time.  There  are  for 
tunes  to  be  made  by  those  who  lean 
how  to  use  this  interactive  stuff'  t( 
arouse  your  attention  to  somethini 
higher  than  the  couch  stupor  level.* 
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rHE  FASTEST  BUSINESS  DECISION 
YOU'LL  EVER  MAKE. 


Satellite  4M       ^ "  f"" "  *^ "™ 

4oo  ua2  processor.  You  get  the 
ower  to  put  Windows'"  and  DOS  applications  through  tlieir 
aces,  without  even  breal<ing  a  sweat. 

What  makes  it  a  business  decision  is  value. 

The  Satellite  Senes  packs  all  that  power  into  a  system  that 
;  high  on  functionality  and  surprisingly  low  on  pnce. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
righter  displays;  a  BallPoint-  Mouse  2.0  with  QuickPort"  for  easy 
recise  control;  full-travel  keyboards,  and  Toshiba  MaxTime  " 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  penpherals,  pre- 
mstalled  MS-DOS '  6.0  and  Windows 
software,  and  die  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  dian  what  you'd  expect  to  pay.  So  you 
can  travel  in  die  fast  lane  widiout  a  toll. 

The  Toshiba  T1950  Satellite  Series.  That's  an  easy  decision 
The  hard  part  is  decidmg  how  many  to  get. 


14.5inm  industry- 
standard  PCMCIA 
2.01  compliant  slot: 

Accepts  a  credit  card-sized 
data/fax  modem, 
networking  adapter, 
hard  drive,  or  more. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  a  dealer  near  you,  call  1  (800)  457-7777.  (T)  1993  Toshiba  America  Informauon  Systems,  Inc. 
All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  tlieir  respective  companies. 


SCIENCE  &  TECHNOLOGY 


Two  cheers 
for  price 
discrimination 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  fhe  Manfiattan 
Institute,  IS  tfie  auttior  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Computer  Associates  is  giving  away 
a  personal  finance  program  called  CA- 
Simply  Money.  The  price  is  just  a  $7 
charge  for  "handhng."  This  is  a  PR 
stunt,  of  course.  It's  also  a  harbinger 
of  a  whole  new  way  of  marketing. 

Whether  stored  on  paper,  celluloid, 
tape,  disk  or  optical  platter,  informa- 
tion has  always  perplexed  economists. 
It's  obviously  valuable  stuff  Indeed, 
it's  the  most  valuable  stuff  humans 
produce  and  consume.  Except  that 
we  don't  consume  it.  If  I  eat  a  cake, 
you  can't  eat  it,  too — that's  consump- 
tion the  old-fashioned  way.  But.  if  I 
listen  to  Dolly  Parton  sing  the  achy- 
breakies,  or  use  Simply  Money  to 
balance  my  checkbook,  so  can  you, 
with  no  additional  strain  on  Parton's 
larynx  or  ca's  programmers. 

That  creates  a  conundrum.  The  old 
laws  of  economics  say  that  the  effi- 
cient price  of  a  good  is  its  marginal 
cost — the  costx>f  creating  one  addi- 
tional copy.  That's  about  S7  for  ship- 
ping and  handling  a  floppy  disk,  even 
if  it  cost  $10  million  to  write  the 
program.  Hut  if  the  producer  can 
never  collect  more  than  $7  a  pop 
down  the  road,  it  will  never  invest  the 
$10  million  at  all. 

Next  best  is  Ramsey  pricing.  Charge 


a  steep  price  to  people  who  adore 
Dolly  Parton.  Charge  a  bit  less  for 
those  who  like  Parton  so  long  as  she 
doesn't  sing  "Stand  By  Your  Man." 
(Charge  least  of  all  to  those  who  turn 
on  Parton  only  for  mental  anesthesia 
when  balancing  their  checkbooks. 
With  adjustable  pricing  of  this  kind, 
producers  can  get  a  real  return  even 
while  distributing  the  product  down 
to  the  most  marginal  of  buyers. 

But  to  implement  this  kind  of 
scheme  you  have  to  target  your  cus- 
tomers very  precisely.  Few  custom- 
ers will  volunteer  to  be  on  the  pricey 
end  of  price  discrimination.  Worse, 
price  discrimination  is  illegal.  In  a 
classic  case,  IBM  charged  a  fairly  low 
monthly  rental  for  its  tabulating  ma- 
chinery', then  imposed  a  premium  on 
the  heaviest  users  by  requiring  cus- 
tomers to  buy  its  (overpriced)  punch 
cards.  This  kind  of  pricing  mav  be 
the  socially  optimal  way  to  spread 
the  high  costs  of  designing  comput- 
ing machines  across  a  wide  spectrum 
of  users.  Nonetheless,  in  a  decision 
that  was  popularly  thought  of  as  a 
victory  for  consumers,  the  Supreme 
Court  ordered  IBM  to  discontinue 
the  practice. 

There's  no  way  to  avoid  usage- 
sensitive  pricing  in  the  info  biz.  So  law 
or  no  law,  you  find  some  way  to 
measure  just  how  much  each  consum- 
er really  likes  your  product  and  charge 
accordingly. 

Advertising  is  the  crudest  of  these 
devices.  Everybody  gets  to  watch  the 
Dolly  Parton  special  on  NBC  for  free; 
those  who  are  just  glued  to  their 
chairs  will  perhaps  buy  a  Veg-O- 
Matic  and  thus  pay  for  the  show. 
Hollywood  uses  other  devices.  Some 
fraction  of  the  populace  desperately 
wants  to  see  Jurassic  Park  right  away, 
so  Hollywood  extracts  $6.50  a  head 


here  first,  then  takes  a  second  colk 
tion  at  video  rental  stores,  which  \o 
whole  family  see  the  film  for  $3. 

In  other  markets  you  start  die, 
and  build  up.  Dolly  Parton's  ageil 
will  do  anything  to  give  her  mu^ 
away  on  radio.  The  mildly  entertain* 
then  go  out  and  buy  a  record.  Tl 
smitten  will  pay  any  price  to  attei 
her  next  concert. 

It's  the  same  with  software.  Tl 
casual  users  buy  a  $99  spreadshe 
and  stop  there;  business  users  invc 
an  additional  $300  in  upgrades  tli 
get  pushed  at  them  every  time  anot, 
er  Intel  chip  comes  out. 

These  gimmicks  work  up  to  a  poir 
but  they  are  awfully  clumsy.  If  sol 
ware  is  so  smart,  why  can't  it  monit' 
itself,  keep  track  of  just  how  hea\  i 
it's  used,  and  then  handle  the  billin 
Dolly  Parton  can't  gauge  the  passic 
of  each  individual  fan,  but  softwa 
can.  An  intriguing  proposal  aloi 
those  lines  is  set  out  by  Brad  Cox 
the  October  1992  Dr.  Dobb's Journi 
In  theory,  at  least,  all  software  cou 
be  distributed  free,  with  payme; 
linked  to  usage  down  the  line. 

Other  industries  are  backing  ini 
related  schemes,  as  they  begin  to  e 
plore  powerful  synergies  between  tl 
hardware  and  software  sides  of  the 
operations.  Air  travel  depends  c 
computerized  reservation  system 
but  flyers  are  accustomed  to  makir 
reservations  for  free.  Companies  lil 
American  Airlines  recognized  son 
years  ago  they  could  pay  for  the  essei 
tial  software  by  using  it  to  steer  cu 
tomers  onto  their  flying  hardwar 
They  were  promptly  sued  for  doir 
so.  Processing  medical  prescriptions 
also  supposed  to  be  free,  even  thou^ 
it  costs  a  lot.  So  Merck  pays  $6  billic 
for  Medco  Containment  Service 
recognizing  that  managing  33  millic 
prescriptions  will  be  doubly  profltab 
when  tied  tightly  to  the  business  « 
filling  them.  Count  on  hearing  froi 
the  antitrust  police  here,  too. 

Almost  every  marketing  scheme  i 
the  information  industry'  today  coul 
be  construed  as  illegal  under  our  ant 
quated  antitrust  laws.  Informatic 
just  doesn't  obey  the  ordinaiy  laws  c 
economics,  so  the  people  who  sell 
can't  obey  ordinaiy  antitrust  law 
Judges  had  better  get  used  to  tha 
What  we're  talking  about  here  is  tl' 
tliture  of  our  entire  economy.  ■ 
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he  challenge; 

X>  KEEP  POLLUTANTS  rnvm  ^ 
OULING  UP  THE  ATMOSPHERE 
LND  POLLUTION  CONTRil.S  PRO 
OULING  UP  PERFORMANCE. 


Raytheon  Engineers  &  Constructors 
has  the  know-how  to  help  companies 
cost  effectively  plan  ahead  for  clean 
air  compliance. 

The  world's  industries  are  hard  at  work  cleaning  up.  But 
they'll  have  to  work  harder.  Because  all  over  the  world  clean 
air  regulations  will  only  get  stricter. 

Raytheon  Engineers  &  Constructors  is  ready  for  any 
clean  air  challenge  the  future  nnay  hold.  In  a  broad  range  of 
industries  -  steel,  chennicals,  pharmaceuticals,  food  process- 
ing, petroleum  refineries  and  power  generation  -  our  projects 
large  or  small,  are  marked  by  cost  effective,  innovative 
engineering  and  construction. 

For  example,  we're  helping  such  clients  as  the  operating 
companies  of  Allegheny  Power  System  and  the  Tennessee 
Valley  Authority  install  emission  control  "scrubbers." 


Our  goal:  minimum  downtime  for  operations. 

We're  always  looking  over  the  horizon.  Because  what  passes 
for  clean  air  today,  won't  tomorrow.  All  over  the  world,  the 
rules  will  only  get  stricter.  And  those  who  don't  plan  ahead, 
can  only  fall  behind. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
engineering  and  construction  sen/ices  is  also  the  driving 
force  behind  our  proven  performance  in  defense,  electronics, 
aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


EDITED  BY  WILLIAM  6.  FLANAGAK 


What  are  the  best  hotels  and  resorts  in  the  U.S.,  and  on  foreign  shores? 
Here's  one  survey  where  the  folks  who  actually  do  all  the  traveling— 
and  paying— cite  their  favorites. 

Where  executives 

^  ^   mmwm.  w    w^^VW^^»a.w  The  Ritz-Carlton 

Mauna  Lani,  on  the 
Island  of  Hawaii  j 
One  of  the  hot-  I 
test  new  addition 
to  the  list. 


Is  THE  Bel-Air  in  Los  Angeles  the 
best  city  hotel  in  the  U.S.?  Is  the  best 
resort  hotel  in  the  U.S.  the  Boulders, 
in  Carefree,  Ariz.?  Are  the  Regent  in 
Hong  Kong  and  the  San  Pietro  in 
Positano,  Italy  the  best  overseas  city 
hotel  and  best  overseas  resort  hotel, 
respectively? 

The  answer  is  yes  to  all  of  the  above, 
according  to  a  survey  of  more  than 
2,500  readers  of  Andrew  Harper's 
Hideaway  Report,  just  now  being  re- 
leased. Many  of  Harper's  voters  are 
Forbes  readers,  and  they  have  a  simi- 
lar profile:  78%  of  them  are  presidents, 
owners  or  partners  of  businesses; 
another  14%  are  vice  presidents  or 
general  managers.  Their  average  an- 


Top  15  U.S.  city  hotels 

Top  15  U.S.  resort  hotels 

1  Bel-Air  (Los  Angeles) 

310-472-1211;  8 

)0-548-4097 

1 

1  The  Boulders  (Carefree,  AZ) 

602-488-9009; 8 

00-553-1717 

1 

2  Mansion  on  Turtle  Creek  (Dallas) 

214-559-2100:8 

]0-527-5432 

4 

2  Mauna  Lani  Bay  (Kohala  Coast,  HI) 

808-885-6622;  8 

00-367-2323 

2 

3  Four  Seasons  (Chicago) 

312-280-8800;  8 

30-332-3442 

3 

3  Ritz-Carlton  (Laguna  Niguel,  CA) 

714-240-2000:8 

00-241-3333 

7 

4  Ritz-Carlton  (Boston) 

617-536-5700;  8 

30-241-3333 

2 

4  The  Greenbrier  (White  Sulphur  Springs,  WV) 

304-536-1110:8 

00-624-6070 

3 

5  Windsor  Court  (New  Orleans) 

504-523-6000;  8 

30-262-2652 

8 

5  Ventana  (Big  Sur,  CA) 

408-667-2331;  8 

00-628-6500 

4 

6  Ritz-Carlton  (Chicago) 

312-266-1000;  8 

30-332-3442 

6 

6  The  Cloister  (Sea  Island,  GA) 

912-638-3611: 8 

00-732-4752 

5 

7  Mandarin  Oriental  (San  Francisco) 

415-885-0999;  8 

30-622-0404 

11 

7  Auberge  du  Soleil  (Rutherford,  CA) 

707-963-1211:8 

00-348-5406 

8 

8  The  Carlyle  (New  York) 

212-744-1600;  8 

30-227-5737 

5 

8  Mauna  Kea  (Kohala  Coast,  HI) 

808-882-7222;  8 

00-882-6060 

6 

9  The  St.  R^is  (New  York) 

212-753-4500;  8 

30-759-7550 

19 

9  Ritz-Carlton  (Naples,  FL) 

813-598-3300;  8 

00-241-3333 

11 

10  Ritz-Carlton  Buckhead  (Atlanta) 

404-237-2700;  8 

30-241-3333 

12 

10  Lodge  at  Koele  (Lame,  HI) 

808-565-7300;  8 

00-321-4666 

9 

11  Campton  Place  (San  Francisco) 

415-781-5555;  8 

30-647-4007 

15 

11  The  Point  (Upper  Saranac  Lake,  NY) 

518-591-5674;  8 

00-255-3530 

10 

12  Four  Seasons  Clift  (San  Francisco) 

415-775-4700;  8( 

30-332-3442 

14 

12  Inn  at  Little  Washington  (Washington,  VA) 

703-675-3800 

14 

13  Ritz-Carlton  (San  Francisco) 

415-296-7465;  8 

30-241-3333 

20 

13  Meadowood  (St.  Helena,  CA) 

707-963-3646;  8 

00-458-8080 

23 

14  Four  Seasons  (Washington,  D.C) 

202-342-0444;  8 

30-332-3442 

9 

14  Halekulani  (Honolulu,  H!) 

808-923-2311:8 

00-367-2343 

16 

15  Regent  Beverly  Wilshire  (Beverly  Hills) 

310-275-5200;  8 

30-421-4354 

10 

15  Lodge  at  Pebble  Beach  (Pebble  Beach,  CA) 

408-624-3811:8 

00-654-9300 

12 

Figure  at  right  indicates  last  year's  ranking. 

most  pirefei*  to  stay 


144 


Forbes  ■  September  27,  199 


This  is  a  good  distance  for  kids  to  sit  from  the  television. 


Vnd  now,  for  your  viewing  pleasure, 
•e  bring  you  the  1994  Range  Rover 
lounty  LWB. 

Take  your  family  up  into  the  nioun- 
lins,  through  sweeping  eanyons,  or 
own  glistening  winter  trails,  all  the 
/hile,  feeling  as  though  you  never  left 
lie  comfort  of  your  own  living  room. 

In  addition  to  its  already  elegant  and 
oomy  interior,  the  Range  Rover  (bounty 
AVB  has  a  108"  wheelbase,  making  it 


more  spacious  inside  than  ever. 

And  our  extraordinary  electronic  air 
suspension  system  helps  remove  the 
kind  of  bangs  and  bumps  that  come 


standard  with  ordinar>'  4x4s. 

iVlong  with  features  such  as  electronic 
traction  control,  and  a  4.2  liter- V-S 
engine,  the  County  I^WB  enables  you  to 
reach  places  even  television  hasn't. 

So  why  not  call  1-S()()-FINE  4\VD  for 
the  nearest  dealer?  (Iranted,  at  just 
over  S5(),()()(),  it  s  not  exactly  considered 
a  trivial  investment. 

But  no  one  handles  the  remote  quite 
like  we  do. 


PERSONAL  AFFAIRS 


nual  income  is  $345,000,  and  they 
liavc  an  average  net  wortli  of  some 
$3  million. 

When  it  comes  to  travel,  they  know 
whereof  they  speak:  About  nine  in  ten 
traveled  outside  the  U.S.  at  least  once 
in  the  past  year. 

A  few  things  are  worth  noting 
about  this  year's  survey,  according  to 
Andrew  Harper.  (That's  the  pseud- 
onym of  the  publisher  of  the  Hide- 
away Report,  who  travels  the  globe, 
anonymously  checking  out  all  these 
places.) 

Harper  points  out  that  the  Bel-Air 
and  the  Boulders  are  repeaters  as 
the  best  domestic  city  hotel  and 
resort  hotel.  But  overseas,  the  Regent 
Hong  Kong  edged  out  the  venerable 
Oriental  in  Bangkok  for  the  first 
time  ever. 

And  the  San  Pietro  in  Positano 
dislodged  Little  Dix  Bay  in  the  British 
Virgin  Islands,  last  year's  first- 
place  overseas  resort  hotel,  which 
slipped  down  to  the  sixth  spot  on  this 
year's  list. 

Among  the  hottest  up-and-coming 
new  resorts  are  the  Rjtz-('arlton 
Huntington  (Pasadena,  C^alif),  the 
Ritz-Carlton  Mauna  Lani  (Hawaii) 
and  the  Amankila  (Bali).  They  were 


The  Four  Seasons  in  Nevis 
Now  the  top-ranked  resort  in  the  Caribbean 


all  unranked  last  year,  but  they  now 
hold  the  34th,  35th  and  38th  spots, 
on  their  respective  lists. 

Fhe  Four  Seasons  in  Nevis  had  a 
very  dramatic  rise  in  the  rankings, 
from  20th  place  last  year  to  5th  place 
this  year. 

On  these  pages  are  listed  the  voters' 


top  15  favorites  in  four  categories 
best  city  and  best  resort  hotels,  d(\ 
mestic  and  foreign. 

Por  a  complimentary  copy 
the  complete  Andrew  Harper's  Hid 
away  Report  survey,  write  Box  S\ 
Sun  Valley,  Idaho,  83353,  or  fa 
406-862-3486.  -W.G.F.  1^ 


Top  15  foreign  city  hotels 

Top  15  foreign  resort  hotels 

1  The  Regent  (Hong  Kong) 

721-1211:800 

•545-4000 

2 

1 

San  Pietro  (Positano,  Italy) 

89-875  455;  80( 

)-223-9832 

2 

2  The  Oriental  (Bangkok) 

2-236-0400;  8 

)0-526-6566 

1 

2 

Amanpuri  (Phuliet  Island,  Thailand) 

76-311  394;  80( 

-421-1490 

3 

3  The  Ritz  (Paris) 

1-42  603  830; 

800-223-6800 

3 

3 

Amandari  (Bali,  Indonesia) 

361-71  267;  80( 

1-421-1490 

6 

4  Le  Bristol  (Pans) 

1-42  669  145; 

800-223-6800 

7 

4 

Villa  d'Este  (Lake  Como,  Italy) 

31-511 471;  80( 

-223-6800 

5 

5  The  Stafford  (London) 

71-493-0111;  Fax  71-493-7121 

8 

5 

Four  Seasons  Nevis  (St.  Kitts  &  Nevis) 

809-469-1111;! 

iOO-332-3442 

20 

6  The  Peninsula  (Hong  Kong) 

366-6251;  800 

323-7500 

4 

6 

Little  Dix  Bay  (British  Virgin  Islands) 

809-495-5555; 

iOO-928-3000 

1 

7  The  Connaught  (London) 

71-499-7070;  Fax  71-495-3262 

5 

7 

Boyer  "Les  Crayeres"  (Reims,  France) 

26-828  080;  Fax  26-826552 

11 

8  Claridge's  (London) 

71-629-8860;  i 

iOO-223-6800 

6 

8 

Cap  Juluca  (Anguilla) 

809-497-6666; 

iOO-323-0139 

12 

9  Hassler  (Rome) 

6-678-2651;  8( 

)0-223-6800 

9 

9 

Jumby  Bay  (Antigua) 

809-462-6000; 

500-421-9016 

4 

LO  Cipriani  (Venice) 

41-794  611;  8C 

0-221-2340 

12 

10 

Las  Brisas  (Acapuico,  Mexico) 

748-4  1580;  80( 

1-228-3000 

14 

LI  Mandarin  Oriental  (Hong  Kong) 

522-0111;  800 

526-6565 

10 

11 

Hotel  Bora  Bora  (French  Polynesia) 

689-677  028;  8( 

)0-42M490 

9 

12  Crillon  (Pans) 

1-44  711  500: 

800-223-6800 

15 

12 

Inverlochy  Castle  (Ft  William,  Scotland) 

397-702  177;  Fax  397-702953 

15 

13  Plaza-Athenee  (Paris) 

1-47  237  833; 

800-225-5843 

11 

13 

Domaine  Saint-Martin  (Vence,  France) 

93-580  202;  Fax  93-240891 

10 

14  Dorchester  (London) 

71-629-8888;  f 

!00-223-5652 

17 

14 

Chewton  Glen  (New  iVlilton,  England) 

425-275  341;  8( 

0-344-5087 

23 

15  Dukes  (London) 

71-491-4840;  Fax  71-493-1264 

19 

15 

Brenner's  Park  (Baden-Baden,  Germany) 

7  221-9000;  80( 

-223-6800 

17 

The  Berkeley  (London) 

71-235-6000;  f 

iOO-637-2869 

14 

Figure  at  right  indicates  last  year's  ranl(ing. 

In  calling  direct,  dial  country  code  plus  numbers  above. 
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Why  Choose  The  Fidelity 
IRA  Over  All  Others? 


Like  many  investors,  you  may  be  more  focused  on  your  IRA  than 
ever  before.  And  with  low  interest  rates,  a  myriad  of  investment 
choices  or  the  expense  of  a  full-cost  broker,  there's  a  lot  standing 
in  the  way  of  your  retirement  goals.  But  at  Fidelity  hivestmenLs, 
you  can  choose  an  IRA  where  perfomKuice  md  value  come  first. 


Proven  Performers  For  Growth 

For  the  long-tenii  growth  potential  you  wiuit, 
Fidelity  offers  a  full  range  of  stock  Hinds  with 
perfomiance  records  that  spt^ak  for  themselves. 
Each  Hind  is  backed  by  the  management  exper- 
tise that's  helped  make  Fidelity  America's  largest 
stock  fund  manager.'  So  now  iilong  with  our  No- 
Load,  No-Fee  IRA,  it  makes  more  sense  than 
ever  to  bring  your  retirement  savings  to  Fidelity. 

Tlie  No-Load,  No-Fee  IRA  Oflfer 
No  One  Else  Can  Match 

We've  waived  the  sides  charges  on  more  than  a 
dozen  stock  funds  for  retirement  investors,  so 
now  you  have  more  thiui  50  no-load  stock, 
bond  iind  money  market  fund  choices  for  your 
IRA. '  And  we've  waived  the  annual  IRA  mauite- 
nance  fee  for  each  muauil  fund  account  you 
have  in  Nour  Fidelity  IRA  with  a  balance  of 

$5,000  or  more.' Call  today 
for  your  free  IRA  fact  kit,  and 
be  sure  to  iisk  for  a  free  copy 
of  our  Common  Sense 
Guide  To  Planning  For 
Retirement. 


Long-  Term  Stock  Fund  Performers 
Now  All  NO'Load  For  Your  Retirement 

Fidelity  Puritan  Fund 


22.16°^^ 

13.61° 

14.66°° 

l-Year Avg. 
Anmai  Return* 

5-Ysar  Avg. 
Annual  Return* 

10-Year  Avg. 
Annual  Return* 

Fidelity  Equity  Income  II 

Fund 

22.35°^ 

28.15°° 

l-Year  Aug. 
Annual  Return' 

Ltfe  ot  Fund 
Annaal  Return* 
8/21/90-6/30/93 

Fidelity  OTC  Portfolio 

17.85° 

16.26°° 

20.80^° 

l-Year  Avg. 
Annual  Return' 

5-Year  Avg. 
Aiwual  Return* 

Lite  of  Fund 
Annual  Return* 
1Z/31/84-6/30/93 

Fidelity  Contrafund 

28.20° 

25.66°° 

16.77°° 

l-Ysar  Avg. 
Annual  Return* 

5-Year Avg. 
Arwual  Retarfl' 

10-Year  Avg. 
Annual  Return* 

Fidelity  Asset  Manager 

17.41° 

14.92°^ 

l-Year  Avg. 
Annual  Return* 

life  of  Fund 
Annual  Return* 
12/28,'88-6/30/93 

Fidelity  Growth  &  Income  Portfolio 

20.67° 

17.33° 

19.21° 

1 -Year Avg. 
Annual  Return* 

S-Year  Avg. 
Annual  Return* 

Liie  of  Fund 
Annaai  Return* 
12/3O/85-6/30/93 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


FMelity  ^-^3  Inuestments' 


Common  seme.  Uncommon  results. 


2r 

For  an  IRA  fact  kit  and  more  complett  iiifurmalioi)  on  any  Fidelity  fund  intluding  diarges  and  expenses,  call  for  a  current  prospectus.  Read  it  carefully  before  you  invest  or  send 
money.  'Fidelity  manages  over  $  100  billion  in  equity  assets.  This  offer  ajiplies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan'" 
Fund,  Fidelity  .New  Millennium"'  Fund  and  Fidelity  Select  Portfolios*  are  excluded.  "For  Fidelity  mutual  fund  IRAs,  the  $10  annual  IR,\  maintenance  fee  will  be  waived  for  mutual  fund 
IRA  accounts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed  IRAs,  the  fee  is  $20,  and  will  be  waived  if  any  Fidelity  mutual  fund  position  in  the  account  is  at 
lexst  $5,000  at  the  time  of  the  fee  billing.  *Total  returns  for  the  period  ended  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  aiid  capital 

gains.  Past  performance  is  no  guar;uitee  of  future  results.  Share  price  and  return  will  vaiy  and  you  may  have  a  g;un  or  loss  when  y  ou  sell  your  shares.  Fidehty  Distributors  Coiporation. 
Fidehty  Brokerage  Sei-vices,  Inc.,  161  Devonshire  Street,  Boston,  MA  021 10.  Member  WSK,  SIPC. 


So  we  thought  there  had  to  be  other 
young  couples  like  us  with  good  taste  and 
no  money.  We  were  23  years  old  and  we 
really  had  no  understanding  of  retail.  But 
we  were  very  ambitious  and  very  hungry. 

The  name  Crate  &  Barrel  just  kind  of 
evolved.  When  we  first  started,  we  had  no 
money  for  fixtures,  so  we  simply  turned 


philosophy.  Nowadays,  things  have  to  be 
accessible.  We  want  people  to  pick  them 
up  and  touch  them.  We  want  people  to  see 
something  and  say  to  themselves,  'I  love 
this.  Wow,  I  can  buy  this.' 

I  certainly  think  that  seeing  a  sign  on  a 
store  window  welcoming  the  American 
Express*  Card  makes  you  feel  comfortable. 


WHl^lV  Wl^  OOT  My\HHI]ill,  l^VlHlYTHIiVO  WE 
LOVini  WyVS  TOO  ]^XPH]\SIV1%  AlVO  l^Vl^lYTHIiVO 
Wl^  COULD  AFFOHD  WAS  TOO  HOLY. 


over  the  packing  crates  and  barrels.  Then 
we  stacked  up  the  dinnerware  and  glass- 
ware, and  said,  'That'll  tell  a  story  that  you 
can't  tell  any  other  way.' 

It's  not  exciting  to  sell  beautiful  things 
people  can't  afford.  But  if  they  can  afford 
them  they  get  excited,  because  they  can 
own  them.  So  that's  our  merchandising 


You're  not  worrying  about  whether  or  not 
you  can  pay  for  something.  And  that  can 
only  be  good  for  business. 

American  Express  reminds  you  it  takes 
a  lot  of  shopping  to  make  a  house  a  home. 
Gordon  would  like  to  remind  you  they're 
open  tonight. 

Gordon  Segal 
Co-Founder,  Crate  &  Barrel 


Ever  wonder  how  magicians  puil  off  some  of  their  tricks? 
One  way  to  find  out  is  to  collect  the  stuff  they  use. 


Houdini's 
casket 


By  Lisa  G  ubernick 

Kenneth  Kiosteraian,  owner  of 
one  of  the  largest  collections  of  magic 
tricks  in  the  world,  loves  to  dazzle 
visitors  with  a  magical  mystery'  tour 
when  they  visit  him  at  his  235-acre 
estate  just  outside  C^incinnati. 

The  60-year-old  chairman  of  Klos- 
terman  Baking  Co.  begins  the  tour 
with  entry  into  a  wooden  elevator 
that,  Klosterman  insists,  descends  an 
abandoned  mine  shaft  under  his 
home  to  his  personal  museum  of  mag- 


ic far  beneath  the  surface.  When  the 
whirring  elevator  motor  finally  stops, 
the  door  opens  to  reveal  a  vault  door 
like  those  found  in  banks. 

Klosterman  then  twists  dials  and 
the  massive  door  swings  open  to  re- 
veal a  small  theater.  But  is  it  really  far 
underground?  Or  is  the  elevator  ride 
just  an  illusion.^  Klosterman  won't 
say,  but  directs  you  to  the  theater 
itself,  crammed  with  magical  memo- 
rabilia used  to  create  even  more  star- 


LEFT:  Magical 
miscellanea 
attributed  to  the 
great  illusionist 
Houdini 
BELOW:  Owner 
Kenneth  Klosterman 
inspecting  decks  of 
marked  cards 


tling  illusions. 

Center  stage  is  a  6-foot-long  rec 
angular  box  used  by  the  famous  Maij 
drake,  resting  on  two  savvhorses.  Atr: 
it  is  a  jagged  toothed  blade  that  Ho\| 
arti  Thurston  used  to  saw  a  woman 
half  in  his  "Wonder  Show  of  tH 
Universe." 

''How  does  the  trick  work?" 
intrigued  visitor  asks.  "I  couldn't  po 
sibly  tell  you  that,"  says  Klostermaj 
"•That  would  be  violating  the  mag 
cians'  code." 

If  it  sounds  like  Klosterman  is 
closet  magician  himself,  you  guessc 
right.  He  spent  a  few  years  as  a  profei 
sional  illusionist  in  the  early  1950 
but  by  his  mid-20s  he  had  three  chi 
dren  to  feed  and  had  to  abandon  th. 
career  for  the  family  baking  busines 
The  magic  bug  lay  dormant  for  ai 
other  decade  or  so  until,  on  a  businc: 
trip  to  Chicago,  he  was  lured  into 
small  magic  store  and  met  a  group  t 
magic  collectors.  "How,"  he  aske 
the  assembly,  "could  he  get  started? 

"Buy  everything  you  can,"  Robei 
Lund,  now  the  curator  of  the  Amer; 
can  Museum  of  Magic,  told  him. 

But  Klosterman  decided  to  focii 
on  apparatus  used  by  the  greats.  " 
primarily  collect  pieces  with  histories 
importance,"  he  says.  Which  by  no' 
adds  up  to  nearly  6,000  difterent  ilk 
sions  and  tricks,  ranging  from  decks  i 
marked  cards  to  his  most  expensi\' 
piece,  the  $10,000  "Flight  of  Time, 
the  only  illusion  both  invented  an 
performed  by  Houdini  himself  Th 
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:k,  which  like  most  ot  Klosterman''s 
lection  is  situated  in  his  museum, 
isists  of  five  clocks.  The  magician 
uld  pitch  the  timepieces  across  the 
)m  and  then,  presto,  they  would 
)ear  moments  later  hanging  fi-om 
tins  attached  to  a  wooden  fi-ame 
ne  dozen  feet  away. 
Vmong  his  prized  possessions  is 
)udini''s  "crystal  coin  casket,"  a 
all  glass  and  metal  box  for  which  he 
d  $2,500  in  1974.  It  was  created 
the  famed  French  illusionist  Jean 
gene  Robert- Houdin,  and  soki  to 
)udini,  who  used  it  in  his  show.  The 
:k  worked  like  this:  Houdini  would 
for  coins  from  the  auciience  and  do 
ain  trick,  substituting  his  own  set 
coins  for  the  originals.  Mean- 
ile,  he  would  hand  off  the  collect- 
coins  to  an  assistant,  who  inserted 
m  in  small  metal  traps  inside  the 
ss  box. 

slext  Houdini  would  bring  out  the 
{,  apparently  empt)',  hung  from 
bons  from  the  top  of  the  stage.  A 
'  grand  gestures,  then  poof,  the 
lience's  coins  would  appear  inside, 
e  magic  in  this  case:  electricity, 
tal  wires  were  concealed  in  the 
bon,  and  at  Houdini's  command 
assistant  switched  on  the  power, 
ising  the  metal  traps  within  the  box 
spring  open  and  release  the  coins, 
rhe  ragtag  fraternity'  of  magic  col- 
tors  dates  back  to  one  Louis  Lavas- 
,  a  Cincinnati  concert  pianist  born 
L846.  By  the  early  part  of  the  20th 
itury  he  had  acquired  some  2,000 
ces  of  magical  apparatus.  In  1942 
collection  was  acquired  by  John 
Manus,  the  onetime  president  of 
lls-Royce  America.   The  crystal 


coin  casket  originally  came  from 
McManus'  collection.  He  is  thought 
to  have  acquired  it  from  Hardeen, 
Houdini's  brother. 

McManus,  along  with  Charles  Lar- 
son, another  big  magic  collector  of  his 
time,  eventually  donated  his  entire 
collection  to  llingling  Bros.-Barnum 
and  Bailey  Circus,  which  promised  to 
provide  a  museum  for  the  material. 
But  it  was  neglected  and  ended  up  in  a 
warehouse  in  Florida.  Throughout 
the  1970s  the  collection  was  sold 
piecemeal  in  New  York,  w  here  Klos- 
terman  got  his  ciystal  coin  casket. 

While  eveiyone  is  prett)'  certain 
Houdini  really  did  use  the  crystal  coin 
casket,  that  isn't  true  for  much  of  the 
other  apparatus  around.  "When  you 
say  this  piece  was  used  by  so  and  so, 
it's  tough  to  be  100%  sure,"  says  Dr. 
Robert  Albo,  an  Oakland,  Calif  sur- 
geon and  another  collector  of  magi- 
cal apparatus.  "We  know  that  Har- 
deen hacJ  a  big  cellar  full  of  magic 
stuff,  and  anytime  he  needed  money 
he'd  pul!  something  out  and  tell  the 
buyer  it  belonged  to  his  brother 
Houdini." 

Albo,  61 ,  concentrates  on  the  man- 
ufacturers of  magic  apparatus.  His 
ver)'  first  piece,  bought  for  $25  when 
he  was  10,  is  a  vermilion  "flip-over" 
box — a  small  pocket  on  one  flap  con- 
ceals a  rabbit,  bird,  etc.  It  was  made  by 
Okito,  the  stage  name  of  Theodore 
Bamberg,  a  Dutch  magician  who 
went  deaf  as  a  young  man,  then  adopt- 
ed the  persona  of  a  Japanese  magician 
who  could  speak  no  English.  That 
enabled  him  to  do  his  show  in  silence. 
Okito  made  his  own  illusions  and  also 
sold  them  to  other  magicians. 


Albo  now  has  at  least  one  example 
of  every  illusion  Okito  ever  made, 
including  the  "tea  canister  mystery," 
"checker  cabinet"  and  "Gobi  bowl," 
in  which  all  manner  of  objects  "van- 
ish" and  are  "produced." 

Albo  figures  the  "floating  ball,"  a 
glistening  gold  papier-mache  globe 
that  wouki  appear  to  float  through 
space  responding  to  Okito's  com- 
mands, is  among  his  most  valuable 
finds.  He  bought  it  from  the  estate  of 
Fu  Manchu,  Bamberg's  magician  son, 
for  $1,500  about  three  years  ago. 

Like  most  magical  apparatus,  it's 
probably  worth  somewhat  more  to- 
day. For  example,  Albo  figures  there 
are  probably  30  surviving  flip-over 
boxes  made  by  Okito.  Ten  years  ago 
one  might  have  cost  $150  to  $200; 
today  one  would  fetch  $400  to  $500. 
But  the  market  is  too  thin  to  predict 
with  accuracy. 

However,  there's  a  big  new  factor 
in  the  magic  market:  David  Copper- 
field  (see  p.  88).  The  biggest  name  in 
magic  made  his  first  significant  acqui- 
sition about  two  years  ago,  when  he 
paid  about  $2.3  million  to  the  Reso- 
lution Trust  Corp.  for  the  Mulhol- 
land  Library  of  Conjuring  and  the 
Allied  Arts.  The  collection  wound  up 
with  the  RTC  after  its  owner,  the  First 
Network  Savings  in  Los  Angeles,  went 
banlcrupt.  So  Copperfield  now  owns 
one  of  the  world's  biggest  collections 
of  magic  books  and  posters.  In  De- 
cember Copperfield  will  be  acquiring 
Albo's  collection  of  apparatus  at  a  total 
reported  cost  of  $2  million,  half  paid 
up  front  for  half  the  collection,  the 
other  half  due  upon  delivery  of  the 
second  half,  a  decade  from  now.  H 
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If  you're  facing  surgery  and  are  worried 
about  getting  tainted  blood  from  transfusions, 
here's  what  you  can  do  to  protect  yourself. 

Blood  stirategies 


By  Kate  Bohner 

Within  the  genre  of  medical  horror 
stories,  few  are  worse  than  Joleen 
Ottosen's.  Her  mother,  father  and 
cousin  all  contracted  AIDS  in  the  last 
ten  years — after  getting  transfusions 
of  contaminated  blood  from  local 
blood  banks  in  Utah  and  Colorado. 

Of  course,  Ottosen,  59,  is  suing  the 
blood  banks  and  the  local  hospital  in 
Salt  Lake  City,  and  has  written  a  book 
about  her  experience  called  Tlie  Blood 
Conspiracy. 

What  does  the  American  Red 
Cross,  which  collects  half  of  the  na- 
tion's 12  million  1-pint  units  of  do- 
nated blood,  say  about  the  safety  is- 
sue? "The  blood  supply  is  safer  than 
it's  ever  been,"  insists  spokeswoman 
Margaret  McCarthy.  The  organiza- 
tion says  it  screens  all  cionors  with 
questionnaires  that  should  tlag  poten- 
tial problems,  and  that  new,  more 
sensitive  tests  for  Hiv  and  hepatitis 
eliminate  virtuallv  all  risk. 

But  the  tests,  which  are  done  im- 
mediately after  donation,  can't  catch 
everything.  The  reason.^  What  physi- 
cians call  the  "serological  window." 
That  is  the  time  between  contact  with 
a  virus  such  as  Hiv  and  when  it  tests 
positive  in  your  blood.  That  window 
is  usually  less  than  three  months  but 
can  extend  up  to  six,  according  to  the 
Centers  for  Disease  Control  &  Pre- 
vention in  Atlanta. 

Consider  that  each  year  about 
54,000  Ajiiericans  contract  hepatitis, 
and  as  many  as  450  get  the  Hiv  virus, 
which  causes  AIDS,  as  a  result  of  con- 
taminated transfusions.  Since  about  4 
million  Americans  have  blood  trans- 
fiisions  each  year,  the  odds  of  con- 
tracting hepatitis  are  1  in  74,  accord- 
ing to  the  Dingell  Commission  report 
in  1991.  The  odds  of  contracting  the 
HIV  virus,  1  in  8,900. 

Comforting,  but  not  very  comfort- 
ing. Each  pint  of  donated  blood  is 


separated  into  at  least  three  compo- 
nent parts — red  blood  cells,  plasma 
and  platelets,  the  clotting  agent  in 
blood.  That  means  if  the  pint  of  blood 
is  contaminated,  as  many  as  three 
recipients  could  be  infected. 

The  best  way  to  play  it  safe  is  to  use 
yoin-  own  blood  for  a  transfusion. 
Your  own  blood  can  easily  be  stored 
and  frozen  to  be  used  for  elective  or 
even  emergency  surgery,  but  it 
doesn't  come  cheap.  For  $12  a 
month,  Idant  Laboratories,  a  division 
of  Daxor  Corp.  in  New  York  City,  will 
store  your  red  blood  cells.  To  store 
plasma  it  will  cost  you  an  extra  $8. 
"The  safest  blood  is  clearly  your  own 
blood,"  says  Daxor's  president.  Dr. 
Joseph  Feldschuh,  who  started  the 
for-profit  company's  blood  bank  in 
1985.  If  you  need  your  blood  in  an 
emergency,  Feldschuh  will  try  to  send 
it  within  hours,  for  a  processing  fee  of 


$65  plus  transportation  costs. 

What  if  you  need  surger\'  fast  ar 
haven't  stored  your  own  blood.'  Aj 
other  option  is  what's  known  as  bloc 
recycling.  Several  companies — ii 
eluding  $216  million  (fiscal  19^ 
sales)  Braintree,  Mass. -based  Ha- 
monetics  Inc. — make  $25,000  m 
chines  that  clean  and  pump  back  inl 
you  blood  that  is  normally  suctione 
oft'  and  discarded  during  operation 
More  and  more  hospitals  are  usir 
these  devices  for  significant  blooc 
loss  situations  and  elective  surger}', ; 
well  as  for  emergency  work.  Yod 
surgeon  should  know  which  loc 
hospitals  have  this  technolog}'. 

A  third  alternati\'e  is  requesting  so 
called  directed  blood — that  is,  bloc 
donated  from  a  specified  relative  c 
friend.  Just  hope  the  donor  doesn 
have  any  diseases  he  doesn't  kno' 
about  or  isn't  telling  vou  about.  ■ 
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METLIFE  WEALTWCARE: 

PON'T  MAVE  TO  6E  diG 
TO  BENEFIT  FROM  IT. 


MetLife  Managed  HealthCare  programs  are  working  for  thousands  of 
small-to-medium  sized  businesses.  Our  networks  of  participating  doctors 
and  hospitals  are  helping  not  only  some  of  the  biggest  corporations  in 
America,  but  businesses  with  a  thousand,  250  or  even  fewer  workers. 
If  you're  looking  for  some  new  ideas  for  affordable,  high-quality  health  care 
coverage,  call  MetLife  at  1-800-248-2821. 


SET  MET.  IT  pays: 

C;^  MetLife^ 


)  1993  Metropolitan  Life  Insurance  Co ,  NY  NY 


Lucy:  ©  1952  United  Feature  Syndicate,  Inc. 


EDITED  BY  JOHN  R.  HAYES 


Big  fish,  smaller  pond 

As  AN  ORDAINKD  Mctliodist  minister, 
Thomas  Cooper  was  frustrated  b)'  the 
church  bureaucracy.  So  he  left  the 
ministr\'  in  1962  to  join  a  bank  train- 
ing program.  "I  thought  I  might 
learn  something  that  could  help  me 
get  a  real  job,"  he  says. 

Cooper's  attitude  about  bureau- 
cracy made  him  a  good  banker.  As 
president  of  BankAmerica  in  San 
Francisco  and  later  chairman  of  Buffa- 
lo's Goldomc  Savings  Bank,  Cooper 
fired  thousands  of  employees,  cut 
back-office  costs  with  a  vengeance 
and  refocused  marketing  programs  to 
improve  earnings. 

Unfortunately,  he  didn't  keep 
those  jobs.  He  left  BankAmerica  in 
1987  when  A.W.  Clausen  was 
brought  back  as  chief  executive.  Aiid 
federal  regulators  decided  to  sell  Gol- 
dome  off  in  pieces  in  1991  despite  six 
consecutive  profitable  quarters  under 
Cooper's  management. 

Now  he's  back.  Having  raised  $  1 80 
million  from  the  Harvard  Manage- 
ment Co.,  Thomas  H.  Lee,  E.M. 
Warburg  Pincus  &  Co.  and  others. 
Cooper  bought  two  Miami  thrifts — 
Chase  Federal  Bank  and  Financial 
Federal  Savings  &  Loan — for  a  $  1 08 
million  cash  infusion  late  last  month. 
"I  really  like  bank  turnarounds,"  says 


Cooper,  55. 

Both  institutions  were  undercapi- 
talized victims  of  the  Eighties.  "These 
were  perfect  case  studies,"  says  Coo- 
per. Sc]ueczcd  by  interest  rates,  both 
tried  to  earn  their  way  out  of  trouble 
by  getting  into  real  estate 'develop- 
ment. When  real  estate  collapsed, 
they  tried  shrinking.  "It's  hard  to 
shrink  overhead  as  fast  as  revenues," 
says  Cooper. 

Cooper  wrote  off  about  $55  mil 
lion  in  problem  assets  and  merged  the 
thrifts  into  a  $1.8  billion  unit.  He 


ABOVE: 

Robert  Greenberg, 
founder 
of  Skechers 
"My  parental 
instincts 
turned  on.*' 


LEFT: 

Thomas  Cooper, 
chairman  of  Chase 
Federal  Bank 
Beware 
the  pink 
slip. 


plans  to  focus  on  mass  market  bar 
ing — mortgages,  checking  and  s 
ings  accounts,  ens  and  some  muti 
funds  and  annuities — but  no  co: 
mcrcial  lending  ov  private  bankiij 
"We're  just  retailers,"  he  says. 

Oh,  and  Cooper  will  also  cut  20% 
the  500-person  work  force,  all  oj 
from  the  senior  executive  ranks  a 
the  back-office  staff  The  bureaucrj 
thing  again. 

Fancy  footwork 

Robert  Greenberg  was  forced  c 
of  L.A.  Gear,  the  sneaker  company 
founded  in  1983,  on  a  Friday  aftq 
noon  early  last  year.  But  what  rea 
ticked  him  off  was  that  his  son  iV 
chael,  an  L.A.  Gear  sales  managi 
called  at  7:30  the  following  Mond 
morning  to  say  he'd  been  fired,  to 
Fumes  Greenberg,  S3,  in  his  thii 
Boston  accent:  "My  parental  instinc 
tiu'ned  on.  I  brought  up  my  kids 
work  with  me,  and  now  1  didn't  hax  i 
company." 

Greenberg,  a  beauty  school  grad 
ate,  had  owned  a  string  of  salons 
Boston,  selling  $50  wigs  for  $30 
"That  was  my  big  break,"  he  sa.} 
"learning  about  wholesaling." 
1978  he  moved  to  Los  Angeles  for  t 
weather  and  opened  a  roller-ska 
rental  shop.  Roller  skates  led  him  tc 
shoe  trade  show.  "1  saw  a  lot  of  peop 
who  weren't  working  too  hard  ai 
looked  wealthy.  And  I  decided  to 
into  it."  Producing  sales  of  $9( 
million,  L.A.  Gear's  sneakers  were 
hit,  as  was  the  stock — it  was  the  B 
Board's    best-performing  firm 

1989.  "No  one  [on  Wall  Street]  sel 
me  a  letter  that  said  congratulations 
he  says.  "It's  a  tough  game  out  there 

It  got  tougher.  When  Greenbei 
defaulted  on  a  bank  covenant 

1990,  the  stock  tanked.  Roy  Disney 
Trefoil  Capital  Investors  swoope 
down  and  picked  up  30%  of  the  con 
pany  for  $  1 00  million .  Greenberg  w 
out  on  the  street  three  months  later 

Today  Greenberg  is  back  in  bus 
ness.  He's  running  Skechers,  anothi 
shoe  company,  in  Manhattan  Bead 
Calif  Riding  another  hot  new  trem 
he  is  one  of  the  largest  distributors  « 
Dr.  Martens,  an  ugly  but  ver)'  popul; 
work  boot.  He  also  manufactures  se' 
eral  work  boot  lines  of  his  own. 

Greenberg  says  Skechers  took  i 


Forbes  ■  September  27,  199 


Before  you  buy  a  plain  paper  fax, 
take  a  look  at  our  shopping  list. 


'^anon's  reputation  for 
equality  has  always  put  our 
in  paper  fax  at  the  top  of  1 
ryone's  hst.  But  now  there's 
;  more  reason  to  make  the 
in  fax  your  #1  choice:  Value. 

If  you  buy  any  Canon  Laser 
iss™  700  Series  FAX  from 
itember  1-November  30, 1993 
ticipating  Canon  authorized 
tiers  will  throw  in  a  special 
:kage  with  the  extras  you  want 
st:  More  memory,  more  service 
i  computer  connectivity. 

All  that,  plus  Canon's  built-in 
/antages.  Exclusive  image  pro- 
sing and  laser  printing  technology 


•'^Sler  economy, 
improved  op«a>  y^^j,j, 

.  eeone-yearmaintena^e 

wan:»>V(«"°?'  maintenance 


Official  Facsimile  ol 
WorldCup\jZm 
and  U.S.  National  Team 

dealer  pnces  may  vary  Canon  USA.  does  not  warrant  or  endorse  third  party  fax  software.  Memory  upgrade  not  available  on  FAX-L790 
uler  Interlace  not  available  on  FAX-L700/  L790  'Based  on  CCITT  »1  chart,  (tj  1993  Canon  U  S  A,,  Inc 


i 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second"''' 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridge 
that  allows  you  to  easily  replace 
ft  everything  that  can  wear  out  in 

the  printing  process. 
V        Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait?  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Canon 
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I  Night  club  owner 
I  Peter  Gatien 

"It's  like 

putting  on 

a  Broadway 

show 

every  night." 


BELOW: 

Rowan  Cos. 
Ctiairman 
Bob  Palmer 
He'd  like  to  hang 
some  more  heads 
on  the  wall. 


$30  million  in  revenues  in  the  past  12 
months,  netting  10%.  And  having  just 
signed  on  to  do  shoes  for  Cross  Col 
ours  and  Karl  Kani,  he  expects  $100 
million  in  sales  for  1994.  Best  of  all, 
three  of  his  six  kids  are  on  the  payroll. 
"1  have  the  best  employees,"  he  says. 

-Nancy  Rotenier 


King  of  the  night 

Peter  Gatien  knows  how  to  pick  the 
pockets  of  the  trendy  youth  market. 
The  year  he  graduated  from  high 
school,  1970,  the  Cornwall,  Ont. 
school  board  lifted  a  ban  on  blue 
jeans.  Using  a  $17,000  settlement  he 
got  from  a  hockey  injury  that  left  him 
with  one  eye,  Gatien  opened  up  a 
store  near  the  school,  peddling  Levi's 
at  a  nice  markup. 

But  that  was  just  a  stepping  stone 
to  escaping  Cornwall.  Gatien  sold 
the  store  a  year  later  to  buy  a  local 
rock  'n'  roll  bar.  Over  the  next  six 
years  he  traded  up  again  and  again  to 
better  clubs  in  bigger  cities.  In  1982 
Gatien  opened  his  first  New  York 
City  club,  LimeLight,  in  an  aban- 
doned church. 

Today  Gatien,  39,  hauls  in  $25 
million  a  year  from  four  New  York 
clubs,  including  LimeLight,  which 
still  packs  in  hundreds  of  strangely 
dressed  night  crawlers  every  night. 
Dour  and  gaunt,  Gatien  takes  his 
business  very  seriously.  "Club  owners 


who  arc  in  it  for  the  part\'  lifest)'le 
fail,"  he  says.  "After  a  couple  of 
months  of  partying  they  wake  up  to 
find  that  they  have  nothing  left." 

But  now  he's  got  a  problem.  New 
York  is  saturated,  and  Gatien  knows 
from  experience  that  it's  hard  to  run 
an  all-cash  nightclub  from  out  of 
town.  If  you  can't  visit  and  count 
heads  cver\'  night,  you  can't  know 
whether  your  customers  are  having  a 
good  time  or  whether  employees  are 
stealing  from  you. 

So  he's  diversif\'ing.  He's  got  a 
magazine.  Project  X,  aimed  at  club 
goers,  and  a  record  label.  Vortex,  that 
distributes  music  of  groups  that  do 
well  in  his  clubs.  And  he  is  executive 


producer  of  Robert  De  Niro's  n(j 
movie,  A  Bronx  Tale,  to  be  release 
this  fall.  j 
"It  used  to  be  hang  a  mirrored  baj 
paint  a  room  black,  play  Top  40  muj 
and  your  club  would  work,"  sa 
Gatien.  "Now  it's  like  putting  onj 
Broadway  show  every  night." 

-Paulo  GALARi 

Survivor 

C.R.  (Bob)  Palmer  got  his  first  tas; 
of  the  oil  drilling  business  40  yea 
ago  while  working  on  a  Louisiana  r 
during  a  summer  off  from  Southci 
Methodist  University'.  A  fello 
roughneck  didn't  care  much  for  cc 
lege  students  and  took  to  shouting  to 
"weevil,"  "worm"  or  "schoolbov 
when  he  wanted  Palmer's  attentio; 
"You're  not  smart  enough  or  toiiu 
enough  to  make  me  quit,"  Palnii 
remembers  telling  him  one  day.  "An 
then  he  knocked  me  on  my  ass." 

Now  58,  Palmer  has  taken  picni 
more  lumps  since  then.  Chairma 
since  1972  of  Rowan  Cos.,  a  $25 
million  (sales)  drilling  rig  operator,  h 
cnerbuilt  during  the  oil  boom,  pu 
ting  his  company  in  the  red  for  sevd 
of  the  last  ten  years.  But  unlike  moi 
of  his  peers.  Palmer  managed  to  kee 
his  company  out  of  bankruptc\'  cour 

Now  he  may  be  poised  for  a  re 
bound.  Analysts  are  predicting  th; 
Rowan  will  show  positive  earning 
next  year.  The  reason?  Palmer  h; 
kept  up  a  strong  presence  in  the  Gu| 
of  Mexico,  where  higher  natural  gi 
prices  are  fi-ieling  new  drilling.  Th 
$27,000  day  rate  for  one  of  Rowan 
rigs  in  the  Gulf  is  twice  last  year's  leve 
though  still  only  half  the  rate  in  1981 

But  there's  a  catch:  Most  new  dril 
ing  is  being  done  by  cash-strappc 
independent  oil  companies.  To  gc 
the  business.  Rowan  is  bearing  th 
cost  of  drilling  upfront  and  gettin 
paid  out  of  the  profits  of  the  well.  | 

In  his  Houston  oftice.  Palmer  sill 
among  the  heads  of  dozens  of  animal 
he  shot  on  extravagant  hunting  trip 
he  made  during  the  oil  boom.  "Thos 
days  were  the  golden  age  of  Rowan,' 
he  says.  "Inflation,  high  interest  rate? 
tax-and-spend  policies  in  Washing 
ton."  Then  he  adds  with  anticipation 
"I  really  believe  we  may  be  seein; 
the  begining  of  a  10-to- 12-year  u| 
cvcle."  -Christopher  Palmeri  ■ 
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Actually^  we  re  a  bit  of  both. 


Our  roots  are  in  telephone  operations,  whicli  give  us  solid  revenues  and  financial  stability.  At  the  same  time,  our 
xpansion  into  high  growlh  fields  such  as  cellular  and  information  services  has  reallv  helped  us  take  of^. 

The  results:  Forbes  500  ranking.  A  five-vear  total  aimual  return  of  25%.  And  32  consecutive  years  of  amnial 
ividend  hicreases. 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  ()()l-oOQ9. 

CORPORATION 


ALLTEL  TelepJioiiP  •  ALLTKL  Mol)ilf  •  Systematics  •  Cniiiputcr  Power.  Inc.  •  ALLTEL  Supply  •  H\\  C 


You  can 't  work  any  harder, 
but  maybe  your  assets  can. 

■'     ■  /.V 
.  .                  S   '  ■  ■ 

\  "J 

1 
1 

work  as  hard  as  you  possibly  can.  Maybe  even  too 
hard  to  properly  manage  your  assets. 

At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximize 
returns.  What's  more,  we  create  highly  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 


US 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK    STAMFORD    PRINCETON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    PORTLAND   GRAND  CAYMAN 


BY  ERIC  S.  HARDY  ~~      ~~~  "TTI 


rakes  nen'es  of  steel  to  remain 
lish  these  days.  Just  take  a  look  at 
numbers  at  right.  Stocks  are  trad- 
at  25  times  trailing  earnings,  far 
'ive  the  norm  for  most  of  this  cen- 
I.  And  they  are  trading  at  42  times 
cash  dividends  you  can  get  out  of 
m,  about  double  the  norm.  Not 
Drisingly,  plenty  of  commentators 
hinting  that  a  correction  is  nigh, 
■adder,  Peabody  chief  market  ana- 
Dennis  Jarrett  is  one  of  those  bold 
Is.  He  takes  solace  in  the  very 
simism  of  other  im  estors.  "The 
rst  time  to  own  stocks  is  when 
rybody  is  saying  the  market  is  go- 
higher,  and  there  aren't  too  many 
)ple  saying  that  now,"  says  Jarrett. 
dost  of  Jarrett's  recommended 
:ks  are  in  smallish  companies, 
long  his  favorites  over  the  next  two 
nths  are  drugmaker  Mylan  Labs 
I  soft  drink  company  A&w  Brands, 
h  off  considerably  from  their  highs 
I  both  at  below-market  p/es. 


special  focus 


Jk  about  trading  on  hopes;  These  issues 
ve  the  dubious  distinction  of  being  priced 
200  or  more  times  1994  consensus  earn- 
5$  forecasts.  And  analysts,  don't  forget, 
:  habitually  overoptimistic.  but  one  of 
:se  stocks,  Thermo  Cardiosystems,  is  ex- 
cted  to  lose  money  in  1993,  according  to 
:  Institutional  Brokers  Estimate  System. 

Expensive  today  and  tomorrow 


The  overall  markef 

1994 

Stock 

est 

Company 

price 

EPS 

Amax  Gold 

$0.01 

Children's  Broadcasting 

61/4 

0.03 

Evergreen  Media 

221/4 

0.03 

Lifecore  Biomedical 

5% 

0.03 

Maxus  Energy 

8 1/2 

0.04 

MGI  Pharma 

15 

0.01 

Software  Publishing 

7V8 

0.03 

Thermo  Cardiosystems 

28% 

0.07 

Time  Warner 

411/4 

0.05 

Vtel 

9 

0.02 
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2200 
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The  Barra  All-US  price  index  as  of  9/2/33 

Market  value:  $4,881.4  billion 
P/E:  25.2 

P/E  minus  negative  EPS:  17.3 
Price/book:  2.8 
Yield:  2.4% 


12-month  closeup 

■Barta  index 

^  200'ilay  moving  average 
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Closeup  on  the  market  1 

Index  or  investment 

2-week  change 

%  change  from 
1  year  ago      5-year  high 

Barra  All-US  Index 

1.5%  ■B 

13.5%  -0.2% 

S&P/Barra  Grovrth  index' 

0.5  ■ 

4.4 

-3.2 

S&P/Barra  Value  Index  ^ 

■■■ 

22.0 

-0.5 

Dow  Jones  Industrials 

0.4  i 

10.1 

-0.7 

S&P  500 

10.4 

-0.5 

NYSE 

11.3 

-0.3 

Nasdaq 

30.2 

0.0 

Amex 

n  ■■■■ 

19.8 

0.0 

EAFE^ 

-0.8  ■ 

22.0 

-6.0 

CRB  futures  index 

0.8  ■ 

6.5 

-20.8 

GoldMComex  spot) 

■■■ 

6.7 

-27.6 

YenMper  $US) 

0.0 

-14.6 

-35.5 

DIP  (W  Texas  Intermediate) 

-17.3 

-56.4  1 

The  best  and  worst  performing  stocks'  1 

Best 

Price 

2-week  1393 

change       EPS'  Worst 

Price 

2-week  1993 
change  EPS' 

Western  Waste  Inds 

20 

100%    $0.66     Salem  Sportsware 

61/4 

-32%  $0.40 

SPI  Holdings 

141/2 

66           NA     National  Medical  Entpr 

7^/8 

-31  1.19 

Peoples  Bancorp 

48 

51         3.20  WorldCorp 

33/4 

-29  -0.16 

Sodak  Gaming 

31  1/4 

37           NA  Tandycrafts 

133/8 

-25  NA 

American  Colloid 

261/2 

37        0.71  DoskocllCos 

101/2 

-24  1,03 

The  best  and  worst  performing  industry  factors'" 

Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since  1 
12/31/92  1 

Telecommunications 

7.7% 

24.3% 

Tobacco 

-6.2% 

-47.6%  1 

Pollution  control 

7.3 

-15.9 

Containers 

-5.0 

-10.9  1 

Broadcasting  &  publishing 

5.4 

28.7 

Misc  mining,  metals 

-3.9 

-11.1  1 

Leisure,  luxury 

5.2 

8.9 

Aluminum 

-3.5 

-2,7  1 

Thrifts 

4.7 

6.1 

Railroads 

-3.4 

16,2  1 

Source:  Institutional  Brokers  Estimate  System. 

Data  for  period  ending  9/2/93,  Tlie  Barra  All-US  index  consists  of  all  publicly  traded  common  U,S,  stocks  for  v^hich  price  quotations  are  available  and  ordinary  stiares  of  foreign  stocks  trading  on  U,S, 
ts,  ADRs.  REITs  and  closed-end  funds  are  excluded,  '  Total  return  of  a  portfolio  of  more  tfian  150  large-capital ization  stocks  tfiat  tias  high  historical  earnings  growth  and  has  predicted  above-average 
gs  growth,  ^  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  ^A  dollar-denominated  capitalization-weighted 
of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East,  Source:  Morgan  Stanley  Capital  International  Perspective,  '  Index  of  21  commodity  futures,  'Source:  Knight-Ridder 
;ial  Information,  ^During  the  last  two  weeks,  'Estimate,  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  "Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
iny  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups,  NA:  Not  available.  Principal  source:  Barra,  Inc,  Berkeley,  Calif, 
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CRB  spot  indexes 


All  commodities' 


1990 


1991 


1992 


1993 


1990 


1991 


1992 


1993 


For  the  sleepy  inflation  of  tlie  past  several  years  you  can 
hand  a  lot  of  thanks  to  energy  prices.  Indeed,  relative  to 
consumer  prices  in  general,  oil  is  about  as  cheap  as  it  was  in 
1976.  But  benefits  to  the  consumer  from  the  recent 
moderation  in  oil  prices  are  likely  to  end  soon.  First  is  the 
4.3-cent-a-gallon  increase  in  the  federal  gasoline  tax  com- 
ing in  October.  For  the  longer  term,  environmental 
regulations  will  add  to  energy  prices.  An  advisor)'  panel  to 
the  U.S.  Department  of  Energy  estimates  that  by  2010  it 
will  cost  18  to  27  cents  more  per  gallon  to  refine  gasoline. 
The  same  panel  predicts  that  refineries  will  spend  $37 
billion  during  the  1990s  to  comply  with  the  Clean  Air  Act. 
Further  pressure  on  the  price  index  will  come  from  the 
decline  in  U.S.  refining  capacity.  During  the  1980s,  120  of 


320  U.S.  refineries  closed,  mostly  for  environment 
reasons,  according  to  the  American  Petroleum  Institute 
Oil  prices  aside,  commodity'  prices  enjoyed  somethin 
of  a  rally  in  the  third  quarter.  The  Commodity'  Researc 
Bureau  Futures  Index  of  2 1  basic  foods  and  materials  is  u 
4%  during  the  past  three  months.  After  hitting  a  low 
early  June,  the  cash  index  of  current  prices  climbed  6%. 
will  take  more  than  this,  perhaps,  to  reignite  serioii 
inflation;  senior  fiatures  strategist  William  O'Neill  c 
Merrill  Lynch  describes  the  commodit\'  market's  behavid 
as  "more  like  the  end  of  a  bear  market  than  the  beginnin 
of  a  bull  market."  Still,  the  recent  trend  is  ominous  fc 
people  who  have  bought  30-year  Treasury  bonds  thinkinj 
that  inflation  is  dead. 


Commodity  spotlight 


Corn'($  per  bushel) 
2.65 
2.55 

2.35 
2.25 


Cash  and  futures  prices 


8/92 


12/92 


4/93 


8/93 


Spot  indexes 

Futures  indexes 

Index' 

Value 

3-mo  change 

Index' 

Value 

3-mo  change 

All  commodities 

236.10 

1% 

CRB  index 

217.19 

4% 

Raw  industrials 

254.84 

-1 

Precious  metals 

257.03 

0 

Metals 

225.40 

-3 

Industrials 

235.45 

1 

Textiles 

204.34 

1 

Grains 

194.26 

5 

Foodstuffs 

211.29 

4 

Livestock  &  meat 

205.08 

9 

Spot  commodity  prices 


Futures  prices 


Flooding  in  the  Midwest  initially 
caused  sharp  increases  in  most  grain 
prices (^yf^  above) ^  including  Decem- 
ber corn  futures.  But  corn  prices  set- 
tled down  to  reasonable  levels  once 
the  U.S.  Department  of  Agriculture 
determined  that  corn  production,  de- 
spite heavy  damage  in  a  few  parts  of 
the  country  ,  would  still  amount  to  an 
adequate  7.4  billion  bushels. 

Note:  All  prices  as  of  8/31/93.  'Composed  of  13  commodities.  'Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  '  Gold,  platinum  and  silver.  "Composed  of  2 
commodities.  ^December  1993  contract.  "Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Financial  Publisfiing. 


Index 

Price 

3-mo  change 

Index 

Price 

3-mo  change 

Steel  scrap  (short  ton) 

$112.50 

6% 

Oct  platinum  (troy  oz) 

$383.90 

-4% 

Copper  scrap  (pound) 

0.69 

5 

Oec'crude  oil  (barrel) 

18.74 

-8 

Print  cloth  (sq  yard) 

0.70 

9 

Dec  copper  (pound) 

0.86 

6 

Corn  (bushel) 

2.21 

2 

Dec  cotton  (pound) 

0.57 

-3 

Soybean  oil  (pound) 

0.24 

11 

Dec  Chi  wheat  (bushel) 

3.16 

9 
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your  manager  panic  in  the  next  killer  bear  market?  Maybe  you'd  be 
better  off  with  a  survivor  of  the  last  one,  like  Julian  Lerner  of  Al  M  Charter. 


Slow  Lerner 


By  Mary  Beth  Grover 

The  bull  market  in  U.S.  stocks  is  1 1 
years  old,  so  the  typical  portfolio  man- 
ager, at  age  42  and  with  less  than  five 
years'  tenure  in  the  job,  has  never  seen 
a  deep  and  broad  bear  market.  Ask  a 
whiz  kid  fund  manager  if  he  can  sur- 
vive a  drastic  downturn,  and  he  will 
murmur  something  about  having 
20%  of  assets  in  cash  or  a  big  stake  in 
"defensive"  stocks. 

But  when  push  comes  to  shove, 
there's  no  substitute  for  experience. 
Ask  Julian  Lerner,  68,  who  has  run 
$1.6  billion  AIM  Charter  Fund  (load, 
5.5%)  since  its  inception  in  1968. 
That  makes  him  one  of  the  longest- 
tenured  fund  managers  in  the  busi- 
ness. He  also  is  one  of  the  best.  Over 
the  last  20  years  Lerner  has  returned 


an  average  of  16.2%  per  year,  which 
puts  him  4  points  ahead  of  the  Stan- 
dard &  Poor's  500  stock  index. 

His  secret.^  "1  learned  how  not  to 
go  down,"  he  says.  Forbes  gives  aim 
Charter  a  sluggish  C  in  up  markets 
but  a  solid  B  in  down  markets.  There's 
a  lesson  here  for  investors,  a  lesson  few 
will  heed:  Preserving  capital  in  bear 
markets  is  more  important  in  the  long 
run  than  is  shining  during  bull  mar- 
kets. With  just  one  qualification:  The 
manager  must  do  at  least  reasonably 
well  in  bull  markets. 

Lerner  qualifies.  In  1987,  the  clos- 
est thing  to  a  bear  market  most  whip- 
persnapper  fund  managers  have  seen, 
Lerner  gained  10.4% — twice  the  re- 
turn of  the  S&P  500  and  five  times  that 


AIM  Charter  Fund  manager  Julian  Lerner 

"Until  you  get  shot  at,"  he  warns,  "you  won't  know  how  bad  it  is." 


of  the  typical  growth  and  incom 
fiand.  Again,  in  1990,  when  the  s& 
500  sank  3.1%  and  the  averaj^ 
growth  and  income  fund  lost  4.5" 
Lerner  gained  8.2%. 

For  Lerner,  that  precipitate  plung 
in  1987  was  not  nearlv  so  bad  as  tli 
dismal  1970s.  "When  I  think  of  ba 
things  I  start  to  stutter,"  he  sa)' 
"When  I  think  of  '73  and  '74  1  ca 
hardly  talk."  That  brutal  mark< 
knocked  the  wind  out  of  him.  Aft< 
36%-plus  gains  in  each  of  the  tw 
previous  years,  aim  Charter  fell  1 3%  i 
1973  and  27%  more  in  1974. 

At  first,  Lerner  refused  to  let  gc 
Like  a  baby  to  his  blanket,  he  clung  t 
such  glamour  stocks  as  Bausch  I 
Lomb  and  Syntex  as  they  fell  at  leai 
50%.  He  pestered  company  treasure) 
so  much  that  they  stopped  taking  h 
calls.  And  still  the  market  continue 
on  its  suicidal  course.  "It  wasn't 
question  of  coming  to  the  oftice  an 
asking  if  the  stock  market  would  b 
down,"  recalls  Lerner.  "It  was  ho' 
much  it  would  be  down." 

Finally,  after  1974,  the  pain  was  to 
great.  "That's  when  1  learned  how  t 
sell,"  he  says.  His  rule:  Dump  a  stoc 
when  its  price  drops  more  than  20%  c 
when  it  falls  short  of  Wall  Street 
earnings  expectations.  He's  had  ju: 
one  down  year,  1984,  since. 

Lerner  remains  fixated  on  gettirt 
out  of  a  spent  stock,  even  if  it  mear 
leaving  money  on  the  table.  Don 
forget  the  math:  If  you  ride  a  stoc 
down  from  20  to  10,  you'\'e  got  a  50' 
loss,  and  then  you  need  a  1 00%  gain  t 
get  back  to  break-even.  "I  don't  avei 
age  down,"  he  says.  | 

Lerner's  advice  for  young  fijii) 
managers  on  how  to  deal  with  th 
inevitable  nasty  bear  market.'  "It's  lik 
training  for  war,"  he  warns.  "Unt 
you  get  shot  at,  you  won't  know  ho' 
bad  it  is."  Still,  he  offers  this  wisdorr 
"Don't  think  you're  smarter  than  th 
market."  He  learned  that  after  pul 
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TEMPLETON  SlVlALLER 
COMPANIES  GROWTH  FUND 


How  SmaDer  Companies 
Can  Be  A  Big  Asset 


The  Templeton  Smaller  Companies  Growth  Fund 
seeks  long  term  capital  growth  by  investing  primar- 
ily in  common  stocks  issued  by  emerging  growth 
companies  located  in  various  nations  throughout 
the  world. 


$50,964 

Total  value  of 
investment  6/^f)AJ^ 


Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($7,993). 

Value  of  shares  initially  acquired 
($14,280)  plus  shares  accepted 
as  capital  gains  distributions 
($28,691). 


$10,000 

Cost  of  Investment 

6/1/81 


$50,000 


$40,000 


$30,000 


$20,000 


$10,000 


12/81 


Call  your  investment  advisor  or 
Templeton  today. 

1-800-342-FUND 
Ext.  9363 

The  I-,  5-  and  10-year  average  annual  total  returns  were  4.4%. 

10  and  11.0%  ,  respectively.  Returns  for  the  period  ended 
(>l'iOI9'i  include  the  maximum  5.75%  sales  charge  and  assume  rein- 
vestment of  dividends  and  capital  gains  at  net  asset  value.  Investment 
return  and  principal  value  will  fluctuate  so  that  your  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Past 
performance  cannot  guarantee  future  results.  Prior  to  July  1,  1992, 
fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total 
return  would  have  been  somewhat  less  than  noted  above.  There  are 
special  risk  considerations  associated  with  foreign  investing. 


Franklin/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing 
more  complete  information  on  the  Templeton 
Smaller  Companies  Growth  Fund,  including  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or  send  money. 


□  I  am  currently  a  Templeton  shareholder. 
Name  


FOB93 
9363 


Address - 


City/State/Zip- 


Ibmpleton 

M.  WORLDWIDE 

Member  $101  Billion  Franklin/Templeton  Group 


ting  some  80%  of  the  fund's  assets  in 
cash  in  1982,  figuring  inflation  would 
keep  roaring.  "Everyone  thought  the 
world  was  coming  to  an  end,"  he  says. 
Instead,  inflation  came  down — and 
the  S&P  ended  the  year  up  22%,  leav- 
ing Lerner  eating  6  points  of  dust. 
"That  cured  me  from  being  a  market 
forecaster,"  he  says.  He  now  limits 
cash  to  25%  of  assets;  lately  he  has 
been  at  11%. 

Some  investors  see  bargains  in  the 
recent  rout  of  brand -name  consumer 
products  stocks,  but  Lerner  is  staying 
away.  "1  have  a  feeling  most  are 
washed  out,"  he  says.  So  he  has  some 
15%  of  assets  in  firms  that  are  rapidly 
shrinking  their  payrolls,  like  American 
Express,  Sears  and  Eastman  Kodak. 
All  have  recently  reported  unexpect- 
edly high  earnings — Lerner's  main 
criterion  for  buying  a  stock.  He  pre- 
fers a  low  price/earnings  ratio,  but  he 
makes  no  pretense  of  being  an  ortho- 
dox value  investor;  at  18,  aim  Char- 
ter's average  price/earnings  ratio  is 
not  far  below  that  of  the  s&p. 

Lerner  does  a  lot  of  his  buying  and 
selling  on  intuition.  "What  I  do  is  a 
feel,"  he  says.  Lerner  thinks  there's 
more  steam  in  today's  bull  market  but 
is  worried  about  some  sectors.  He 
recently  unloaded  half  of  his  stake  in 
bank  stocks,  for  example.  His  feeling? 
"I'm  concerned  that  banks  aren't 
finding  people  for  loans.  These  days 
[companies]  don't  go  to  banks,  they 
go  public." 

In  bearish  1987  and  1990,  Lerner's 
feelings  were  on  target.  He  felt  drug 
and  food  stocks  like  Merck  and  Pepsi- 
Co would  weather  the  poor  economy 
best.  He  was  correct.  Similarly,  his 
worries  about  antismoking  cam- 
paigns and  tax  hikes  caused  him  to 
bail  out  of  Philip  Morris  last  February, 
before  it  got  really  creamed. 

Lerner  is  still  learning.  "I  used  to  be 
more  attuned  to  growth  than  capital 
preservation,"  he  concedes.  These 
days,  however,  he  will  buy  only  stocks 
that  pay  a  dividend. 

If  the  bull  market  steams  ahead  as  it 
has  for  the  past  1 1  years,  the  Dow  will 
end  2004  at  16,000.  If  that  happens, 
Julian  Lerner  will  probably  fall  short. 
Don't  bet  on  a  16,000  Dow,  howev- 
er. If,  as  seems  vasdy  more  likely, 
there  are  some  serious  corrections 
ahead,  Lerner  has  a  very  good  chance 
of  beating  the  market.  H 


Some  years  growth  funds  are  hot.  Some  years  value 
funds  are.  When  in  doubt,  you  should  buy  a  value  fund 
Here's  a  list  of  the  best  buys  in  value  funds. 

Long-term  value 


By  Toddi  Gutner 

The  stock  market,  like  anything 
based  on  collective  human  activity, 
has  discernible  moods.  It  swings  in 
unpredictable  cycles,  favoring  growth 
stocks  for  a  while,  then  shifiiing  to 
value  stocks.  Some  years,  growth 
stocks  are  hot,  climbing  to  ever  more 
extraordinary  ratios  of  price  to  earn- 
ings. Other  years,  the  market's  mood 
pendulum  swings  in  the  opposite  di- 
rection: Value  portfolios  win  out, 
while  the  growth  stocks  peter  out  or 
crash  companies. 

You  can't  know  in  advance  which 
way  the  market  will  swing.  In  1991, 
for  example,  the  Wilshire  index  of 
large  growth  stocks  returned  46.6%, 
while  its  value  counterpart  did  just 
25.6%.  The  next  year  value  walloped 
growth,  returning  14.4%  versus  5 .9%. 

But  you  can,  to  a  surprising  degree, 
know  what  will  win  out  in  the  long 
run,  and  that's  the  value  style.  The 
reason:  Glamorous  growth  stocks  are 
overly  glamorized.  Investors  are  sim- 
ply overoptimistic  about  the  abilit}'  of 


a  growth  company  to  continue  it 
growth  pattern.  So  they  overpay  fc 
growth  and  underpay  for  value.  Valu 
buyers  win  out  in  the  long  term. 

Some  students  of  the  market  haM 
been  preaching  this  for  years.  Benja 
min  Graham  set  out  the  principles  c 
value  investing  60  years  ago.  Warrei 
Buftett  became  a  billionaire  by  fol 
lowing  a  consistent  value-type  ap 
proach.  Forbes  columnist  Davi« 
Dreman  has  been  saying  for  a  Ion; 
time  that  low-P/E  stocks  outperforn 
high-P/E  stocks.  Oft:en  these  theorie 
have  been  met  with  a  certain  disdaii 
in  academia,  where,  until  recently,  i| 
has  been  gospel  that  the  market  'i 
rationalh'  priced  and  there  is  no  wai 
to  beat  it  consistently.  j 

Now  some  academics  are  changinj 
their  tune.  In  a  paper  just  published 
by  the  National  Bureau  of  Economii 
Research,  three  college  professor 
conclude  that,  over  time,  \'alue  stock 
beat  glamour  stocks  by  a  comfortabli 
margin.  If  you  define  the  two  st\'les  b; 


Tortoises  and  hares 

Index  12/78  =  100  (ratio  scale) 
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Frank  Russell  &  ' 
Co.  sorted  1,000 
large  stocks  into 
two  piles,  one  val- 
ue-flavored and 
one  growth-fla- 
vored. Over  time, 
the  value  portfolic 
creeps  ahead  in 
cumulative  return. 


7879  '80  '81  '82  '83  "84  '85  '86  '87  '88  '89  '90  '91  '92  '93* 

"Through  2nd  quarter. 
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"How  Can  I  Capitalize 

On  The  World's 
Emerging  Markets?" 


Average  Annual  Returns 
Over  Five  Years' 


As  developing  countries  undergo  political  and  economic 
changes  and  move  towards  industrialization,  they  can  offer 
strong  investment  potential.  Now,  Fidelity  offers  you  four 
no-load  funds  that  focus  on  today's  emerging  markets.' 

The  Opportunities  in 
Emerging  Markets 

Over  the  past  five  years,  emerging  markets 
have  significantly  outperformed  the  U.S. 

market.  The  potential  for 
continued  growth  of  this 
kind  could  make  one  of  our 
emerging  market  funds 
a  wise  addition  to  your 
portfolio.  While  investing 
in  emerging,  rather  than 
established,  markets 
involves  greater  risk,  these 
funds  can  be  attractive 
for  the  aggressive  portion 
of  your  portfolio. 

Call  Fidelity  Today  to 
Learn  More 

Fidelity,  the  world's  largest  independent 
investment  firm,  has  the  resources  to  help  you 
capitalize  on  opportunities  around  the  globe. 
All  it  takes  is  $2,500,  or  $500  for  your  IRA.^ 


This  chart  does  not  reprLsrni 

the  performance  of  any  Fidelity  fund 


Fidelity 


Four  No-Load  Funds 

Nm  -  Fidelity  Latin  America 

Fund  invests  in  the  emerging  stock 
markets  of  Central  and  South 
America. 

New  -  Fidelity  Southeast  Asia 
Fund  focuses  on  the  growing  stock 
markets  of  Southeast  Asia  (excluding 
Japan). 

Fidelity  Emerging  Markets  Fund 

targets  promising  stocks  in  develop- 
ing countries  throughout  the  world. 

New  -  Fidelity  New  Markets 
Income  Fund  focuses  on  emerging 
markets  debt  securities  for  high  in- 
come and  capital  appreciation. 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


investments' 

Common  sense.  Uncommon  results. 


"he  stock  funds'  3%  sales  charge  is  waived  through  May  3 1 , 1994.  "The  chart  shows  average  annual  returns  of  the  S&P  500  and  the  Morgan  Stanley  Capital  International  Emerging 
larkeLs  "Free "  Index  as  measured  in  U.S.  dollars  without  reinvestmentof  dividends  for  the  five  years  ending  July  31, 1993.  Past  performance  is  no  guarantee  of  future  results.  Emerging 
larkeLs'  bond  performance  is  not  depicted  in  the  chart  since  a  benchmark  index  for  those  securities  over  the  past  five  years  does  not  exist.  During  lliis  time  the  emerging  bond  market  has 
hanged  fi-om  a  bank-dominated  debt  market  to  the  current  securitized  market.  'For  more  complete  information,  including  management  fees,  redemption  fees  and  expenses,  call  for  a 
ee  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corp. 


Best  Buy  value  funds 


Fund/distributor 

Performance 

5-year 

Net 

M^ivimiim 

ITIaAII  I  lU  1 1 1 

AnniiAl 
m  1 1  luoi 

UP 

DOWN 

annualized 

assets 

load 

expenses 

—markets— 

total  return 

($mil) 

per  $100 

USAA  Mutual-Income  Stock  Fund/USAA 

D 

A 

.  15,4% 

$891 

nons 

$0.71 

Mutual  Series  Fund-Beacon/Heine  Sees 

C 

B 

12.7 

791 

none 

0.81 

Lexington  Corp  Leaders  Trust  Fund/Lexington 

B 

A 

14.3 

118 

none 

0.60 

Invesco  Industrial  Income  Fund/lnvesco 

B 

A 

17.0 

3,413 

none 

0.98 

Vanguard/Windsor  ll/Vanguard 

C 

C 

13.5 

6,707 

none 

0.41 

AARP  Growth  Trust-Growth  &  Income/Scudder 

D 

A 

13.6 

1,316 

none 

0.86 

Scudder  Growth  &  Income  Fund/Scudder 

C 

B 

13.9 

1,428 

none 

0.92a 

Fidelity  Growth  &  Income/Fidelitv 

B 

B 

17.3 

6,443 

3.00% 

0.85 

T  Rowe  Price  Growth  &  Income  Fund/Price 

C 

C 

12.8 

1,087 

none 

0.85 

Vanguard  Equity  Income  Fund/Vanguard 

12.1 

1,003 

none 

0.41 

a:  Net  of  absorption  of  expenses  by  fund  sponsor. 


These  funds,  which  lean  toward  stocks 
priced  at  low  multiples  of  earnings  and 
book  value,  combine  low  costs  with 
superior  risk-adjusted  performance. 

their  extremes — with  value  being  the 
10%  of  companies  with  the  slowest 
sales  growth,  glamour  the  10%  of 
companies  with  the  highest  sales 
growth — then  value  beat  glamour  by 
4.6  percentage  points  a  year  from  the 
end  of  1968  to  the  end  of  1990. 

Wliy  did  growth  stocks  bomb.^  It 
wasn't  that  the  companies  failed  to 
grow.  They  just  didn't  grow  fast 
enough  to  justify  the  feverish  prices 
that  investors  paid  for  their  shares. 

If  you  knew  which  way  the  econo- 
my was  going  to  swing,  you  could  do 
nicely  by  switching  between  growth 
funds  and  value  funds.  Growth  stocks 
tend  to  beat  value  stocks  in  a  sluggish 
economy,  such  as  the  1991  recession. 
As  profits  fall  during  an  economic 
slump,  the  market  bids  up  companies 
like  Coca-Cola  and  Wal-Mart,  since  it 
is  hoped  they  can  keep  delivering 
earnings  gains  in  good  years  and  bad. 
But  when  the  economy  perks  up, 
earnings  will  rebound  more  dramati- 
cally at  the  less  glamorous  outfits, 
since  they  are  coming  off  a  smaller 
base.  Then  the  market  swings  back 
toward  value,  as  it  did  in  1992. 

If  you  don't  know  where  the  eco- 
nomic winds  are  blowing,  or  you  just 
want  to  stay  put  for  ten  years,  you  will 
almost  certainly  be  better  off  in  a  value 
hind.  How  do  you  know  a  value  hmd 
when  you  see  one?  Good  question. 

The  first  rule  is:  Ignore  the  "v  alue" 
in  the  name  and  look  at  die  portfolio. 


The  hallmarks  of  a  value  style  include 
these:  an  average  price/book  ratio 
below  the  300%  ratio  of  the  market  as 
a  whole,  a  price/earnings  ratio  below 
the  market's  21.5,  and  a  dividend 
yield  better  than  the  market's  2.8%. 

In  the  table  above,  we  show  our 
Best  Buy  ranking  of  value  funds.  The 
ranking  formula  we  use  gives  equal 
weight  to  risk-adjusted  performance 
and  low  costs. 

Risk-adjusted  performance  mea- 
sures how  much  risk  the  managers 
took  to  achieve  their  performance. 
It's  a  measure  of  results  over  the  past 
five  years,  with  bonus  points  for  sta- 
bility' and  penalty  points  for  higher 
than  normal  volatility.  The  cost  mea- 
sure takes  into  account  both  the  sales 
load,  if  any,  and  the  annual  expense 
burden. 

We  relied  on  Morningstar,  the  Chi- 
cago-based fimd-rating  firm,  to  de- 
fine "value  fund,"  using  a  formula 
that  rewards  both  low  p/e  ratios  and 
low  price/book  ratios. 

USAA  Mutual-Income  Stock  Fund 
tops  the  Best  Buy  list,  thanks  to  a 
thrifty  0.7%  expense  ratio,  the  ab- 
sence of  a  sales  load,  and  a  15.4%  five- 
year  average  annual  return.  Manager 
Harry  Miller  zeroes  in  on  stocks  with 
rising  dividends,  hoping  to  pick  up 
some  capital  appreciation  as  well 
(Forbes,  June  21);  the  fiind  yields 
4.9%.  Two  of  his  more  recent  favor- 
ites: Dow  Chemical,  a  bet  that  the 
international  economy  will  soon  re- 
cover, and  turnaround  play  Occiden- 
tal Petroleum. 

Invesco  (formerly  Financial)  In- 
dustrial Income  takes  its  name  seri- 
ously: Every  security  in  the  portfolio 


must  pay  some  current  incom 
About  a  third  of  the  fund  is  in  cas 
bonds  or  utilities.  Recent  purchase 
Ingersoll  Rand,  the  maker  of  con 
pressors,  bearings  and  pumps,  and  c 
drilling  supplier  Dresser  Industries. 

Vanguard/Windsor  II  seeks  stocl 
with  P/Es  about  one-third  lower  ths 
that  of  the  market,  then  sifts  the: 
again  to  find  dividend  yields  oiii 
third  higher  than  the  market's.  Th 
strategy  has  prodded  manager  Jamt 
Barrow  into  drug  stocks,  which  mal 
up  nearly  8%  of  the  fund,  up  from  ju 
1%  at  year-end.  He  likes  Bristol-M; 
ers  Squibb,  Eli  Lilly  and  America 
Home  Prociucts.  Not  so  long  ago, « 
course,  drug  stocks  were  at  the  glan 
our  end  of  the  spectrum.  But  tl 
threat  of  nationalized  health  care  hi 
changed  all  that. 

"New  opportunities  lie  in  the  bea 
en-up  growth  stocks,"  says  Robe 
Hoffman,  who  comanages  two  simi 
lar  Best  Buy  funds,  AARP  Growth  1 
Income  and  Scudder  Growth  &  II 
come.  Prime  examples:  Kimberh 
Clark  and  Tambrands.  If  a  growt 
stock  falls  far  enough,  it  can  become: 
value  play. 

Mutual  Beacon's  manager,  Mj! 
chael  Price,  pays  scant  attention  t 
dividend  yields.  He  hunts  instead  fc 
undervalued  assets,  tr\dng  to  buy  inc 
companies  at  60  cents  per  dollar  c 
liquidating  value.  About  a  third  of  th 
ftiiid  is  in  bankruptcies  and  niergei 
related  stocks.  Price  also  likes  som 
medical  stocks,  including  Caremarl 
Continental  Medical  and  Health 
Trust.  "Everyone  threw  them  out  th 
window  but  didn't  look  at  their  cas 
flow  and  earnings,"  he  says.  ■ 
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Forbes  and  council  of  the  A'Iericas  Present 


andmarl  Conference  on  Irade,  Investment  and  fina;  Opportunities  in  latin  America' 


LATIN  AMERICAN  MARKET 


TRADE  OPPORIUNIIIE^ 


flNAM[[ 


December  8-10, 19S3I 
The  Fontarnebleau  Hiltcn 
Miami  Beacti, 
Florida 


Developed  in  Participation  with  The  U.S.  Department  of  Commerce,  The  International 
Finance  Corporation  and  The  Beacon  Council 


▲  Explore  the  new  opportunities  Latin  America  ol^g^rticipating  in  this  gathering  of  key  government  and 
business  leaders  from  the  U.S.,  Latin  America  ar^TToughout  the  world. 

▲  This  three-day  event  will  help  you  learn  how  to  take  advantage  of  opportunities  that  exist  in  the  lucrative 
Latin  American  market.  The  conference  will  address  joint-venture  techniques,  financing  sources,  financial 
structuring  of  projects,  regulatory  and  legal  requirements  and  how  to  deal  with  business  and  political  risks. 

km  mill  Explored  Define  your  Opportunities 

A  Current  state  of  investnnent  and  privatization 
opportunities 


Attend  This  Conference  and  Heet  With: 

A  Executive  officers  and  senior  government  and 
political  figures  from  Latin  America  and  tfie  U.S. 

A  Key  representatives  from  official  funding  sources 

A  Corporate  development  officers 

-4  Planning,  marketing,  business,  investment, 
legal  and  economic  leaders  wfio  are  instrumental 
in  creating  and  implementing  opportunities  in 
the  region 

(onference  Chairmen: 

A  John  D.  Carter,  President,  Bechtel  Enterprises,  Inc. 
A  Ambassador  George  W.  Landau,  President, 

Council  of  the  Americas 
A  Sir  William  Ryrie,  Executive  Vice  President, 

International  Finance  Corporation 


A  Communications,  electrical  power, 
transportation  and  infrastructure  projects 
Industrial  manufacturing  projects 

A  Establishing  strategic  alliances 

A  Acquisitions  and  ov\/nership  of  existing  Latin 
American  companies 

A  Managing  the  business  and  legal  risks 

A  Using  NAFTA  and  other  inter-American  trade 
pacts  to  your  advantage 

Create  your  opportunity!  Call  203-852-0500 
today.  Or  fax  or  mail  the  coupon  below  for  a 
free  brochure. 


Ptoeiend  die  Information  On: 

A  participating  as  a  sponsoring  company/organization  ^^^^ 
A  attending  the  conference 

Mail: 

Name 

CMC 

200  Connecticut  Avenue 

Title 

Companv 
Address 

Norwalk,  CT  06856-4990 

Fax:  (203)  857-4075 

Citv                         State  Zip 

'  Phone:  (203)  852-0500 

Phone  Fax 

Get  It  Straight 


Newspapers!  Magazines!  TV!  News 
is  everywhere,  with  thousands  of 
journalists  racing  to  give  it  to  you 
every  second.  But  amid  this 
information  overload,  which 
journalists  can  you  trust  to  give 
you  the  whole  story?  Which  ones 
should  you  beware  of?  The  new 
Forbes  MediaCritic  will  help  you 
find  answers  to  these  questions. 
FORJ3ES  MediaCritic  will  steer  / 
you  through  todays  fast-paced, 
news-filled  world. 


Starting  this  October  and 
coming  to  you  four  times 
a  year,  the  new  FORBES 
MediaCritic  will  explore 
how  the  media  covers  the 
most  important  topics  of 
the  day.  It  will  examine 
major  stories  covered 
by  the  media  and  help 
you  judge  how  well 
journalists  do  their 
job.  It  will  also  help 
you  get  a  handle  on 
all  the  information 
you  receive  every  day. 
To  become  niedia-sawy  and 
media-smart,  get  FoRBES  MediaCritic.  It's  for 
readers  who  want  the  best  that  journalism  has  to  offer. 


!9C 


"-not. 


Also... 


With  your  paid  subscription  of  $39.00  you  will  in  addition  receive  the  FORBES 
MediaGiiide  500  (a  $19.95  value).  MediaGuide  500  gives  you  critical,  nonpartisan  reviews 
of  the  nation's  top  500  journalists  and  how  they  covered  the  year's  major  stories. 


For  more  info  or  to  order  your  subscription,  call  1-800-825-0061. 


EDITED  DY  LAURA  SAUNDERS 


e  new  tax  act  will  hurt  business  owners  who  use 
ncompete  agreements  when  they  sell  out.  Also:  sub 
ax  deficiencies,  environmental  cleanup  deductions. 

tad  news  for 
business  sellers 


L  MAN\'  TAXPAYERS,  one  of  t±ie  few 
;ht  spots  amid  the  gloom  of  the 
'  tax  law  is  the  rules  on  the  amorti- 
on  of  intangible  assets.  By  enact- 
this  provision,  Congress  called  off 
Internal  Revenue  Service,  which 
been  giving  businesses  a  hard  time 
r  the  amortization  of  intangibles, 
payers  were  winning  this  battle, 
at  the  cost  of  enormous  legal  bills. 
Unfortunately,  however,  a  little - 
ced  provision  of  the  same  amorti- 
3n  rules  spells  bad  news  for  busi- 
;  owners  who  are  thinking  of  sell- 
3Ut.  That's  because  while  the  rules 
»  some  other  intangibles,  they  kill 
usefLilness  of  so-called  noncom- 
:  agreements,  a  technique  used  to 

taxes  in  many  business  sales. 
)ncompete  agreements  were  used 
le  great  majority  of  deals  where  an 
ler-empioyee  sold  the  business," 

Richard  Mull,  a  partner  with 
dns  Coie  in  Seattle, 
hese  agreements  became  a  stan- 
i  fixture  in  small-business  acquisi- 
s  after  the  tax  changes  of  1986. 
t  law  made  it  very  difti- 
for  the  buyer  of  a  busi- 

to  create  a  high  tax 
s  for  the  business  assets 
lired — and  thus  have 
1  depreciation  deduc- 
s  going  forward — with- 
also  imposing  an  extra 
:)urden  on  the  seller, 
ut  the  law  left  an  out. 

buyer  and  seller  could 
e  that  a  chunk  of  the 
:hase  price — some- 
;s  as  much  as  50% — was 
ipensation  for  the  sell- 
promise  not  to  open  a  s 
ipeting  business  for  a  ^ 
od,  t)'pically  three  to  | 

years.  Such  a  clause  1 


transformed  part  of  the  purchase  price 
from  capital  gain  into  ordinary  in- 
come. Since  the  1986  law  all  but 
eliminated  the  tax  advantage  to  capi- 
tal gains,  the  seller  didn't  mind.  The 
buyer,  meanwhile,  could  amortize  the 
noncompete  clause  over  its  short  life 
span,  claiming  fat  deductions. 

The  1993  law  puts  a  stop  to  all  this 
by  manciating  that  noncompete  pay- 
ments be  deducted  over  15  years.  It 
also  forestalls  attempts  to  get  around 
the  change  by  using  other  techniques 
such  as  consulting  agreements,  be- 
cause it  declares  that  such  arrange- 
ments also  have  a  15 -year  life.  What's 
more,  deals  involving  closely  held 
firms  won't  be  able  to  take  advantage 
of  the  helpful  portions  of  the  new 
rules  on  intangibles,  such  as  those  on 
goodwill. 

Interest  deductions 

Closely  held  firms  also  struck  out 
recently  in  a  Wyoming  District  Court 
decision.  True  v.  U.S.  (Docket  No. 


9I-CV-I004-J).  The  judge  held  that 
the  Trues,  shareholders  of  a  sub- 
chapter S  corporation,  couldn't  de- 
duct interest  on  a  tax  deficiency  as  a 
business  expense,  costing  them  more 
than  $2  million. 

Until  this  case,  it  was  an  open  ques- 
tion whether  such  interest  deductions 
should  be  allowed.  Corporations  can 
deduct  interest  on  tax  deficiencies  as 
business  related.  Individuals  can't, 
since  their  interest  is  "personal." 

Where  does  that  leave  S  corpora- 
tions.^  They  are  operated  as  business- 
es, but  all  their  income  is  reported  on 
the  personal  returns  of  their  share- 
holders. The  judge  sided  with  the  IRS 
anti  declared  diat  the  Tmes'  interest 
bills  were  not  a  business  expense  and 
therefore  not  fully  deductible. 

The  Trues  plan  to  appeal  the  case. 
Meanwhile,  says  Lehman  Brothers  tax 
expert  Robert  Willens,  avoid  owing 
back  taxes  on  your  personal  return.  If 
your  S  corporation  is  taking  a  big 
deduction  that  could  be  challenged, 
overpay  your  personal  taxes  and  sue 
for  a  reflind.  Don't  let  the  interest 
clock  run,  or  you  may  wind  up  widi  a 
nondeductible  expense. 

Cleaning  up 

Finally  some  good  news,  or  at  least 
the  rumor  of  it.  A  pressing  issue  for 
many  businesses  is  tax  treatment  of 
environmental  cleanup  costs.  Obvi- 
ously, firms  would  like  to  take  immedi- 
ate deductions  for  such  expenses,  cut- 
ting taxes  and  making  Uncle  Sam  a 
partner  in  the  cleanup.  But  in  one 
recent  mling  the  iRS  told  a  firm  to 
stretch  deductions  over 
many  years;  in  another  it 
allowed  no  deduction  at  all. 

The  good  news  is  that 
thanks  to  vigorous  protest 
by  companies,  the  iRS  may 
relent,  ktmg  Peat  Mar- 
wick's  Kendall  Jones,  who  is 
also  a  formeriRS  official,  says 
rumor  has  it  that  the  IRS  has 
favorable  rulings  in  the 
pipeline  that  would  allow 
immediate  deductions  for 
cleanup  costs.  Apparently 
Administration  high-ups 
noticed  that  the  iRS'  posture 
wasn't  in  keeping  with  the 
idea  of  the  "'environmental 
Administration."  -L.S.  H 
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MONEY  &  INVESTMENTS 


Our  studies  suggest  that  in  a  few  months  there  will  be  reduced  demand  for  stocks 
and  an  increased  supply  of  sellers.  This  is  a  good  time  to  reshuffle  your  portfolio. 


Housecleaning 
time 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


Now  IS  THE  TIME  to  sell  anything  you 
aren't  content  to  hold  for  the  next  few 
years.  I'm  still  overall  bullish,  but  as  I 
write,  the  market  seems  a  bit  ahead  of 
itself,  some  stocks  in  particular. 

While  the  big  averages  haven't 
moved  up  much — 3.3%  in  the  latest 
quarter  for  the  Dji  and  2.4%  for  the 
s&P  500 — the  smaller  indexes  have 
made  good  moves.  The  Russell  2000 
and  the  Wilshire  250  (a  wonderhil 
new  index)  were  both  up  6%  after  a 
big  first  quarter  and  a  huge  fourth 
quarter  last  year.  Not  a  bad  time  to 
begin  priming  your  portfolio. 

Why  now?  Because  my  firm's  mo- 
mentum studies  show  that  the  de- 
mand for  stocks  is  strong  right  now 
and  may  become  less  so  in  the  months 
ahead.  I'm  not  predicting  a  bear  mar- 
ket, just  a  mild  correction.  But  if  you 
have  some  weak  sisters,  why  not  sell 
them  when  the  market  is  strong  and 
stocks  are  liquid.' 

My  firm's  trading  department  has 
built  a  series  of  real-time  computer- 
ized models  aimed  at  predicting  up- 
coming liquidity  shifts.  They  dice  and 
slice  the  market  by  st)'le  and  sector  to 
try  to  figure  out  the  future  balance 


between  supply  of  stocks  and  the 
demand  for  them.  Right  now  the 
market  is  simply  screaming  for  sellers. 
Our  stuciies  suggest  that  in  a  few 
months  there  will  be  a  somewhat 
reduced  demand  for  stocks  and  an 
increased  supply  of  sellers. 

So  why  not  oblige  the  eager  buyers 
now  by  giving  them  some  of  your 
tired  merchandise.'  Don't  sell  the  stuff 
that  still  looks  cheap.  Don't  sell  the 
companies  you  think  are  magnificent- 
ly managed  and  worth  holding  for  a 
long  time.  But  where  you  are  in  doubt 
about  a  stock,  sell  it  now.  You  may 
have  to  sell  for  less  if  you  wait  until 
later  in  the  year. 

Here  are  a  few  stocks  you  might 
want  to  cash  in  if  you  own  them: 

Cheyenne  Softnvare  (37),  which  is 
on  the  leading  edge  of  local  area 
networlcing.  Ever  since  it  announced 
a  joint  product  development  deal 
with  Intel  last  October,  the  stock  has 
screamed.  It's  up  from  $20  at  the 
beginning  of  the  year  and  $8  the  year 
before.  Maybe  it  will  be  the  next 
Microsoft.  I  doubt  it.  Microsoft's 
product  line  was  and  is  fiandamental 
to  how  we  deal  with  computers. 
Cheyenne's  line  will  be  obsolete  tech- 
nolog)'  in  a  decade.  Yet  it  sports  a 
billion-dollar  market  cap  on  top  of  its 
$50  million  of  sales.  Yes,  it  will  grow 
rapidly  in  the  next  few  years,  but  at  1 7 
times  book  value  and  45  times  much- 
too-fat  profits,  the  stock  discounts  the 
second  coming  and  more. 

Cheyenne's  stock  reminds  me  of 
Convergent  Technologies,  which  was 
the  billion-buck  hot-stock  equivalent 
of  a  decade  ago.  It  dropped  off  die 
face  of  the  earth  in  a  takeover  at  lower 
prices — and  at  60%  of  revenue.  I  pre- 
dict Cheyerme  will  sell  for  less  than 


100%  of  revenue  within  a  decao 
which  would  make  it  a  very  tou 
vehicle  on  which  to  make  long-tei 
stock  profits. 

Another  sell-it-now  candidate 
Stai'bucks (51)^  which  perhaps  shou 
be  renamed  vvish-upon-a-star-buc 
Making  money  on  this  one  over  t 
next  ten  years  seems  like  fantasylai 
to  me.  Its  coffee  shops  are  all  the  ra 
right  now.  But  like  all  trendy  special 
eateries  it  will  be  blase,  maybe  ev 
grimy  in  a  few  years.  Look  at  any  h 
chain  from  the  1980s.  At  100  tim 
earnings,  8  times  book  and  5  tim 
revenue,  it  is  priced  as  if  it  will  grc 
fore\'er.  Nothing  does  and  it  won't 

Other  stocks  that  have  performi 
ver}'  well  that  I  sure  would  stay  a\\" 
from  now  or  that  I  would  consid 
selling  include:  Amtech  Corp.  (3( 
Autotote  Corp.  (47),  Bed  Bath  &  I 
yond  (28),  Credit  Acceptance  (31 
Electronic  Arts  (35),  Fastenal  (25 
Paychex Inc.  (31)^  President Riverba 
Casinos  (39),  Pyxis  Corp.  (53),  Que 
comm  (80),  Synopsys  Inc.  (50),  We 
fleet  Communications  (48),  all  so 
over-the-counter,  and  First  usa  (62 
Superior  Industries  Internation 
(43),  Total  Systems  Services  (30)  ar 
Value  Health  (34)  on  the  NYSE. 

Looking  for  possible  replaceme 
stocks?  For  Cheyenne's  current  ma 
ket  cap  you  could  buy  tu'o-thirds  ■ 
PaineWebber  (31)  or  fmc  Cor 
( 50)— or  all  of  Olin  Corp.  (4 1 ),  or  tl 
two  dominant  linen  firms.  Field  en 
(25)  and  Sprinjjs  Industries  (36),  pi 
together.  Any  of  these  would  be 
good  swap  to  make. 

So  seek  out  those  holdings  yc) 
aren't  really  happy  with.  You're  prol 
ably  going  to  sell  them  eventually.  D 
it  now  radier  than  later.  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  pkrt  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  7WK3 
Ft.  Garland,  CO  81133. 


^  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
d  the  merits  or  value,  if  any,  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
lent  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
:he  ments  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
les  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
ig  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 
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Using  the  same  indicator,  two  market  letters  came 
to  opposite  conclusions  about  the  direction  of 
the  market.  There's  a  lesson  in  that  divergence. 

Dividend  yield 


BY  HARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 


Newsletters  {Dearborn  Financial  Publishing). 


Emphasis  on  dividend  yield  has  made 
top  performers  out  of  at  least  two 
investment  letters:  Geraldine  Weiss' 
Investment  Qiiality  Trends  and  John 
Hussman's  Hussman  Econometrics. 
Yet  over  most  of  the  past  two  years 
these  two  letters  have  spent  much  of 
their  time  reaching  completely  oppo- 
site conclusions  about  the  stock  mar- 
ket. What  gives? 

The  premise  behind  the  dividend- 
field  indicator  is  straightforward:  A 
stock  is  worth  the  present  value  of  its 
fiiture  dividends.  The  relative  value  of 
two  companies  is  thus  easy  to  deter- 
mine. Other  things  being  equal,  the 
one  with  the  higher  dividend  payout 
is  the  better  value. 

Fair  enough.  Dividend  yield  is 
highly  usefiil  in  determining  relative 
values — which  among  several  stocks  is 
the  better  buy.>  It  is  less  useful  in 
determining  absolute  value — is  the 
yielci  high  enough  to  make  the  stock 
or  stocks  attractive.^  Is  a  particular 
yield,  in  and  of  itself,  a  good  deal? 

In  the  latter  respect  the  dividend 
yield  indicator  has  let  its  followers 
down  the  past  few  years.  At  least  in  its 
simplest  form,  it  turned  bearish  on  the 
overall  market  several  years  ago — 
much,  much  too  early. 

The  trouble  here  is  that  the  divi- 


dend yield  indicator  doesn't  take  pre- 
vailing interest  rates  into  account.  If 
we  ignored  interest  rates,  for  example, 
today's  2.7%  yield  on  the  S&P  500 
would  tell  us  that  the  market  is  just  as 
overvalued  today  as  it  was  before  the 
1987  crash,  when  the  S&P  500  also 
yielded  2.7%.  But  T  bill  rates  then 
stood  at  about  6%  and  the  govern- 
ment's long  bond  yielded  around 
9% — both  about  3%  more  than  today. 
In  other  words,  stocks  then  were  at  a 
far  greater  competitive  disadvantage 
against  other  investments  than  today. 

A  failure  to  consider  interest  rate/ 
dividend  yield  relationships  helps  to 
explain  why  advisers  such  as  Invest- 
ment Qiiality  Trends'  Weiss  have 
been  so  bearish  over  the  last  several 
years  of  the  current  bull  market. 

And  it  is  why  her  fellow  adviser, 
John  Hussman,  editor  of  Hussman 
Econometrics,  has  looked  so  good.  For 
several  years  Hussman  has  been  fol- 
lowing a  market-timing  model  he  de- 
veloped that  adjusts  the  stock  mar- 
ket's dividend  yield  by  90-day  T  bill 
rates.  Because  of  this  adjustment, 
Hussman  was  able  to  a\'oid  Weiss' 
bearish  turn.  He  participated  in  virtu- 
ally all  of  the  market's  rise  over  the  last 
2V2  years.  Hussman  was  so  bullish  he 
recommended  the  use  of  margin  dur- 
ing many  of  the  months  that  Weiss 
and  other  followers  of  dividend  yield 
were  so  bearish. 

As  a  result,  according  to  the  Hul- 
bert Financial  Digest,  on  a  timing- 
only  basis  Hussman  has  outpaced  a 
buy-and-hold  strategy  by  a  78.2%  to 
53.6%  margin  since  the  beginning  of 
1991.  This  is  good  enough  to  earn 
him  first  place  on  a  timing-only  basis 
among  all  letters  the  hfd  tracked  over 
this  2V2-year  period. 

Paradoxically,  Weiss'  track  record 
as  calculated  by  the  hfd  hasn't  suf- 
fered because  of  her  bearishness.  But 
this  is  a  bit  of  a  fluke.  Weiss  does  not 


translate  her  market-timing  opini 
into  a  specific  portfolio  division 
rween  stocks  and  cash.  The  hfd  t| 
calculates  her  performance  assumj 
her  model  portfolio  is  fully  invest) 
As  a  result,  she  benefited  from 
very  bullishness  she  didn't  expect. 

Even  allowing  for  its  weakness  i 
timing  tool,  the  dividend  yield  indi 
tor  has  vindicated  itself  prett}'  well 
stock-picking  tool.  Since  the  bej 
ning  of  1986,  when  the  hfd  bej 
following  Weiss'  letter,  it  gaii 
184%,  in  contrast  to  161%  for 
Wilshire  5000.  Weiss  achieved  t| 
with  17%  less  volatility  (or  risk)  til 
the  market  as  a  whole. 

However,  even  as  a  stock-pick: 
tool,  this  indicator  works  better  if' 
market's  overall  yield  is  factored 
Confirmation  for  this  conclusi 
comes  in  a  recent  book  by  mor 
manager  Anthony  Spare  {Relat 
Dividend  Yield,  written  with  Nar 
Tengler,  $39.95,  John  Wiley 
Sons).  Spare  shows  that  a  stock's  yi* 
is  best  interpreted  in  relation  to  1 
market's  yield.  According  to  Spar 
research,  a  stock  isn't  necessarily  l 
der\'alued  unless  it  is  yielding  m(i 
than  the  market  itself 

Thus  Weiss  currently  classifies 
number  of  stocks  as  under\'alued  tl 
Spare  would  avoid.  These  trade  n« 
the  high  end  of  the  historical  ranges 
their  yields,  but  still  have  below-m 
ket  yields.  These  Weiss-recommer 
ed  stocks  include:  Flightsafety  Inti 
national  (1.1%  yield),  Marriott  (I 
and  Millipore  ( 1 .6%).  Spare  is  willi 
to  bet  that  an  investor  would 
better  by  concentrating  on  those  ol 
er  stocks  on  Weiss'  undervalued  I 
that  sport  yields  above  the  marke 
current  2.7%.  | 

Which  stocks  on  Weiss'  list  mfli 
both  her  criteria  and  Spares'?  T 
pharmaceutical  industry'  stands  out 
being  the  most  under\'alued:  Bristo 
Myers  Squibb  (5%  yield),  Lilly  (5°^ 
Marion  Merrell  Dow  (5%),  Synt 
(5.6%)  and  Upjohn  (5.3%).  But  t 
member:  Weiss'  method  is  better 
predicting  relative  value  than  at  pi 
dieting  the  direction  of  markets. 

Be  carefijl.  .i\ft:er  years  as  an  over 
bull,  Weiss'  fellow  editor,  John  Hus 
man,  has  now  turned  bearish.  Tl 
seems  to  show  that  in  both  absolu 
and  relative  terms,  the  dividend  yie 
indicator  is  bearish.  I 
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Our  clients  know  the 
value  of  product  placement 
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MONEY  a  INVESTMENTS 


The  odds  have  always  been  against  short-term 
traders,  and  the  latest  tax  bill  stacks  them  even 
further  against  short-term  trading. 

Better  to 
be  boHng 


BY  FREDERICK  E.  ROWEJR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


When  i  was  growing  ur  in  the  invest- 
ment business  during  the  1970s,  old- 
er and  wiser  heads  continually  warned 
against  the  foolishness  of  trading. 
"I've  known  a  lot  of  rich  investors," 
sounded  the  common  refrain,  "but 
I've  never  known  a  rich  trader." 

Yet  a  lot  of  traders  got  rich  during 
the  1980s.  So  why  the  change?  Sim- 
ple. Changes  in  the  tax  code.  The 
older  tax  codes  taxed  short  profits  as 
high  as  80%  while  long  profits  were 
taxed  at  much  lower  rates.  But  dis- 
tinctions among  long-term  invest- 
ment income,  earned  income  and 
trading  income  were  basically  elimi- 
nated in  the  various  tax  code  changes 
that  took  place  in  the  1980s. 

The  wheel  has  turned  again  and  the 
tax  code  once  more  favors  long-term 
investment.  Thus  "active"  individual 
investors  should  rethink  their  strate- 
gies. The  maximum  federal  income 
tax  on  a  stock  held  for  more  than  one 
year  is  28%.  The  maximum  federal 
income  tax  on  a  trading  profit  taken 
within  one  year  is  39.6%.  That  is  a 
meaningful  difference.  Figure  it  out 
for  yourself  If  you  get  a  2  5%  return  on 
$10,000  by  short-term  trading,  the 


Feds  will  claim  close  to  $1,000,  but 
only  $700  on  a  long-term  profit. 
Thus  your  net  return  on  the  long- 
term  investment  is  18%,  versus  just 
15%  on  a  short-term  trade. 

Now  if  you  could  count  on  making 
lots  of  25%  gains  short  term  during  a 
year,  the  trading  would  obviously  be 
worth  it.  But  the  laws  of  probability 
have  always  been  on  the  side  of  inves- 
tors, not  traders.  The  explanation  is 
simple:  Let's  say  that  you  own  stock  A 
and  are  70%  sure  that  it  should  be 
sold.  At  the  same  time  you  are  70% 
sure  that  stock  B  should  be  bought. 
Therefore,  you  trade.  Wliat  are  the 
odds  that  you  have  made  two  good 
decisions.^  By  multiplying  0.7  times 
0.7  you  get  the  answer — 0.49.  You 
have  slightly  less  than  a  50/50  chance 
of  being  right.  Those  are  about  the 
same  odds  you  get  in  Atlantic  Cit}'  or 
in  Las  Vegas. 

Now  let's  say  that  you  own  stock  A 
at  a  substantial  profit.  Your  broker  is 
urging  you  to  sell  this  "clearly  fully 
valued  stock"  in  order  to  buy  a  stock 
that  is  "undervalued."  You  still  have 
less  than  a  50/50  chance  of  making 
two  right  decisions.  But  now  you 
must  pay  federal  income  tax,  not  to 
mention  commissions  and  dealer 
spreads.  Stock  B  has  to  go  up  substan- 
tially for  you  to  be  even.  And  it  may, 
but  the  odcis  are  better  in  Las  Vegas. 
When  you  trade  stocks,  a  lot  more  can 
go  wrong  than  can  go  right.  It  makes 
you  feel  the  way  Darrell  Royal,  the 
legendary  coach  of  the  University'  of 
Texas  football  team,  felt  about  the 
forward  pass.  "When  you  put  the  ball 
in  the  air,"  he  was  fond  of  saying, 
"three  things  can  happen  and  two  of 
'em  are  bad." 

Trading  is  fiin,  while  investing  is 


boring,  but  with  trading  the  odds 
against  you,  both  probability-\ 
and  taxwise.  Why  buck  the  odds 
you  want  entertainment,  go  to 
movies  or  go  to  Las  Vegas. 

Partly  as  a  result  of  the  tax  co 
investors  in  the  early  1970s  bees 
enamored  of  "one-decision  stoct 
Consequently,  very  fine  compai 
like  Avon  and  Polaroid  were  bid  uj 
the  ridiculous  levels  from  which  t 
crashed  in  1973  and  1974.  I  dc 
think  one-decision  stocks  are  com 
back,  but  I  do  think  there  will 
fewer  decisions  to  buy  and  to  sell. 

An  investment  area  that  sec 
timely  is  oil  refining.  Right  now  ■ 
mestic  refiners  are  operating  at  v 
high  rates  of  capacity.  Margins  h 
improved.  Refining  has  become  a  b 
ter  business,  and  I  think  three  t 
changes  are  about  to  make  it  a  c 
matically  even  better  business 
well -positioned  participants: 

Beginning  Oct.  1,  diesel-powe 
vehicles  operating  on  public  ro' 
must  burn  desulfiarized  diesel.  Beg 
ning  Apr.  1,  1994,  the  militan. 
standardizing  its  purchase  requi 
ments  for  jet  fuel.  And  beginning  J 
1,  1995,  only  reformulated  gasol 
may  be  sold  in  "nonattainment"  ar 
designated  under  the  Clean  Air 
Refiners  who  have  not  upgraded  tf 
plants — and  there  are  many — will 
sically  be  out  of  business,  which  \ 
cut  tight  capacit}'  even  further.  T 
should  cause  reported  profits  and  c; 
flows  to  improve  dramatically. 

The  best-positioned  refiners 
Diamond  Shamrock  (24),  Ultran 
(23)  and  Ashland  Oil  (34).  Oi 
decision  growth  stocks  they  are  n 
but  are  well  worth  holding  for  pote 
tial  long-term  capital  gains. 
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COME  BACK  TO  THE  FUTURE 


Building  the  Hydroelectric  Future.  Rolling  Ahead  to  Tomorrow.  Time  for  the  Atom. 


n  he  editors  of  American  Heritage  invite  you  to  take  a 
L  fascinating  trip  back  to  the  future— as  a  subscriber 
Invention  &  Technology  Magazine. 

ch  brilliantly  written  and  iUustrated  issue  brings  you  the 
eer  genius  of  people  like  Roebling,  Edison,  Ford,  Bell,  the 
ri^t  Brothers,  and  Oppenheimer.  YouH  understand  their 
;piration.  YouH  leam  about  their  personal  triumplis  and 
igedies.  And  most  of  all,  youH  revel  in  their  astonishing 
fiievements. 

igm  your  journey  of  discovery  right  now.  Return  your 
»upon  today.  FOR  EVEN  FASTER  SERVICE,  CALL  TOLL- 
lEE  1-800-627-4022.  Reference  number  54DS 


Although  the  Editors  of  AMERICAN  HERtTAGE 
of  INVENTION  &  TECHNOLOGY  have  complete 
responsibility  for  the  magazine's  content. 
General  Motors  is  its  sole  sponsor  and  advertiser 
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YES,  tako  me  back 
tethefvtur«! 

Please  enter  my  subscription  to 
Invention  &  Technology  Magazine  for: 

□  1  year  (4  issues)  for  $15.00. 

□  2  years  (8  issues)  for  $29.00. 

□  Payment  enclosed.    □  Bill  me. 

□  Please  charge  my: 

□  MasterCard    □  Visa 
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RO.  Box  52606,  Boulder,  CO  80321-2606 
Caid  No  
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It  was  a  crazy  August  so  far  as  dollar/yen  was 
concerned.  While  the  yen  was  wild,  dollar/mark 
was  quiet.  That  quiet  won't  last. 

Lull  before  storm? 


BY  ANDREW  J.  KRIEGER 


Andrew  J.  Krieger  is  mandging  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  investment  management 

and  tiedging/overlay  firm 

based  in  Englev^/ood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


One  of  the  common  misconcep- 
tions in  the  foreign  exchange  market 
is  that  nothing  much  happens  in 
August  because  so  many  of  the  play- 
ers are  on  vacation.  That  was  never 
really  true,  and  it  certainly  wasn't  the 
case  on  August  19  this  year  when  the 
dollar/yen  staged  one  of  its  largest 
ever  one-day  moves.  The  dollar  shot 
up  5%  against  the  yen  as  the  Federal 
Reserve  Board  aggressively  inter- 
vened to  halt  the  dollar's  seemingly 
inexorable  decline  toward  sub- 100 
yen/ dollar  levels.  A  quiet  August.^"  It 
was  a  crazy  August  so  far  as  dollar/ 
yen  was  concerned.  The  absence  of 
sun-seeking  traders  made  the  market 
thinner  than  usual  and  exaggerated 
the  move. 

The  surprise  move  left  a  large  num- 
ber of  currency  traders  bruised  and 
battered,  as  there  was  insufficient 
time  for  them  to  reverse  positions. 
The  same  supposedly  quiet  month 
witnessed  a  sizable  reversal  in  dollar/ 
mark,  except  this  directional  change 
was  dollar  down,  not  up  as  in  the  case 
of  dollar/yen. 

In  the  case  of  the  deutsche  mark, 
the  Bundesbank's  slow,  steady  course 
of  monetary  easing  took  its  toll  on 
market  speculators,  who  had  expect- 


ed aggressive,  quick  cuts  in  German 
interest  rates.  Betting  aggressively 
against  the  deutsche  mark  because  of 
converging  U.S.  and  German  interest 
rates  has  been  a  dangerous  game. 

If  all  this  weren't  unsettling 
enough  for  foreign  exchange  traders, 
the  fact  that  the  yen  and  the  mark 
have  continued  to  move  in  opposite 
directions  against  the  dollar  adds  to 
the  confusion.  It  confounds  those 
market  players  who  like  to  watch  one 
currency  to  get  signals  about  anoth- 
er. The  correlation  between  the  yen 
and  the  mark  has  been  steadily  drop- 
ping for  many  years,  pointing  to  the 
fact  that  the  three  major  currency 
blocs — dollar,  yen  and  mark — are  di- 
verging on  quite  distinct  paths.  This 
divergence  simply  reflects  the  con- 
tinued move  away  from  international 
cooperation  to  a  more  open  pursuit 
of  national  self-interest.  Look  for  it 
to  continue  that  way. 

Ironic,  isn't  it?  The  demise  of  the 
Soviet  Union  and  the  unification  of 
Germany  were  supposed  to  presage 
an  era  of  global  peace  and  prosperity, 
with  capitalism's  global  domination 
providing  higher  standards  of  living 
for  everyone.  To  the  contrary, 
these  major  geopolitical  develop- 
ments have  produced  nearly  unprece- 
dented waves  of  deflation  in  the  U.S., 
Japan  and  Europe.  G-7  cooperation  is 
declining,  and  interbloc  imbalances 
are  still  growing  dangerously  higher. 

Does  all  this  make  me  nervous.^  You 
bet  it  does.  In  a  number  of  columns,  I 
have  written  about  the  probabilit}'  of  a 
continuing  high  level  of  volatilit\'  in 
the  dollar/yen  relationship.  I  haven't 
said  so  before,  but  I  think  that  the 
dollar/mark  relationship  will  also  be- 
come increasingly  volatile. 

The  dollar/mark  has  been  pretty 
boring  this  year,  staying  in  one  of  its 
narrowest  bands  on  record.  The  U.S. 
and  Germany  have  ver\'  modest  trade 
imbalances,  thereby  reducing  the  politi- 


cal and  economic  pressures  for  the  cu 
rencies  to  undergo  a  major  adjustmci" 

Nevertheless,  I  smell  action  brcv 
ing  here.  The  relatively  quiet  tradir 
band  we  have  experienced  this  year 
the  preparation  for  dramatic  mo\< 
over  the  next  6  to  12  months  in  tl 
dollar/mark  relationship. 

There  are  plenty  of  reasons  fc 
expecting  such  volatility.  The  fadin 
of  international  cooperation  is  on 
one.  In  Europe  social  and  econom 
pressures  are  reaching  extreme  level 
and  governmental  statements  aboi 
recovery  do  not  change  the  hars 
reality  that  unemployment  there 
painfully  high.  Germany  is  still  chol< 
ing  on  the  costs  of  unification,  an 
the  pained  digestive  process  ther 
may  or  may  not  lead  to  a  broadd 
systemic  breakdown. 

The  U.S.  has  troubles  of  its  own.  ] 
is  on  a  drab,  quiet  path  of  makinj 
economic  progress  slowly,  with  cor 
sistently  disappointing  growth  th 
rule  of  the  day.  Social  pressure 
abound  here  as  well,  and  the  long 
awaited  health  care  plan  is  soon  t( 
awaken  from  hibernation.  Majc 
changes  are  taking  place  in  Americ 
and  they  are  certain  to  have  repercua 
sions  on  the  currency  markets  ove 
the  coming  years. 

What  should  business  people  am 
speculators  do  under  these  circum 
stances.''  Happily  for  them  the  quie 
period  in  the  dollar/mark  market  ha 
brought  down  the  cost  of  options 
which  have  dropped  sharply  sine 
reaching  their  highs  in  January,  an( 
are  now  at  attractive  levels  where  on 
can  begin  accumulating  them.  Whil 
the  markets  still  remain  relatively  c]ui 
et,  it  is  a  good  time  to  consider  buyini 
put  or  call  options  to  protect  you 
currency  exposures  against  the  com 
ing  increase  in  volatility  or  to  us 
them  to  speculate  either  on  direction 
al  moves  or  simply  on  the  increase  ii 
volatility  that  I  see  coming.  ■ 
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F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


v^acation  in  your  own  private  paradise.  As  tropical, 
quaint,  as  secluded  as  any  undiscovered  island, 
jcala,  a  Forbes  Magazine  South  Pacific  Property  - 
;  perfect  island  resort. 

njoy  our  spectacular  sun-drenched  beaches  in  all 
Mr  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
<  )f  life's  pressures. 

Laucala  is  for 
ople  who  want  the  ultimate  vacation  experience  - 
I  finest  amenities  without  the  formalities.  Go  deep 
1  fishing  on  board  the  island's  private  fishing  boat.  If 
u  wish,  our  master  chef  will  prepare  your  catch  for 
ur  dining  pleasure.  Dive  in  azure  waters,  world 
lowned  for  the  beauty  and  abundance  of  their 
ipical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 


Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  mnway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  5LC2 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  1-800-FORBES-5. 


FORBES 

MAGAZINES 
f  1  I  I  ISLAND 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


IS  THE  MARKET 
^^TOO  HIGH^^? 


Is  the  stock  market  now 
headed  lor  sizable  gains, 
III  tor  another  "free  fall'"' 

Before  you  make  any  de- 
cisions to  unload  stocks,  or 
to  buy  more,  or  to  stand 
pat.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  which  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50  4%  gam  for  the 
"crash  year"  of  1987  with  a  9%  portfolio  gam  on 
Black  Monday  itself,  and  that  made  possible 
the  Forecast's  huge  638.5°!)  gains-with  not 
even  one  down  year-over  the  12'  years 
(through  12/92)  since  Hulbert  began  monitoring 
advisory  services.  (Past  results  are  no  guaran- 


tee of  future  performance.) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book, 
"Winning  on  Wall  Street" 
($20  retail)  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course 

Three-Month  Trial  $55. 
One  Year  S265.Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900,  Wantagfi,  NY  11793-0926 


EXTRA  BONUS 


PRESENTATION  EQUIPMENT 


LASER  roiniER 


l-flnn-RR-llllirn  DIVCO Technologies  Inc 
I  lIUU  Ull  UIVUU  An  American  Company 


Mode  in  the  USA  •  1  Year  Warranty 


BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft, 
Boat  &  Stielf  Corporations. 

CallAWrite  for  FREE  KIT: 
P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP  •  302-652-€532 


1  hki 


OFF  WALL  STREET 

Stocks/Prices-Yours  or  Ivline'' 
Buy  tfie  rigtit  stock  at  tfie  rigfit  price 
Subscribe  to  Off  Wall  Street  now 
&  notice  the  dramatic  differencei 
1 7  issues,  one  full  year  $85.00 
9  issues.  SIX  monttis  $49.00 
OFF  WALL  STREET 
5  Carriage  Dnve,  Oxford,  CT  06478 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Matuilacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


JOINT  VENTURE 


MARKETING  PARTNER 


Newl)  p.ilciucil  piiKluLi,  properly 
niarkclcd.  tan  Ju  tor  fire  safety  what 
"The  Club'^'"  has  done  for  auto  safety. 
Fills  major  gap  in  fire  protection.  Huge 
residential-commercial  market.  For  the 
right  marketing  partner,  this  is  your 
Club.''"  " 

Fax  516  482-0900 


Receive  Value  Line 
for  only  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

lirings  you  the  2000-page  Investors  Reference  Library — Value  I^ine  s  most 
remit  Ratings  and  Reports  on  1700  stocks  and  the  practicaJ  guide  How  to 
Invrsi  in  Common  Slocks  You  will  also  receive  analyses  of  about  130  stocks  [ 
each  week  for  10  weeks  for  $86^$55  Available  only  once  every  Ihrpe  years  tci| 
any  household    SPECIAL  BONUS:  "With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3,500  terms  (retail  price  $8  95)  In  addiUon  to  clear  definiUons,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  industry  | 
professionals — plus  48  case-example  paragraphs  by  the  author  (Avaifablc 
while  supplies  last  )  Your  subscription  to  Value  Line  may  be  tax  deductible 
Consult  your  tax  advisor  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  ToU-Free  1-800-833-0046 

(  Ext  2903-Dept  616E27)  American  Express,  MasterCard  or  Visa  24  hours  a  day, 
7  days  a  week  30  day  Money-Back  Guarantee  Allow  4  weeks  lor  delivery 
NY  residents  add  sales  tax  Foreign  rates  upon  request 


The  Value  Line  Investment  Survey^ 

7 1 1  3rd  Avenue 
NY,  NY  10017-4064 


VOICE  MAIL 


Multi-Line  Voice  Mail  Plus. . . 

VAX  ON 
DDM'AwD/ 


EDUCATIONAL  SERVICE; 


University  Degrees 

Home  stutjy  Associate,  Bachel 
Masters,  and  Doctoral  degre 
Paralegal.    Law,  Psycholc 
Business  Administration.  He 
Care  Administration.  Internatic 
Business,  Human  Resources. 
Call  (800)  477-2254 
Souttiern  Caliiornia  Universit 
202  Fashion-F,  Tustin  CA  926i 


FAX  ON  DEMAND 
VOICE  MAIL 
CALL  PROCESSING 
TELEMARKETING 

V/S  PLUS  gives  you  professional 
VOICE  MAIL  &  AUTO  TRANSFER 
while  It  pounds  out  Fax'd  Hard  Copy 
non-stop  24-fiours  a  day.  Give  it  to  them 
-  NOW  Complete  Package  with 
Hardware  and  FAX  Software  2  year 
warranty.  Requires  PC/AT/386/486. 

V/SPLUS  only  $699 

MULTI-LINE  HARDWARE   from  $299 

(Develper/OEM  package  specials) 
(VISA-MC-AMEX-COO) 

For  Sales  and  Iriformalion  Call: 

1-800-947-4884 

510-522-3800'FAX  :510-52g-5556 
I  TALKING  TECHNOLOGY,  INC.  ■ 

1  l25AllanlicAve..  Ala.meda.  CA  94501  /// . 


For  Information  on 
Forbes/Market  Classified : 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTOR 
Fot  Woti.  Lite  and  AcM 
Eipenence  •  No  Claiu 
Attendance  Require 
1-800-423-324. 
FAX  (310)  471-6 
Of  tend  detailed  retu 
lor  Free  Evaluat'or 

Pacific  Western  Universit> 

600  N  SepnlveHa  Blvd  Depi  165  Los  Angeles  CA  9 


EDUCATIONAL  SERVICE 


FREE  VIDE 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  wor1<./life  exp.  •  Accred 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Slidell,  LA  70459-20C 


Forbes: 
Capitalist  Toe 


ROOFING 


PRESENTATION  EQUIPMENT 


BUSINESS  OPPORTUNITIES 


hingle  For  The  Last  Time 


proof  against  leakage.  Withstand 
MPH  winds.  50  Yr.  warranty, 
ipproved.  Energy  efficient.  The 
nate  Permanent  Roof. 

)  365-7251  -  Reinke  Shakes,  Inc. 
Box  0666,  Deshler,  NE  68340 


ENTERTAINMENT 


CUSTOM  COMEDY  shows 
"Regan" 

Years  Experience.  Refreshingly 
ent  &  unique.  AAA  Rated  by  major 
^orations.  "Best  entertainer  in  our 
(" — "Most  Hilarious" — "Superb'^^ 
"  I  never  laughed  so  hard"  A 
"Creative  &  Professional" 
JEST  FOR  LAUGHS  CO.  M' 
800-214-0182 


Make  Your  Presentation 
More  Effective 


Laser  Pointer 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S&H 

Dealer 
Inquiries 
Welcome 


55  0akCoun,  Danville  CA  94526  USA 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  Depti 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

P.O.  Box  24426,  Dept.  FG9,  Seattle,  WA  98124 


WATCHES; 


AUDIO  BOOKS 


CELLANEOUS  FOR  SALE 


BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-  Any  quantity!  - 

lOUSE  OF  ONYX 

n  St. .  Greenville,  KY  42345 
844-3IOOor  FAX  502  +  338-9605 


REAL  ESTATE 


BUSINESS  OPPORTUNITIES  ! 


WATCH- 


•  Colorado  • 
igre  de  Cristo  range 

loramic  mountain  views. 

40  acres  $30,000 
the  heart  of  the  majestic 
Rocky  Mountains. 

J.  Ryland 

Box  303  5WK7 
Ft.  Garland,  CO  81133 
(719)  379-3263 


HEE 

lATALOG 

business  books  for  sale 
•  the  U  S  Government! 

Write  II) 

Free  Business  <  alalo); 
IIS  (fovernmeni  Priming  ( Iffitc 
Offite  of  Marketing— Slop  sM 
Washington   IK  20401 


Norm  OF  REQUEST 
FOR  PROPOSALS 


CONSTRUCT  & 
OPERATE  AUTOMATIC 
TOILETS-5  BOROS,  NYC 

The  NYC  Dept  Of  Parks  and  Recreation 
request  proposals  for  construction,  opera- 
tion and  maintenance  of  Automatic  Public 
Toilets  In  specified  park  locations  In  the 
boros  of  the  Bronx.  Brooklyn.  Manhattan, 
Queens  &  Staten  Island.  NY  All  proposals 
must  be  submitted  by  9/30/93  at  11  AM 
All  interested  parties  are  urged  to  attend  a 
Pre-proposal  Conference  to  be  held  on 
Mon  ,  Aug  30,  1993  at  3  p  m  3rd  Fl 
Use  the  following  address  to  secure 
further  info  Parks  &  Recreation,  Division 
of  Revenue  &  Concessions,  830  SIh  Av  , 
Central  Park.  The  Arsenal,  Rm  407.  NY 
NY.  10021  or  call  212  360-3456. 
DEVICE  FOR  THE  DEAF  (TDD) 
1-800-281-5722  ONLY  TDD 


FANTASTIC  OPPORTUNITY" 


Pilii'liniiioils 

Store  No,  900  Associate  Store 

A  Home  Furnishings  Retailer 
For  sale  due  to  other  interest. 
Unlimited  sales  potential.  Ideal 
for  direct  importer  or  investor 
group  to  learn  operation  of  a 
major  retailer. 

Write  to:  President,  Amcorp 
P.O.  Box  44 
Mobile,  AL  36601-0044 


PHILADELPHIA  •  BALA  CYNWYD 

CALL  FOR  FREE  CATALOG. 

WATCHCS  FROM  SIOO.  TO  $100.000.. 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  ore  hand- 
crafted trom  solid  mohogony  wilh 
hondpointed  morVmgs  ond  deloils 

•  Over  160  models  in  slock 

•  Priced  (rom  $99.50 

•  Satisfoctionguaronteed 

Call  1-800-950-9944 


iPACiric 


WOBS'SlfANNCIIUKaS 

ami 

•nOSCULPTUKS 

l42iSN<^  WiSrrwt 
S<oiis4ikA,ip(ri,«85!60 

(W2i«i-ii4i  ac 


BOOKS 
ON  TAPE 


•  World's  Largest  Selection  ol  Audio  Books  ^ 

Best  Sellers 
on  Cassette 

Full-length 
Readings 

Call  for  Free 
Brochure 


(800)  626-3333 


EXECUTIVE  GIFTS 


luumm  [luciiir  >•  Ikadi  la  ['iV/.'/ui'j 


Flying  Cloud 


HantI  Crafted  from  Select  Woods, 
From $1,295.00  'Length  18" -36" 

SEACRAFT™ 


7850  E.  Evans  M.  Sle.  10S.  Scoltsdale,  AZ  85260 
S  FAX  (602)  998-2314' (602)  998-4988  B 

For  Our  Catalog  Call  (800)356-1987 


EDITED  BY  THOMAS  JAFFE 


Bucking  the 
Starbuclcs  trend 

Is  Starbuc;ks  Corp.  too  hot  not  to 
cool  down?  So  far,  the  answer's  no. 
The  Seattle -based  company  operates 
a  chain  of  218  cotFee  shops,  primarily 
in  the  Pacific  Northwest  and  Califor- 
nia, that  sell  both  beans  and  bever- 
ages. (It  also  has  a  small  but  fast- 
growing  direct-mail  business,  runs 
some  airport  Idosks  and  sells  coffee 
through  retailer  Norcistrom.)  Since 
Starbucks  went  public  at  $17  a  share 
in  June  1992,  its  o-t-c-listed  stock  has 
nearly  tripled,  to  a  recent  48%. 

Starbucks'  flill-year  same-store 
sales  have  gained  at  least  19%  every 
year  since  1989.  Earnings  for  the  June 
quarter  came  in  at  the  high  end  of 
expectations;  the  number  of  new 
store  openings  planned  for  fiscal 
1994,  beginning  Oct.  1,  has  been 
increased  from  100  to  125;  the  stock 
will  split  2-for-I  on  Sept.  30;  in  July 
Starbucks  completeci  a  $70  million 
convertible  offering  with  a  coupon  of 
just  4.5%  and  a  conversion  price  of 
$60 — which  represents  the  compa- 
ny's only  borrowings. 

Analyst  Craig  Bibb  of  PaineWebber 
estimates  that  Starbucks'  sales  for  fis- 
cal 1993,  which  ends  Sept.  30,  should 
increase  69%,  to  $157  million.  He 
looks  for  56%  sales  growth,  to  $246 
million,  in  the  coming  fiscal  year. 
Bibb  expects  Starbucks  to  earn  56 
cents  a  share — up  from  12  cents — in 
the  current  fiscal  year,  and  85  cents  a 
share  in  fiscal  1994. 

Nevertheless,  he  thinks  the  stock's 
too  hot  to  handle.  At  present  levels,  it 
sells  for  nearly  60  times  his  fiscal  1994 
estimate.  That  P/E  multiple.  Bibb 
says,  leaves  no  room  for  a  negative 
earnings  surprise.  He  also  notes  that 
Starbucks  already  is  trading  at  roughly 
a  160%  premium  to  high-growth  re- 
tailers and  a  150%  premium  to  high- 
growth  restaurant  stocks. 

Among  the  risks,  says  Bibb:  The 
company  is  expanding  into  cities  like 
Denver,  Chicago  and  Washington, 
D.C.,  which  may  prove  harder  than 
the  contiguous  West  Coast  expansion 
it  has  excelled  at  so  far.  Too,  coffee 
prices,  at  historically  low  levels  since 
1989,  have  been  rising  substantially 
since  last  year.  While  Starbucks  re- 
duces this  risk  with  forward  contracts. 
Bibb  notes  that  if  its  expected  fiscal 
1994  gross  margin  of  62.5%  drops 


just  a  single  point,  to  61.5%,  this 
could  reduce  earnings  per  share  from 
85  cents  to  75  cents. 

Finally,  Bibb  warns  that  rising  ex- 
pectations will  make  it  harder  for  Star- 
bucks to  report  positive  surprises.  In  a 
market  that  invariably  punishes 
growth  companies  for  disappointing 
earnings,  no  question  that  Starbucks 
stock  is  vulnerable  to  a  hit.  Bibb  says: 
Pass  on  this  one.  (There  are  14.5 
million  outstanding  shares.) 

Junoesque  prospects 

Des  Plaines,  111. -based  Juno  Light- 
ing, Inc.  is  a  tough  competitor  in  a 
rough  business,  making  track  and  re- 
cessed lighting  fixtures.  In  this  free- 
for-all,  Juno  has  bulled  its  estimated 
market  share  up  to  20%,  from  14%,  in 
six  years,  accorciing  to  analyst  David 
Jarrett  of  New  York's  Gerard  Klauer 
Mattison  &  Co.  Jarrett  says  Juno, 
which  sells  directly  to  over  1,000 
distributors  and  showrooms  through 
five  U.S.  warehouses  and  one  in  Can- 
ada, is  the  lowest-cost  producer  in  this 
half-billion-dollar  business. 

With  new  products  and  continued 
cost-cutting,  Jarrett  expects  Juno's 
pretax  margins  for  the  fiscal  year  end- 
ing Nov.  30,  1993  to  expand  from 
24%  to  25%  and  earnings  per  share  to 
rise  15%,  to  95  cents.  He's  looking  for 
a  fi.irther  16%  gain,  to  $1.10  a  share, 
the  following  year.  So  the  18.4  mil- 
lion fully  diluted  shares — recent  over- 
the-counter  price  of  15% — are  selling 
for  a  reasonable  14  times  anticipated 
1994  earnings. 

Juno  has  a  rock-solid  balance  sheet, 
with  40%  of  its  assets  in  cash  and 
equivalents,  which  are  three  times 
Juno's  short-term  and  long-term 
debt  combined  Using  its  strong  cash 
flow,  Juno  will  spend  an  estimated 


A  Starbucks  coffee  shop 
in  San  Francisco 
Any  earnings 
disappointment 
will  grind  this 
stock's  beans. 


$17  million  in  1993  and  1994 
build  a  major  new  plant  to  be  ready  I 
mid- 1995. 

Jarrett  thinks  the  stock  could  go 
high  as  25  over  the  next  12  months- 
up  as  much  as  60%. 

Que  sera,  Kyocera? 

Since  last  August  the  1.3  miliic 
NYSE-listed  American  Deposits 
Shares  of  Japan's  Kyocera  Corp.,  t! 
$3.8  billion  (sales)  maker  of  ceramii 
for  the  electronics  industry,  have  be« 
on  a  tear — more  than  doubling,  fro 
5 1  to  a  recent  120%.  ( Each  ads  repr 
sents  two  common  shares;  they  a| 
count  for  under  2%  of  Kyocera's  eqi 
t)'  capital.) 

What's  behind  the  runup.^  In  gre 
part,  the  widely  anticipated  initi 
public  ofl^ering  of  DDI  Corp.,  which 
25%-owned  by  Kyocera.  DDI  is  a  Jap 
nese  long  distance  and  cellular  tel 
phone  company  that  competes  wi 
giant  Nippon  Telegraph  &  Tel 
phone  Corp. 

But  DDI  stock  began  trading  on  tl 
Tokyo  Stock  Exchange  on  Sept. 
and  Helen  Koons,  a  New  York- bast 
executive  vice  president  at  Tokyc 
Kankaku  Securities,  thinks  that  tl 
runup  in  Kyocera's  ADS's  already  fill 
discounts  the  value  of  the  company 
DDI  holdings. 

Kyocera's  stock  rise  was  also  linb 
with  the  July  explosion  at  a  Japane 
plant  that  produced  60%  of  tt 
world's  supply  of  a  resin  from  which 
rriade  the  plastic  used  to  encase  serr 
conductor  chips  (Forbes,  Au0.  i^ 
Kyocera  is  the  leader  in  ceramic  ca 
ings  for  chips.  There  was  some  spec 
lation  that  demand  for  Kyocera's  ca 
ings  would  increase  because  of 
shortage  of  the  cheaper  stuff.  It  hasr 
happened.  i 
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'he  runup  has  left  Kyocera  selling 
a  rich  46  times  the  $2.68  per  ads 
;  Koons  estimates  it  will  earn  in  the 
d  year  ending  Mar.  31,  1994.  At 
je  levels,  though  she  is  impressed 
Kyocera's  long-range  prospects, 
ms'  short-term  advice:  Pass. 

-Carol  M.  Cropper 


ght  on,  Sealright 

LRIGHT  Co.,  Inc.,  headquartered 
)verland  Park,  Kans.,  is  the  leading 
plier  of  ice  cream  packaging  in  the 
■  .  The  $278  million  (estimated 
'3  sales)  company  also  makes  pack- 
ig  systems  and  round  containers 
food  and  dairy  products,  flexible- 
I  packaging  and  labeling  for  foods, 
erages,  household  goods  and 
rmaceuticals.  But  frozen  dessert 
kaging  accounted  for  more  than 
"of  Sealright's  1992  sales, 
ealright's  quarterly  earnings  com- 
sons  have  suffered  this  year.  Last 
-  its  margins  got  a  shot  in  the  arm 
n  supplying  Coca-Cola  with  spe- 

sleeve  labels  for  an  Olympics 
les  promotional  contest.  Orders 

smoking  patch  packaging  have 
I  cooled  oft,  year-over-year.  Most 
lortant,  increased  competition  in 
cream  packaging  has  put  pressure 
profits  in  this  lucrative  niche, 
■ut  analyst  Timothy  Burns  of  First 
ton  likes  the  stock.  He  estimates 
Iright's  1993  earnings  will  be 
vn  to  $1.20  a  share,  but  expects  a 
)very  to  $1.35  next  year.  Since 
16  Sealright  paid  $68  million  for 
;e  packaging  makers  based  in 
io,  California  and  North  Carolina; 
1  has  capabilities  that  Sealright  is 
fading  throughout  its  plants  else- 
;re.  Meanwhile,  capital  spending 
iveen  1986  and  1992 — excluciing 
uisitions — totaled    $96  million, 

expenditures  tiirough  1994  will 
mother  $54  million  all  told.  Seal- 
it  has  remodeled  its  Fulton,  N.  Y. 
It,  installed  costly  new  printing 
lipment  and  broken  ground  for  a 
/  $20  million  plant  in  the  Kansas 
y  area. 

lurns  looks  for  a  payoff  from  all  this 
nding.  With  the  over-the-counter 
;d  stock  recently  at  MVs,  or  just  10 
es  his  1994  earnings  estimate, 
•ns  says  it's  a  strong  buy.  (There 
11.1  million  outstanding  shares; 
dersown49%.)  H 
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INTRODUCING 

TWO  NEW 
MEMBERS  OF 
OUR  FAMILY. 


We're  proud  to  announce 
the  arrival  of  a  pair  of 
brand  new  Janus  Funds  - 
and  a  golden  opportunity 
to  get  in  on  the  ground 
floor  of  two  promising 
investments. 

JANUS  MERCURY  FUND  '' 
is  a  nondiversified,  long- 
term  growth  fund.  Its  goal  is 
capital  appreciation,  pri- 
marily through  invest- 
ments in  common  stock. 
Because  the  fund  is  nondi- 
versified, it  will  have  a  higher 
concentration  of  certain 
stocks  in  its  portfolio.  This 
may  give  it  more  volatility, 
but  it  will  also  allow  Janus 
Mercury  Fund  to  take  full 
advantage  of  stocks 
with  outstanding 
growth  potential. 


JANUS  FEDERAL  TAX-EXEMPT 

FUND^'^  is  designed  to 
achieve  as  high  a  level  of 
current  income  as  possible  - 
income  exempt  from  federal 
income  tax  -  while  still  pre- 
serving capital.  It's  ideeil  for 
investors  who  want  con- 
sistent income  and  a  tax 
break,  because  it  invests 
primarily  in  securities  that 
produce  federally  tax- 
exempt  income. 

To  find  out  more  about 
our  growing  family  of  funds, 
call  or  send  in  the  coupon 
today  for  a  prospectus 
containing  more  complete 
information.  Please  read  it 
carefully  before  you  invest. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext433 


Funds  distnbuted  by  Janus  Distribulors,  Inc  Member  NASD, 


YES-  '  would  like  to  know  more  about  Janus  Mercury  Fund 
and  Janus  Federal  Tax-Exempt  Fund! 


Name- 


Address  _ 


I 

^  City/State/Zip  

^^^us  Funds  are  no-ioad  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  433 
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Capture  the  Attention 
of  Influential  and  Responsive 
American  Business  Leaders  in  the 
1993  FORBES  Area  Development  Guide 


T 

JLoday,  it's  more  important  than  ever  to  boost  your  region's  visibility  in  the  business 
marketplace.  If  you'd  like  to  expand  existing  business,  bring  in  new  businesses  or  increase 
investment  dollars,  then  it's  time  for  the  1993  FORBES  Area  Development  Guide.  Take 
advantage  of  this  great  opportunity  to  highlight  your  area's  best  features,  including  key 
location,  educated  workforce,  business  incentive  program,  and  quality  of  life. 

Access  the  Nation's  Leading 
Site-Selection  Decision  Makers 

FORBES'  750,000  subscribers  offer  an 
unsurpassed  concentration  of  top  busi- 
ness executives.  This  key  audience  has 
the  authority  to  recommend  and 
approve  site  selections  for  major  corpo- 
rations nationwide. 

A  High  Visibility  Section  That 
Stimulates  Reader  Response 

This  guide  draws  the  reader's  immedi- 
ate interest  and  attention  with  its  color- 
ful design  and  layout.  You  can  choose 
1/2  or  1/4  page  ad  units  in  either  four- 
color  or  black  &  white.  Readers  can  eas- 
ily request  more  information  with  the 
section's  own  reader  service  card. 

It's  easy  and  affordable  to  participate -don't  miss  out  on  this  opportunity! 


For  more  information  please  call  Linda  Loren  at: 
Phone:  212-620-2440  Fax:  212-620-2472 


Fbrbes 


EDITED  DY  DERO  A.  SAUNDERS 


le  more  things  change . . ." 
I  years  ago  in  Forbes 

OM  THE  ISSUE  OE  Sept.  29,  1923) 

here  are  times  when  the  stock 
rket's  movements  carry  deep,  un- 
lying,  hmdamentaJ  significance. 
;re  are  other  times  when  day-to- 
price  changes  reflect  little  more 
n  the  dog-eat-dog  activities  of  the 
>itues  of  Wall  Street.  The  recent 
irning  of  stock  quotations  does  not 
lear  to  carry  deep  significance." 

CHASSIS  ONLY 

«(rcn  r.  o.  11. 

\JkJ\J  Mint.  Mich. 


:k  prices  in  the  early  1920s  were 
quoted  for  the  chassis  only; 
body  was  extra. 

idge  Elbert  H.  Gary,  president  of 
U.S.  Steel  Corp.,  discussing  prob- 
is  which  have  arisen  in  the  steel 
ustry  as  a  result  of  the  elimination 
:he  twelve -hour  day,  says  existing 
iditions  will  not  permit  a  general 
rease  of  wage  rates,  but  he  points 
that  the  men  whose  hours  of  work 
e  been  reduced  from  twelve  to  ten 
irs  a  day  will  receive  an  increase 
]  10%  of  the  hourly  rate.  Those 
n  whose  hours  were  reduced  from 
;lve  to  eight  received  an  increase 
>5%." 


years  ago 


OM  THE  ISSUE  OF  OCT.  1,  1933) 


"In  recent  years  Mickey  Mouse's 
popularity  has  made  him  so  good  a 
salesman  for  many  manufacturers  of 
children's  goods  that  his  selling  activi- 
ties are  now  breaking  into  two  new 
fields:  merchandise  bought  by  adults, 
and  goods  manufactured  by  Portu- 
guese, Spanish  and  Italian  producers." 

"Henry  Ford  has  no  peer  ainong  in- 
dustrialists in  die  art  of  getting  publici- 
ty. Take  his  latest  coup.  .  .  .  He  spec- 
tacularly announced  that  he  would 
give  employment  to  5,000  ex-service 
men.  Every  newspaper  across  the  con- 
tinent featured  this  'news,'  many  of 
them  on  their  front  page.  .  .  .  More 
concerns  dian  you  could  count  on  the 
fingers  of  bodi  hands  have  increased 
their  working  forces  by  more  than 
5,000  men  ...  yet  their  action  has 
gone  unheralded,  unsung." 

50  years  ago 

(From  THE  ISSUE  OF  Oct.  1,  1943) 
"Washington  officially  reports  that 
employment  fell  400,000  between 
mid-  July  and  mid-August.  That  state- 
ment sounds  astounding — until  it  is 
learned  that  the  decline  occurred  al- 
most wholly  among  workers  under 
20,  of  whom  many  quit  to  resume 
their  schooling." 

"The  Wilmington  (Del.)  Institute 
Free  Library  is  replacing  its  aging 
newspaper  files  with  tiny  rolls  of  spe- 
cially developed  Du  Pont  microfilm. 
The  papers  are  photographed  and 
preserved  in  a  permanent  film  file, 
with  rolls  no  larger  than  a  spool  of 
thread.  Library  patrons  are  supplied 
with  a  handy  reading  machine  that 
screens  the  films  quickly  and  clearly." 


County  fair 
auto  races 
were  what 
first  whetted 
the  farmers' 
interest  in 
the  motor  car, 
despite  the 
awful  roads 
of  that  time. 


25  years  ago 

(From  the  issue  of  Oct.  1 ,  1968) 
"In  staying  with  the  farmer,  Deere 
grew  into  a  billion-dollar  company, 
die  biggest  farm  machinery  maker  in 
the  U.S.  But  now,  for  the  first  time, 
Deere  management  is  looking  beyond 
the  farm.  'We  are  according  construc- 
tion equipment  equal  status  with  farm 
macliinery  in  our  goals,'  says  [chair- 
man] William  A.  Hewitt.  .  .  ." 

"To  transport  crude  from  the  frigid 
Prudhoe  Bay  field  to  U.S.  markets  will 
be  a  costly  undertaking  for  Adantic 
Richfielci  and  Humble.  But  the  stakes 
are  worth  the  gamble:  More  than  a 
half-dozen  other  major  companies  are 
now  at  work  on  the  Arctic  Slope 
searching  for  crude.  .  .  .  Walter  J. 
Hickel,  governor  of  Alaska,  says  the 
area  may  have  40  billion  barrels." 


John  Maynard  Keynes 
was  a  highly  successful 
investor-speculator  in  a 
dangerous  economic  climate. 


10  years  ago 

(From  the  ISSUE  OF  Sept.  26, 1983) 
"Wage  increases  are  running  at  a 
remarkably  low  rate  this  year.  That 
may  be  too  good  to  last,  but  there  is 
little  evidence  of  an  inflationary  bust- 
out.  The  telephone  workers,  for  ex- 
ample, settled  last  month  for  a  16% 
increase  over  three  years." 

"The  complexity  of  hitting  is  why 

baseball,  of  all  sports,  rewards  relative 
failure  so  well.  An  NFL  quarterback 
who  hit  his  receiver  less  than  50%  of 
the  time  or  an  NBA  center  who  sank 
fewer  than  half  his  baskets  would  soon 
be  training  as  a  stockbroker  or  selling 
beer.  But  baseball  rewards  .300  hit- 
ters— failure  rates  of  70% — with  enor- 
mous contracts."  ■ 
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Spcakiriff  of  birthdays,  our 
firstborn  [recently]  turned 
21.  As  parents  sometimes 
fondly  do,  we  reminisced  a 
bit  aboict  his  early  days 
on  earth — the  excitement, 
the  wonder,  the  fears  when 
we  brouriht  him  home.  His 
every  squeak  or  squawk  we 
were  sure  heralded  some 
terrible  crisis;  I  tested 
the  warmth  of  formulas 
from  dusk  to  dawn,  it 
seemed.  We  were  so^ferm- 
conscious  my  wife  even  steril- 
ized the  skin  of  the  oran£ies 
before  squeezinjj  them.  How 
firstborns  ever  survive  their 
parents'  attentions  is 
beyond  me.  However,  they 
do,  and  he  did,  and,  in  spite 
of  our  efforts,  he  turned 
out  to  be  quite  a^ood ^uy. 

-Malcolm  Forbes 


A  Text... 

Is  not  this  the  fast 
that  I  have  chosen? 
to  break  the  bands  of 
wickedness,  to  undo 
the  heavy  burdens,  and 
to  let  the  oppressed  go 
free,  and  that  ye  break 
every  yoke? 
Isaiah  58:6 


Sent  in  by  Robert  E.  Burnside, 
San  Antonio,  Tex.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


It  is  as  if  all  America 
were  but  a  giant  workshop, 
over  the  entrance  of  which 
is  the  blazing  inscription, 
"No  admission  here,  except 
on  business.'" 
-F.J.  Grund{1837) 

In  America  nature  is 
autocratic,  saying,  "I  am  not 
arguing,  I  am  telling  you." 

-Er]k  H.  Erikson 

Whatever  America  hopes  to 
bring  to  pass  in  the  world 
must  first  happen  in  the 
heart  of  America.  More  than 
escape  from  death,  it  is  a  way 
of  life.  More  than  a  haven 
for  the  weary,  it  is  a  hope 
for  the  brave. 
-DwiGHT  D.  Elsenhower 

We  don't  know  what  we  want, 
but  we  are  ready  to  bite 
somebody  to  get  it. 
-Will  Rogers 
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We  are  called  the  nation  of 
inventors.  And  we  are.  We 
could  still  claim  that  tide 
and  wear  its  loftiest  honors 
if  we  had  stopped  with  the 
first  thing  we  ever  invented, 
which  was  human  liberty. 
-Mark  Twain 

In  the  old  days,  every'thing 
was  private.  There  were 
private  houses  and  private 
parties  and  private  yachts 
and  private  railroad  cars 
and  private  eveiy thing. 
Now  everything  is  public — 
even  one's  private  life. 
-Mrs.  G.  Ale.xander  McKinlock 


IVIore  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $69.50  ($27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $27.50.  Send 
check  and  order  tO:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  w^here  applicable. 


Always  the  path  of  American 
destiny  has  been  into  the 
unknown.  Always  there  arose 
enough  reserves  of 
strength,  balances  of  sanit}', 
portions  of  wisdom  to  carry 
the  nation  through  to  a 
fresh  start  with  ever- 
renewing  vitality. 
-Carl  Sandburg 

When  American  life  is  most 
American  it  is  apt  to  be 
most  theatrical. 

-K\lph  Ellison 

Those  tragic  comedians,  the 
Chamber  of  Commerce  red 
hunters,  the  Women's  Christian 
Temperance  Union  smellers, 
the  censors  of  books,  the 
Klan  regulators,  the 
Methodist  prov/lers,  the 
Baptist  guardians  of  sacred 
vessels — we  have  the  national 
mentality  of  a  police 
lieutenant. 
-H.L.  Mencken 

I  tremble  for  my  country  when 
I  reflect  that  God  is  just. 

-Thomas  Jefferson 

America  is  the  only  nation 
in  history  which  miraculously 
has  gone  directly  from 
barbarism  to  degeneration 
without  the  usual  interval 
of  civilization. 
-Georges  Clemenceau 

The  moving  van  is  a  symbol  of 
more  than  our  resdessness, 
it  is  the  most  conclusive 
evidence  possible  of 
our  progress. 
-Louis  Kronenberger 

The  making  of  an  American  | 

begins  at  that  point  where 

he  himself  rejects  all  other 

ties,  any  other  history,  and 

himself  adopts  the  vesture 

of  his  adopted  land. 

-James  Baldwin 
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VISIT   OUR   NEW   lOSEPH   ABBOLID  SHOP 


lOSEPH  ABBOllD  R  F.  P  R  F  S  F  NT  AT  I V  E  S  |OIN  Us  IN  His  SHOP  TO  HOST  A  FALL  '95  TRUNK  SHOW. 
Fridoy-Sunday,  October  lst-3rd,  from  12:00-6:00p.ni.  in  New  York.  For  on  appointment  and  personalized  assistance,  call  212-705-2926  or  'At  His  Service',  212-705-3030. 
Bloomingdale's  will  donate  10%  of  the  total  sales  made  from  the  Joseph  Abboud  Trunk  Show  to  the  Amercan  Red  Cross  Disaster  Relief  Fund. 


The  fine  line  between  sculpture  and  engineering. 


CONCORD  m  SARATOGA 


Solid  18  karat  gold  and  brushed  stainless  steel,  precision-tested  quattz  movement,  watet-resistant  to  99  feet,  hand-finished  with  a  diamond-polished  sapphite  crystal 

FELDMAR  WATCH  COMPANY  SMART  JEWELERS  TOURNEAU 

Los  Angeles,  CA  (215)  272-1195  Lincolnwood,  IL  (708)  673-6000         New  York/Palm  Beach/'Bal  Harbour/Costa  Mesa  1-800-348-3331 


m  y^ateur, 

avant  garde, 
dynamique. 

pierre  cardin 

est  le  symbole  de 

r  elegance, 
la  modernite, 

la  diversite." 


The  mystique  of  France.  The  energy  of  America 
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The  Best  Gun 
Shop  In  The  World 

And  it's  in  Kitten  Pt.,  Ma  me. 
Page  103 


Thin  &  Now 


A  gross  of /anions  men. 
Page  112 

All  Of  The  Best 
And  None  Of  The 
Worst  Of  Santa  Fe 

•  •  •  •  • 
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Bruce  McCall  reflects  on  the  greatest 
private  undersea  craft. 
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Pitchmen  we'd  like  to  see. 
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The  Cream  Of 
The  Mail-Order 
Catalogues 


Raising  (and  replacing)  cane, 
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Introducing 
Authentic  Chino  and  Denim. 


Dockers  reintroduces  the  original 


ideas,  the  timeless  styles.  Like  our 


Authentic  Chinos  and  Authentic 


Denim  Shirt.  A  generation  ago  they 


made  the  transition  from  military 


uniform   to   civilian  uniform. 


Now  softer  and  looser  fitting, 


they're  a  very  agreeable  step 


back  to  a  more  authentic  time. 


Dockers  Authentics.  Something 


new  that's  been  there  all  alont 


O     C     K  E 


7'  H  E  N  T  ^  ^ 


For  yotir  free  copy  of 
The  Dockers  An  I  li  c  ii  { i  c  s  Book,  vol.  I, 
call  1-800-441-8222.  e.xl.  300. 
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GEORGIA:    /  finally  went  out  to  dinner 
with  hinx  last  ni^iJjt. 

JACKIE:   Just  the  two  of  you?  JVhere 
J  id  vou  (fo  ? 

GEORGIA:    Mario  s. 

JACKIE:    Mario  s?  The  food  is  terrible. 
GEORGIA:    /  didn't  notice.  I  dont 
really  even  know  what  I  ate. 
JACKIE:  Really? 
GEORGIA:    You  should  have  seen  him.  He  was  so  sweet.  He  spilled  his 
wine  all  over  my  dre  ss . 
JACKIE:  AdoraUe. 

GEORGIA:    And  th  en  when  he  reac  hed  over  to  ^ive  me  his  napkin, 
he  knocked  over  his  water  ^Icjss. 
JACKIE:  Hilarious. 

GEORGIA:     Well,  it  was.    Ti^e  couldn't  stop  la  u^hin^.    Tp^e  just  had 
to  get  out  of  there.    Ti^e  laughed  all  the  way  hack  to  my  p  lace. 
JACKIE:     Your  place? 

GEORGIA:    Well,  I  was  soaked.  And  lyesides... 
JACKIE:  Besides. 

GEORGIA:    Did  vou  ever  notice  how  ^ood  he  smells? 
JACKIE:    Frankly,  no. 

GEORGIA:    He  wears  the  most  wonderful  cologne. 
JACKIE:    Dare  I  ask  what  it  is? 
GEORGIA:    Well,  it  comes  in  a  hox  with  dots. 
JACKIE:  Dots? 
GEORGIA:  Dots. 

JACKIE:    So.  N  oil'  we're  lack  at  vour  place ..  . 
GEORGIA:  Jackie,  how's  your  mother? 
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Dear  FYI, 

Me  and  Reback  wrote  to  Presi- 
dent Bush  last  spring  invitin'  him  to 
come  on  out  now  that  he  ain't  so 
busy  and  can't  invade  nothin'  to  do  a 
little  fishin'  but  we  never  heard 
back.  We  done  thanked  him  for  our 
Presidential  Pardons  he  gave  us  a 
couple  years  ago — them  fellers  what 
wrote  our  Constitution  was  extreme- 
ly smart  fellers  even  for  white  males, 
we  said,  because  without  them  Pres- 
idential Pardons  we  wouldn't  have 
no  two-party  democracy  at  all,  since 
the  pore  Republicans  is  so  unfairly 
dumb.  We  added  that  we  voted  for 
Theodore  Roosevelt  just  like 
always  as  he  was  the  last  politician 
we  understood,  no  hard  feelins. 
Well,  anyway,  you  see  him  you  give 
him  our  best. 

Few  days  ago  I  wandered  into  the 
Mint  of  an  evening  and  of  course 
Reback  was  sittin'  there  under  our 
moosehead,  had  a  face  on  him  that 
would  sour  ice  cream  in  a  minute. 
Little  tendrils  of  gloom  dribbled 
smokelike  out  his  ears.  He  was  glar- 
ing down  at  the  newspaper  like  it 
had  just  asked  him  to  borry  money 
or  something. 

I  fetched  a  couple  portions — 
adult-sized — of  Wally  Water  and  sat 
down  with  him,  waiting  fer  the 
explosion. 

"Ya  know,"  says  Reback,  "I  am 
full  of  the  worry.  We  had  us  a  nice, 
predictable  government  of  equal 
parts  greed  and  stupidity,  and  now 
we  got  one  that  means  well.  I  am 
plum  terrified." 

I  nodded,  having  noticed  in  life 
that  I  have  never  had  an  enemy  do 
much  of  anything  bad  to  me,  but  my 
friends — I  have  only  survived  due  to 
a  supply  of  very  slick  glands. 

"Further,"  says  Reback,  "it  seems 
that  the  better  half  of  the  Hominy 
Rhythm  Boys  is  to  come  here  and 
speechify  on  the  environment  and 
especially  what  a  neat  idea  it  is  to 
bring  back  the  wolves.  I  am  of  this 
here  West,  and  I  kinda  take  excep- 
tion to  it  being  made  over  into  a 
theme  park." 

"Why  is  Prince  Albert  the  better 
half.'^"  I  says. 


"As  vice  president  he  cannot  do 
very  much,"  says  Reback,  "and  I  am 
always  in  favor  of  Government  not 
doing  very  much." 

Hard  to  put  a  foot  in  a  shut 
mouth,  you  bet. 

Reback's  a  kind  of  slow  reader 
and  his  eyes  done  limped  along  the 
type  of  the  article  on  Prince  Albert's 
coming  speech  till  they  stopped 
dead,  bugged  out,  crossed,  extended 
on  stalks,  retracted,  rotated  some, 
and  then  looked  at  me  with  that  look 
Reback  gets  when  he  is  gonna  kill 
someone  so  dead  their  momma 
won't  never  remember  she  had  'em. 

"It  says  here  after  his  speech  he  is 
gonna  press  a  button  and  elec-troni- 
cally  release  a  dozen  wolves  up  in 
the  Park,"  says  Reback. 

Yellowstone  Park  is  in  the  moun- 
tains. There  isn't  much  for  a  wolf  to 
eat  in  the  mountains.  There  is  a  lot 
to  eat  down  on  the  plains,  like  cows. 
This  simple  equation  is  something 
of  a  sore  point  with  the  ranchers. 

"OK,"  says  Reback,  "let  Prince 


Albert  suck  up  to  the  flatlander  envi- 
ro-dweebs.  I  got  an  idea." 

Now,  a  Montanan  has  but  one 
curse  so  awful  they  use  it  thrifty. 
Flatlander.  It  signifies  someone  who 
lives  in  a  hole  in  the  ground,  as  in 
down  there.  Enviro-dweebs  is  a  pest 
species  of  outlandish  flatlander 
crawled  up  here  to  raise  the  political 
consciousness  of  ground  squirrels. 
Flatlander  enviro-dweebs  live  in 
solar-heated  burrows  and  they  is 
considered  just  as  slightly  as  used 
gum  in  a  punchbowl. 

To  make  the  very  evening  perfect 
who  comes  through  the  door  but 
Elwood  "Splat"  Furple,  a  highly 
decorated  Park  Service  Ranger  (with 
Smokey  Bear  hat'n'all)  who  got  his 
nickname  for  dropping  grizzlies  he 
was  supposed  to  be  relocating  from  a 
height  sufficient  to  end  fore\'er  the 
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Reback  was  glaring  down  at  the  newspaper  like  it  had  just  asked  him  to  borry  money. 


possibility  tiicy  might  cat  a  tourist. 

"Hey,  Splat!"  yells  Reback. 
"Nice  to  know  that  yer  on  the  job. 
Do  I  now  got  to  worry  about  dodging 
wolves  you  drop  from  your  damn 
helicopter  as  well  as  the  rain  and 
hail,  in  the  back  country.?  Splat! 
Speak  to  me.  Splat!" 

Splat  fled.  He  does  not  like  to  be 
called  "Splat."  He  does  not  like 
Reback,  and  I  don't  think  he'd  pour 
water  in  my  ear  if  my  brain  was  on 
fire.  He  keeps  getting  lost  up  there 
and  we  keep  finding  him,  and  mak- 
ing a  rude  joke  of  it  all. 

"What  we  need  to  do  now,  what 
with  Prince  Albert  here  this  Saturday, 
is  find  a  couple  concerned  local  citi- 
zens," says  Reback,  "who  is  willing  to 
risk  imprisonment  for  principle." 


These  two  concerned  citizens  was 
found,  explained  to,  said  yup,  sad- 
dled up,  and  I  swear  to  you  I  heard 
all  this  in  a  mysterious  phone  call 
and  I  do  not  have  any  idea  whose 
\  oice  it  was.  Honest. 

On  the  Thursday  before  Prince 
Albert  was  to  speak  and  press  his 
button  and  re-establish  the  noble 
wolf  to  its  ancestral  range  where  it 
never  was  numerous,  complaints  was 
logged  in  by  the  county  sheriff  by 
poodle  owners  whose  poodles  sud- 
denly went  missing. 

Packer  Ben  was  awakened  from 
his  slumbers  Friday  morning  late — 
he  lives  about  three  feet  outside  the 
Park — by  two  characters  who  had 
their  hats  pulled  down  low,  their 
kerchiefs  pulled  up  high,  and  pistols 


of  uncommonly  large 
bore  pointed  at  hi^ 
vitals.  He  w  a  , 
asked  to,  and  ver\ 
politely,  hang  six 
rWHr  j  sacks  which  yelped  Uj 
'  lot  on  three  of  his 
mules  and  tie  'em 
down  very  good. 

"Then  them  boys 
give  me  a  two-gallon 
jug  of  Wa  1 1  y  Water 
and  held  them  guns 
on  me  till  I  drank  it," 
said  Packer  Ben  later, 
"and  I  don't  remem- 
ber a  thang." 

At  dawn  on  Satur- 
day Splat  Furple  was 
guarding  the  wolf 
cages  the  Park  Ser- 
vices so  cunningly  hid 
in  the  same  damn 
place  the  Park  Service 
released  the  wolves 
from  the  last  six  times 
without  benefit  of 
Prince  Albert's  fore- 
finger. It  being  highly 
secret.  Splat  Furple 
was  the  sole  and 
only  guard. 

The  two  bandits  got 
the  drop  on  poor  Splat, 
cruelly  marched  him 
off  a  hundred  yards  into 
the  trees,  told  him  to 
close  his  eyes  and  count  to  a  hundred, 
and  when  he  opened  his  eyes  they 
was  gone  and  then  he  was  so  lost  he 
wasn't  found  till  the  film  rights  got  to 
half  a  million.  (You  can't  win.) 

By  the  time  Prince  Albert  was 
done  speaking  strengthfully  upon 
the  environment,  the  whales,  the 
noble  wolf,  and  the  high  and  piping 
cries  of  the  flatlander  enviro-dweebs 
died  off,  the  wolf  cages  was  stuffed 
with  an  odd  lot  of  poodles,  the 
wolves  had  flat  disappeared,  and 
them  two  mysterious  strangers  had 
vanished  into  legend. 

So  that  voice  I  know  not  said  in  a 
telephone  call,  anyway. 

Sunday  afternoons  Reback  and 
me  generally  go  to  the  Stockman  for 
a  nice  slab  of  prime  rib,  all  rare  and 
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Packer  Ben  was  awakened  by  two  characters  who  had 
pistols  of  uncommonly  large  bore  pointed  at  his  vitals. 


swimming  in  juices,  and  we  was 
there  busily  clogging  our  arteries 
when  who  should  come  through  the 
door  but  the  Sheriff.  He  looked  at  us 
some.  He  come  on  over. 

We  ordered  him  a  ditchwater 
highball. 


By  the  time  Prince  Albert  was  done  speaking. ..the 
wolf  cages  was  stuffed  with  an  odd  lot  of  poodles. 


The  Sheriff  drank  it.  He  looked 
at  us. 

"Did  you  know  that  Splat  Furple 
is  lost.^"  he  says. 

"Want  us  to  go  get  him.'^'"  says 
Reback. 

"I  think  not,"  says  the  Sheriff. 

"I  had  a  couple 
questions  for  you 
two  but  I  think  on 
it  it  ain't  no  use 
anyway." 

"Always  ready  to 
help,"  I  says. 

"The  Park  Ser- 
vice is  missing 
twelve  head  of  wolf," 
says  the  Sheriff, 
"And  I  got  a  dozen 
old  maids  of  both 
sexes  missing  twelve 
head  of  poodle." 

"My,  my,"  says 
Reback. 

"The  Park  Ser- 
vice has  twelve  head 
of  poodle  which  it 
does  not  want."  says 
the  Sheriff. 


"Mean  of  them  to  steal  them  poo- 
dles," says  Reback,  "I  never  did 
trust  the  Park  Service." 

The  Sheriff  finished  his  drink,| 
nodded,  got  up,  and  went  out. 

Reback  and  me  finished  our  beef! 
and  went  back  to  the  Mint  and  had  a 
bunch  of  Wally  Water,  and  the  night 
come  down.  A  good  clear  night,  it 
was,  here  in  the  fall.  I  could  see  the 
Milky  Way  high  overhead. 

Some  Indians  say  that  the  Milky 
Way  is  the  Star  Trail,  and  when 
you  die  you  will  ride  it,  to  find  tall 
grass,  deep  springs  and  all  you  ever 
loved  there  at  the  end  of  it,  even 
your  enemies.  And  a  good  enemy 
is  better  than  a  bad  friend,  as  you 
well  know. 

So  I  rolled  a  smoke  and  lit  it. 
And  I  looked  up.  And  I  took  off 
my  hat. 

And  I  waved  to  the  wolves  in 
the  sky. 

Yours, 
Coyote  Jack 

Covo'i  K  Jac:k  writes  novels  and  such 
under  the  name  of  ''Peter  Bowen. " 
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Titleist  vs.  Maxfli: 
is  tKere  really  a 

difference 
between  balls? 


By  Jamks  Y.  Bari  le  i  t 


Consider  the  lowly  ^olt' hall. 
'Despite  the  innocence  ot  its  hopeful 
whiteness,  we  spend  our  summers 
bruising  it  af!;ainst  the  limbs  of  trees, 
scLjffinjj;  it  off  cart  paths,  cuttinj; 
mean  little  smiles  into  it  with  cold- 
topped  three-irons  and,  worst  of  all, 
subjectinji;  it  to  drowninf;,  or  attempts 
thereof,  three  or  four  times  a  roimd. 

A  f^olf  ball  sells  for  around  two  dol- 
lars these  days,  a  paltry  sum  com- 
pared with  the  cost  of  clubs  or  shoes 
or  cashmere  sleeveless  sweaters  or  the 
cost  of  joininf^  a  fancy  country  club. 
And  yet,  I  will  go  though  around  five 
dozen  balls  a  year.  And  so  will  you. 


And  so  will  all  the  golfers  I  know  and 
you  know,  which  is  about  all  of  the  20 
million  or  so  regular  golfers. 

In  other  words,  there  are  an  awful 
lot  of  dollars  being  expended  on  the 
lowly  golf  ball,  which  begins  to 
explain  why  some  rather  large  dollars 
are  being  thrown  at  some  PGA  Tour 
pros  in  the  hopes  they  will  strike  one 
company's  pellet  over  another. 

Titleist  has  been  king  of  the  hill 
since  the  late  '4()s,  both  on  the  pro- 
fessional tours  and  in  country  club 
pro  shops.  According  to  Titleist  pres- 
ident Wally  IHhlein,  the  company 
annually  sells  some  14  million  do/en 
balls  worldwide,  grossing  a  tidy  $200 
million.  "After  World  War  II,  we  saw 
the  PGA  Tour  as  a  vehicle  to  credibi- 
lize  our  position  as  the  number  one 
ball  in  the  world,"  he  says. 

Actually,  what  Titleist  did  was 
usurp  the  position,  in  the  public's 
eye,  of  being  the  maker  of  the  golf 
ball  that  the  pros  play.  Of  course  you 
and  I  can  buy  the  same  ball  at  our 
local  pro  shop,  and  whether  a  Titleist 
is  really  any  better  than  a  rock  is 
beside  the  point.  Thanks  to  decades 
of  savvy  marketing,  it  has  an  undeni- 
able cachet  as  a  ball  for  better  players. 

That  has  left  all  the  other  makers 
of  golf  balls  to  fight  over  the  scraps, 


w  hicii  are  the  millions  of  us  hackers, 
choppers  and  toppers  who  destroy 
and  lose  balls  by  the  billions  every 
summer.  Thus  the  success  of  compa- 
nies like  Wilson,  Spalding,  Hogan, 
Ram,  Bridgestone  and  others  who 
have  come  to  market  with  balls  that 
they  claim  will  tly  farther,  straighter, 
have  more  dimples,  have  less  dim- 
ples, have  more  complex,  geometri- 
cally arranged  dimples,  last  longer, 
etc.,  etc.  Of  course,  Titleist  has  not 
ignored  the  hacker  market  any  more 
than  the  other  companies  abandoned 
the  pro  tours  and  the  better  players, 
but  marketing  has  blurred  the  bound- 
ary between  image  and  reality. 

And  then  Maxfli  came 
along.  A  division  of  Dunlop, 
the  British  maker  of  tires,  the 
company  became  the  leading 
maker  of  balls  on  the  continent. 
Even  James  Bond  deployed  a 
Dunlop  7  in  his  famous  match 
with  Goldfinger.  Known  as  Maxfli  in 
the  United  States,  the  company 
developed  a  series  of  "tour  balls" 
designed  to  take  Titleist  on  in  the 
contest  for  better  players.  The  latest 
in  that  series  is  the  Maxfli  HT,  made 
at  a  Dunlop  plant  in  Japan,  and 
played  by  dozens  of  touring  pros 
around  the  world. 

And,  with  the  introduction  of  the 
Maxfli  HT,  a  ball  nearly  identical  in 
performance  to  the  Titleist  tour 
balls,  Dunlop  was  ready  to  take  on 
the  Big  Guys.  Titleist's  marketing 
claim  to  be  "the  Number  One  ball  in 
golf"  is  backed  up  by  the  surveys 
done  by  an  independent  company  on 
the  first  tee  at  every  PGA  tour  event, 
among  others.  Tournament  after 
tournament,  week  after  week, 
Titleist  is  played  by  more  pros  than 
any  other  ball. 

But  at  the  1987  British  Open  at 
Muirfield,  "We  almost  beat  them  in 
the  ball  count,"  chortled  Joe  Moses, 
one  of  Maxfli's  tour  representatives. 

Tasting  blood,  Maxfli  upped  the 
ante.  Until  the  last  three  years,  tour- 
ing pros  were  paid  by  golf  ball  mak- 
ers in  a  "pool"  system.  Basically,  all 
those  who  played  the  Titleist  ball 
competed  in  a  tournament-within- 
the-tournament  every  week,  with 
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pay-outs  aligned  to  one's  finish  com- 
pared to  all  the  other  Titleist  play- 
ers. A  top  ten  finish,  for  instance, 
would  be  worth  an  extra  thousand  or 
two  dollars,  while  a  tournament  win 
usually  meant  a  bonus  check  of 
around  $10,000. 

First,  Maxfli  began  pumping  lots 
more  cash  into  its  pool  payouts.  Tak- 
ing note  of  this  opportunity  to  add  to 
the  bottom  line,  a  few  pros  came  over 
to  the  Maxfli  ball.  Then,  three  years 
ago,  Maxfli  totally  upset  the  apple 
cart  by  awarding  individual  endorse- 
ment contracts  for  those  who  would 
play  the  HT  ball.  Big  contracts.  The 
trickle  of  defections  from  Titleist 
became  a  tidal  wave.  Players 
like  Greg  Norman  and  Fred 
Couples  headed  a  list  of  more 
than  a  dozen  "names"  who 
signed  endorsement  contracts 
with  Maxfli;  while  other  nota- 
bles— Curtis  Strange,  Jack 
Nicklaus  and  Arnold  Palmer, 
for  instance — began  to  play  the 
ball  either  because  they  liked 
it,  or  they  liked  the  extra  pool 
money  Maxfli  was  shelling  out. 
In  Europe,  Dunlop  signed 
Seve  Ballesteros,  Ian  Woos- 
nam,  Sandy  Lyle  and  others. 

Titleist  watched  all  this  for 
a  year  or  two  before  deciding 
last  fall,  as  Uihlein  said,  to 
"stand  and  deliver."  What 
Titleist  did  was  open  up  its 
pocketbook  and  begin  hand- 
ing out  some  of  its  cash.  One 
of  the  first  pros  to  come  back 
to  the  Titleist  fold  was  Curtis 
Strange.  How  much  did  he  get.-^ 

"To  sign  someone  who  won  two 
U.S.  Opens  using  the  Maxfli  ball, 
there  were  obviously  some  large 
financial  considerations  at  work," 
said  Hughes  Norton,  Strange's  agent 
at  International  Management  Group. 
Oh,  well  put,  sir!  Despite  that  artful 
dodge,  locker  room  gossip  on  tour 
says  Curtis's  ball  contract  is  in  the 
mid-six-figure  range. 

Some  people  in  golf  circles — and 
Jack  Nicklaus  is  one — have  pro- 
posed that  all  competitors  in  a  pro- 
fessional golf  tournament  should  be 
made  to  play  with  the  same  kind  of 


ball.  The  theory  goes  that  with  the 
uniform  specifications  of  the  generic 
"tour  ball,"  all  technological  advan- 
tages— real  or  imagined — would  be 
eliminated,  and  the  winner  would  be 
identified  as  the  one  who  could  truly 
golf  his  ball. 

Frank  Thomas,  the  technical 
director  of  the  U.S.  Golf  Association, 
whose  job  it  is  to  test  and  regulate 
the  performance  characteristics  of 
balls  and  clubs,  sniffs  at  the  idea. 
"With  the  differences  between  the 
Titleist  and  the  Maxfli  balata  balls 
being  virtually  negligible,  and  since 
most  of  the  players  on  the  PGA  Tour 
are  using  one  or  the  other,  you  could 


on  the  beach,  someone  back  in  the 
15th  century  invented  the  featherie. 
This  was  a  piece  of  tanned  hide 
stuffed  with  feathers  and  painted 
white  for  better  visibility.  It's  hard 
for  us  today  to  imagine  that  such  a 
contraption  would  work  at  all,  but  it 
was  the  ball  of  choice  for  the  better 
part  of  400  years. 

In  1845,  a  young  student  at  the 
University  of  St.  Andrews  who 
couldn't  afford  a  featherie  (the  first 
recorded  sale  of  a  ball  was  in  1452, 
priced  at  10  shillings,  comparable  to 
around  $5  today)  experimented  with 
making  a  different 
kind  of  ball.  Find- 


Shootout  at  the  Sandtrap  Saloon: 
some  major  marketing  dollars  are  involved. 


say  they  already  are  playing  with  one 
ball,"  he  said. 

The  sound  you  just  heard  is  the 
marketing  departments  at  Titleist 
and  Maxfli  running  for  the  ulcer 
medicine.  Because  their  job  is  to 
convince  us  all  that  there  really  are 
differences  between  balls.  And 
while  these  days  the  biggest  differ- 
ence may  well  be  the  name  painted 
on  the  outside,  it  wasn't  always  thus. 
Indeed,  the  story  of  the  golf  ball  is  a 
story  of  constantly  improving  tech- 
nologies. 

Once  the  Scottish  shepherds  of 
old  stopped  whacking  rocks  around 


ing  some  dry  gum  packing  material 
lying  around,  he  melted  it  and  mold- 
ed it  into  the  world's  first  gutta  per- 
cha  ball.  (Gutta  percha  is  a  resinous 
latex  derived  from  the  rubber  trees 
in  Malaysia  and  other  parts  of  the 
Empire).  His  gutta  only  lasted  about 
two  holes  before  exploding.  The  stu- 
dent began  experimenting,  a  few 
years  later  he  and  his  brother  patent- 
ed a  formula,  and  the  gutta  percha, 
more  durable  and  longer-flying, 
replaced  the  featherie. 

Only  50  years  later,  another  wily 
Scot,  Coburn  Haskell,  came  up  with 
a  better  mousetrap.  He  wound  elas- 
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THESE  DAYS,  you 

never  know.  Is  the 
sport  coat  a  CEO  or 
a  new-minted  MBA? 
Is  that  the  software 
king  in  the  baggy 
pants  or  a  corporate 
VP  in  Friday  trim? 
Success  today  is 
often  out  of  uni- 
form, but  wears  the 
same  label  it  has  for 
175  years.  (Washed 
twill  shirt,  $48. 
Cashmere  turtleneck, 
$295.  Camel-hair 
sport  coat,  $395.  ) 


MONTBLANC  LIMITED  EDITION  WRITING  INSTRUMENTS 


GETTING  YOUR  HANDS  ON  THE  LATEST  AGATHA  CHRISTIE 

COULD  BE  MURDER.    :  ^:    ,    .    .-  :  . 


It's  not  often  that  a  pen  becomes  a  collector's  item  the  very  moment  it's  introduced.  But  if  the  previous 
Montblanc  limited  editions  are  any  indication,  the  nev^^  Agatha  Christie  is  destined  to  become  a  timeless  classic. 

Inspired  by  the  Montblanc  de  la  Culture  Foundation,  an  intemational  promoter  of  arts  and  culture,  the  Agatha 
Christie  Limited  Edition  honors  one  of  the  most  widely  published  writers  of  our  time.  Each  writing  instrument  is 
modeled  after  a  Montblanc  design  from  the  1920's.  A  mysterious  sterling  silver  snake  serves  as  a  clip,  complete  with 
eyes  made  from  genuine  rubies.  And  for  a  distinctive  touch,  the  casing  is  engraved  with  the  author's  own  signature. 

In  addition  to  a  small  number  of  fountain  pens  and  ballpoints,  only  7,000  collector's  sets  will  be  available 
worldwide.  Each  set  is  individually  numbered,  includes  a  fountain  pen,  ballpoint  and  pencil,  and  is  sold  exclusively 
at  Montblanc  Authorized  Retailers.  So  visit  one  soon  and  ask  about  the  additional  complimentary  services  offered. 
After  all,  it  would  be  a  crime  to  let  this  opportunity  pass  you  by. 

MONT*^ 
BLANC 

THE   ART  OF  WRITING 

Neiman  Marcus     BERGDORF  GOODMAN 


For  more  infomiation  call  800-995-4810 


tic  threads  into  a  ball,  covered  it  with 
gutta  percha  and  smoothed  the  ball's 
cover  into  shape.  Haskell's  ball  went 
20  to  50  yards  further  than  the  guttas 
of  the  day,  and  putted  truer  as  well. 

However,  accuracy  was  a  prob- 
lem. The  golfers  at  the  turn  of  the 
century  would  smooth  out  their 
balls'  covers  each  morning  before 
the  round.  But  a  smooth  surface  was 
subject  to  dire  effects  of  imparted 
spin  and  harsh  winds.  Nobody 
knows  who  the  lazy  golfer  was  who 
first  hit  an  unsmoothed  Haskell  ball, 
but  soon  everyone  else 
was,  simply  because  the 
rough-surfaced  balls 
flew  on  a  straighter  line. 

During  golf's  first 
modern-day  boom,  from 
the  turn  of  the  century 
until  the  Depression, 
ball  technology,  and 
gimmickry,  were  ram- 
pant. Manufacturers 
made  balls  with  all  kinds 
of  interesting  core  mate- 
rial: rubber,  gum,  cork, 
steel,  celluloid,  glycerin, 
castor  oil,  honey,  mer- 
cury and  everything  else 
up  to  and  just  about 
including  eye  of  newt. 

Such  nonsense  has 
continued  in  the  post- 
war era.  The  U.S.  GoH  ^' 
Association  has  an' 
approved  ball  list  which 
includes  over  1,000 
brands.  These  days, 
however,  most  of  the  dif- 
ferences between  balls  are  cosmetic. 

Golf  balls  can  be  lumped  into  one 
of  two  categories:  two-piece  or  three- 
piece.  Three-piece  balls  have  a 
small,  liquid  or  solid  rubber  core, 
wrapped  in  layers  of  wound  rubber 
threads  and  covered.  Most  three- 
piece  balls  are  covered  in  a  "soft" 
material  such  as  balata,  a  synthetic 
substance.  Soft  balls  usually  deliver 
higher  spin  rates,  which  means  they 
can  be  thrown  like  darts  at  the  pin  by 
better  players. 

Two-piece  balls  are  made  with  a 
single  solid  sphere,  usually  a  hard 
plastic,  enclosed  in  the  ball's  cover. 


These  "hard"  balls  are  covered  in 
either  Surlyn,  a  specialty  plastic  pro- 
prietary to  the  Du  Pont  company,  or 
a  similar  kind  of  material.  These 
balls  may  be  harder  to  spin,  and  thus 
control  around  the  green,  but  they 
are  far  more  durable  and  often  will 
provide  a  bit  more  distance. 

Ah,  distance.  Every  golfer's 
dream,  and  the  one  element  of  golf 
ball  performance  that  has  purists 
worrying  about  the  future  of  the 
game  itself.  Long  John  Daly  is  ably 
demonstrati  ng 


'Indeed,  the  story  of  the  golf  ball  is  a  story 
of  constantly  improving  technology." 

these  days  what  today's  golf  courses 
would  be  like  if  everyone  could  hit 
the  ball  350  yards  off  the  tee.  And, 
says  one  ball  manufacturer  who 
doesn't  want  to  be  identified,  "We 
could  make  a  ball  like  that  today, 
no  problem." 

Said  a  former  PGA  Tour  pro, 
"There's  no  question  today's  ball  is 
far  superior  to  the  past.  First  of  all, 
it's  straighter:  I've  noticed  that  when 
I  deliberately  try  to  work  the  ball  left 
or  right,  today's  balls  don't  move  as 
much.  And  then  there's  distance.  In 
college,  I  could  hit  my  seven-iron 
150  yards.  Today,  20  years  later,  I 


can  hit  it  165  yards.  Am  I  getting 
stronger  as  I  get  older.^  No  way." 

The  U.S.G.A.'s  Frank  Thomas 
begs  to  differ.  He  has  conducted  a 
careful  statistical  survey  on  golf  ball 
performance  over  the  years,  and 
learned  that  while  there  is  a  slight 
increase  in  distance,  it's  not  a  signif- 
icant one.  Back  in  1968,  for  instance, 
the  average  driving  length  of  the 
winners  of  PGA  Tour  events  was 
276.0  yards.  In  1992,  it  was  283.4 
yards,  an  increase  of  just  7.4  yards. 
In  1968,  winners  hit  80%  of  their 
fairways.  In  1992,  they 
hit  82.3%. 

"Since  1975,  we've 
maintained  the  overall 
distance  standard  with 
the  regulations  on  ini- 
tial velocity,  which,  of 
course,  has  to  do  with 
the  coefficient  of  resti- 
tution," Thomas  said. 

Of  course.  But  his 
point  is  valid:  if  today's 
golf  ball  is  hotter,  it 
should  show  up  in  lower 
scores  and  longer  dis- 
tances, and  it  doesn't. 
Besides,  as  Thomas 
points  out,  these  days 
fairways  are  better  man- 
icured and  golfers  are 
in  better  athletic  shape. 
All  of  which  may  be 
better  explanations  for 
that  extra  7.4  yards  than 
a  supposedly  hot  ball. 

Coefficient  of  resti- 
tution notwithstand- 
ing, I  think  we  ought  to  put  a  blind- 
folded Jack  Nicklaus  on  a  practice 
tee  and  let  him  try  to  guess  if  he  is 
hitting  a  Titleist  or  a  Maxfli. 

I'll  bet  he  can't  tell  the  differ- 
ence, in  which  case  we  ought  to  let 
the  marketing  boys  get  back  to  their 
hard  work  of  trying  to  make  us 
believe  that  playing  one  ball  instead 
of  the  other  will  make  us  better  per- 
sons in  the  long  run.  JS 

James  Y.Bar  r  i.  e  t  t  a'///  play 
superbly  with  any  kind  of  ball,  and 
most  happily  when  someone  slips  him  a 
free  sleeve. 
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Gizmo  back  again.  Doctor  Gizmo 
to  you,  gadgetudinal  gadfly  extraor- 
dinaire and  sworn  enemy  of  techno- 
cant.  Leading  you  once  more 
througii  the  Valley  of  Widgets, 
Thingamajigs,  and  Objects  That 
Beep.  But  fear  not,  because  I  am 
with  you. 

Because  we  print  the  same 
youthful  picture  issue  after  issue, 
you  probably  rank  Gizmo  right  up 
there  with  ageless  wonders  like 
Susan  Anton  or  Lloyd  Bentsen.  But 
the  truth  is  otherwise;  Gizmo  isn't 
getting  any  younger,  which  is  what 
led  him  to  cast  shame  to  the  winds 
and  bounce  around  his  neighbor- 
hood on  Exerlopers. 

Only  a  Russian  emigre  scientist 
could  dream  up  contraptions  like 
these — and  one  did!  Exerlopers  are 
an  exercise  boot  of  the  skate  or 
Rollerblade  variety,  sitting  on  top  of 
two  thick,  molded  plastic  leaf 
springs.  The  springs  not  only  hold 
your  weight,  they  propel  your  leg 
back  into  the  air  after  each  stride. 
The  power  feedback  from  the  shoes 
is  extraordinary:  you  don't  walk,  and 
because  the  springs  keep  you  about 
four  inches  off  the  ground,  it's  awk- 
ward to  run.  You  just  lope — and 
lap  up  the  bewildered  looks  from 
your  neighbors. 

Of  course  the  manufac- 
turer, the  same  company 
that  makes  NordicTrack 
exercise  machines,  in 
vokes  volumes  of  sci- 
entific claptrap  to  jus- 
tify charging  $200  for 
these  t  c  h  o  t  c  h  k  e  s . 
Sure,  if  you've  had  any 
leg  damage  from  running 
but  would  still  like  to 
pound  the  pavements,  these 
ultra-low  impact  loping 
shoes  are  for  you.  And  yes, 
the  Exerloper  workout  starts 
up  gradually,  which  pleases 
my  colleague.  Dr.  Cardio.  But 
hold    the    science — these 
things  are  FUN!  The  crazy 
clopping  noise  is  reminiscent  of 
early  Clydesdales.  Just  don't  use 
them  after  lights  out. 

Available  at  ExerScience  stores. 


or  by  calling  the  company  at  800- 
445-2209.  As  I  said,  $200.  Gizmo  Rat- 
ing;. 4  out  of  4. 

You  real:)  the  papers  and  vou  see 
that  every  telephone  company  in 
America  has  bought  up  every  cable 
television  company  around,  and  you 
wonder:  what  is  interactive  televi- 
sion anyway.^*  Am  I  the  only  one  on 
my  block  whose  TV  set  doesn't  mix 
Brandy  Alexanders.^ 

Relax.  The  parade  won't  pass 
you  by.  Interactive  television, 
which  generally  means  sending  you 
a  bundle  of  new  programs  and  ser- 
vices through  your  television,  is  still 
in  its  infancy  and  not  available  in 
many  marketplaces.  But  just  for 
you  I  subscribed 
to  GTE  Corp.'s 
Main  Street  pro- 
gram, which  is 
now  being  test- 
marketed  in  parts 
of  California  and 
Massachusetts. 

Main  Street  comes  into  your 
house  using  both  your  cable  TV  wire 
and  your  phone  line.  If  you  have  Call 


Dr.Gizmo 


Iff  it  doesn't 
require  a  post- 
doctoral fellow- 
ship ffrom  IVIIT 
to  program,  and 
iff  it  doesn't  cost 
halff  as  much  a 
year  affter  it 
comes  on  the 
market,  then  it's 
not  a  gizmo 


Lope  Springs  Eternal: 
the  Exerlopers 


FYI 


1-ORBKS  n 


This  simpering  family  could  be  yours  with  Main  Street  interactive  TV! 


Waiting,  a  screen  message  alerts 
you  to  telephone  calls:  Achtung! 
Incoming!  (That's  not  the  exact 
wording.)  Main  Street  begins  with  a 
"menu,"  meaning  of  course  not  a 
delicious  menu  with  Black  Forest 
cake  and  perhaps  a  sweet  riesling 
chaser,  but  a  computer  menu  offer- 
ing you  a  handful  of  programming 
options,  such  as  Marketplace, 
Money  Manager,  Family  Game 
Time,  Education,  Travel,  Gazette 
and  Kid  Stuff. 

Some  of  the  programs  work 
great.  You  can  pick  up  stock  quotes 
quickly,  check  the  weather  fore- 
cast, scan  the  updated  headlines  or 
even  call  up  movie  reviews  (alas,  no 
Fassbinder... )  and  restaurant 
menus  if  you're  planning  a  night  on 
the  town.  There's  a  Career  Guide 
that  I  didn't  use,  because,  frankly  I 
have  a  career,  and  you  can  call  up 


Monarch  Notes  which  I  didn't  use, 
because,  frankly — who  is  this 
Monarch,  anyway.? 

The  little  grand-Gizmoids  love 
it.  And,  not  to  v/orry, 
they  can't  buy  a  new 
Kawasaki  in  the  home 
shopping  mall  or  sell 
out  your  short  posi- 
tion of  IBM  without 
your  password.  The 
little  nippmeisters  can 
call  up  their  own 
bedtime  stories 
from  a  list  that 
changes  every 
night.  Less  work 
for  Grofimutter\ 

For  grown-ups, 
it's  a  different 
story.  There's  an 
on-line  bookstore 
that  offers  so  few 


titles,  it  might  be 
called  "  G  r  i  s  h  a  m  '  s . " 
The  automatic  bill  paying 
is  not  state-of-the-art.  I 
tried  to  use  SABRF,  the 
famous  American  Airlines 
reservation  computer,  to 
tell  me  about  flights  to 
Basel  and  Europe,  where 
my  expertise  is  in  con- 
stant demand,  but  ten 
minutes  into  the  proce- 
dure, with  the  screen 
occasionally  spilling 
information  into 
"Nowheresville,"  I  real- 
ized I  could  just  bark  to 
my  faithful  Ilsa — my 
assistant,  not  my  beloved 
Rottweiler — liehchen  get 
me  to  Basel,  schnell! 

I  have  seen  the  future 
and  frankly  there  are  still 
some  bugs  to  be  worked 
out.  But  look  at  it  this 
way.  Main  Street  and  its 
competitors  cost  as  little 
as  one  premium  cable  sta- 
tion, about  $10  a  month. 
That's  not  asking  much 
for  a  front-row  seat  at  the 
electronics  revolution. 
Cheap  at  the  price. 

Gizmo  rating.  3  out  of  a 
possible  4.  GTE  will  answer  ques- 
tions at  800-926-MAIN. 


In  my  line  of  work,  one 
drinks  very  little.  Perhaps  I 
pull  on  the  schnapps  now  and 
then,  waiting  for  a  laboratory 
rat  to  ingest  strychnine  pel- 
lets, or  quaff  the  above-men- 
tioned riesling  at  one  of  the 
many  awards  banquets  I  am 
forced  to  attend,  as  an  honoree, 
of  course.  So  it  is  merely  in  the 
interests  of  empirical  inquiry 
that  I  ha\  e  experimented  with 
two  personal  alcohol  testers. 

The  first  one  is  Final  Call,  a  so- 
called  breath  alcohol  color  tube  that 
costs  about  $3  and  conveniently 
slips  into  your  pocket.  These 
'How  DWl  I  Am" —    are  replicas  of  the  alcohol 
the  Ensure  personal     breath  tests  that  most  courts  no 
alcohol  tester         longer  admit  as  evidence,  but 


Why  An  Ascot  Chang 
Shirt  Is  One  Of  The 
Best  In  The  World... 


Fabrics: 

2,500  selections.  From  2x2  lOO's 
Egyptian  to  2x2  200's  Swiss  poplin. 

Stitching: 

Special  needles  create  an  almost 
invisible  22  stitches  per  inch. 
Other  makers  are  satisfied  with  16. 

Seams: 

All  single  needle  French  seams  for 
a  neater  classic  look. 

Buttons 

Only  mother  of  pearl.  Hand  picked 
and  matched.  Wok  shaped  bottoms 
for  easy  access. 

Collar  Styles: 

Unlimited.  Every  collar  is  designed 
and  built  to  the  client  specific  need. 

Cuff  Options: 

15,  to  begin  with. 

Measurements: 

Just  the  collar  alone  takes  7. 
There  are  31  in  all. 

Body  Reading: 

The  most  critical  aspect  of  custom 
shirt  making.  An  art. 

Trained  Fitters: 

On  premise-minimum  20  years 
experience  in  every  store. 

Referrals: 

10%  of  our  new  business  comes 
from  laundry  recommendations. 

Guarantee: 

The  same  for  50  years.  Satisfaction. 

Pricing: 

$80.  to  $400. 

Perhaps  The  Best? 

ASCoj  Q\m 

A  Gentleman's  Shirtmaker 

7  WEST  57TH  STREET 
NEW  YORK,  NEW  YORK,  10019  212-759-.3333 
9.5.51-9553  WILSHIRE  BLVD. 
BEVERLY  HILLS,  CA.  90211  310-.5.50-1339 


for  you,  they're  fine.  If  you  test  your- 
'self  before  you  drive,  you  won't  have 
to  enf^^age  the  state  trooper  in  a 
lengthy  argument  about  your  blood 
alcohol  level — an  argument  you  will 
lose  when  Dracula's  stepson  draws 
your  blood  down  at  the  station." 

To  obtain  a  reading,  you  fill  a 
balloon  wjth  air,  and  then  slide  it 
over  a  thin  glass  tube  filled  with 
little  granules  that  start  to  heat 
up  in  your  hand.  (Better  to  do  this 
in  what  the  ladies  tall  the  powder 
room,  /a?)  Almost  instantly.  Final 
Clall  tells  you  whether  your  blood 
level  is  0.05,  which 
is  still  acceptable 
everywhere,  or  0.10, 
which  is  not  accept- 
able anywhere. 

Another  product 
performs  this  test 
more  accurately 
and  at  greater 
expense.  It's  a  bat- 
tery-powered elec- 
tronic device  about 
the  size  of  a 
cigarette  pack 
called  Ensure, 
which  instantly 
measures  your 
blood  alcohol  con- 
tent to  the  nearest 
tenth  of  a  percent. 

I  tested  both 
Final  Call  and 
Ensure  during  a 
recent  sortie  to  a 
local  trattoria,  where 
some  colleagues  and  I  discussed  how 
best  to  cash  in  on  the  supercollider, 
space  station  and  other  big-budget 
irrelevancies  championed  by  politi- 
cal authorities.  I  consumed  one 
excellent  Moretti  beer  and  shared  a 
reasonably  priced  Pinot  Grigio  white 
(I  know  the  French  say  white  wine  is 
for  drunkards,  but  please,  who  are 
they  to  talk?)  with  two  other  titans  of 
the  science  world.  Mrs.  C,  who 
attended  as  recording  secretary,  had 
her  customary  vodka  tonic. 

The  results  were  as  expected. 
Shortly  a  ft  e  r  d  i  n  n  e  r  Final  ( 1  a  1 1 
informed  me:  "Buster,  don't  even 
walk,  much  less  drive."  Ensure  iss- 


Shortly  after  dinner 
the  Final  Call  alcohol 
tester  informed  me: 
"Buster,  don  V  even  walk, 
much  less  drive. "  Ensure 
issued  Mrs.  G.  a  similar 
warning.  As  we 
detoxified  with  some 
excellent  espresso,  the 
readings  declined 
accordingly. 


ued  Mrs.  (i.  a  similar  warning.  As 
we  detoxified  with  some  excellent 
espresso,  the  readings  declined 
accordingly. 

Gizmo  rating:  4  out  of  4.  These 
babies  perform  as  advertised. 

Final  C:all:  $15  for  a  box  of  5. 
Ensure:  $146.  Both  products  are 
available  from  the  Safety  Zone  cata- 
log, 800-999-3030. 

You've  heard  the  dominant  cry  of 
the  business  jungle:  "I  have  you  on 
my  speaker  phone!"  Translation: 
"Gobble  carpet  lint,  you  groveling, 
low-life  nema- 
tode!"  So  the  ques- 
tion is:  how  to  flex 
speaker  phone 
muscle  away  from 
the  office.'' 

Not  for  the  first 
time,  I  have  stum- 
bled  upon  the 
answer.  Use  the 
"Handsfree"  tele- 
phone headset — no 
stupid  headset  that 
makes  you  look 
like  Madonna  or 
worse,  Chris  Wal- 
lace at  convention 
time.  No  little  box 
that  you  can't  wan- 
der away  from. 
Handsfree  consists 
of  one  teeny  ear- 
piece (just  like  Ted 
Koppel's! )  and  an 
itsy-bitsy  micro- 
phone that  clips  onto  your  shirt  front 
(just  like  Peter  Jennings!).  It's 
super-cheap  at  $30,  and  allows  you 
to  keep  your  hands  free  for  mad 
gesticulations,  sipping  riesling  or 
whatever. 

Gizmo  Rating:  4  of  4.  From 
Lifestyle  Fascination,  800-669-0987. 

Auf  Wiedersehen,  Gizmoids.  Until 
we  meet  again.  And  remember,  if  it 
doesn't  flash  "12:00"  when  the 
power  comes  back  on,  if  it  doesn't 
require  a  post-doctoral  fellowship 
from  MIT  to  program,  if  it  doesn't 
cost  half  as  much  a  year  after  it 
comes  on  the  market,  then  it's  not 
a  gizmo.  BS 
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To:  Senior  VP  for  Etiquette 
From:  Armed  and  Dangerous 

1  recently  arranged  tor  some  major 
clients  to  join  us  for  a  day-long  out- 
ing at  this  great  lodge  near  our  com- 
pany. The  plan  was  pretty  simple, 
and  seemed  foolproof  to  me:  some 
fly  fishing,  some  quail  hunting,  then 
later  some  drinks  and  dinner,  plenty 
of  chance  to  talk  but  not  too  heavy 
on  the  sell.  You  know  how  popular 
fly  fishing  has  become;  it  seems  as  if 
everyone  in  the  world  is  a  fly  fisher- 
man now  (where  did  they  all  come 
from.?).  Anyway,  I  thought  it  would 
give  everybody  a  chance  to  show  off 
their  skills. 

Well,  I'd  tipped  the  riverkeepcr, 
and  I'd  tipped  the  gamekeeper,  and 
everything  was  going  beautifully 
until  the  early  afternoon.  The  clients 
had  caught  all  the  biggest  fish,  and 
everybody 
was  feeling 
good  about 
everybody 
else,  and 
then  it  was 


Senior  VP 
For  Etiquette 


Damage  Control: 
when  you've  shot 
your  client,  and 
other  corporate 
mishaps 


U  FORBES 


time  to  shoot  those  poor  little  birds, 
or  try  to.  Well,  everybody  insisted 
that  I  take  a  try,  and  even  though  I 
didn't  want  to  (being  a  female),  and  I 
really  didn't  know  how,  I  said,  okay. 
They  were  all  laughing,  and  doesn't 
that  kind  of  let  the  birds  know  you're 
there,  and  isn't  the  point  to  surprise 
them.''  I  don't  know  how  it  hap- 
pened, but  the  next  thing  I  knew 
there  was  this  big  bang,  my  arm 
nearly  fell  off,  and  suddenly  our 
biggest  client  is  jumping  around, 
yelping,  and  holding  his  rear  end. 
Then  our  CEO  says,  "Oh  my 
GOD!",  and  everyone  rushes  over  to 
the  client  to  try  to  help  him.  Natural- 
ly, they  rushed  the  poor  man  to  the 
hospital,  but  of  course  he  couldn't  sit 
down,  so  he  had  to  hold  onto  the  side 
of  the  truck  they  use  to  deliver  the 

FYI 


little  fish  in.  As  you  can  see,  the  da^ 
ended  pretty  badly,  even  thougl 
everyone  said  it  was  an  accident,  anq 
what  can  I  do  to  make  it  up  to  himii 
He's  our  biggest  client. 

To:  Armed  and  dangerous 

De  calainitatc,  opportunitas.  First 
allow  me  to  tell  you  what  you  musi 
not  do.  You  must  not  give  any  inter- 
views to  "progressive"  or  women's 
magazines  which  might  dwell  heavi- 
ly on  the  Freudian  nature  of  your 
shooting  the  male  hunter-figure.  You 
must  definitely  not  appear  on  any 
exploitative  talk  shows,  where  a  glib 
host  might  invite  you  to  talk  about 
how  "empowered"  you  felt  taking  ai 
chunk  out  your  biggest  client,  andl 
thereby  thrillingly  inverting  the  ven- 
dor/client relationship. 

Also,  if  anyone  had  the  absence  ofl 
mind  to  assure  your  wounded  clientj 
that  your  company  would  assume  all 
of  his  medical  expenses,  it  must  bel 
clarified  that  this  was  "a  figure  ofl 
speech"  uttered  in  the  heat  of  thel 
moment.  Assuming  some  expensesi 
is  of  course  appropriate,  but  in 
the  hands  of  the  wrong  attor- 
ney, such  a  promise,  if  ful- 
filled, could  put  a  serious  dent^ 
in  your  quarterly  profits. 

While  affecting  a  sheepish! 
embarrassment,  then,  but  ai 
stoic  good  humor,  you  may 
use  this  interval  to  allow  the  innatei 
levity  of  the  situation  to  emerge.! 
After  all,  is  this  not  the  absolute 
opposite  of  the  way  that  clients  are 
usually  treated.-^  "Shoot  the  client"  is 
a  maxim  which  appears  in  no  busi-j 
ness  guidebooks,  to  the  knowledge 
of  this  writer,  not  even  the  recent, 
execrable  Leadership  Secrets  Of  Attila 
The  Hun.  Not  only  did  you  not  pam- 
per your  client  in  the  toadying  fash- 
ion that  client-pleasers  usually 
descend  to,  you  shot  him.  What  does 
this  say  about  your  relationship 
except  that  it  is  extremely  dynamic.'' 
And  so,  may  not  the  sheer  oddity 
of  the  event  actually  bind  you  even  j 
more  deeply  together.'' 

Laugh  the  world  may  today  (I 
confess  that  I  chuckled  myself  at  the 
image  you  describe).  But  if  you  han- 
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die  the  situation  as  advised,  the 
Senior  VP  would  not  be  surprised  if 
you  not  only  retained  your  client's 
business,  but  found  yourself  men- 
j  tioned  eventually  in  the  same  breath 
as  such  figures  as  Annie  Oakley  and 
Belle  Starr. 

And,  as  a  final  token,  a  small 
embroidered  pillow  containing  the 
phrase,  "The  Buckshot  Stops  Here," 
would  put  a  neat  "bottom  line"  on 
the  affair. 

To:  Senior  VP  for  Etiquette 
From:  Family  Planner 

I  am  the  recently  appointed  CEO,  as 
it  were,  of  a  truly  major  American 
"corporation."  My  early  life  was  a  lit- 
tle untraditional — Mom  didn't  get 
much  help  from  her  husbands — but 
it  was  loving,  and  I  think  I 
can  say  I  didn't  suffer  too 
much.  Now,  however, 
people  are  capitaliz- 
ing on  some  of  the 
confusion  about 
the  father  figure 
in  my  family, 
and  coming  for- 
ward to  c 1  a i m 
they're  my  "sib- 
lings." From  the 
numbers  —  m  y 
staff  can  barely  keep 
track — you'd  think 
my  father  had  been 
Brigham  Young,  and 
not  just  a  Baptist  traveling 
salesman  trying  to  get 
ahead.  What  do  I  do.''  (And 
do  I  have  to  have  them  over 
to  the  White  House  for  dinner.'') 


more  extended  than  you  had  once 
imagined,"  and  leave  it  at  that. 

As  for  dinner,  no.  A  nice  Christ- 
mas card,  (which  may  one  day  have 
some  collectible  value),  yes. 

To:  Senior  VP  for  Etiquette 
From:  Friendly  Skies 

I  am  a  senior  e\ecuti\  e  with  a  promi- 
nent global  airline.  Regrettably,  and 
despite  our  best  intentions,  hijack- 
ings can  and  sometimes  do  occur.  We 
take  considerable  precautions  to  pre- 
\  ent  them,  I  can  assure  you;  but  we 
would  not  be  meeting  our  goal  of  full 
preparedness  unless  we  acknowl- 
edged, and  actually  prepared  for, 
them. 

Although  we  feel  we  have  done 
everything  possible,  ^  ^ 


"Not  only  did  you  not  pamper  your  client. ..you 
shot  him.  What  does  this  say  about  your  relationship 
except  that  it  is  extremely  dynamic?" 


To:  Family  Planner 

Ah,  the  magnetic  attraction  of  suc- 
cess. But  what  does  the  Good  Book 
tell  us:  "A  talebearer  revealeth 
secrets;  but  he  that  is  of  a  faithful 
spirit  concealeth  the  matter" 
(Proverbs  1 1:13).  Surely  these  out- 
of-the-woodwork  "siblings"  have  no 
lien  on  you.  But  should  the  issue 
become  contentious — the  media 
usually  pounce  on  stories  of  this 
nature  like  hyenas  a  fresh  kill — you 
may  good-naturedly  acknowledge 
that  "perhaps  your  family  was  a  little 


in  terms  of  multi-lingual  hostage 
negotiating  teams,  SWAT  (or  equiva- 
lent) team  readiness,  FBI  response 
(domestically),  Med-Evac  capability, 
and  full  fire-fighting  implementation, 
we're  not  satisfied  with  our  post-hijack 
amenity  planning.  As  you  know,  pas- 
sengers who  have  experienced  a 
hijacking  are  frequently  upset,  disori- 
ented, and  even  hysterical.  What 
should  we  be  serving  in  a  hospitality 
center  when  they  finally  arri\  e  on  the 
ground.'^  And  is  there  any  guideline  for 
the  number  of  frequent  fiyer  miles  we 
siiould  offer  to  make  them  feel  better 
about  the  experience.'' 


To:  Friendly  Skies 

A  quick  look  at  the  passenger  list  is  a 
good  place  to  begin.  Should  the  flight 
originate  in  Frankfurt,  for  example, 
you  would  expect  that  many  of  the 
passengers  would  be  German. 
Therefore,  a  nice  array  of  cold  meats 
and  cheeses,  a  reasonably  authentic 
Kartoffelnsnldt  (potato  salad),  and  cer- 
tainly some  schnapps,  will  go  a  long 
way  towards  calming  the  nerves  and 
restoring  the  equilibrium.  Similarly, 
if  the  passengers  are  principally 
French,  a  choice  of  pates,  breads,  and 
soiipe  I'o  'ignoii  aii  grat'in  with  a  nice 
Beaujolais  will  bring  the  bloom  back 
to  haggard  cheeks.  If  you  notice  that 
many  of  your  passengers  have  the 
same  surnames,  this  probably  indi- 
cates the  presence  of  children 
(always  a  volatile  cargo, 
hijacking  or  no).  For 
them,  Happy  Meals 
have  become  a  uni- 
versal food  group 
and  something  of  a 
temporary  sedative. 

The  subject  of 
frequent  flyer 
miles  is  too  in- 
volved to  address 
here,  because  it 
depends  exquisite- 
ly on  the  character 
of  the  actual  event. 
The  trauma  involved 
in  a  hijacking  where  a 
lone  assailant  proffers  a 
plastic  pistol  and  is  subse- 
quently overpowered  by  a 
stewardess  is  entirely  dif- 
ferent, I  think  you'll  agree,  from 
one  where  multiple  hours  and  air- 
ports are  involved.  I  would  there- 
fore refer  you  to  "The  Hijacked 
Travelers  Trauma  Index"  (the 
HTTI),  which  clarifies  this  issue 
in  some  detail,  in  my  recent  vol- 
ume, VEEP  THROAT:  The  Senior 
\'P  Aiis-^^ers  It  Ml  Ear  You  (Ersatz). 
Generally,  you  want  to  be  gener- 
ous but  not  profligate:  large 
frequent  flyer  awards  could  well 
lead  unscrupulous  passengers 
to  encourage  the  more  unstable 
among  thcmselx  es  to  seize  the 
controls.  S8 
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From  now  on,  buying  the  and  li^ht  trucks.  With  (  g?9] 


necessities  of  life  can  be 


the  Ford  Citibank  card, 


a  very  rewarding  experience 
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Everyday  expenses  now  earn  a  daily  dividend. 
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could  save  hundreds,  even 


accumulate  in  your  special  Ford 


rebate  account.  Up  to  $700^^ 


.;^-^pJ^  thousands  of  dollars  toward 
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a  year,  for  five  years.  What  other 


credit  card  in  your  wallet  is 


worth  that  much?  Earn  while  you 


Ford,  Lincoln  or  Mercury- 
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spend.  Apply  for 
a  Ford  Citibank 


card  today.  (>H 


The  Ford  Citibank  Card.  It's  A  Better  Idea. 
1-800-374-7777 


If  you  are  like  most  men  these 
days,  popping  down  to  the  butcher 
for  some  Delmonicos,  swinging  by 
the  local  for  a  six-pack  and  coming 
home  to  fire  up  the  Weber  is  about  as 
close  as  you  get  to  the  ancient  life- 
ways  of  our  hunter-gatherer  ances- 
tors eons  ago.  But  a  series  of  remark- 
able findings  recently  published  by 
two  British  researchers  reveal  that 
while  our  modern  minds  may  be 
obsessed  with  cellular  phones  and 
cable  TV,  our  loins  are  still  quite 
firmly  rooted  in  the  times  of  our 
caveman  brethren — and  for  good 
reason.  The  tale  the  scientists  weave 
is  a  lusty  one  of  sexual  intrigue,  dou- 
ble-crosses and  subterfuge,  and 
involves  a  cast  including  your  most 
vital  organ,  your  wife's  orgasms,  and 
microscopic  warriors  the  scientists 
dub  "kamikaze  sperm,"  which  sally 
forth  at  the  slightest  hint  of  jealousy. 
The  good  news  is  that  absence  not 
only  makes  the 
heart  grow  fonder, 
but  also  makes  a 
man  more  potent. 
The  bad  news  is 
that  you  may  never 
look  at  young 
Junior  in  quite  the 
same  way  again. 

The  story  begins  with  the  dear, 
sweet  love  sitting  across  the  living 
room.  She  may  appear  to  be  a 
paragon  of  prim  fidelity — and  yours 
undoubtedly  is — but  for  most  of  our 
ancient  brethren  this  was  not,  appar- 
ently, the  case.  Back  then,  men  had 
to  continually  battle  other  men  for 
the  opportunity  to  mate  with  a 
woman.  Thanks  to  a  woman's  pen- 
chant for  not  being  satisfied  with  the 
attentions  of  only  one  man,  the  bat- 
tle didn't  stop  once  a  fellow  finally 
breached  her  fortress  walls.  Sperm 
can  live  for  nearly  a  week  within  the 
confines  of  that  warm  Valhalla,  and 
so  a  man's  seed  had  to  struggle 
against  those  who  came  before,  as  it 
were,  as  well  as  to  be  on  the  lookout 
for  newcomers  that  might  be  swim- 
ming up  from  behind  in  its  quest  to 
fertilize  the  woman's  egg. 

In  the  world  of  animal  behavior 
research,  it's  called  sperm  competi- 


tion. And  according  to  the  recent 
studies  of  R.  Robin  Baker  and  Mark 
Bellis  of  the  University  of  Manch- 
ester, that  ancient  struggle  is 
ingrained  within  our  vitals  still.  In 
some  animals  such  competition  has 
turned  downright  nasty:  in  rabbits, 
rats  and  monkeys,  for  instance,  pan 
of  the  male's  seed  hangs  back  after 
mating,  hardening  into  a  plug  that 
blocks  interlopers  while  a  few  worthy 
souls  press  on  to  the  summit.  Baker 
and  Bellis  call  these  self-sacrificing 
spermatozoa  "kamikaze  sperm,"  and 
suggest  that  a  similar  form  of  such 
selfless  flagellates  are  residing  in  a 
man's  family  jewels,  ready  to  spring 
forth  at  a  moment's  notice.  (Okay, 
maybe  two  moments'  notice — as 
soon  as  you  finish  that  Cognac.) 

The  existence  of  kamikaze 
sperm  helps  clear  up  a  long-standing 
puzzle  in  reproductive  research: 
when  it  comes  to  a  man's  seed,  never 


do  so  many  do  so  little  for  so  few.  A 
man  is  capable  of  producing  an  aver- 
age 300  million  sperm  per  day — 
some  eight  trillion  over  the  course  of 
his  life — yet  he  typically  only  sires  a 
handful  of  children  before  he  passes 
into  the  great  hereafter.  Part  of  the 
explanation  for  this  seemingly  waste- 
ful overproduction  lies  under  the 
microscope:  as  much  as  40%  of  a 
man's  sperm  are  oddly  misshapen, 
w  ith  multiple  heads  or  tails,  and 
many  don't  seem  to  possess  the 
proper  fire  in  their  belly,  preferring 
instead  to  twirl  around  aimlessly.  In 
fact,  in  a  typical  bout  of  love,  only 
about  200  sperm  out  of  the  entire 
wad  of  hundreds  of  millions  ever 
make  it  to  the  egg. 

For  years,  scientists  have  chalked 
up  this  lack  of  cjuality  control  simply 
Co  errors  in  production.  But  Baker  and 
Bellis  offer  ev  idencc  of  another  expla- 
nation: sure,  only  about  .001  percent 
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of  a  man's  seed  are  actually  "ef!;^;  f^et- 
ters."  But  they  also  serve  who  only 
lag  behind:  the  rest  of  the  team  is 
helping  out  by  running  interference. 
Some,  in  fact,  may  be  actively 
engaged  in  sperm-to-sperm  combat: 
the  tip  of  a  sperm's  head  is  loaded 
with  enzymes  for  breaking  into  the 
egg,  which  might  also  be  useful  for 
disabling  competitor  sperm. 

Of  course,  the  more 
soldiers  you  have  in  this 
war,  the  better  your 
chances  of  carrying  the 
day.  That's  where 
Baker  and  Bellis's 
research  conies  in. 
Armed  with  the  Human 
Semen  Manual  and  an 
"Improved  Neubauer 
Haemocytometer,"  the 
intrepid  scientists 
examined  the  male 
effluent,  collected  by 
condom,  of  a  half  a 
year's  trysting  by  15 
brave  couples.  The  men 
in  these  couples  also 
donated  the  results  of 
occasional  bouts  of 
Onanism  (all  in  the 
name  of  science,  of 
course).  In  addition,  the 
couples  answered  ques- 
tionnaires about  their 
lives  together,  such  as 
how  much  time  they 
spent  in  each  others' 
presence. 

Baker  and  Bellis 
found  that,  when  it 
comes  to  protecting 
one's  turf,  one's  manly 
machinery  demon- 
strates a  good  deal  of 
common  sense:  the  more  time  a  cou- 
ple spends  apart — time  during  which 
a  woman  runs  the  risk  of  falling  prey 
to  some  cad's  unctuous  charms — the 
more  sperm  a  man  donates  to  his 
cause  when  they  are  reunited.  If  a 
couple  spends  nearly  all  their  time 
together  between  bouts  of  love,  the 
man  mustered  a  paltry  200  million 
sperm  in  his  joyful  shudderings.  But 
if  a  couple  had  been  together  only  a 
small  percentage  of  the  time,  the 


man  produced  more  than  three  times 
as  much  sperm  on  their  reunion. 

Tellingly,  the  researchers  found 
this  increased  amount  of  sperm  has 
nothing  to  do  with  how  long  it  has 
been  since  a  man  last  ejaculated.  The 
frequency  of  masturbation  ha'd  no 
effect  on  the  amount  of  sperm  pro- 
duced when  a  man  was  reunited  with 
a  long-absent  mate,  and  the  amount 


Kamikaze  sperm:  researchers  found  that  the  more  time 
a  couple  spends  apart,  the  more  sperm  a  man  donates  to  his 
cause  when  they  are  reunited. 


of  sperm  produced  as  a  result  of 
"practicing  alone"  bore  no  relation  to 
how  long  one's  mate  had  been  gone. 

Viewed  from  a  strictly  Darwinian 
perspective  of  the  survival  of  the 
fittest,  the  microscopic  battle  of 
sperm  against  sperm  may  be  a  major 
case  of  the  tail  wagging  the  dog,  evo- 
lutionarily  speaking.  In  one  sense 
the  entire  warp  and  woof  of  a  man's 
very  being — his  striving  for  financial 
success,  heroics  in  war,  and  willing- 


ness to  engage  in  endless  one- 
upmanship  in  sport,  politics,  and 
after-dinner  wear — all  are  but  pro- 
logue, intended  to  gain  a  slight 
advantage  for  this  most  crucial 
encounter. 

There  is  one  definite  upside  to 
sperm  competition,  however,  and 
that  is  if  it  weren't  for  this  primordial 
struggle,  one's  manly  equipment 
would  barely  warrant 
notice.  Scientists  have 
long  believed  that  not 
only  does  sperm  compe- 
tition promote  bigger 
and  bigger  payloads,  but 
over  the  eons  it  also  has 
fueled  the  evolution  of 
delivery  vehicles  with 
more  and  more  throw 
weight.  Thanks  to  our 
ancient  ancestors'  long 
legacy  of  sperm  compe- 
tition, Homo  sapiens 
packs  a  Saturn  F  com- 
pared with  nearly  all  the 
other  200  or  so  species 
of  primates  who  inhabit 
the  earth.  The  next 
time  you  hear  a  woman 
making  a  jest  about  her 
mate's  physical  short- 
comings, you  might  sug- 
gest that  she  go  take  a 
good  look  at  the  mighty 
gorilla  at  the  zoo.  Male 
gorillas  don't  have  to 
suffer  through  sperm 
competition,  because 
they  typically  have  sole 
dominion  over  a  group 
of  females.  Then  again, 
no  male  gorilla  will  ever 
be  christened  Long 
Dong  Silverback. 
Now,  you  may  think  that  women 
take  all  of  this  undercover  male  sex- 
ual strategizing  lying  down.  But 
you'd  be  wrong.  Further  research  by 
Baker  and  Bellis  reveals  that  your 
dear  sweet  love  is  anything  but  a 
docile,  passive  player  in  this  most 
dangerous  game.  Studying  another 
group  of  couples  who  did  not  use 
condoms,  the  researchers  examined 
what  they  call  the  "flowback"  after 
love-making.  To  put  it  delicately,  in 
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each  tryst  a  portion  of  a  man's  soldiers 
do  not  make  it  through  love's  f^aunt- 
let  and  are  summarily  thrown  out  on 
their  ear.  Measuring  the  amount  of 
flowback  after  lovemaking,  the 
researchers  found  that,  in  fact,  the 
amount  of  sperm  ejected  by  the 
woman  varies  quite  a  bit — according 
to  one  very  special  parameter. 

Yes,  your  worst  fears  are  true: 
those  women  who  experience 
orgasm  one  minute  before  or  with- 
in 45  minutes  after  a  man  ejacu- 
lates retain  substantially  more  of 
the  man's  seed  than  if  she  experi- 
ences no  orgasm  at  all.  (This  in  no 
way  validates  the  old  nostrum  that 
a  woman's  ecstasy  is  essential  for 
conception.  It  only  takes  one  little 
guy  to  make  it  through, 
remember.?) 

Furthermore,  Baker  and 
Bellis  found  that  if  a  woman 
experiences  what  they  polite- 
ly call  an  "intercopulatory" 
orgasm — meaning  no  one  else 
was  around  at  the  time — 
between  bouts  of  lovemak- 
ing, it  results  in  chemical 
changes  in  her  reproductive 
track  that  cause  the  amount  of 
sperm  retained  to  drop  dra- 
matically. This  may  not  seem 
too  troubling,  until  you  find 
out  that  a  survey  of  3,700  women 
conducted  by  the  researchers 
revealed  that  some  50%  of  a  woman's 
orgasms  are  of  this  intercopulatory 
variety.  In  other  words,  consciously 
or  unconsciously,  women  have  a  good 
deal  of  control  over  the  fate  of  your 
most  precious  gift. 

All  of  these  biological  maneuver- 
ings  may  seem  like  mere  vestiges  of 
long  bygone  days,  but  Baker  and 
Bellis's  research  reveals  that,  in 
fact,  there  is  every  reason  for 
kamikaze  sperm  to  still  be  standing 
by  at  the  ready  in  modern  times, 
too.  In  a  confidential  survey  of 
some  2,700  women  who  said  they 
were  involved  with  a  long-term 
mate,  the  researchers  asked  when  a 
woman's  last  copulation  took  place, 
and  whom  it  was  with.  Nearly  six 
percent  of  the  women  said  that,  in 
fact,  they  last  had  sex  with  some- 


one other  than  their  main  man. 

More  revealing  was  when  these 
women  had  their  fling.  Reconstruct- 
ing each  woman's  fertility  cycle 
from  information  on  the  survey, 
Baker  and  Bellis  found  that  these 
outside  copulations  occurred  far 
more  often  at  the  height  of  a 
woman's  fertility  cycle,  when  the 
chances  of  pregnancy  were  greatest. 
In  fact,  of  all  the  copulations  where 
no  contraception  was  used,  nearly 
14%  were  of  this  extracurricular 
variety.  What's  more,  the  women 
reported  that  during  these  secret 
trysts  they  experienced  a  greater 
frequency  of  orgasms — which,  as  we 
now  know,  helps  the  interloper's 
seed  along.  As  with  a  man's  boost- 


ing of  his  kamikaze  sperm,  it  is  like- 
ly that  women  follow  this  pattern 
unconsciously.  But  follow  it  they 
do,  nevertheless. 

This  number  jibes  well  with  con- 
fidential studies  that  show  a  sizable 
number  of  offspring  are  born  to  cou- 
ples where  the  husband,  unwitting- 
ly, is  not  the  father  of  the  child. 
Examining  the  blood  types  in  par- 
ents and  offspring  a  sample  of  cou- 
ples in  Britain,  researchers  have 
found  that  from  5%  to  30%  of  the 
children  born  in  a  given  year  are  not 
biologically  related  to  the  mother's 
husband.  And  don't  be  smug  just 
because  you  live  in  North  America. 
Similar  results  were  found  in  a  study 
of  children  born  here,  too. 

As  with  men,  the  urge  for  a 
woman  to  wander  hearkens  back  to 
the  times  of  their  ancient  sisterhood: 
there  are  sound  evolutionary  ratio- 


nales for  a  woman  seeking  out  the 
favors  of  another  man,  particularly  if 
she  is  fertile.  Bellis  and  Baker  found, 
for  instance,  that  nearly  a  third  of  a 
woman's  outside  matings  occurred 
within  five  days  of  her  having  sex 
with  her  long-term  mate.  .Since 
sperm  remain  alive  for  at  least  that 
long  within  a  woman's  reproductive 
tract,  these  trysts  constitute  a  "dou- 
ble mating,"  meaning  the  sperm 
from  each  man  must  duke  it  out  for 
the  chance  to  befriend  the  egg.  By 
throwing  more  contestants  into  the 
ring,  these  double  matings  give  a 
woman  an  opportunity  to  "let  the 
best  sperm  win,"  giving  her  a  chance 
to  upgrade  the  gene  pool  of  her  off- 
spring. After  all,  if  a  man  has  the 
right  stuff  to  win  out  in  sperm 
competition,  that  trait  can  be 
passed  on  to  benefit  a 
woman's  offspring,  too. 

Women  also  may  seek  out 
the  attentions  of  other  males 
during  their  fertile  times  to 
sow  a  little  helpful  confusion. 
In  many  species  (including 
Homo  sapiens,)  a  male  can 
react  very  harshly  to  the  pres- 
ence of  an  offspring  that  he 
knows  is  not  his.  By  allowing 
more  than  one  male  access 
during  a  fertile  time,  a  female 
creates  the  possibility  that  a  child 
may  be  the  progeny  of  several  of  the 
males,  buying  a  little  insurance  and 
perhaps  getting  more  help  in  raising 
the  offspring  to  boot. 

In  the  end,  Baker  and  Bellis's 
research  may  have  finally  solved  the 
riddle  of  the  Mona  Lisa's  smile:  all 
along,  men  have  been  operating 
under  the  belief  that  we  are  the 
ones  who  are  calling  the  sexual 
shots,  reaping  the  glory  (and  bear- 
ing the  burden  of  guilt)  for  our  mat- 
ing conquests  over  what  we  naively 
assume  are  innocent,  passive  crea- 
tures who  have  no  sexual  agenda  of 
their  own.  Given  the  ad\antages  of 
surprise  in  love  and  war,  that's  no 
doubt  exactly  what  women  would 
like  us  to  believe.  US 
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Researchers  have  found  that 
a  sizable  number  of  offspring — from 
5%  to  30% — are  born  to  couples  where 
the  husband,  unwittingly,  is  not  the 
father  of  the  child. 
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Just  when  you  thought  it  might  be 
time  to  settle  down  and  turn  into  your 
father,  life  comes  knocking  in  the 
breathtaking  form  of  the  BMW  K75S. 

The  motorcycle  built  on  the  theory 
that  the  only  truly  satisfying  way  to 
approach  a  crossroads  is  astride  500 
pounds  of  aerodynamically  molded  steel. 

The  K75S  stirs  memories  of  open 
roads  and  open  times.  When  there  was 
no  anxiety  that  750cc's  of  pure  power 
couldn't  instantly  soothe. 


This  is  your  life  reflected  in  a  flash  of 
chrome.  Just  one  twist  of  hard  throttle 
leaves  the  world  of  dark  suits  and  power 
handshakes  behind. 

Experience  the  seductive  power  of 
the  liquid  cooled,  inline-3  engine.  As  well 
as  the  comfort  and  stability  of  BMW's 
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sports  suspension  and  ABS.  Add  to  this 
a  3-year,  unlimited-mileage,  limited  war- 
ranty,' our  automatic  Roadside  Assistance 
Plan;'  and  no-cost  riding  school!  and 
freedom  has  never  been  so  free. 

Call  800-345-4BMW  to  find  your 
nearest  fountain  of  youth,  also  known  as 
your  local  authorized  BMW  motorcycle 
dealer.  It's  a  guarantee  that  the  only 
thing  going  fast  in  your  life 
won't  be  your  hairline.  Or  your( 
dreams   WORTH  THE  OBSESSION. 
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**They  always  tried  to  get  me  to 

move  to  a  big  city  because  they 
thought  that  was  where  it  was  done," 
says  Colleen  Riddle,  basking  in  a 
vast  stockpile  of  memories  from  her 
life  as  a  traveling  saleswoman.  "I 
didn't  agree.  I  was  a  rural  person, 
comfortable  in  rural  situations.  In 
the  time  it  took  them  to  get  across 
town,  I  could  get  across  county." 

As  a  district  director  for  the  Fuller 
Brush  Co.,  Riddle's  been  on  the 
roads — and  at  the  doorsteps — of 
rural  America  for  almost  three 
decades  now:  the  Midwest  and  the 
Deep  South,  the  backroads  and 
secondary  highways,  the  small 
towns  and  rural  communities,  and 
those  pretty  little  farmhouses  at  the 
end  of  those  long,  lonely  driveways. 

And  what  has  she  found  out 
there.^  Riddle  replies  without  hesi- 
tation: "The  real  world." 

And  then  some. 

"Hi,  I'm  Colleen  Riddle  with 
the  Fuller  Brush  Company,  and 
I've  got  a  little  gift  for  you,"  she 
says,  shoving  a  little  handy  brush — 
Alfred  Fuller's  original  product — in 
a  housewife's  face.  We're  in  a  mid- 
dle-income neighborhood  in  Rus- 
sellville.  Ark.,  right  on  the  edge  of 
the  Ozarks.  Most  of  her  work  over 
the  years  has  been  recruiting  sales 
agents,  but  Riddle's  always  kept 
her  foot  in  door-to-door. 

"Oh,  I  wouldn't  be  interested  in 
buying  anything  for  us,"  the  woman 
protests,  smoothing  her  housedress 
and  craning  her  neck  around  a 
screen  door.  But  Riddle  is  already 
flipping  through  the  catalog. 

"Have  you  ever  used  Fuller 
Brush.''"  she  asks. 

"It's  been  a  while..."  the  woman 
answers  as  the  pages  pass,  "...I  have 
something — oh,  what  is  thatT^ 

Back  in  1966,  Riddle  joined 
housewives  everywhere  who  were 
swelling  the  legendary  ranks  of 
Fuller  Brush  Men.  Most  of  her 
early  years  were  spent  tooling 
around  her  own  Hawkeye  State. 
She  moved  fast:  from  part-time 
door-to-door  sales  in  a  section  of 
Jefferson,  to  sclhng  and  recruiting 
in  the  little  town  of  Ogden,  to 


recruiting  and  training  in  several 
counties  and  then  across  the  state. 

But  then  she  hit  a  pothole. 
Women,  it  seemed,  were  fine  for 
door-to-door,  but  the  Fuller  Brush 
Man  was  still  the  reality  in  upper 
sales  management.  "The  head  peo- 
ple told  me  there  had  never  been  a 
woman  division  manager  and  there 
never  would  be,"  she  remembers. 
Her  response.''  "I  said,  'Bet  me^ 
The  head  people  lost;  in  1971  Rid- 
dle became  one  of  the  first  two 
female  division  managers  in  Fuller's 
65-year  history. 

The  Fuller  Brush  Man  may  well 
be  the  archetype  from  which  all 
salesmen  (and  women)  were  cast.  By 
1949,  the  Man  had  become  such  an 
institution  that  Howard  Fuller 
(Alfred's  son)  was  invited  to  review 
Death  Of  A  Salesman  for  Fortune  mag- 
azine. Thousands  ha\'e  gotten  their 


start  pushing  brushes  and  brooms, 
toilet  swabs  and  tile  cleaners  at  the 
doorstep,  including  Billy  Graham, 
Joe  DiMaggio  and  Dennis  Quaid. 

What  drives  someone  to  door-to- 
door.''  In  Riddle's  case,  hopelessness. 
In  1966,  she  and  her  then-second 
husband  returned  to  Iowa  with  eight 
hungry  mouths  to  feed  after  a  finan- 
cially ruinous  run  in  Florida. 

Her  husband,  says  Riddle,  con- 
tinued to  flounder,  so  with  her  back 
to  the  wall  she  answered  an  ad  for 
"pickup  and  delivery."  It  took  her 
two  weeks  to  work  up  the  nerve  for 
that  first  door.  "I  was  so  nervous  I 
forgot  my  name,"  she  recalls.  "This 
grouchy  old  man  answered  and 
yelled,  'Whatdya'  want.''"'  I  mum- 
bled out,  T'h...uh...I'm  your  Fuller 
Brush  Man.'  And  he  said,  'Well,  you 
sure  ha\e  changed!'"  The  man  quit 
growling  only  long  enough  to  call 
his  wife  to  the  door,  and  Riddle 
made  her  first  sale.  But  the  episode 
was  an  augury:  "Flis  wife  became 
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one  of  my  best  customers." 

Along  the  way,  Riddle's  been  bit- 
ten by  toothless  chihuahuas,  insulted 
by  nasty  college  professors,  and  mis- 
taken for  Jehovah's  Witnesses,  mail 
carriers,  caregivers  and  God  knows 
what  else.  She  ciuickly  learned  the 
subtle  art  of  glad-handing  on  the 
country  doorstep.  No  bottles  of  wine 
or  lunches  at  "21"  for  her  potential 
customers.  Instead,  Riddle  changed 
diapers,  wiped  runny  noses,  babysat 
kids,  hung  up  clothes,  and  hauled 
at  least  one  delirious  housewife  / 
to  the  doctor's.  "One  time  I 
went  to  this  house  so  full  of 
flies — oh,  it  was  almost  black 
with  flies.  The  woman  had  small 
children,  so  I  sprayed  it  with  an 
insecticide  we  carry  and  helped 
her  clean  it  up."  Needless  to 
say,  the  woman  became  one 
of  her  regulars. 

At  her  busiest,  Riddle 
puts  about  50,000  miles  on 
the  odometer  a  year,  and 
by  now,  she's  just  about 
seen  it  all.  She  remem- 
bers Grand  River, 
Iowa,  so  small  and 
off  the  beaten  path 
that  the  only  public 
restroom  in  the  entire 
town  was  an  outhouse 
(she  used  it).  And 
Gramercy,  La.,  so  dark 
from  a  lack  of  street- 
lights that  she  had  to  be 
escorted  out  of  town  by  a 
patrolman  whose  accent  she 
couldn't  decipher.  And  the 
train  conductor  passing 
through  Waterloo,  Iowa,  wh( 
graciously  stopped  his  machine 
when  Riddle  and  a  co-worker 
got  stuck  across  his  tracks  during  a 
blizzard.  And  that  kindly  couple  in 
Duck  Hills,  Miss.,  who,  after  she'd 
signed  them  up,  wouldn't  let  her 
out  of  their  house  on  an  empty 
stomach.  "The  best  Belgian  waf- 
fles and  homemade  sausage  I've 
ever  tasted." 

But  that  endless  black  ribbon, 
she's  also  found,  can  be  fraught  with 
unsavory  characters  and  unfaithful 
husbands.  Riddle  reels  'em  off:  the 


obscene  caller  in  Dubuque  who  told 
her  he'd  posed  nude  for  nuns;  the 
fellow  in  Fayetteville  who  sounded 
"real  good"  on  the  phone,  but 
turned  out  to  be  a  skinhead  sharing 
an  apartment  with  three  of  his  ilk; 
the  "nice  old  man"  who  folTowed 
her  to  her  van  after  a  recruitment 
meeting,  told  her  a  career  with 
Fuller  wasn't  what  he  was  interested 
in,  then  tailed  her  halfway  through 
Arkansas  until  she  shook  him  on  a 


windy  back  road; 
and  the  ex-cop  from  Omaha  who 
had  the  savoir  faire  to  leave  a  Fred- 
erick's Of  Hollyw  o  o  d  nightie 
tucked  behind  the  seat  of  her  car 
after  she  had  to  "fight  him  off  dur- 
ing a  training  session. 

"I'll  usually  say  something  like, 
'Why  don't  you  go  home  to  your 
wife.'^  She  thinks  you're  being 
faithful,'"  says  Riddle,  adding,  "It's 
a  wonder  I  never  got  my  throat  slit." 

It's  not  as  easy  as  that,  of  course. 


and  she  has  learned  from  experience 
to  be  cautious.  Simple  things,  really, 
like  eating  at  the  most  crowded 
restaurant,  keeping  her  wits  about 
her  at  rest  stops,  chatting  at  the  front 
desk  so  they  know  who  she  is,  never 
giving  her  room  number  to  potential 
recruits,  and  always  requesting  a 
room  on  the  ground  floor — easy  to 
get  into,  but  also  easy  to  get  out  of. 
"If  I'm  in  an  elevator  alone  and  a 
man  gets  in,  I'll 
probably  get  out. 
People  think  I'm 
paranoid,  but  they 
don't  see  the 
things  that  go  on." 
The  coziness  of 
the  road,  she 
aments,  is  some- 
thing of  the  past. 
"These  days,  once  I 
get  in  my  room  I 
don't  come  back  out. 
Used  to  be  I  didn't 
think  anything  of  it." 
Obviously,  Ritz-Carl- 
tons  aren't  plentiful  in 
Riddle's  territory,  so  she 
settles  for  Ramadas  or 
Holiday  Inns — though  the 
latter,  she  thinks,  isn't  worth 
the  money  anymore.  Just  as 
often,  she  goes  for  those  "ma 
and  pa  type"  motels  that  dot 
the  sides  of  highways  every- 
where, tapping  managers  for 
the  names  of  locals  to  recruit. 
"As  you  get  to  know  the  people 
they  kind  of  watch  over  you."  Some 
of  her  favorites:  the  Delta  Inn  in 
West  Helena,  Ark.,  for  $35  a  night, 
"local  hospitality  and  a  free  conti- 
nental breakfast";  the  Cortez  Motel 
in  Harrisonville,  Mo.,  for  $28,  "nice 
and  clean,  with  a  huge  breakfast"; 
and  the  Golden  Dawn  Motel  & 
Snack  Shop  in  Pittsburg,  Mo.,  for 
$26,  "no  breakfast,  but  a  refrigerator, 
stove  and  dishes." 

Dining  on  those  rural  byways  can 
be  very  hit  and  miss.  Over  the  years, 
she's  choked  down  more  McDon- 
ald's burgers  than  she  can  count:  "I 
hate  'em  now."  Small  family  restau- 
rants, she  says,  are  where  you  get 
good  cooking  these  days.  Her 
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You'll  like  how  easy  everything  is. 
It's  easy  to  get  here  since  we're  only 
45  minutes  from  Salt  Lake  International 
Airport.  It's  easy  to  have  fun,  with  4200 
acres  of  skiahle  terrain  at  Park  City, 
Deer  Valley  or  Park  West.  And  it's 
easy  to  find  enough  lodging,  dining 
and  entertainment  to  satisfy'  every  taste. 
With  the  added  convenience  of  the 
American  Express®  Card,  the  only 
thing  that's  hard  is  leaving. 

For  your  free  Winter  Vacaticnx 
Planner  call  1-800-453-1360 
Dept  PC66  or  circle  the 
Reader  Sen^ice  Card. 


Cards 


PARK  CITY 

 UTAH  


advice:  ask  for  tlic  noon  special, 
whatever  it  is.  "It'll  always  be  fresh, 
and  that's  where  you  get  the  best 
price."  Truck  stops,  she  says,  ain't 
w  hat  they  used  to  be.  "They  have 
so  much  fried  food  now,  I  tend  to 
stay  away."  Two  notable  Excep- 
tions: Judy's  Truck  Stop  &  Cafe  on 
Highway  71  in  Jasper,  Missouri. 
"They  have  about  17  homemade 
pies  a  day.  I  haven't  tasted  'em  all, 
but..."  And  Boondocks  U.S.A.,  on 
Interstate  35  in  Williams,  Iowa. 
"I  spent  16  hours  there  once,  dur- 
ing a  blizzard." 

It's  little  wonder  Riddle  prefers 
the  comfort  of  small  town  accom- 
modations; the  big  city  hotels 
ha\en't  always 
been  kind  to  her. 
Most  memorable 
was  one  evening 
she  spent  at  the 
Hyatt  Regency, 
Kansas  City,  back 
in  July  1981. 

Riddle  was 
attending  a  P'uller 
Brush  sales  recog- 
nition meeting, 
picking  up  anoth- 
er bonus.  She  was 
on  her  way  to  one 
of  the  Hyatt's 
conference  rooms, 
crossing  the  lower 
of  two  skybridges 
stretched  across  the  lobby.  The 
popular  Friday  evening  Tea 
Dance  was  in  full  swing.  Without 
warning,  the  upper  walkway  buck- 
led and  collapsed. 

"All  of  a  sudden  you  heard  this 
enormous  roar,  the  breaking  of 
cement  and  everything,"  she  recalls. 
"Then  you  saw  this  cloud  of  dust, 
and  it  was  all  t]uiet.  Then  the  next 
thing  you  heard  was  all  the  crying 
and  moaning."  More  than  a  decade 
later,  her  weathery  blue  eyes  remain 
sharp  w  ith  the  recollection.  "That's 
something  you  never  forget. 

"I  was  standing  real  close  to  the 
main  floor,  so  I  was  thrown  off  the 
balcony,"  she  says.  "The  man  next 
to  me  was  thrown  off,  too.  His  wife 
went  down."  How  close  was  she  to 


Dining  on  those  rural 
byways  can  be  very  hit 
and  miss.  Over  the  years. 
Fuller  Brush  s  Colleen 
Riddle  has  choked  down 
more  McDonald's  burgers 
than  she  can  count:  "/ 
hate  *em  now" 


going  down  as  well.^  Riddle  spreads 
her  hands  about  a  foot  apart.  "After 
that  a  water  main  broke  and  all  that 
water  was  pouring  in.  It  just  looked 
like  a  red  sea." 

The  death  toll  was  111.  Riddle 
says  she  was  haunted  by  night- 
mares, and  memories  of  dead 
Fuller  colleagues,  for  a  year  or  two. 
But  it  didn't  keep  her  down.  "You 
never  know  when  your  time's 
gonna  be  up,  so  you  might  as  well 
live  life  to  the  fullest."  That  point 
was  driven  home  to  her  again  only 
two  years  ago  when  she  suffered 
another  travel  trauma:  an  in-flight 
heart  attack. 

It  was  on  an  American  Airlines 
flight,  a  cjuick  hop 
from  a  training 
seminar  in  San 
Antonio  to  Dal- 
las -  F  t .  Worth. 
Her  nitroglycerin 
pills  weren't 
enough.  "'Fhey 
tried  to  put  me  on 
oxygen- —  the 
mask  that  comes 
out  of  the  ceil- 
ing— but  the  tank 
didn't  work.  So 
they  brought  out 
a  portable."  A 
doctor   and  a 
nurse  on  board 
worked  quickly  to 
stabilize  her  while  the  plane  went  in 
for  an  emergency  landing.  "There 
were  no  other  planes  around,"  she 
recalls.  "They  came  in  so  fast,  I 
thought  we  were  going  to  go 
through  the  terminal.  They'd  no 
more  than  opened  the  door  than  the 
paramedics  were  on  the  plane  and  I 
was  on  a  gurney." 

Her  heart  attack  story  continues 
w  ith  disputed  diagnoses,  obstinate 
doctors,  sobbing  lovers  and,  finally, 
/a"0  open  heart  surgeries.  Suffice  it 
to  say  she's  got  a  new  attitude  for 
the  road.  "I  never  took  time  to  stop 
and  smell  the  roses  before,  you 
know.''  If  I  saw  a  sign  that  said 
'scenic  view,'  I'd  go  right  by.  Now 
I'll  take  it.  I  never  realized  the 
world  was  so  big."® 
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Mv  FRIEND  Tim  is  a  victim  of  his 
own  wealth,  ocnolof^ically  spcakinj^. 
Two  or  three  evenings  a  week  he 
carts  a  fabulously 
expensive  bottle  or 
three  from  his  cli- 
m  a  t  c  -  co  n  t  f  o  lie  d 
cuve  to  his  lavishly 
appointed  dinner 
table.  Happily  for  his  friends,  Tim 
is  as  generous  as  he  is  loaded,  so 
he's  likely  to  pull  the  cork  on  any 
stellar  bottle  his  guests  fancy:  1990 
Le  Montrachet  to  go  with  the  lob- 
ster, 1988  Ivafite  to  wash  down  the 
lamb,  1986  Yquem  to  savor  with  the 
poire  carameitsee. 

Betw  een  these  hoiiffes,  though, 
im  consumes  no  w  inc.  If  he  can't 
drink  from  the  top  shelf,  he'd  rather 
die  thirsty.  No  $10  bottle  has  e\cr 
been  sighted  on  his  premises. 

Label-lovers  like  Tim  may  actual- 
ly enjoy  the  ability  to  splurge  more 
than  they  like  drinking  wine,  a  pecu- 
iarly  American  phenomenon.  That's 
his  prerogative.  So  what's  wrong  with 
this  picture.-^  Simply  this:  all  of  the 
above  bottles  require  a  decade  or 
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more  of  aging  under  proper  condi- 
tions before  they  can  show  off  their 
breeding,  before  they  de\  clop  the 
nuance  and  \  el- 
V  e  t  y  texture 
that  only  matu- 
rity can  bring. 
While  a  steep 
price  tag  does 
not  necessarily 
guarantee  high 
quality,  it  is 
normally  asso- 
ciated with  a 
bottle  that 
v\'  i  11  re  w  a  r  d 


spending  a  hundred  bucks  on  a 
bodacious  bottle  and  drinking  it 
years  before  its  time,  you  have  lousy 
shopping  skills. 

For  those  of  you  who  like  wine, 
who  are  interested  in  drinking  well 
tonig/it  lind  do  not  require  the  mantra] 
of  a  famous  name,  I  have  listedl 
below  eight  categories  (and  nearly  7()l 
prcjducers)  that  offer  characterful! 
wines  worth  considerably  more  than] 
they  cost.  Use  the  following  roster  t( 
test  the  sincerity  of  your  local  mer 
chants:  if  they  blink  uncomprehend- 
ingly  at  this  list,  and  try  instead  tol 
sell  you  a  tired  Clalifornia  secondl 
label  or  some  thirti-rate  negorinni 
swill,  ditch  these  dinosaurs. 

Here's  another  reason  to  seek  out 
the  wines  below:  with  the  wine  mar 
ket  still  in  the  doldrums,  importers 
and  retailers  are  fmding  it  increasing- 
ly difficult  to  get  away  with  fat  mark- 
ups on  any  but  the  sexiest,  scarcest 
items.  Less  alluring  wines  produced 
in  sizable  quantities  are  in  many 
instances  virtually  being  given  away 
The  bottles  below  offer  value  not 
seen  in  the  U.S.  since  the  mid-198()s. 
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cellaring.  Premature  imbibers  w  ho 
pop  their  corks  early  are  getting  only 
a  fraction  of  the  pleasure  their  w  ines 
will  ultimately  yield.  If  you're 


1.  Alsace  pinot  blanc.  Ofte 
referred  to  as  the  poor  man' 
chardonnay,  pinot  blanc  from  the 
most  talented  Alsace  producers  can 
be  fresher  and  more  distinctive  than 
California  chardonnays  at  twice  the 
price.  This  is  a  fruity,  juicy,  dry 
w  hite  that  will  never  overwhelm 
food;  in  especially  ripe  years  like 
1989  and  1990,  pinot  blanc  from 
Alsace  can  achieve  a  creamy  texture 
and  substantial 
alcoholic  clout. 
Recommended 
producers,  w  hos^ 
bottles  genera 
sell  for  between 
$  7  and  $  1  2  I 
include  IJa//  Beyer 
Albert  Baxter,  Jeiin- 
Michel  Deiss,  Piern 
Frirk,  Huge  I.  Jos- 
rneyer.  Mare  Kreyden 
weiss,  Albert  Mann 
Ostertag,  Rol/y-Gassmaun,  Doinaiiii 
Se/ioffit,  Pierre  Se/tz,  Trimbaeh 
Doniaine  Weinbaeh,  Ziiid-Humbrecht. 
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A  query,  if  we  may. 
How  do  you  get  a  vision  that's  in  your 
lead  onto  a  piece  of  film  not  much  larger 
han  your  average  postage  stamp? 
No,  this  is  not  a  trick  question. 

It  s  what  photographers 
challenge  themselves  with 
day  and  night.  In  this  case: 
day.  Barely 

You  see,  pro  photographer 
Roger  Ressmeyer  knew  the 
sun  was  setting  and  lighting 
conditions   were  changing 


It's  designed  to  make 
the  most  of  an  invaluable 
piece  of  equipment  you 
already  have. 
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■peAFNikk: 
'fers  3D  Mulii 

?nsor  Balanced  ...       i  t      i  i  •  i 

ill  Flash.  Also  rapidly.  He  knew  the  wmd 

35  Slow/Rear 

Tducuon  md  surfcr  was  moving  erratically. 

P  Ftash-Svrtc   , ,       ,  ,  i       i  i 

9  ro  i/4uooih.  He  knew  he  only  had  an 
nstant,  or  less,  to  get  it.  He  knew  it  was 
Imost  impossible. 

He  knew,  however,  that  he  had 
lie  new  Nikon  N90.  A  camera 
lesigned  to  let  you  walk  away 
v\th  shots  from  situations  you 
vould  ordinarily  walk  away  from. 

The  Nikon  N90  has  Advanced 
-segment  Matrix  Metering,  with 
lowerful  software  which  analyzes 
Zh^rKed'^NUion  cxposurc   InstaHtly  and 

ealers  wherever 

7u  see  this  symbol,  accuratelv  even  in  difficult 

7r  more  info  on 

'd7he^e^,ciu^ne  Hght  sltuations.  Instances 

ikon  MasterCard. 

,11  i-Hoo-NiKON-35.  whcn  you  have  no  time  to 


<^  ■IB  think,  let  alone  meter.  With 
lur  new  D-type  AF  Nikkor  lenses,  which 
ctually  incorporate  subject  distance 
nformation  into  the  exposure,  Matrix 
/letering  moves  into  a  new  dimension, 
Juite  literally.  It  becomes  3D 
/latrix  Metering. 

The  N90  even  knows  when 
ou've  recomposed.  It  compares 
he  lighting  patterns  from  your 
iriginal  composition  to  those 
n  your  new  one.  That  way. 
i'hat  you  see  will  be  perfectly 
xposed  on  film.  Ask  Roger. 

Imagine  the  same  technology 
n  flash  photography  By  way  of 
he  world  s  only  5-segment  TTL 


with  our  SB-25  Speedlight  can  perform 
Matrix-like  analysis  of  the  scene  with 
Monitor  Pre-Flash  for  ideal  flash  output 
So  you  can  get  shots  you  would  never 
have  dreamed  of  trying  before.  A  severely 
backlit  portrait.  A  bride  in  white,  running 
through  a  shower  of  rice  as  the  sun  sets. 

The  Nikon  N90's  new  advanced  CAM 
246  Autofocus  Detection  System  focuses 
accurately  in  an  instant.  It  has  a  Wide-Area 
Focus  Detection  Sensor  that's  nearly  20% 
of  the  frame  width,  for  more 
creative  composition,  even  if 


the  subject  is  off  center  or  w,ih  an  s-segment 

ambient  Matrix 

moving.  Like  a  windsurfer  at  ^l;':^;!"^/;*.^- 

.  ware,  as  well  as  the 

20  knots  for  instance.         worlds  first  /ne- 

segmeni  TTL  flash 

And  what's  more,  with  the  ;Z"^Ji:'Z: 

xT*i        T-x       T  •   1  o  t3«  unprecedented 

Nikon  Data  Link  System,  you  degree  of  control. 
can  connect  the  new  Nikon 
N90  to  a  Sharp*  Electronic 
Organizer,  so  you  can  control  the  camera 
remotely  and  customize  operations  for 
the  way  you  like  to  shoot. 

Yet  another  accessory  with  creative 
features  is  the  MF-26  Multi-Control  Back. 
With  it  you  can  auto-bracket  ambient 
exposure,  and  auto-bracket  flash  output, 
among  other  things.  So  that  you  can  rest 
assured  you've  got  the  shot. 

Combined  with  this 
new  technology,  there 
is  a  solid  connection  to 
Nikon's  past.  Our  timeless  F  bayonet 
mount  accepts  nearly  80  Nikkor  lenses. 
Including  our  new  D-type  AF  Nikkors 
and  high-speed  AF-I  Nikkors. 

Of  course  there's  one  thing 
this  camera  can't  give  you.  The 
vision  inside  your  head.  The  idea 
that  sparks  a  feeling.  The  thought 
that  provokes  an  inquiry.  The 
brainchild  that  makes  someone 
say  "man.  what  a  picture" 

That's  up  to  you.  Question  is, 
which  photographic  tool  are 
you  going  to  choose  to  turn  that 

You  would  imagine  that  shooting  a  nun  tng  wmdsurjer  al  duskjrom  a  rocking  boat  would  be  sheer  vlslon  intO  realltV'^ 
hell-  But  with  the  I^'yO's  innovative  3D  Matrix  Metering.  CAM  246  Wide-Area  Autofocus.  Multi-  -t 

,     ,  ,      ....         Mon         A     Sensor  TTL  Flash  with  the  new  SB-2S  Speedlight.  and  a  35-70mm  fl2.S  D-t\pe  AF  Nikkor  lens.  em3NikimhiL.NikiinDataLinkSv.tema..ukihletmdV3 

lasn  sensor,  tne  NlKOn  INyU  used     Roger  Ressmever  made  the  experience  pure  paradise.  Then  again,  he  was  shooting  in  Hawaii.  Sharf^isaregisieredtradeniarkofSharpEleitromcsCorp. 


Nikon 

\Vfe  take  the  worlcft 
greatest  pictures: 


{The  Nikon  N90  System.] 


2.  Washington  State 

ODDBAZX  WHITES.  ExCCpt  fof 

a  handful  of  primo  cabernets 
with  tags  to  match,  prices  are  zf 
generally  low  for  just  about 
every  potable  from  Washing- 
ton State.  Dry  or  slightly 
sweet  whites  from  underap- 
preciated grapes 


DOMA/NE  ANDRE 


BRUNEL 


like  riesling,  chenin  blanc,  and 
semillon  may  not  be  as  classy  or 
complex  as  the  greatest  examples  of 
these  varieties  from  ranee  and  Ger- 
many, but  the  best  of  them  are 
refreshing,  long  on  flavor  and  amaz- 
ingly cheap.  Try  Cluiteau  Ste.  Michelle 
for  riesling  and  semillon,  Covey  Run 
Vintners  for  riesling  and  chenin  blanc, 
Hogue  Cellars  for  riesling,  chenin 
blanc  and  semillon,  Latah  Creek  Wine 
Cellars  for  riesling  and  chenin  blanc, 
L'Ecole  No.  41  for  semillon.  With  the 
exception  of  the  last,  all  of  the  above 
retail  for  $6  to  $8. 

3.  Red  Cotes  du  Rhone. 

Even  while  French  wine  prices 
soared  through  the  '80s,  the  wines 
of  the  Southern  Rhone  Valley  barely 
kept  pace  with  inflation.  Cha- 
teauneuf  du  Pape  remains  one  of  the 
great  values  of  the  wine  world,  with 
most  examples  in  the  $15-$25  range. 
And  generic  Cotes  du  Rhone,  made 
from  a  similar  blend  of  grapes  in 
adjacent,  lower-rent  neighborhoods, 
is  about  half  the  price  of 
Chateauneuf.  There's  an  ocean  of 
mediocre  Cotes  du  Rhone,  but  reds 
from  the  top  producers  arc  generous- 
ly flavored,  medium-  to  full-bodied 
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/ines  that  marry  well  with  a  vari- 
ity  of  red  meats  and  stews.  (The 
reds  are  a  far  better  bet  than  the 
often  coarse  and  alcoholic 
whites.)  In  this  very  warm  area  of 
France,  disastrous  vintages  are 
rare,  though  1991  was  a  mixed 
[  bag.  Look  for  Anelre  Brnnel,  Gni- 
gal,  Daniel  Brnsset.  Chapoutier, 
Chateau  de  Beaucastel's  Cru  de 
Coudelet,  Domaine  Gramenon,  Doniaine 
de  PEspigouette,  Domaine  Santa-Duc. 

4.  Languedoc-Roussillon 
REDS.  This  area  of  France  located 
west  of  Provence  is  terra  incognita  for 
most  American  wine  lovers — and  the 
world's  next  source  of  bargain-priced 
red  wine.  Although  Salvador  Dali 
insisted  that  the  center  of  the  uni- 
verse is  the  train  station  at  Perpig- 
nan,  only  a  handful  of  fervid 
importers  seeking  great  values  have 
actually  been  to  this  region.  Varietal 
gentrification  has  rapidly  trans- 


MAS 


f o r m e d  L a n g u e d oc -  R o u s s i  1 1  o n , 
with  the  indigenous  carignan  grape 
being  supplanted  by  the  "noble" 
syrah,  cabernet  sauvignon,  and  mer- 
lot  varieties.  At  the  same  time,  wine- 
making  here  has  leaped  from  the 
19th  right  into  the  21st  century:  once 
dismally  rustic,  dilute  and  fruit-free, 
the  red  wines  from  the  producers 
listed  below  are  concentrated,  clean 
and — dare  I  say  it — almost  stylish. 
The  September  rains  that  compro- 
mised the  1991  harvest  in  many  parts 
of  France  largely  spared  the  South- 
west, and  the  wines  from  this  vintage 
are  ripe  and  aromatically  complex,  if 
not  as  large-scaled  as  the  '90s.  Reds 
from  the  following  producers  are  all 
priced  under  $10:  Gilbert  Alquier, 
Chateau  de  Calage,  Chateau  de  Jau, 
Chateau  de  Paraza,  Chateau  Villeram- 
bert-Julien,  Doniaine  la  Colonihette, 
Doniaine  de  Fontsainte,  Doniaine 
Gauby,  Doniaine  des  Jougla,  Doniaine 
de  FHortus,  Domaine  Sainte  Eulalie, 
Daniel  Domergue,  Mas  Champart. 

5.  Australian  shiraz.  The 

robust  syrah-based  wines  of  Northern 
Rhone  Valley  appellations  like  Her- 
mitage, Cote-Rotie  and  Cornas  retail 
for  $18  to  $40 — or  more — and  require 
a  decade  or  more  of  cellaring  before 
they  achieve  silken  maturity.  While 
there  are  a  handful  of  ageworthy  and 
pricey  Australian  syrahs  ("shiraz,"  in 
Australian),  including  the  famed  Pen- 
folds  Grange  Hermitage,  your  typical 
Australian  model  is  softer,  less  tannic, 
more  overtly  fruity  than  its  Rhone 
\'alley  counterpart — 
and  a  lot  less 
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NewBalance  shoes 
come  with  pumpsr 
discs,orother  a 
gimmicks  to  make 
themfitbener? 


r 


See  that  running  shoe  on  the  left  of  this 
page?  You  can't  inflate  it  with  air.  There's  no 
Disc  Closure  Unit  for  you  to  hddle  with. 

Why  on  earth  would  anyone  buy  it? 
Because  it  fits. 

A  shoe  that  fits  better,  performs  better. 

Unlike  other  athletic  shoe  companies, 
we're  concerned  about  a  shoe's  fit  from  the 
very  first  stages  of  its  design. 

Take  the  M678,  the  shoe  pictured  here.  It's 
built  around  a  specially  developed  last  (the 
plastic  form  that  gives  a  shoe  its  shape)  to  per- 
fectly match  the  curvature  of  a  runner's  foot.  It 
also  provides  extra  room  in  the  toe  box  —  the 
place  you  need  it  most. 

More  importantly,  it's  sized  to  match  not 
just  your  foot's  length,  but  its  precise  v/idth— 
whether  it's  B  (really  narrow),  EEEE  (really 
wide),  or  something  in  between. 


Our  running  shoes  come  in  a  variety  of  widths,  just  like  feet. 


MEN 
M1500 
M998 
M860 
M678 
M660 
M580 
M530 
M520 
M495 
M480 
RS605LO 
RC600 


NARROW  - 

AA 


NARROW - 

EE  EEEE  WOMEN  AA 
W998 
W860 
W680 
W660 
W530 
W520 
W495 
W480 


-WIDE 

EE 


This  means  you  won't  have  to  inflate  the 
M678  to  make  it  snugger,  or  adjust  its  disc  to 
make  it  looser. 

It  also  means  you'll  be  able  to  take  full  ad- 
vantage of  New  Balance's  technological 
virtues,  including  ABZORB™-  an  exclusive 
cushioning  material  in  the  shoe's  rearfoot  that 
manages  to  be  both  lightweight  and  shock  re- 
sistant at  the  same  tim.e. 

What  the  M678  gives  you,  in  other  words, 
are  all  the  gimmicks  you  truly  need  in  a  run- 
ning shoe:  none. 

new  balance 

A  more  intelligent  approach  to  building  shoes. 


What  kind  oi  shoe  do  you  need?  What  kind  ot  runner  are  yoi 
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For  a  free  brochure  and  the  New  Balance  dealer  nearest  you,  call  anytime:  l-800-253-SH( 


expensive.  Cabernet  sauvignon  is  fre- 
quently added  to  give  these  wines 
more  backbone  and  shape.  A  low 
price  on  an  Australian  shiraz  almost 
always  signals  a  wine  that's  immedi- 
ately drinkable.  The  following  bottles 
can  be  found  for  ten  bucks  or  less: 
Peter  Lehman n,  Penfolds  Koonunga  Hill, 
Rothbnry  Estate,  Seppelt,  Wyiiiis. 

6.  Chianti  Classico.  Despite 
a  35%  decline  in  the  Italian  lira 
since  last  September,  Italy's  killer 
Bs — Barolo,  Barbaresco  and  Brunel- 
lo — remain  at  record  price  levels, 
and  typically  offer  poor  value  in 
relation  to  the  best  imports  from 
other  nations.  But  Tuscany's  Chi- 
anti, vastly  improved  in  recent 
years,  has  shown  signs  of  pricing 
sanity,  even  for  the  superb  1990 
vintage.  By  the 


zaiio,  Castello  di  Volpaia,  Foiitodi, 
hole  e  Olena,  San  Giusto  a  Renten- 
nano,  Selvapiana,  Villa  Cafaggio. 
Reserva  bottlings  from  these  pro- 
ducers will  set  you  back  a  few- 
bucks  more  but  are  usually  worth 
the  additional  investment. 

7.  Argentine  cabernet 
SAUVIGNON.  Among  South  American 
wine-producing  nations,  Chile  has 
garnered  most  of  the  press,  but  the 
attention  has  inspired  too  many 
estates  to  stretch  production,  leading 
to  more  wine  with  dwindling  taste. 
With  a  few  exceptions  (notably 


swankier  addresses,  there  are  literal- 
ly hundreds  of  crus  bourgeoises  and 
petits  chateaux — not  to  mention  a  host 
of  lesser-known  wines  from  satellite 
appellations  surrounding  the  princi- 
pal, and  far  tonier,  districts  of  the 
Medoc,  Graves,  St.  Emilion  and 
Pomerol.  Often  lower  in  acidity  and 
less  rigorously  tannic,  these  more 
obscure  wines  will  give  you  the  gen- 
tle glow  of  claret  without  the  jolt, 
and  are  far  more  conducive  to  early 
consumption.  There  are  shiploads  of 
unsold  wine  in  Bordeaux  these  days, 
including  some  of  the  most 
renowned  classified  growths,  so  you 
could  hardly  pick  a  better  time  to 
support  the  little  guys.  My  consis- 
tent favorites  include  Chateaux 
Canon  de  Brem,  Citron, 


way,  we're  talking  about  serious 
Chianti  in  Bordeaux  bottles,  not 
the  cheap,  straw-covered  fiaschi 
that  come  with  melting  candles 
and  red-checked  tablecloths.  At  its 
best,  Chianti  is  an  elegant,  medi- 
um-bodied, claret-like  wine  redo- 
lent of  cherries,  smoke  and 
spices — a  perfect  foil  for  a  wide 
range  of  red  meat  dishes.  Chianti 
iiormale  from  the  following  estates 
lists  for  $8  to  $15,  but  sharp-eyed 
shoppers  often  find  these  wines 
heavily  discounted:  Badia  a 
Coltibuono ,  Be ra rd e nga -Feb i n a , 
Casteirin  Villa,  Castello  di  Cacchi- 
ano,  (Castello  di  Fonterutoli,  Castello 
di  Montegrossi,  (Castello  di  Nipoz- 


reserve  cabernet  sauvignon 
bottlings  from.  Cousino  Macul,  Santa 
Rita  and  Errazuriz  Panquehue),  the 
Chilean  wines  I've  tasted  in  recent 
vintages  have  been  stripped  of  fla- 
vor— cheap  but  pointless.  All  the 
while,  though,  a  handful  of  produc- 
ers in  Argentina  have  been  offering 
gutsy  cabernets  at  soft-currency 
prices,  and,  luckily  for  us,  these 
wines  are  finally  finding  their  way 
into  the  American  market.  Look  for 
Flichman  's  Caballero  de  la  Cepa, 
Navarro  Correas,  and  Bodegas  Weinert. 
They're  all  in  the  $10  range. 

8.  Bordeaux  without  pedi- 
gree. Not  all  claret  is  made  by  and 
for  Rothschilds.  Alongside  the 


Dalem,  Labe- 

gorce-Zede,  Meyney,  Phelan- 
Segur,  Potensac,  Poujeaux,  Senejac,  Roc 
de  Canibes,  Tayac  (Cuvee  Prestige 
and  Cuvee  Reservee),  La  Tour  Haut- 
Caussan,  La  Tour  du  Haut-Moulin.  All 
of  the  above  wines  are  priced  below 
$20,  and  often  closer  to  $10;  1989 
and  1990  are  the  vintages  to  buy  and 
enjoy  today. 

Stephen  T  a  n  z  k  r  is  editor  and 
publisher  of  New  York  Wine  Cel- 
lar, a  32-page  bi -monthly  nez^-sletter  cov- 
ering the  world's  fine  xc'ines.  Annual  sub- 
scription: $48.  For  more  information, 
call  212-772-0-15-1. 
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Our  undercovered 
reporter  rediscovers 
the  pleasures  off  camp 
and  hates  the  ffood 
at  the  Canyon  Ranch 
in  the  Berkshires. 


I 


By  Duncan  Christy 


I  NOW  KNOW,  courtesy  of  the 
Canyon  Ranch  in  the  Berkshires, 
how  the  great  pharaohs  must  have 
felt  as  they  were  ritually  prepared 
for  the  afterlife.  Lying  on  a  table, 
my  limbs  kneaded  with  "ess.ential 
oils"  by  a  dutiful  maiden,  listening 
to  a  meditative  cassette  tape  croon 
to  me  about  the  golden  light  ema- 
nating from  my  stomach,  wrapped 
loosely  in  a  blanket  and  towels  to 
seal  in  the  anointment,  I  was  as 
close  as  I  will  probably  ever  come 
to  being  embalmed. 
And  I  loved  it. 

The  metamorphosis  from  suspi- 
cious masculine  throwback  to  spa- 
loving  contemporary  sybarite  wasn't 
instantaneous.  Actually,  it  began 
with  the  creeping,  minute-by- 
minute  pleasure  of  a 

a Swedish  massage  on 
my  first  evening  at 
the  spa.  Yes,  I  admit 
it  —  I  had  always 
looked  on  such 
things  as  massages 
and  other  pamperings  with  the  kind 
of  tacit  scorn  that  men  reserve  for 
their  women's  indulgences.  "We're 
lean  and  sinewy  and  Spartan;  they're 
soft  and  voluptuous  and  Egyptian," 
read  the  diagnostic  on  my  gender  cir- 
cuitry. They  went  to  the  spa  while 
we  donned  foul-weather  gear  and 
played  18  in  the  driving  rain.  But  as  a 
mighty  woman  worked  me  over  that 
night,  vigorously  probing  and  then 
dispatching  all  those  pockets  of  mus- 
cular tension,  one  thought  bobbed 
along  like  a  buoy  on  my  docile  brain: 
"Hey.. .this  is  niceT 

The  experience  of  the  Canyon 
Ranch  is  like  being  sent  back  briefly 
to  summer  camp.  There  are  all  those 
fun  things  to  do — only  now,  instead 
of  archery  and  lanyard-weaving  and 
tight  little  short  pants,  it's  smart 
muscle  circuits  and  hydrotherapies 
and  flowing  cotton  robes.  Instead  of 
musty  cabins,  it's  gleaming  weight 
rooms.  To  people  accustomed  to  a 
chore-studded  routine  of  only  inter- 
mittent pleasures,  it's  quite  childish- 
ly appealing.  The  mind  actually 
dances  in  anticipation:  "Let's  see...I 
could  do  a  dynamic  stretch  class. 


take  a  tennis  lesson,  do  some  tai  chi, 
have  a  dream  analysis,  and  still  fit  a 
Russian  sports  massage  in  before 
dinner."  Or,  "I  could  sign  up  for  a 
hike,  take  aerobic  cross  training,  take 
a  charcoal  sketch  class,  work  out  on 
the  heavy  bag  and  then  meditate 
with  a  private  instructor."  And,  mus- 
cles permitting,  you  can. 

I  did.  I  overdid,  with  the  cheerful 
zeal  of  a  compulsive  shopper  with  15 
minutes  to  closing  time.  I  went  from 
class  to  class,  from  massage  to  mas- 
sage, from  consultation  to  consulta- 
tion. I  stretched  muscles  I  didn't 
knew  existed,  and  muscles  I  still 
can't  pronounce.  I  had  so  many  mas- 
sages that  essential  oils  were  fighting 
for  space  on  my  skin. 

But  I  wasn't  worried;  if  things  had 
really  gotten  out  of  hand,  there  was 
always  a  behavioral  therapist  on  staff 
to  discuss  my  obsessions  with  me. 

When  did  I  realize  that  Ld  broken 
out  of  the  pupa  of  my  male  igno- 
rance.'' Undoubtedly,  it  was  the  mud. 
The  mud  treatment.  The  last  of  that 
Spartan  disdain  seemed  to  fade  with 
each  daub  of  warm  bog  extract, 
painted  on  me  by  yet  another  spirit- 
ed staff  member.  Not  just  any  mud, 
mind  you,  French  mud,  from  a  bog 
uncorrupted  by  tree  resins.  (You 
have  no  idea  how  insidious  those 
tree  resins  can  be...)  This  mud,  she 
explained  as  my  skin  color  went  from 
flesh  to  escargot,  had  been  chemical- 
ly analyzed  to  reveal  some  300  differ- 
ent plant  residues.  All  of  them  were 
now  collaborating  to  stimulate  my 
skin,  and,  by  holistic  extension,  my 
life.  After  sauteeing  nicely  in  this 
essence,  I  was  sent  into  a  stinging, 
15-headed  shower  which  pummeled 
me  like  a  burst  building  sprinkler, 
and  then  rubbed  over,  yet  again, 
with  those  omnipresent  oils.  Slack- 
jawed  with  pleasure,  I  could  reach 
but  one  conclusion:  ''Vive  la 
Fronccxhacun  a  son  goo."" 

Which  is  more  or  less  the  attitude 
to  take  to  a  spa.  They  exist  to  make 
you  feel  better,  it  is  not  too  obvious 
to  point  out,  and  particularly  for  you 
old-fashioned  males  (your  number 
now  reduced  by  one),  it's  important 
to  yield  to  at  least  some  of  the  sensu- 
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To  err  is  human. 
To  guarantee,  divine. 

That  misplaced  apostrophe  in  our  name  is  a  boo-boo 
from  the  early  days,  when  our  quality  control  was  (obviously) 
a  little  skimpy. 

Lots  of  people,  especially  English  teachers,  have  taken  us 
to  task  for  it.  It  makes  us  cringe  today.  But  in  a  funny  way,  that 
out- of- place  apostrophe  has  served  our  customers  very  well. 

You  see,  every  time  we  think  about  it,  it  reminds  us  that 
we're  only  human.  And  that  we  can't  ever  be  too  careful  about 
what  we  sell  or  how  we  deal  with  the  good  folks  who  favor 
us  with  their  business. 

Truth  is,  we  depend  on  their  trust.  As  direct  merchants,  we 
sell  by  catalog- classic  clothing,  soft  luggage,  home  furnishings. 
Folks  have  to  feel  that  anything  they  see  in  our  catalog  will 
deliver  as  promised. 

Still,  we  know  that  occasionally  we  will  goof.  So,  we  add 
one  more  feature  to  our  product  line,  the  Lands'  End  guarantee: 

We  accept  any  return,  for  any  reason,  at  any  time. 
Without  any  conditions. 

We  want  no  mistakes  about  that. 

Guaranteed.  Period! 


©1993,  Lands' End.  Inc. 


If  you'd  like  a  free  catalog,  call  us  any  time,  24  hours  a  day,  at  1-800-356-4444 
Or  mail  this  coupon  to:  1  Lands'  End  I^ne,  Dept.  JE,  Dodgeville,  Wl  53595 
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al  blandishments.  No  one  will  think 
less  of  you  if  you  have  a  facial,  I 
assure  you.  I  know  I  won't. 

The  Canyon  Ranch  in  the  Berk- 
shires  is  the  East  Coast  sibling  of  the 
original  and  very  successful  Canyon 
Ranch  in  Tucson,  Arizona.  It  was 
constructed  four  years  ago  on  a  for- 
mer estate  of  robber  baron  vintage 
and  proportions.  The  original 
owner's  choice  of  shelter  was  nothing 
less  than  a  faithful  replica  of  Marie 
Antoinette's  Petit  Trianon,  a  stately 
brick-and-granite  palace  quite  amus- 
ingly out  of  character  with  the 
abstemious  spa  credo.  To  this  magis- 
terial opulence  the  Canyon  Ranch 
grafted  100,000  square  feet  of  spa 
facilities  and  120  guest  rooms  and 
suites.  There's  been  some  grousing 
about  the  new  architecture,  but  what 
were  the  new  owners  to  do.''  Brick- 


and-granite  palaces  are  supposed  to 
contain  powdered  people  in  organdy 
and  crinoline  doing  minuets,  not  per- 
spiring people  in  Spandex  doing 
abdominal  reps.  Yes,  the  guest  wings 
look  exactly  like  prep  school  dormito- 
ries, but  short  of  putting  the  buildings 
and  walkways  underground,  there  was 
clearly  no  sense  in  trying  to  match  the 
unnatural  grandeur  of  the  original. 

The  spa  facilities  are  brilliant,  as 
they  should  be,  and  have  to  be 
blamed  for  encouraging  campers  like 
myself  to  do  too  much.  They're  also 
open  late,  which  is  nice  for  people 
who  answer  to  one-word  imperatives 
like  "Pump!"  or  "Burn!"  The  spa 
staff  is  friendly,  professional,  enthu- 
siastic and  helpful,  even  to  answering 
questions  on  the  metaphysical  order 
of  "Why  am  I  doing  this.''" 

I'd  strongly  advise  people  \  isiting 


for  the  first  time  to  scrutinize  the 
brochure  which  arrives  in  advance. 
The  staff  is  extensive,  and  can  offer  a 
lengthy  list  of  personal  consultations 
in  such  areas  as  diet,  yoga,  triathalon 
training,  biofeedback  and  medita- 
tion. But  if  you  should  find  yourself 
set  on  something — dream  analysis, 
say,  for  the  Jung  at  heart,  or  individu- 
al tennis  lessons — you  can  and 
should  book  ahead.  The  best  way  to 
take  advantage  of  the  spa,  in  my 
opinion,  is  to  schedule  a  full  day  of 
activities,  and  then  unwind  with 
something  sensual  like  an  aromather- 
apy or  a  hydromassage.  That  way, 
you  can  view  yourself  at  nightfall  as 
"a  well-oiled  machine,"  and  be  at 
least  half-right. 

Here's  a  simile  for  our  times:  "as 
rare  as  a  single  man  at  an  upscale 
spa."  Intelligently,  the  Canyon 
Ranch  has  recently  been  structuring 
more  "guy"  activities,  that  smack 
less  of  the  spa  and  more  of  the  gym. 
They  had  undoubtedly  noticed  the 
preponderance  of  women  on  the 
premises — I  know  I  did,  jogging 
through  pool  aerobics  with  17 
women.  So  Boxercise  and  male 
stretch  classes  have  joined  the  sched- 
ule, as  well  as  simple  pickup  basket- 
ball games  of  half-court.  And  men,  if 
you  do  come  with  your  mate,  you 
may  want  to  think  about  coordinat- 
ing your  "aromatic  formulas."  I  got 
back  at  the  end  of  one  day  smelling 
like  pine,  peppermint  and  sandal- 
wood. Madame  got  back,  reeking  of 
lavender,  eucalyptus,  marjoram  and 
orange.  We  threw  off  sparks  each 
time  we  neared  each  other,  and  fret- 
ted all  night  about  the  possibility  of 
spontaneous  combustion  in  our  oil- 
soaked  sheets. 

Which  brings  us  finally  to  the 
food.  On  the  subject  of  the  food,  I 
have  a  bone  to  pick  with  the  Canyon 
Ranch.  Or  rather,  I'd  like  to  have  a 
bone  to  pick — a  hefty,  marrowful, 
gravy-steeped  animal  product  that 
muscled  onto  my  palate  like  the  Dal- 
las offensive  line.  But  I'll  never  get 
that  there.  Because,  for  reasons 
known  best  to  its  management,  the 
Canyon  Ranch  in  the  Berkshires  has 
chosen  to  limit  its  menu  to  an  unap- 
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The  management  of  wealth 
made  simple. 


Once  it  was  enough  to  invest  wisely  in 
domestic  blue  chip  securities. 

Today  a  portfolio  that  ignores  global  real- 
ities can  expose  you  to  unacceptable  risk.  And 
limit  opportunities  for  reward. 

Yet  the  complexities  of  managing  a  truly 
global  portfolio  are  more  dian  most  people  are 
willing  to  undertake. 

Fortunately,  there's  The  Private  Bank  of 
Union  Bank  of  Switzerland. 

As  one  of  the  world's  few  Triple-A  rated 
banks,  UBS  has  resources  and  expertise  in 


global  portfolio  management  unmatched  by 
any  other  financial  institution. 

Which  is  why  we  have  been  the  portfolio 
managers  of  preference  to  generations  of  indi- 
viduals and  their  families  for  over  125  years. 

If  you  have  investible  assets  of  $3  million 
or  more,  please  contact  Peter  E.  Guernsey,  Jr. 
at  (212)  715-3821. 

Allow  us  to  assist  you  in  simplifying 
the  new  complexities  and  rewards  of  today's 
portfolio  management. 


^s)  The  Private  Bank 


Sjv  Union  Bank 
of  Switzerland 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171  Telephone:  (212)  715-3000  Fax:  (212)  715-3498 

Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


tizing  collection  of  dishes  as 
sent  of  taste  as  they  are  of  style. 
The  bad  news  began  at  our  first 
;al,  a  lunch.  If  there's  any  dish  that 
)uld  be  a  signature  of  spa  cuisine, 
s  gazpacho,  that  garlic-laced 
mage  to  vegetables  that  barely 
^isters  on  the  calorie  chart.  What 
ived  were  a  few  crudely  chopped 
getables  in  a  thin  puree  that 
iked  like  the  sauce  left  over  when 
u'vc  drained  a  can  of  Italian  toma- 
;s.  My  wife  was  equally  lucky:  a 
tery  "pesto"  so  devoid  of  flavor 
It  she  finally  put  down  her  cutlery 
d  asked  for  an  explanation.  "Of 
jrse,  there's  no  oil  or  cheese  in  it," 
;  waitress  explained  proudly. 
As  it  happens,  neither  of  us  needs 
1  cuisine,  but  we  have  no  objec- 
n  to  it  as  long  as  the  food  is  flavor- 
and  the  presentation  deft.  Strikes 
both  counts,  unfortunately.  After 
lineapple  pie  whose  chief  ingredi- 
ts  were  cottage  cheese  and  skim 


milk,  I  found  myself  dreaming  of 
those  Greek  coffee  shops  where 
calorie-pumped  desserts  revolve  in  a 
virtual  parade  of  potential  gluttony. 
Make  mine  meringue,  I  vowed,  and 
as  soon  as  possible. 

"But  it's  a  spa,"  I  hear  you  saying. 
But  what  if  you  haven't  come  to  be 
deprived  of  calories,  but  just  to  pam- 
per yourself  and  have  fun.-^  For  the 
money  that  you'll  pay,  you  have  the 
right  to  demand  better.  The  Canyon 
Ranch  has  been  busily  promoting  its 
spa  cuisine,  and  actually  trademarks 
various  dishes  on  the  menu;  but  if 
you're  like  us,  you'll  find  yourself 
reduced  to  eating  fruits  and  crackers, 
and  looking  for  a  chance  to  slip  into 
town  for  a  quick  cheeseburger. 

1  pose  the  question:  why  not  two 
menus.''  Why  not  one  for  those  who 
can't  be  trusted  to  make  responsible 
decisions  about  food  and  have  to  be 
treated  like  recalcitrant  children  at  a 
fat  camp,  and  another  for  the  rest  of 


us.''  Why  should  we  all  suffer.''  "Oh, 
there  are  a  lot  of  people  here  with 
eating  disorders,"  was  the  reply  when 
we  bearded  a  waitress,  who  cited  that 
endless  list  of  food  "allergies"  that 
people  today  imagine  is  the  reason 
why  they  can't  keep  the  avoirdupois 
from  around  their  tummies,  and  why 
their  lives  aren't  more  successful. 

And  it's  more  than  just  the  food, 
it's  the  whole  repressive  approach,  in 
which  food  isn't  a  daily  gift,  but  a 
kind  of  necessary  enemy  to  be  con- 
sumed but  mistrusted.  Don't  get 
caught  smoking  in  your  room — the 
disclaimer  you  sign  upon  arriving  pro- 
vides for  a  stiff  "deodorant"  charge 
should  your  room  need  to  be  sani- 
tized of  tobacco  products.  Alcohol.-' 
Boarding  school  alumni  can  re-enact 
the  thrill  of  smuggling  in  alcohol  past 
the  watchdogs  at  the  front  desk,  from 
a  well-provided  downtown  liquor 
store.  Caffeine.''  Well,  "the  choice  is 
now  up  to  you,"  a  flyer  in  the  menu — 
which  I  mistakenly  hoped  was  the 
wine  list — advises.  My  wife  and  I 
found  ourselves  asking  for  "real  cof- 
fee" in  low  tones,  lest  we  be 
denounced  later  the  same  morning  in 
pool  aerobics  or  "Positive  Power." 

It  was  kind  of  funny,  actually:  we 
felt  something  like  the  mischievous 
urchins  forever  stepping  on  Miss 
Hannigan's  foot  in  Annie.  And  all  of 
those  restrictions  really  didn't  pre- 
vent us  from  enjoying  ourselves.  The 
glorious  Berkshires  in  the  back- 
ground and  that  glistening  spa  are 
enough  to  keep  anyone's  endorphins 
reasonably  high.  If  I  have  any  mes- 
sage to  send  to  the  Canyon  Ranch. ' 
this:  "Lighten  up  a  little,"  and  e  cry- 
one — everyone— have  more  u'l  SS 

The  Canyon  Ranch  in  tb  iKshires 
has  an  extensive  arra-  schedules 
available,  from  4-d:^  night  week- 
day and  weeker  .ckages  ($810- 
890  per  person  .ole  occupancy)  to 
a  "Total  I  >tyle  Plan"  of  8- 
days/7-nig'  v4>2,020).  Rates  vary  by 
season,  ?  ,  depending  on  the  pack- 
age, in(  ide  some  services.  Kemble 
St.,  B^llefontaine,  Lenox,  MA 
01240.  800-742-9000;  413-637-4100. 
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AUDEMARS  FIGUET 

The  master  watchmaker. 


The  Royal  Oak  leather  strap 
version  with  automatic 
movement. 


Twenty  years  ago,  Audemars  Piguet  issued  an 
extraordinary  challenge  to  its  master  watch- 
makers: create  a  sports  watch  immediately 

'   -)-jr 


The  Royal  Oak  Jubilee.  This  limited  edition  of  1000  pieces 
was  created  on  the  occasion  of  the  twentieth  anniversary  of 
the  original  model 


recognisable  for  its  style  and  elegance  which 
would  at  the  same  time  raise  steel  to  the  status 
of  a  precious  metal.  A  hundred  years  of 
accumulated  skill  and  experience  in  fine 
watchmaking  went  to  work  and,  after 
many  months,  a  totally  distinctive  new 
watch  began  to  emerge. 

Its  uniqueness  of  form  became  immediately 
clear.  Decisive,  individual,  ageless. 


Audemars  Piguet  called  it  the  Royal  Oak,  becai) 
its  unique  octagonal  bezel  design  echoed  t 
shape  of  the  portholes  on  a  famous  British  fc 
tleship  -  itself  named  after  the  great  oak  ti 
whose  hollow  trunk  protected  the  fugitive  Ki 
Charles  II  during  the  English  Civil  War.  T' 
eight-sided  bezel,  secured  to  the  caseback, 
white-gold  hexagonal  bolts,  concealed 
equally  sophisticated  yet  ultra-slim  au 
matic  movement. 

The  Royal  Oak.  A  design  often  imitate 
but  never  equalled.  One  of  a  kind;  1 
the  person  who  wears  one. 


The  Royal  Oak  Dual  Ti 
A  single  automatic  movement  displaying  two  different  time-zo, 


Every  Royal  Oak  may  be  considered  as  a  uniq 
piece,  its  secrets  jealously  guarded  by  c 
master  watchmakers.  Truly  one  of  the  gr* 
designs  of  this  century;  and  probably  the  ne 


The  Royal  Oak  for  taa 
Ultra-thin  movem 


iUDEMARS  FIGUET 

The  master  watchmaker. 


The  Royal  Oak  Perpetual  Caletidar  The  ultimate  blend  of  design  and  technology. 


)ne  of  the  great  designs  of  this  century 
And  probably  the  next 


The  Meeting  Place  - 
Discover  the  largest  selection  of  the  most 
<wned  jewelry  and  timepieces  in  the  world . . . 


The  Beverly  Hilton 

9876  Wilshire  Blvd..  Beverly  Hills  902  JO,  U.S. A. 
Tel  (310)  276.5556;  Fax  (310)  859.0712 


Last  IVIay  I  took  the  iiltiniatc 
roacl  trip:  cross-coLintry,  up  and 
down  and  back  and  forth,  from  San 
Francisco  to  New  York.  And  of  all 
the  advice  I  ^ot  before  flooring  my 
rent-a-car  across  the  Golden  Gate 
Bridge  —  all  the  "yon  oughtas," 
"you  should n'ts"  and  "you  gotta 
sees" — rhe  only  counsel  1  paid 
attention  to  was:  "You'd  better  take 
some  books  on  tape." 

But  which  books  —  tapes, 
rather — to  take.''  No  stuffy  English 
scribbler,  no  translation,  no  heavy 
tome  of  ancient  wisdom  would  do 
for,  say,  the  dense  forests  of  Oregon, 
the  dusty  deserts  of  Utah,  the  wind- 
ing backroads  of  Arkansas,  or  the 
traffic-jammed  turnpike  of  Jersey. 


three  hours  of  i^eatness  and  Bud- 
dhism. The  mountains  are  too  dra- 
matic, the  beaches  too  awesome,  and 
the  curves  too  tight  and  plentiful.  A 
friend  later  told  me  he  thought  it  was 
a  pretty  good  tape — but  then,  he  lis- 
tened to  it  while  driving  his  kids 
through  Connecticut — so  I'll  just 
have  to  take  his  word  for  it.  All  I 
could  follow  was  the  road.  {The  Dhar- 
ina  Bums  is  available  on  Audio  [liter- 
ature from  American  Audio  Prose 
Library,  $16;  800-447-2275.  An 
abridged  On  The  Road,  read  by  David 
Carradine,  is  now  out  from  Penguin- 
Highbridge,  $16;  800-253-6476.) 

I  had  better  luck  with  Francis 
Parkman's  The  Oregon  Trail,  read 
quite  adequately  over  eleven-and-a- 


Reviews  On  Tape 


On  The  Road: 
Americai  At 
PLAY 


Bv  Nkai.  San  I  K lm ANN 


American  authors,  I  decided,  were 
the  way  to  go:  specific  works  for  spe- 
cific settings — subject  to  availabili- 
ty, of  course. 

It  was  with  that  last  constriction 
in  mind  that  I  chose  an  abridgement 
of  Jack  Kerouac's 
The  Dharnia  Bums, 
read  with  spirit  by 
Beat  Generation 
high  priest  Allen 
Ginsberg,  for  my 
drive  up  Route  1 
along  the  Cjalifornia 
coast. 

I  know,  I  know.  On 
The  Road  is  the  obvi- 
ous choice  for  a  road 
trip.  But  that  Kerouac 
classic  wasn't  out  on 
tape  back  in  May.  (It  is 
now — see  below.)  And 
it  didn't  matter  anyway, 
because  I  q  u  i  c  k 1 y 
learned  the  first  rule  of 
recorded  books  on  the 
road:  the  more  intense  the  scenery, 
the  less  intense  the  tape  should  be. 
It's  impossible  to  pay  attention  to 
anything  a\ong  Route  1,  much  less 


half  hours  by  Adrian  Cronauer,  of' 
(rood Morning,  Vietnam  fame.  Park-j 
man  was  a  stuffy  Easterner  and 
accomplished  horticulturist  who  sud- 
denly decided  to  hit  the  trail.  Pub- 
lished in  1849,  his  pre- 
P.C.  narrative  (the 
Indians  are  all  "sav- 
ages," and  those  cud- 
dly buffalo  "stupid" 
and  "ugly")  takes  you 
step-by-step  through 
the  sometimes  pleas- 
ant, sometimes  grisly 
reality  of  19th-centu- 
r  y  road  trips. 
Fhough  Park  man 
never  made  it  past 
Wyoming,  his  tale 
still  made  for  inter- 
esting listening 
through  Oregon's 
timber  country, 
past  Portland,  and 
up  the  (Columbia 
River  to  the  deserts  lying  east.  By 
the  way,  this  year  marked  the  150th 
anniversary  of  the  Trail.  (Recorded 
Books,  $59;  800-638-1304.) 

Winding  my  way  north  into  Wash- 
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water  dances, 


onder  why  it 


T/it  ir's  oii/\  our  ///\///y  lialrl  iii 
/iii/ir  on  t/ii'  hfdili.  One  n'llli 
i-vcnth  'nio  \oii  iim/  to  rlo  />ii_<i- 
iii-ss.  tis  a  I'll  lis  rvfryf/iino  y,,/, 
III')//  to  t"i'^i'!  "/'Oil!  I/.  Ii/fro- 
fluiinji  Sh  II  Hers.  I'm  ini/ix  fro  in 
}loll\'^-oo(l.  srcfii  Jroiii  Hi  i  frl\ 
lli/h  inifl  II  fool  from  l/u-  siiiitl. 
Rrsi  i  z  i/tioii  \ :  /  -  ,V('(  '-,)'  )'-/•  <hhh>. 
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HOTEL     ON      THE  BEATH 
SANTA  MONICA 


ington  along 
lonely  Route  12,  past 
Walla  Walla  and  through  the  puffy 
green  foothills  of  the  Rockies,  I 
popped  in  Annie  Dillard's  38- 
minute  rendition  of  Total  Eclipse, 
one  of  her  essays  from  Teaching  A 
Stone  To  Talk.  "It  had  been  like 
dying,  that  sliding  down  the  moun- 
tain pass,"  the  author  begins, 
sounding  not  unlike  a  school  marm 
instructing  a  classroom  full  of 
enthralled  students.  The  story — 
one  woman's  plunge  into  a 
moment  in  time  near  Yakima, 
Wash. — proved  quite  diverting. 
Just  be  sure  you  give  the  teacher 
your  full  attention.  (American 
Audio  Prose  Library,  $14.) 

Heading  south 
through  Idaho  along 
Route  95  —  the 
Salmon  River  be- 
side me,  the  Rock- 
ies all  around— the 
setting  just 
seemed  right  for  a 
little  Hemingway. 


After  all.  Papa 
loved  to  fish,  he 
loved  the  wilder- 
ness,  and  he 
offed  himself 
with  a  shotgun 
in  the  town  of 
Ketchum  near- 
by. Given  the 
primitive  quality 

of  some  of  the  recordings  on  h.i/nsf 
Hemingway  Reads,  I'd  recommend  it 
for  groupies  only.  But  while  I'm  not 


one  of 
those,  I 
listened, 
rapt,  through 
4.S  minutes  of 
his  haunting, 
faraway  read- 
ings: In  Harry 's 
Bar  In  Venice,  Sat- 
urday Night  At  The 
Whorehouse  In  Billings, 
Montana,  Second  Poem 
To  Mary,  and  others. 
(Harper  Audio,  $12;  800- 
331-3761.) 
Idaho  is  a  big  state. 
Driving  south  on  Inter- 
state 84,  the  wind  whipping  sand 
and  tumbleweeds  across  the  high- 
way in  front  of  me,  I  began  to  feel 
lonesome  and  forlorn.  And  so  I 
gave  a  listen  to  Marilynne  Robin- 
son reading  from  the  last  two  chap- 
ters of  Housekeeping,  her  award-win- 
ning tale  of  family  turmoil  in  small 
town  Idaho.  Excerpts  might  not  be 
everyone's  cup  of  tea,  but,  again,  I 
fell  for  the  voice.  Robinson  delivers 
each  sentence  like  she  wasn't  in  the 
mood,  and  her  hesitant  reading  only 
adds  to  the  juicier  passages:  "We  sat 
at  a  hot  green  metal  table,  weather- 
dulled  and  sticky,  and  loud  black 
flies  with  rainbows  in  their  wings  fed 
at  the  pools  of  drying  ice  cream  and 
then  scrubbed  their  maws 
meticulously 
with  their 
forelegs,  like 
house  cats." 
Got  t  h  a  t 
Together 
with  selec- 
;  tions  from 
Mother  Country, 
it's  totally 
engrossing, 
though  only  90 
minutes  long. 
(American 
Audio  Prose 
library,  $14.) 
H ousekeeping 
ended  just  as  I 
was  crossing  the 
Utah  border.  And  so  I  wasted  no 
time  in  firing  up  Zane  Grey's  Riders 


Of  The  Purple  Sage,  twelve-and-a-half 
hours  of  dime-novel  pulp,  wonder- 
fully read  by  the  crusty-voiced  Don- 
ald Buka.  What  can  you  say  about 
angry  Mormon  elders,  gentle  hero- 
ines, mysterious  rustlers,  and  a  bad- 
ass gunslinger  on  a  blind  horse:  "A 
gentle-voiced,  sad-faced  man  who  is 
a  hater  and  killer  of  Mormons." 
What  can  you  say  but:  "Yee- 
hawww!!"  At  times  Riders  seemed  to 
go  on  forever,  but  it  was  easy  to  fol- 
low, thoroughly  fun  and  dumb,  and 
the  perfect  accompani- 


Riders  of  the 
Purple  Sage 


by  Zane  Grey 


ment  down  Interstate 
15,  across  the  desert,  'round  Grand 
Junction,  Colo.,  and  right  on  through 
the  Rockies.  (Recorded  Books,  $68.) 

At  the  New  Mexico  border  I  hit  a 
couple  of  bumps.  Driving  back  west 
from  Raton,  I  tried  Rudolfo  Anaya 
Reading,  40  minutes  of  excerpts  from 
the  New  Mexico  native's  own  Bless 
Me  Ultima  and  La  Tortuga.  Sure, 
Anaya's  prose  gave  me  a  better  feel 
for  that  special  relationship  New 
Mexicans  have  with  the  earth,  but 
passages  about  children  in  school 
plays  and  in  the  hospital  just  weren't 
right  for  the  road.  After  overnighting 
in  Eagle  Nest,  I  continued  south- 
west to  Santa  Fe,  and  threw  in  natu- 
ralist Ann  Zwinger's  Run,  River,  Run. 
I  wasn't  thrilled.  This  three  hour 
New  Age  dissection  of  the  Green 
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River  (yeah,  I  know — wronj^ 
state)  is  hardly  great  literature, 
and  the  author's  plodding  voice 
proved  almost  unbearable.  If 
you're  into  recordings  of  bab- 
bling brooks  you  might  like  this. 
Myself,  I'd  rather  look  at  nature 
through  my  car  window  than 
have  someone  read  it  to  me. 
(Anaya  is  from  American  Audio 
Prose,  $14;  Zwinger  is  from 
North  Word,  $17;  800-336-5666.) 

Interstate  40  from  Santa 
Rosa,  N.M.,  to  Amarillo  is  prob- 
ably the  most  boring  drive  in 
the  world.  I  thought  about  giv- 
ing The  Dhanud  Bums  another 
chance,  but  instead  dropped  in 
William  Least  Heat-Moon's 
Blue  Highways  to  see  how  he 
handled  his  own  cross-country 
trip.  This  three-hour  abridg- 
ment finds  the  author  bumping 
through  the  smallest  towns  he 
could  find,  talking  to  all  the 
losers,  and  claiming  he  had  no 
game  plan.  (C'mon,  Mr.  Heat- 
Moon — you  had  your  tape 


William  Least  Heat-Moon*s 
Blue  Highways  finds  the  author 

bumping  through  the  smallest 
towns  he  could  find,  talking  to  all 

the  losers,  and  claiming  he 
had  no  game  plan.  It's  a  must  for 
long-distance  drivers. 


recorder  with  you,  didn't  you.'') 
And,  as  skillfully  rendered  by 
some  guy  named  Keith  .Szaraba- 
jka,  it's  one  thoroughly  engross 
ing  book.  A  must  for  long-dis 
tance  drivers.  (Simon  &  Shuster 
Audioworks,  $16;  800-223-2348) 

Only  slightly  less  boring  than 
Interstate  40  is  the  state  of  Okla-i 
homa.  But  the  remedy  is  lanj 
Frazier's  Great  Plains,  read  bv 
the  author  in  a  three-houij 
abridgment.  "The  beauty  of  the 
plains  is  not  just  in  themselves 
but  in  the  sky,  in  what  you  think| 
when  you  look  at  them,  and  in 
what  they  are  not,"  reads  Fra- 
zier.  As  I  passed  field  after  fieldl 
of  flat,  unphotographable  ranch] 
land,  it  was  easy  to  see  what  hei 
was  getting  at.  Frazier  reels  off 
his  history  with  simple  elo 
quence,  plunging  into  the  fun 
parts — Bonnie  and  Clyde, 
nuclear  warheads,  Lawrence 
Welk — whenever  it  suits  him. 
(Harper  Audio,  $16.) 

By  the  time  I  hit  Arkansas  I 


oncluding  a 

a  busy  schedule 

of fifieen  meetings 

with  ten  clients  in  five 
countries,  isn't  it  wonderful  to 

come  back  home  to  the  warmth  of  Mandarin  Oriental. 


Mandarin  Oriental,  Hong  Kong  •  Mandarin  Oriental,  Jakarta  •  Mandarin  Oriental,  Macau  •  Mandarin  Oriental,  Manila  'Mandarin  Oriental.  San  Franci'^co 
The  Oriental,  Bangkok  -The  Oriental,  Singapore  •  Th^Js^dinflkidsofih^^ibrid 
Hotel  Bela  Vista,  Macau  •  Baan  Taling  Ngam,  Thailand  •  Phuket  Yacht  Cluh,  I  hailand  "The  Excelsior,  Hong  Kong 


E  GM  CAR 
NO  ANNUAL  FEE.  EARN  UP  TO  $3500. 


GM  GOLD  CARD^" 
COMPETITIVE  APR.  EARN  UP  TO  S7000. 


When  GM  introduced  the  original  automotive  aedit  card, 
\e  idea  was  to  make  it  easier  to  buy  a  new  vehicle.  Well,  it  just 
ot  even  easier 

Introducing  the  GM  Gold  MasterCard!" 

With  the  GM  Gold  Card,'"  you  earn  5%  of  every  dollar  you 
3end  toward  a  new  GM  car  or  truck-the  same  way  every 
iM  MasterCard"  works.  And  we've  doubled  the  maximum 
amings  to  $1,000  a  year,  for  up  to  7  years-a  total  of  $Z000. 

The  GM  Gold  Card  charges  an  annual  fee,  the  full  amount 
f  which  is  added  to  your  earnings.  It  offers  a  credit  Umit  of  up  to 
25,000,  and  it  may  also  offer  a  lower  interest  rate.  Meanwhile, 


the  original  GM  Card  is  still  the  only  automotive  credit  card 
that  has  never  charged  an  annual  fee. 

Use  either  card  at  Mobil,  Marriott  Hotels,  Resorts  and  Suites, 
Courtyard  by  Marriott,  Fairfield  Inn,  Ownership  Resorts  by 
Marriott  and  MCI,  and  you'll  earn  an  additional  5%-for  a  total  of 
10%  in  earnings.  There's  no  limit  on  how  much  you  can  earn 
from  our  retail  partners. 

You  can  even  transfer  your  existing  credit  card  balance  to 
either  GM  Card,  and  earn  5%:  of  that  amount,  too. 

The  new  GM  Gold  MasterCard."  Because  just  like  some  people 
need  a  more  powerful  car,  some  also  need  a  more  powerful  card. 


5%  EARNINGS 

1  • 800 -SGM- CARD 

(8  4   6-2   2   7  3) 

THE  GM  card:  TODAY'S  FINANCIAL  VEHICLE: 


H  E  V  R  ()  L  E  T 


P  ()  N  T  I  A  C 


()  L  I)  S  M  ()  n  I  L  E 


B  II  I  C  K 


CADI  1.  I.  A  C    •  C  M  C  TRICK 


Oder  redeemable  oS  discount  on  new  GM  cat  or  truck  Up  to  $500  annually,  or  maximum  of  $3500  over  7  years  on  GM  Card  Up  to  $1000  annually  or  maximum  ol  $7000  over  7  years  on  GM  Gold  May  De  combined  with  other  GM  otters  Subiecl  to 
GM  Card  Rebate  Program  Rules.  Call  to  apply  lor  the  GM  Card  or  the  GM  Gold  Card,  or  to  learn  more  about  terms  and  conditions  Cash  advance  linance  charges  apply  lo  balance  transfers  ©  1993  General  Motors  Corporation 


needed  a  break 
from  the  written 
word.  And  so 
switched  to  the 
spoken:  Great 
American  Speeches, 
1931-1947  and  ' 
1950-1963.  And 
why  not  "  T  h  c 
Land  Of  (3pporru- 
nity"  finally  has  its 
own  famous  Amcri - 
can.  And  even 
sweeping  througii 
the  rural  backwater 
of  Arkansas,  one 
can't  help  but  be 
stirred  by  F.D.R.'s 
Declaration  of  War, 
Truman's  Doctrine, 
Marshall's  Plan,  Sand- 
burg's Lincoln,  Kennedy's  First  Inau- 
gural Address,  and  others.  (Both  on 
Harper  Audio,  $17  each.) 

Those  windy  roads  can  wear  a 
driver  down.  And  just  like  Arkansas' 
famous  son,  I  changed  my  course 
several  times  before  reaching  Ten- 
nessee and  the  proper  setting  for 
Sharyn  McCrumb's  The  Hangman's 
Beautiful  Daughter.  This  unabridged, 
ten-and-half-hour  tale  of  murder  in 
the  mountains  of  eastern  Tennessee 
is  probably  interesting  enough;  1  just 
couldn't  get  into  it.  Sally  Darling 
reads  it  sooooo  slowly  in  her  studious 
suuuuuthern  drawl  that  it  was  a  strug- 
gle just  to  pay  attention.  And  so, 
heading  east  from  Memphis  on 
Route  64,  1  took  my  mind  off  the 
speedometer,  put  it  on  the 
tape,  and  got  nailed 
for  a  speeding  ticket 
somewhere  around 
Somerville.  1  thought 
about  sending  Ms. 
Darling  the  tab  but 
decided  to  give  her 
a  negative  review 
instead.  (Recorded 
Books,  $52) 

So  out  came  The 
Hangman  and  in  went 
The  Trunk  Murderess, 
Jana  Bommersbach's 
fun-  and  fact-filled  true- 
crime  tale  of  pretty  little 


Winnie  Ruth  Judd, 
the  Phoenix  social 
butterfly  who,  back 
i n  1 93 1 ,  chopped 
up  her  two  best 
friends,  stu^ffed 
them  into  trunks, 
and  bought  them 
■  one-  w  ay  train 
tickets  to  L.A.  Or 
did  she.?  Well  I'm 
sure  not  going  to 
tell.  This  three- 
hour  abridge- 
ment, read  by  (at 
press  time) 
soon-to-be 
,  NEA  chair- 
woman Jane 
Alexander,  is 
nicely  balanced  between  gore  and 
intrigue.  And  Bommersbach  knows 
how  to  keep  you  interested,  if  not 
necessarily  on  the  edge  of  your 
bucket  seat.  I'd  planned  to  listen  to 
this  tape  in  the  Monument  Valley  in 
Arizona.  But — plans  change — I 
never  made  it  to  Arizona.  (Simon 
Shuster  Audioworks,  $17.) 

I'd  had  a  little  trouble  finding 
something  fresh  for  Kentucky,  and 
so  the  folks  at  Recorded  Books  rec- 
ommended Walter  Tevis'  Queen's 
Gambit.  Well,  this  unabridged  ten- 
and-a-half-hour  tale  of  a  Kentucky 
orphan  who  tries  to  become  the 
world's  first  female  chess  champion 
has  about  as  much  to  do  with  the 


Bluegrass  State  as  I'he  Dharnni 
Bums.  But  1  found  it  quite  divert- 
ing— though  at  times  a  little  corn- 
ball — all  the  same.  It's  heavy  on  the 
chess  arcana,  and  I  often  caught 
myself  trying  to  envision  the  moves 
as  the  green  Appalachians  rolled  by 
outside.  Read  well  enough  by  one 
Alexandra  O'Karma,  it's  at  its  best 
when  it  sticks  to  the  game.  (Record- 
ed Books,  $52.) 

By  the  time  I  reached  western 


Queen's 
Gambit 

bv  Walter  /evis 


Maryland,  all  I  could 
think  about  was  home.  So  what  better 
listening  for  the  congested  drive  back 
to  the  New  York  than  The  World 
OfO.  Henry}  Here's  all 
the  best  from  the 
father  of  the  short 
story,  who  cranked 
them  out  by  the  hun- 
dreds from  the  Big 
Apple:  The  Gift  Of  The 
.  Magi;  The  Skylight  Room; 
The  Cop  &  The  Anthem, 
and  lots,  lots  more. 

Read  with  aplomb 
over  six  hours  by 
Frank  Muller,  it's  sure 
to  keep  you  interest- 
ed —  and   awake  —  in 
the  heaviest  traffic. 
;  Recorded  Books,  $32). 
Happy  Motoring!  !S 
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FYI 


In  anticipation 
of  onr  grand  opening, 
Ihilani  Resort  &:  Spa 
has  attended  to  a 
few  modest  details. 


Our  spa  director 
has  already  traveled  the 
world  in  search  of 
the  purest  seaweed. 


er  journey  concluded  quite  happily  in  France.  A  not  wholly  unexpected  event 


considering  that  the  French  have  been  practicing  Thalasso  therapy,  which  requires 


seaweed,  since  the  1800's.  Nor  did 


we  stop  in  France.  Borrowing  instead 


from  the  world's  grandest  spa  tradi- 


tions. Swiss  Showers,Vichy  Showers, 


Roman  Pools,  Swedish  Massage, 


Shiatsu  and  unique  island  specialties 


like  Lomi-Lomi  massage  and 


soothing  Hawaiian  herbal  wraps. 


The  ministrations  of  our  spa  are  also 
available  in  your  guest  room,  where 
the  deep-soaking  tub  can  be  filled  with  a 
potpourri  of  flowers,  rare  herbs  or  bath 

salts.  Your  room  itself,  including 
the  lanai,  is  an  abundant  680-square  feet. 
Appointments  include  teak  furnishings 
custom-made  exclusively  for  Ihilani. 
And,  almost  without  exception, 
ocean  or  lagoon  views. 


Now  that 
his  personal 

roaster 
has  arrived, 
our  chef  can 
roast  each 
coffee  bean 
to  perfection. 


ur  coffee  beans  come  from  around  the 


world.  Jamaica.  Sumatra.  Yemen.  Java.  We  blend 


them  ourselves,  and  roast  them  fresh  each  morning  to  bring 


out  their  distinctive  character.  You  will  find  the  same  level  of 


attentiveness  in  everything  we  do.  In  our  tennis  instructor's 


gentle  encouragement.  In  our  massage  therapist's  capable 


hands.  In  every  dish  that  leaves  our  kitchens.  And  most  of 


all,  in  the  ability  of  our  staff  to  anticipate  your  needs. 


The  aroma  of  garlic  simmered  in 
olive  oil  is  timeless.  A  staple  of  the 
Mediterranean.  And  a  staple 
of  Ihilani  Resort  &  Spa's 
signature  restaurant.  There  you  will 
find  Hau'aii's  bounty  prepared  with 
a  distinctly  continental  flair. 
A  touch  of  Spam  in  our  tapas  bar. 
An  Italian  accent  in  our  pasta  dishes. 
And  a  wine  cellar  worthy  of 
international  acclaim. 


Each  blade  of  grass 
on  our  6, 86 7- yard  course 
has  had  three  full  years 
to  mature. 


t  Ihilani,  we  do  not  hurry  things  to  completion  simply  to  have 


them  done.  To  do  so  risks  compromising  their  quality.  Accordingly,  we  gave 


Ted  Robinson  complete  freedom 


in  designing  the  Ko'Olina  Golf 


Course,  which  Golf  Digest  named 


one  of  the  best  resort  courses  in 


America.  "With  its  abundant  black 


swans,  multiple  water  features 


md  lavishly  manicured  grounds, 


it  is  also  one  of  the  most  beautiful. 


Should  you  succeed  in  lowering 
your  handicap,  a  host  of  other  challenges 
awaits  you.  Among  them,  six  tennis  courts 
topped  with  Kramer  Sports  Surfaces. 

An  outdoor  lap  and  exercise  pool. 
A  spectacular  three-mile  coastal  fitness 
trail.  And  a  multitude  of  water  sports. 

After  your  exertions,  reward 
yourself.  With  a  well-earned  visit  to 
our  full-service  spa. 


As  attentive  as  we  were 
to  detail,  we  never  lost  sight 
of  a  larger  consideration. 


hilani  Resort  &  Spa  could  have  been 


situated  anywhere  in  the  world.  But  if  it  were, 


we  think  it  would  have  lost  something  impos- 


sible to  describe.  Something  you  will  feel  when 


Hawaiian  i^aua 
Islands 


\ 


Ko'OUnj 

w   ^  Golf  Club  \  Walkiki 

,,.T  .  Honolulu 
IMam  International 
A,rport 


Resort  6  Spj 


you  first  set  foot  on  the  property.  And  something  you  will  carry  with  you,  long  after  you've 
left.  For  more  information,  call  your  travel  agent  or  call  Ihilani  Resort  &  Spa  at  1-800-626-4446. 


if 

Ihilani 

resortSspa 


If  there's  one  thing  that  hinds 
people  from  every  age,  culture  and 
country,  it's  surely  their  contempt  for 
their  elected  and  non-elected  lead- 
ers. Down  the  centuries,  this  disdain 
has  been  the  mother  of  thousands  of 
angry  letters,  among  them  this 
scorching  handful,  beginning  with 
one  H.L.  Mencken  wrote  to  Upton 
Sinclair  on  Sept.  9,  1926: 

. . .  ''The  government  brings  my  magazine 
to  you  only  unwillingly.  It  tried  to  ruin 
my  business  and  failed  only  by  an  inih. 
It  charges  too  much  for  postal  orders  and 
loses  too  many  of  them.  A  corporation  of 
idiot  Chinamen  could  do  the  thing  better. 
Its  machine  for  putting  out  fire  is  intoler- 
ably expensive  and  inefficient.  It  seldom, 
in  fact,  actually  puts  out  a  fire:  they  burn 
out.  Ill  1 904  two  square  miles  of  Balti- 
more burnt  down.  I  lost  a  suit  of  clothes, 
the  works  of  Richard  Hard- 
ing Davis,  and  a  gross  of 
condoms.  The  Army  had 
nothing  to  do  with  the  discov- 
ery of  the  cause  of  yello  w 
fever.  Its  bureaucrats  perse- 
cuted the  men  who  did  the 
work.  They  could  have  done 
it  much  more  quickly  if  they  had  been 
outside  the  Army.  It  took  years  of  effort 
to  induce  the  government  to  fight 
mosquitoes,  and  it  does  the  work  very 
badly  today.  There  is  malaria  every- 
where in  the  South.  It  is  mainly  responsi- 
ble for  the  prevalence  of  religion  down 
there. 

You  shock  me  with  your  government 
worship.  It  is  unmanly.  Today  I  got 
word  from  a  friend  who  lately  had  a  ses- 
sion with  a  Department  of  .Iiistice 
moron.  The  moron  told  him  that  I  was 
on  the  official  list  of  Bolshevik  agents, 
and  that  the  American  Mercury  was 
backed  by  Russian  money.  What  do  you 
make  of  that!  I  am  tempted  to  confess. 

Yours, 
Mencken 

Anglo-American  revolutionary 
Thomas  Paine  may  have  been  the 
author  of  The  Age  Of  Reason,  but  he 
was  loaded  with  spleen,  as  this,  writ- 
ten to  George  Washington  from 
prison  in  Paris,  attests.  (Washington 
was  in  his  second  term.) 


Paris,  July  30th,  1 796 
Elevated  to  the  P residency  you 
assumed  the  merit  of  everything  to 
yourself,  and  the  natural  ingratitude 
of  your  constitution  began  to  appear. 
You  commenced  your  Presidential 
career  by  encouraging  and  swallowing 
the  grossest  adulation,  and  you  trav- 
eled America  from  one  end  to  the  other, 
to  put  yourself  in  the  way  of  receiving 
it.  You  have  as  many  addresses  in 
your  chest  as  James  the  II.  As  to  what 
were  your  views,  for  if  you  are  not 
great  enough  to  have  ambition  you  are 
little  enough  to  have  vanity,  they  can- 
not be  directly  inferred  from  expres- 
sions of  your  own;  but  the  partizans  of 
you  politics  have  divulged  the 
secret. . . . 

The  character  which  Mr.  Washing- 
ton (sic)  has  attempted  to  act  in  this 
world,  is  a  sort  of  iion-describably 


Mail  Bonding 


camelion-colored  thing,  called  pru- 
dence. It  is  in  many  cases  a  substitute 
for  principle,  and  is  so  nearly  allied  to 
hypocrisy,  that  it  easily  slides  into  it. . . . 

And  as  to  you,  sir... a  hypocrite  in 
public  life,  the  world  will  be  puzzled  to 
decide  whether  you  are  an  apostate  or 
an  impostor,  whether  you  have  aban- 
doned good  principles,  or  whether  you 
ever  had  any? 

Thomas  Paine 

Complaints  sometimes  reveal 
more  than  the  authors  may  have 
intended,  as  this,  from  Nobel  laure- 
ate William  Faulkner,  to  Saxe  Com- 
mins,  in  1954: 

I'll  tell  about  the  Wash,  party  later, 
damndest  collection  of  prosperous 
concerned  stuff-shirt  republican  sena- 
tors and  militaiy  brass  hats  and  their 
beupholstered  and  becoiffed  beldames 
as  you  ever  saw.  Fortunately  hardly 
any  of  them  ever  heard  of  me  so  I  was 
let  alone. 

Bill 


Grumbling  'Bout 
The  Government 


By  Pi;  I  KK  Scott 


rvi 
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Van  Kampen  Merritf 


HOW  DO  YOU  FIND  HIGH 
INVESTMENT  INCOME  WITH  A 
PROVEN  IBiieti  RECORD? 


Kampen 
Menitt 

Government 
fund 


DIRECTION. 


When  you're  saving  for 
retirement  or  a  college 
education,  you  need  an 
investment  you  can  rely  on  to  reach  your  goal. 

The  Van  Kampen  Merritt  U.S.  Government 
Fund  is  a  proven  performer.  It  invests  primarily  in 
securities  considered  to  be  the  safest  available- 
those  backed  by  the  U.S.  Government.  Compared 
to  similar  investment  choices,  the  Fund  has 
consistently  provided: 


•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Ask  your  investment  representative  for  an 
investor's  brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 

Or,  call  direct:  1-800-DIAL  VKM  ext.  1207 
(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merriit^ 

Investing  With  A  Sense  Of  Direction^ 


The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio,  not  to  the  shares  of  the  Fund.  As  of  6/30/93, 4.99%,  9.90%  and 
1 1.42%  are  the  Class  A  shares  1  year,  5  year  and  Life-of-Fund  (inception  5/27/84)  average  annual  total  returns;  3.58%  is  the  Class  B  shares 
Life  of  Fund  linception  8/24/92)  cumulative  total  return.  Calculations  include  reinvestment  of  all  distributions  and  payment  of  the  sales  charge 
(4.65%  maximum  for  Class  A  shares  and  up  to  4%  for  Class  B  shares.)  The  principal  value  and  investment  return  of  Fund  shares  will  vary  with 
market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time  of  purchase.  Past  performance  is  no  guarantee  of  future  results. 
®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


The  Marquis  de  Sade,  imprisoned 
or  a  "mere  wenching  orgy,"  wrote  to 
.lademoiselle  de  Rousett  about  the 
ustices  who  had  punished  him: 

V hi  ce  fines  26tli  J  an  nan  1 782 
\s  I  think  back  to  the  period  o  f  my  inis- 
brtunes,  I  sometimes  seem  to  hear  those 
even  or  eight  poai'dereef  ic'igs  to  whom  I 
me  them  coming  back  home,  one  from 
leeping  with  an  honest  wench  whom  he  is 
educing,  one  from  sleeping  with  his 
fiend's  wife,  the  other  ignominioiis/y 
scaping  from  some  sordid  street  of  ill- 
ame — for  he  would  be  extremely  put  out 
f  he  was  discovered — another  from  a 
lovel  with  a  still  more  evil  reputation,  I 
eem,  I  repeat,  to  see  them  all  over- 
whelmed with  luxuiy  and  infamy,  sitting 
vund  the  dossier  of  my  case. 

The  English  scholar  Thomas  B. 
dacaulay  wrote  to  an  American 
riend,  Henry  S.  Randall,  in  1857. 
■iere  he  looks  ahead  into  our  centu- 
y,  and  seems  to  see  quite  clearly. 

May  23,  1857 
Holly  Lodge,  Kensington,  London 
...I  cannot  help  foreboding  the  worst.  It 
s  quite  plain  that  your  government  will 
lever  be  able  to  restrain  a  distressed  and 
liscontented  majority ....  The  day  will 
•ome  when  ....a  multitude  of  people,  none 
fwhom  has  had  more  tlian  half  a  break- 
as  t,  or  expects  to  have  more  than  half  a 
iinner,  will  choose  a  Legislature .  ...On 
me  side  is  a  statesman  preaching 
Patience,  respect  for  vested  rights.  ...On 
he  other  is  a  demagogue  ranting  about 
he  tyranny  of  capitalism  ....and  asking 
ehy  anybody  should  be  permitted  to 
Iriiik  Champagne  and  to  ride  in  a  car- 
iage,  while  thousands  of  honest  folks  are 

n  want  of  necessaries  /  seriously 

ipprehend  that  you  will,  in  some  such 
'eason  of  adversity  ....do  things  which 
will  prevent  prosperity  from  returning: 
'hat  you  will  act  like  people  who  should 
n  a  year  of  scarcity  devour  all  the  good 
'orn,  and  thus  make  the  next  year  a  year, 
lot  of  scarcity,  but  of  absolute 
'^amine.  ...There  is  nothing  to  stop  you. 

Thomas  Babington  .  Macau  lay  38 


Peter  Sco  r  i  is  a  writer  living  in 
Chagrin  Falls,  Ohio. 


Give  her  a  personal  reference. 


Neiman  Marcus 

Also  available  in  Eau  de  Parfum  and  Eau  de  Toilette. 


Four,  and 
after 

The  perfect  gift. 
For  those  who  love  the 
fner  thir^gs  in  life. 

Four  Spalding  Top  Flite 
Excel!  II  golf  bolls,  eoch 
with  the  Dovidoff  name. 

Four  handmade  Davidoff  ; 
Tubas  number  one  cigars 
in  patented  design  cedar 
lined  protective  cases. 

For  those  who  not  only 
know  how  to  ploy  the 
game,  but  also  know 
how  to  live  it. 


DAVIDOFF  OF  GENEVA.  INC 
635  Madison  Avenue  at  54lh  Street 
New  York  21 2-75)-9060  or  800-548-4623 
232  Via  Rodeo.  North  Rodeo  Drive 
Beverly  Hills  310-278-8884  or  800-328-0039 
To  order  a  catologue  or  catalogue 
merctiondise.  call  1-800-328-4365 


For  those  who  ore  obsessed  with  quality. 


GENEVA.  ZURICH,  IDNDON.  AMSTERDAM.  BRUSSELS.  PARIS.  FRAfMKFURT.  HONG  KONG,  SINGAPORE.  BANGKOK. 
KUALA  LUMPUR  TOKYO  MONTREAL,  TORONTO.  NEW  YORK,  BEVERLY  HILLS 


The  French  call  it/joie  de  vivre".  A  joyous  celebration 
/  of  life's  unexpected  moments.  Moments  meant  for  B&dB. 
\i    With  a  taste  derived  from  a  mysterious  combination 
of  exotic  spices,  B&cB  excites  the  palate  and  delights  the 
imagination.  Discover  it  straight  up  or  over  ice.  Jg  and  g 

To  send  a  gift  ofB&cB,  where  legal,  call  1-800-238-4373 


(excessories-hers) 
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{eXCESSORIES  — HIS 


Lower  left  to  upper  right: 
Eyeglasses,  $175,  by  Morgenthal- 
Frederics,  New  York,  212-838- 
3090.  Leather  golf  journal,  $50, 
and  18k  gold  watch  fob,  $1,950,  at 
Asprey,  New  York,  212-688-1811. 
Leather  little  black  book,  $12,  by 
Smythson  of  Bond  Street,  800-345- 
6839.  Crest  Opalite  fountain  pen, 
$235.  by  Sheaffer,  800-FINE-FEN. 

Meisterstiiek  docu- 


Hk  ^  ment  marker,  $185, 

^^tjj^  g' /  by  Montblanc,  800-995- 
^^^^T  4810.  Perpetual  calendar 

,'         pocketwatch  in  18k  goIAr 
$28,000,  by  Audemars  Piguet, 
at  Princess  Jewels,  Califor- 
nia; Tour  neau ,  New  York; 
and  DeBoulIe,  Dallas.  Money  clip 
in  18k  gold,  $980,  by  Bulgari,  800- 
BULGARI.  Alligator  wallet,  $700, 
by  Wathne  Ltd.,  800-942-1166. 
Classic  18k  gold  keychain,  $450, 
by  Tiffany  &  Co.,  800-526-0649. 
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COACH  j 

AN  AMERICAN  LEGACY 

William  IngersoU,  who  has  an  affinity  for  travel  and  adventure,  designs  and  builds  houses  in  Southern  California. 
He's  wearing  the  Monterey  Car  Coat,  No.  921,  $785,  in  a  specially  tanned,  weather-resistant  nubuc,  from  the  new  Coach  Leather 
Outerwear  Collection,  which  features  a  broad  range  of  leathers  and  styles.  Also  shown  is  the  Coach  Backpack,  No.  509,  $336. 
To  order,  or  for  a  complimentary  catalogue,  call  800  262-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 


Mi 

Bull 

Board 


PSYCHIATRISTS   

Jtf^^^H"^",!  .  (j^ifing dispute 

leads  to  gunshots 


leads 

-olfers  in  the ' 
,vere  moving 
three 


,  or  tour  ball,  each  otfcv^J,^ 


ULiLE,  France  (APi        a         ' '  "^'^^^^^^^^^IH^^H^^^HIi 


ALSO:  Vice  Pr^HirGore's  official  residence 
was  remodeled  using  redwood  and  Douglas  fir, 
two  species  he's  campaigned  to  protect  from  log- 
^ng  in  old-growth  forests,  Newsweek  reports  to- 
day .  JMHHI^BBBi"'''''^^"""^^^^^ 
-ilderly  women  ride 


,\{  the  students  at  ivy  giatc  I 


brain  and  cause  astafoK 


Half  the 
leges  cannot 


name  their  hom': 


Se-„V,o.s  and  more  ma-^-'Ji;''*^ 

fount] 


Straight  Flush 
HaltsaTGV 

Reuters 

PARIS  —  A  man  brought  a 
French  TGV  high-speed  train 
to  a  halt  when  his  hand  got 
stuck  down  a  lavatory. 

The  passenger  travelling  on 
Sunday  from  Paris  to  Tou- 
louse accidentally  dropped  his 
wallet  down  the  toilet,  bent  to 
scoop  it  out  and  got  his  hand 
trapped  in  the  bowl.  He 
sounded  the  alarm,  and  the 
train  stopped  at  St-Pierre-des- 
Corps,  near  Tours. 

Firemen  with  metal  cutters 
extricated  him,  and  the  toilet 
bowl,  from  the  train.  French 
television  showed  him  lying  on 
the  station  platform  with  the 
toilet  wrapped  around  his  arm. 

Fellow  passengers  had  to 
wait  for  another  train  to  con- 
tinue their  trip  because  the 
original  train's  safety  mecha- 
nism januned. 


Asleep  at  the  Wheel  and  Out  of  a  Job 

*  TALLAHASSEE,  Fla.-John  Massenberg 
a  rookie  Greyhound  bus  driver,  was  driving 
the  red-eye  from  Atlanta  to  Tallahassee  on  his 
first  solo  trip.  A  few  hours  into  the  drive  pas- 
sengers said,  he  began  griping  about  the  job 
and  being  tired. 

After  inviting  passengers  to  keep  him 
awake  and  pleading  for  a  volunteer  to  take  the 
wheel.  Massenberg  pulled  off  Rte.  319  near 
Moultrie,  Ga.  "He  said  'I  quit.  I  can't  handle 
this,  Laura  Benjamin,  one  of  the  11  passen- 
gers, told  the  Tampa  Tribune. 

Massenberg  took  a  nap,  and  one  passenger 
an  off-duty  police  officer,  drove.  After  about 
30  miles,  Massenberg  awoke  and  resumed 

driving.  The  bus  arrived  safely,  and  he  was 

promptly  fired. 
"When  we  say,  'Leave  The  Driving  To  Us  ' 

we  mean  our  drivers,  not  our  passengers," 

said  Bill  Kula,  public  relations  manager  for 

Greyhound  headquarters  in  Dallas. 


A  26-year-old  Prince  William 
County  man  whose  wife  cut  off  his 
penis  with  a  kitchen  knife  while  he 
slept  yesterday'  morning  was  re 
ported  in  satisfactory  condition  lasi 
night  after  9'/2  hours  of  surgery  t. 
reattach  the  organ,  officials  said. 

Authorities  learned  of  the  incident 
when  the  man  showed  up  at  Prince 
William  Hospital  about  5  a.m.  Police 
officers  were  dispatched  to  his  near- 
by apartment  to  search  for  the  miss- 
ing penis,  but  couldn't  find  it. 

S 

About  the  same  time,  the  man's 
ife  called  authorities  from  a  pay 
'phone  to  say  she  had  been  raped, 
had  fled  the  apartment  "in  a  panic," 
unknowingly  taking  the  penis  with 
her,  and  had  thrown  the  penis  out 
the  window  of  her  car  at  Old  Cen- 
reville  Road  and  Maplewood  Drive, 
ear  the  Manassas  Park  city  line. 
^ommonwealUi  b  AllUlliLf  mm 
ti.  Ebert  said  last  night  that  the 
couple,  who  were  not  identified, 
"had  been  experiencing  consider- 
able domestic  difficulty." 


M  tiurglais  did  not  luuch  Nallian  KadlRli 
television  set,  videocassette  recorder,  radio  or 
watch  at  his  home  in  Boynton  Beach,  Fla.  But 
they  swiped  the  gray-white  powder  trapped 
in  cellophane  in  a  tackle  box  near  his  bed.  It 
was  the  cremated  remains  of  his  sister,  Ger- 
trude. Police  said  it  may  have  been  mistaken 
for  cocaine. 
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Now  communicating 

can  be  as  simple 
as  we  aU  imagined. 


Ever  since  we  can  rennennber,  we've  been  fascinated  by  the 
way  our  heroes  comnnunicated.  No  nnatter  what,  they  could 

always  stay  in  touch.  Now  with  MobiLink  cellula| 
service,  it  can  be  that  sinnple  for  all  of  us. 

That's  because  leading  cellular  connnnunicatior 
companies  across  the  U.S.  and  Canada  have  con 
together  to  create  the  nnost  extensive  cellular 


service 
^»  ever. 
Now  MobiLink  service 


Introducing 
A  new  standarc^ 
across  Nortt 

will  be  there  for  you  in  literally  thousani 
of  cities  and  towns.  That's  nnore 
coverage  than  you  ever  thought] 
possible.  And  staying  in  touch  \a 
be  easier  than  ever.  ! 
Because  MobiLink  servic 
offers  a  simplified,  consis 
tent  system  of  access  am 
feature  codes.  Now  if  anyor 
needs  to  reach  you  in  a  MobiLin 


©  1993  King  Features  Syndicate,  Inc    Dick  Tracy  ®  &  ©  1993  Tnbune  Media  Services  Inc. 


arket  outside  your  home  calling  area,  all  they  do  is  dial  your 
gular  area  code  and  number.  So  you'll  really  never 
3  further  away  than  a  simple  phone  call.  But 
at's  only  the  beginning.  If  you  should  ever  need 
;sistance,  customer  service  is  available  24  hours 
day,  seven  days  a  week.  And  there  are  service 
enters  in  hundreds  of  locations  across  North 


RECEIVER 


MOUTHPIECE 
I 


DIAL 


America  with 
leaner  phones 
available,  if  you  should  ever 


ViobiLink! 
n  cellular  service 
\inerica. 


)u  are  not 
obiLink  service, 
:any  problem  to 
jllularcalir  Let's 
this  good.  To 
day,  call  your 


need  one.  What's  more,  this 
new  standard  in  cellular  service 
is  completely  guaranteed.  If 
completely  satisfied  with  the  quality  of 
your  MobiLink  senaice  provider  will 
your  satisfaction  or  you  get  a  free 
face  it,  Dick  Tracy  didn't  even  have 
wRgi"  order  service 

RADIO 


local  MobiLink 


ovi 


derat  1-800-995-4000. 


bject  to  availability.  *  *Guarantee  does  not  apply  to  equipment  or  service 

38.  Any  such  free  call  will  be  provided  by  your  home-market  MobiLink  service 

ider  and  will  be,  at  a  minimum,  equal  in  value  to  a  call  of  average  length  at 

( rates  in  your  home  market.  Other  restrictions  may  apply  Contact  your  MobiLink 

ice  provider  for  more  information.  ©  1993  MobiLmk 


MobiLink 

It's  simply  the  way  to  communicate." 


TRABERT  &  HOEFFER  JEWELS 

7^8  North  Michigan  Ave..  Chicago.  !L 
(312)  787-1654 


m 


FEAR 


USED  TO  BE  A  WHOLE  LOT  SIMPLER. 


rhe  bad  guys  kept  to  their  sidcsof  the  Iron  Curtain,  our  B-52s  stayed  aloft, 
md  we  were  in  the  basement  digging  bomb  shelters.  Now  we've  got  war 
n  Europe,  Cold  War  weapons— including,  for  all  we  know,  nukes— are 
Deing  sold  in  Third  World  K  Marts,  and  the  basement's  leaking  radon.  ; 

Once^  we  bought  cars  because  they  had  sleek  tailfins.  Now  we  Want  ones 
like  tanks.  No,  I  dont  drive  a  Mercedes-Benz  to  impress  my  friends.  ..  We  put 
money  in  savings  and  loans  and  IBM.  Now  we're  buying  zero-coupons 
because  a  year  of  college  education  is  going  to  cost  what  a  house  used  to  cost, 
and  by  then  we're  all  going  to  have  Alzheimer's,  anyway.  Our  motto  is:  Prepare 
for  the  worst...  worried  because  we'd  found  a  condom  in  junior's  dresser. 
Now  we're  grateful  to  find  one.  If  it  absolutely,  positively  had  to  be  there 
tomorrow,  we  sent  it  Special  Delivery.  Johnson,  what  are  you  doing  on  the  win- 
dow ledge?  You  mean  you  didn't  send  it  Federal  Express?  If  the  phone  went  dead, 
the  phond  went  dead,  no  big  deal.  What  could  one  minute  cost  if  your  800  service 
goes  down?  If  we  worked  hard,  qvir  lives  would  A  Pe^nsionles^ 

Future?  Workers  At  Risk  As  Firms  Abandon  Plans.  .  :  Tourista  was  something 
you  got  in  Mexico.  Milwaukee  Water  Suspected  As  Cause  Of  Intestinal  IilL- 
NESS. . .  What's  going  on  here,  anyway.?  Relax,  have  a  sip  pf  Piet  Pe£sij  it's  just... 


KOKUKS  ») 


The  New 


Versus  The  Old 

By  Chrisiophkr  Bucklky  and  Geoffrey  Norman 


OLD 

NEW 

12jlJlrl\^ML    %^  %J  Oil  IT  Lt  ML  jL  9 

R-^S  flif^^  into  Rmnirp 

State  Building 

RvHfr  v';in  blows  iin 
World  Trade  Center 

Car  Crime: 

Come  back  to  parking 
lot  and  it's  gone 

Someone  steals  it  with 
you  in  it 

Home: 

Termites 

Radon 

Extremities: 

Tennis  elbow 

Carpal  Tunnel 
Syndrome 

The  Kids: 
Foreign  Policy: 

Running  away 
from  home 

Iron  Curtain 

Moving  back  in 
Lack  of 

Keystone  Cops: 

CIA 

ATF 

TV: 

Quiz  shows  are  rigged 

News  shows  are  rigged 

First  Lady: 

Consults  astrologer 

Consults  Congress 

Marilyn: 

Done  in  by  Bobby 

Done  in  by  allergic 
reaction  to  enema 

Immigration: 

Tubercular  Europeans 

HIV-positive  Haitians 

Cancer  Scare: 

Cyclamates 

Cellular  telephones 

Courtship: 

French  kiss 

Date  rape  i 

Air  Travel: 

Socked  in 

Blown  up  ^ 

Medical  Procedure: 

Root  canal 

Flexible  sigmoidoscopy 

Discovery  in 
child's  drawer: 

Bambii  cigarette 
papers 

Cigarettes 

Ebony  Tower: 
Conspiracy: 

Angela  Davis 
Elders  of  Zion 

Leonard  Jeffries  1 
BCCI 

FYI 


m 

LIGHTS 


Recon  Team: 

Ointment: 

I  Am  Not  Now, 
Nor  Have  I  Ever 
Been  A  Member  Of: 

Famous  Fat  Radio 
Personality: 

Flamboyant  Black 
Minister: 

Nutty  Texas 
Zillionaire: 


ILL.  Hunt 


OLD 

John  Birch  Society 
Clearasil 

Communist  Party 
Orson  Welles 


Adam  Clayton 
Powell  Jr. 


NEW 

Christie  Institute 
SPF  30 

Tailhook  Association 

Rush  Limbaugh 
The  Rev.  Al  Sharpton 
H.  Ross  Perot 


Gun-toting  Messiah:  Jim  Jones 


David  Koresh 


Harrowing 
Introduction: 


Ruinous 

Government  Policy: 
Dreaded  Owner: 
Sabotage: 
Pol: 

Hollywood  Couple: 

Hollywood  Career 
Killer: 

Chicken  Little: 
Rabble  Rouser: 


"I'm  from  Washington    "I'm  from  60 Minutes 
and  I'm  here  to 
help  you" 


Tax  and  spend 

George  Steinbrenner 
Sugar  in  gas  tank 
Joe  McCarthy 
Jane  and  Tom 
HUAC  subpeona 

Paul  Erlich 
H.  Rap  Brown 


and  I'm  here  to 
interview  you" 

Contribute  and  invest 

George  Steinbrenner 
Computer  virus 
Pat  Buchanan 
Tim  and  Susan 
Dissing  Ovitz 

Al  Gore 
Spike  Lee 


Do  They  Or  Don't 
They?  Only  Their 
Nuclear  Scientists 
Know  For  Sure: 

Act  Of  God: 

Your  Tuition  $$ 
At  Work: 


South  Africa 


North  Korea 


Struck  by  lightning         Drive-by  shooting 


Kid  becomes  beer- 
guzzling  frat  bimi 


Kid  majors  in 
Multicultural  Studies 
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The  New 


Home  Movie: 
Apple: 

Precious  Bodily 
Fluid  Infiltrator: 

Celluloid: 

Pollutant: 

Hair: 

Totalitarian  Gizmo: 
Employer: 
Pocket  Items: 
Lawn  Ornament: 

Man's  Best  Friend: 

Auto  Accessory: 

The  Walls  Have 
Ears: 

Paranoia  Has  Been 
Very  Good  To  Me: 

Train  Station 
Menace: 

Worst  Case 
Domestic  Scenario: 

Spanish-Speaking 
Hanger-On: 

Heart  Of  Darkness: 

Ugly  Old  Cleric: 

Parking  Spot: 


Versus  The  Old 


OLD 

Zapruder 

Worm 

Fluoridation 

Dr.  Strangelove 

Smog 

Baldness 

Polygraph 

IBM 

Penknife 
Jockey 

Lassie  (Collie) 
Plastic  Jesus 
Ova!  Office 

Richard  Condon 

Pickpocket 


NEW 

Rodney  King  video 
Alar 

Milwaukee  tap  water 

JFK 
CFCs 

Heart  attack 

Penile  plethysmograph 

Perot  Systems 

Pepper  gas 

"Warning:  Armed 
Response" 

Bruno  (Rottweiler) 

The  Club 

Buckingham  Palace 

Michael  Crichton 

Shoulder  surfer 


Nanny  steals  silverware   Nanny  kills  children 


Franco 

Belgian  Congo 
Khomeini 

Tow-awav  zone 


Castro 

Bosnia 

Sheik  Omar 
Abdel  Rahman 

World  Trade  Center 
garage 


FYI 


..17 


Mother  Of  All 

Conspiracy 

Theorists: 

Germophobe: 


Phobia  du  Jour 
Theory: 


OLD 

Robert  Welch 


Howard  Hughes 


Claustro- 
Domino 


Merchant  of  Death:  Adnan  Khashoggi 

Dreaded  First  Line:  "Greetings  from 

the  President" 

We  have  your  file  FBI 
here  and...: 

Radioactive  Rooskie  Spy  satelHte  falls  on 

Cold  War  Litter:  northern  Canada 


British  Imports: 

Overweight 
Literary  Lion: 

Odd  Couple: 
Ahab: 

Office  Equipment: 
Packaging: 

Mitigating 
Circumstance: 


Just  Because 
You're  Paranoid 
Doesn't  Mean  They 
Aren't  Out  To 
Get  Us: 

This  Looks  Like 
The  Work  Of...: 

Still  At  Large: 


Kenneth  Tynan 

Evelyn  Waugh 

Whittaker  Chambers 
and  Alger  Hiss 

Harold  Stassen 

Combination  safe 

Child-proof 

"God  told  me  to  do  it" 


Germany 


NEW 

Iwndon  LaRouche 
(on  leave) 


Michael 
Jackson 


Professor  Moriartv 


Grassy  Knoll 
rifleman 


Agora- 
Rising  tide  of  Islamic 
fundamentalism 

Philip  Morris 

"I  cannot  read  your 
diskette" 

TRW 


Submarine  sinks  off 
Norway;  plankton  eat 
plutonium;  fish  eat 
plankton... 

Christopher  Hitchens, 
Alexander  Cockburn 

Gore  V'idal 


Gordon  Liddy  and 
Timothy  Leary 

Lawrence  W'alsh 

Shredder 

Tamper-proof 


"The  CIA  was 
controlling  me  through 
my  dental  fillings" 

Germany 
Islamic 

fundamentalists 

Grassy  Knoll 
rifleman  US 
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THE 

WAILABLE    ONLY  TO 


best  salmon  pis  h  i  n  g  in  the  world  was 
Commie  bigwigs.  Now,  G a pitaList  Tools 

TO    THE    remote    KoLA    PeNINSULA  WHERE 


JAN    BE  CHOPPERED 

A  River 


Through  It 


-k      ^  if- 


Ic:ai  r  mv  i  iusr  A  ti-anik;  salmon  18  vhars  ago  in 
Iceland.  It  was  a  bright  cock  fish,  about  16  pounds, 
and  I  was  alone  at  the  time.  The  pool  I  was  fishing 
had  steep  banks  on  both  sides,  and  there  was  no 
place  to  beach  the  fish.  I  tried  to  tail  it  by  hand  several 
times,  but  on  each  occasion  it  slipped  out  of  my  grip  and 
spurted  away.  Finally,  in  desperation,  I  positioned  the 
fish  beside  me  in  the  water,  barely  ankle-deep,  and 
pounced  on  top  of  it.  Moments  later,  I  had  it  on  the  shore 
where,  after  a  brief  benediction,  I 
dispatched  it  with  a  rock.  It  was 
the  largest  fish  I  had  ever  caught 
in  fresh  water,  and  it  was  clear  to 
me  at  that  moment  that  catching 
one,  or  even  a  hundred,  would 
not  be  enough. 

Since  that  day,  for  two  and  sometimes  three  weeks 
each  summer,  I  have  followed  the  spawning  runs  of 
these  magnificent  fish  in  Quebec,  Labrador,  Iceland  and 
Great  Britain.  Over  the  years,  I  have  fished  the  Grand 
Cascapedia,  the  Moisie,  the  St.  Jean,  the  Vididalsa,  the 
Maffjardara,  the  Vatnsdalsa,  the  Tweed,  and  a  number  of 
lesser  rivers.  Like  some  kind  of  fevered  pilgrim,  search- 
ing for  revelation,  I  have  gone  wherever  the  fish  were— 
or  were  reported  to  be. 

For  the  Atlantic  salmon  fisherman,  alas,  there  are  few 


By  Carl  Navarre 

PHOTOGUAPHS  BY  R.  VaLENTINE  AtKINSON 


remaining  frontiers.  Helicopters  and  float  planes  have 
opened  up  even  the  wildest,  most  remote  rivers.  In  fact, 
there  was  until  recently  only  one  area  of  the  globe  that 
remained  unfished,  the  northwest  rivers  of  Arctic  Russia 
that  empty  into  the  White  and  Barents  Seas. 

Closed  to  foreigners  (and  even  to  most  Russians) 
since  the  Revolution,  the  hundreds  of  rivers— on  the 
Kola  Peninsula  and  further  east,  all  the  way  to  the 
Urals — were  known  to  host  huge  runs  of  salmon.  A  few 
years  ago,  as  a  result  of  g/asnosf,  a 
number  of  these  rivers  were 
reconnoitered  and  base  camps 
were  established.  The  early 
reports — which  I  followed  care- 
fully— were  confusing:  fantastic 
angling  was  experienced  on  some  rivers,  poor  angling 
on  others.  The  "amenities"  were  reported  to  be 
appalling — though  that  would  not  be  enough  to  deter  a 
true  salmon  fisherman. 

For  a  couple  of  years,  I  listened  to  the  tales  of  anglers 
who  had  been  to  Russia.  Each  time  I  heard  about  it,  the 
itch  to  go  grew  stronger.  Finally,  it  became  an  itch  that 
simply  had  to  be  scratched.  I  sent  in  my  check,  got  my 
visa,  and  headed  for  the  airport.  Across  the  following 
pages  are  photographs  and  excerpts  from  my  journal  of  a 
remarkable  week  on  a  river  called  the  Ponoi. 


FY! 


lOKHliS  y.s 


Around  noon,  18  of  us  hoarded  a  fixed-wing  aircraft  but  great  helicopters."  He  then  goes 

Russian  twin  turbo  prop  similar  to  a  De  Havilland  on  to  explain  that  the  black  streaks  are  actually  a  good 

Otter  and  flew  two  and  one  half  hours  north,  from  St.  sign.  The  Russians  can  never  be  sure  that  proper  main- . 

Petersburg  (still  seems  strange  to  call  it  that)  to  Kirov,  a  tenance  has  been  done  to  their  machinery.  The  black 

very  small  community  built  around  a  phosphate  mine,  streaks  are  made  by  oil,  and  the  Russians  leave  them  as 

Here  we  were  met  by  an  Mi-8  military  helicopter.  It  is  a  proof  the  machine  has  been  recently  oiled. 
VERY  LARGE  helicopter,  big  enough  so  that  you  could        Someone  passes  out  earplugs,  the  soft  kind  you  wear 

drive  a  car  into  it.  Also,  there  are  these  very  ugly  black  when  shooting,  and  all  18  of  us  stuff  them  into  our  ears 

streaks  running  down  the  side  of  the  chopper,  from  the  and  climb  aboard.  I  notice  that  the  pilot  and  co-pilot  are 

engine  exhaust.  It  looks  as  though  the  engines  may  have  not  wearing  seat  belts  and  ask  a  Russian  seated  next  to 

recently  caught  fire.  me,  who  speaks  English,  about  it.  "Only  women  wear 

"Don't  worry,"  says  Mike  Fitzgerald,  the  leader  of  seat  belts,"  he  grunts.  T quickly  tighten  mine  around  my 

our  group.  "The  Russians  are  famous  for  making  lousy  waist.  He  ignores  his. 


M 
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Excellent  day.  Fished  the  Tomba 
River  heat  and  caught  six.  After  dinner  I  decided  to 
make  a  few  more  casts,  f  walked  about  a  mile  down- 
stream throiifih  thick  birch  scrub  following  a  barely  per- 
ceptible reindeer  trail,  (trizzlies  reportedly  roam  these 
parts,  especially  when  the  river  is  full  of  salmon. 

Caught  eight  salmon  during  the  next  two  hours,  two 
big  ones  around  /5.  Most  of 
the  fish  were  far  off  the 
shore  and  I  would  wade  out 
as  far  as  I  could,  until  the  ' 
water  was  at  the  very  top  of 
my  waders,  and  double-hmil  | 
for  all  I  was  worth.  Each 
time  I  made  a  good  long  cast, 
a  fish  would  take  as  soon  as 
the  fly  hit  the  water.  The 
biggest  fish  were  the  furthest 
out.  Of  course.  ^  ''i^      ,  /  " 

Saw  some  big  fish  roll  WAY  *    " ' 

OUT.  In  order  to  reach  them,  I  waded  through  a  nar- 
row rapid  toward  a  big  rock  I  wanted  to  climb  onto. 
Veiy  deep  near  the  rock.  On  one  step,  I  dropped  into  a 
hole  and  the  water  rose  up  to  my  chin,  spilling  into  my 
waders.  Veiy  cold,  vety  wet.  On  my  first  cast  I  hooked  a 
large  salmon,  easily  the  biggest  of  the  trip.  And  as  it 


began  to  speed  downriver,  the  backing  melting  from  my  ' 
reel,  I  realized  with  not  a  little  horror  that  it  was  impos- 
sible to  land  the  fish  without  following  it  downstream, 
but  also  extremely  unlikely  that  I  would  be  able  to  wade 
to  shore  while  fighting  the  fish  without  getting  wet. 
Holding  the  rod  over  my  head  with  one  hand,  I  slid 
down  the  back  of  the  rock,  hoping  it 
■':  might  he  shallow  enough  to  touch 

bottom  there.  It  wasn't.  I  went  in 
over  my  head,  kicked  back  to  the 
surface,  and  found  myself  swim^ 
ming  through  the  rapid.  Head  up. 
Rod  up.  Point  feet  downstream. 
Paddle  with  free  arm.  Holy  Jesus 
it's  cold.  Hope  I  don't  die  in  Rus- 
sia of  all  the  unlikely  places. 

At  the  bottom  o  f  the  rapid,  the 
current  swept  me  toward  shore 
and  I  found  a  shallow  gravel  bar 
where  I  could  get  my  feet  under  me.  Shaking  now,  I 
stood  and  took  stock  of  the  situation.  Reel  up  slack  Hue 
hoping  fish  still  there.  Afraid  not.  Wade  carefully  to 
shore  and  sit  for  a  moment  breathing  deeply.  Back  to 
camp  around  2  a.m.  Lie  in  bed  for  half  an  hour  drinking 
Scotch  straight  from  the  bottle.  For  medicinal  purposes 
only.  Boy  is  this  fun. 


loum's 


JUNE  16  th  Up  again  at  7:30.  Out  by  boat 
at  9  to  the  Hallway  Beat  where  we  fished  pri- 
marily in  the  eddies  behind  rocks  and  the  rocky 
points  on  the  shore.  Much  colder  today,  overcast 
and  raining.  My  partner  fell  in  over  his  waders 
so  we  stopped  and  built  afire  to  dry  his  clothes.  I 
snapped  several  photos  of  him  shivering  naked 
beside  the  fire.  Maybe  I'll  put  one  on  a  Christmas 
card  and  send  it  to  his  closest  pals.  Caught  eight 
salmon  here,  mostly  small.      ■  J'  - '"'  - 


Another  incredible  day  and  night. 
Between  10:30  and  2:30  a.m.  I  took  13  salmon  and  lost 
eight  others.  And  I  was  fishing  alone.  There'  is  a  mile- 
and^a^half  of  water  near  the  camp  that  is  as  productive 
as  any  on  the  river.  I  caught  three  fish  around  15 
pounds:  the  rest  weighed  six  or  seven. 


In  over  20  years  of  pursuing  Atlantic  salmon,  I've  never 
had  an  experience  to  match  this.  Nothing  even  close.  In 
my  experience,  circumstances  where  one  can  fish  alone 
are  rare  in  the  tightly  circumscribed  world  of  Atlantic 
salmon  fishing.  In  most^of  Canada,  for  instance,  you  are 
required  by  law  to  have  a  guide  with  you  at  all  times. 


■  But  sometimes  a  fisherman  just  wants  to  take  off 
alone.  One  of  the  rare  treats  of  the  Ponot  was  the 
capability  of  any  angler  to  strike  out  on  his  own 
from  camp.  You  could  fish  the  home  pool,  or  you 
could  hike  upstream  or  down.  All  of  this  productive 
water  and  since  it  is  June,  it  never  gets  dark.  You 


could  fish  from  dinner  until  breakfast,  uninterrupt- 
ed, if  you  had  the  energy.  Just  you.  The  river.  And 
the  fish. 
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Jaj^.  Fished  a  heat  called 
Gold  Beach.  The  fish  here 
were  not  concentrated  hut 
still  managed  to  catch  12 
salmon.  A  good  week  on  a 
lot  of  good  rivers. 


Comrade  Salmon 

The  Ponoi  is  a  fly-fishing  only,  catch- 
and-release  river.  There  are  three 
distinct  runs  of  Atlantic  salmon — a 
spring  run  (late  May-early  July);  a  mid- 
summer run  (late  July);  and  a  fall  run 
(mid-August-September).  The  greatest 
number  of  salmon  are  in  spring,  and  the 
largest  average-size  fish  are  in  the  fall. 
Prime  dry  fly-fishing  is  late  June- 
Auguist.  Mosquito  season  is  from  late 
June  to  mid-August. 

The  1994  season  is  May  28-September 
24  at  the  Ryaboga  Lower  River  Camp; 
June  5-July  10  at  Pacha  Upriver  Camp. 

A  7-night/6-day  package  which  includes 
round-trip  from  Murmansk  costs  between 
$5,395-$7,500  depending  on  which  camps 
visited.  Visas  also  included. 

Contact:  Frontiers  International  (exclu- 
sive bookers  of  the  Ppnoi  trips),  P.O.  Box 
959,  Wexford,  PA  15090;  800-245-1950. 


JUNE  20th 


By  Ted  Hatfield 

Photographs  by  Edward  Santalone 

s  I  was  wandering  along  the  26  miles  of  carpeted  aisle  at  the  Shooting,  Hunt- 

Aing  and  Outdoor  Trade  Show  in  Dallas,  a  table  of  double-barreled  shotguns 
caught  my  attention.  In  a  small  booth  crammed  between  a  turkey  call  manu- 
facturer and  a  company  selling  plastic  deer  "Rattler  Horns"  was  a  famous 
English  shotgun  maker.  The  sour-looking  Englishman  manning  the  booth,  in 
proper  tweeds,  crisp  shirt  and  tie,  looked  as  out  of  place  as  the  booth  location.  Two 
Texans  were  fingering  a  classic  side  lock  gun  in  12-bore,  probably  a  $20,000  piece. 
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[eavesdropped  on  their  conversation.  Their 
topic  concerned  the  advantages  of  a  "self-open- 
er," which  falls  open  ejecting  the  spent  car- 
tridges but  is  stiff  to  close,  over  a  "cocking  shot- 
gun," which  cocks  when  opening  but  closes 
easily.  After  the  Texans  had  thoroughly 
[exhausted  this  esoteric  point,  they  asked  the 
Brit  his  opinion.  He  stiffened  up,  set  his  face  in  that  special 
expression  (somewhere  between  a  smile  and  a  sneer)  that 
the  British  perfected  for  use  when  talking  to  primitive 
nati\  cs,  and  replied. 

"Actually  who  loads  one's  own  shotgun,  anyway.-^" 
A  natural  reaction  would  have  been  for  the  Texans  to 
stomp  out  a  few  steps  of  "Cotton-Eyed  Joe"  on  a  prostrate 
Englishman.  However,  these  men  knew  Fine  Shotguns  and 
enjoyed  the  inside  joke.  Fine  Shotguns  are  sold  by  the 
brace  so  that  a  gentleman  has  only  to  shoot,  while  his  load- 
er takes  care  of  cocking,  ejecting  and  reloading.  A  Rolls- 
Royce  is  not  simply  transportation,  and  Fine  Shotguns  are 
not  simply  tools  of  the  hunt,  they  are  a  statcmi'iit.  I  know.  I 
make  Fine  Shotguns. 

I  was  raised  in  a  gun  shop  my  grandfather  started  in 
1920.  My  first  gun  was  an  engraved  Parker  20-bore  side- 
by-side.  John  Crow,  who  was  reputed  to  have  invented  the 
"ventilated  rib,"  was  the  local  gunsmith.  At  an  early  age  I 
started  restoring  Parker  shotguns  and  accompanying  my 
father  on  gun-trading 
trips  all  over  the  coun- 
try. After  college,  and 
two  trips  around  the 
world  visiting  gun 
shops  from  London  to 
New  Delhi,  I  founded 
what  is  now  the  Hat- 
field Gun  Company, 
manufacturer  of  the 
Hatfield  Uplander 
Shotgun. 

Fine  Shotguns  are 
double-barreled,  bal- 
anced at  the  hinge 
pin,  tastefully  en- 
graved, with  a  butt 
stock  custom-fitted  to 
the  individual  shooter. 
I'hey  are  the  ultimate 
blend  of  art  and  func- 
t  i  o n .  But  there  is 
more,  much  more, 
that  is  involved  when 
you  set  out  to  acquire 
your  first  Fine  Gun.  It  is  that  personal  statement:  that  you 
are  a  connoisseur,  a  man  of  taste,  a  member  of  the  club. 
You  will  no  doubt  want  to  fly  to  London,  pop  into  an 
English  gun  shop  like  Purdey's  or  Holland  &  Flolland, 
look  over  their  selection  of  guns  and  commune  with  fel- 
low gentlemen  in  one  of  these  last  bastions  of  N'ictorian 


Persian  carpeLi,  oil  paintings, 
broivnej,  leather  club  cbair<f, 
and  cberrxf  gun  cadci  stocked 
with  1,000 Fine  Gun,*. 


New  England  Arnuf: 
everything  a  London 
gun  dhop  should  be, ' 
but'unt. 
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Lock,  .itock  and  barrel:  a  "Bo.ut  Style  "  Bertuzzi  l2-gaiuje  ( top);  a  .lelf-cockiiitj  20-gauge  Bertuzzi 
hammer  gun  with  .tingle  trigger  and  automatic  ejector  ( middle);  and  a  rounded  frame  Bertuzzi  12-bore  with 

.temi-reliej  engraving  ( bottom ). 


England.  And  part  with  many  thousands  of  doUars. 

Ah,  the  English  gun  shop;  the  sporting  gentleman's 
toy  store,  walled  in  heavy  oak  paneling,  original  19th- 
century  oils  of  pointing  dogs,  game  scene  bronzes, 
leather  wingbacked  club  chairs  and  guns,  lots  of  guns, 
racks  and  cases  full  of  Fine  Guns. 

But  alas,  you'd  probably  be  as  disappointed  as  I  was. 
If  you  visit  a  London  gun  shop  you'll  find  only  clothes; 
no  oak,  no  paintings,  no  bronzes  and  no  guns.  It  takes 
three  years  to  have  a  gun  made  by  Purdey's  or  Holland. 
"Fhcy  go  for  at  least  $.S(), ()()(),  but  you  won't  be  guaran- 
teed that  price  upon  delivery. 


I've  found  only  one  place  on  earth  that  lives  up  to  the| 
image  of  the  English  gun  shop.  It's  in  Maine,  and  I  stum-! 
bled  upon  it  quite  by  accident. 

I  had  to  stop  three  times  and  ask  directions  in  the' 
small  town  of  Kittery  Point,  the  last  from  a  gardener 
on  a  narrow  dead  end  lane.  He  pointed  to  a  New  Eng- 
land saltbox  house,  no  sign,  no  parking,  ring  the  bell 
for  service.  This  couldtft  be  the  place.  When  the  door 
was  opened  I  was  ushered  into  perhaps  the  finest  gun 
shop  in  the  world.  New  England  Arms.  With  Persian! 
carpets,  oil  paintings,  bronzes,  leather  club  chairs,  andi 
cherry  gun  cases  stocked  w  ith  1, ()()()  Fine  Guns  (sev- 


Who  said 
automobi! 
164's  gori 


More  Sensible  Than  The  Swedes. 

a  car  has  to  be  Swedish  to  be  sale?  Introducing  the  1994  Alfa  Romeo  164LS.  An 
e  that  proves  safety  doesn't  necessarily  have  to  come  in  a  box.  Underneath  the 
eous  Pininfarina  exterior  you  will  find  front  and  rear  crumple  z(jnes,  a  drivers  air 
)ag,  side-impact  beams  in  each  door,  and  the  latest  Bosch  anti-lock  ABS 
^  braking  system. 

And  when  you  consider  that  the  164LS  has  free  scheduled  maintenance  for  3  years  or  36,000 
miles* and  more  power  than  the  Saab  9000CDE  Turbo  or  the  Volvo  960,  it  becomes  obvious  that 
i  the  potent  Alfa  Romeo  164LS  is  as  sensible  as  it  is  beautiful. 


More  Powerfnl  Than  The  Germans. 

With  210  horsepower,  the  24-valve,  all-aluminum  V6  engine  in  the  164LS  is  even  more  power! 

than  the  BMW  525i,  the  Mercedes-Benz  300E  2.8  and  the  Audi  lOOCS. 

The  164  also  has  the  power  to  endure.  With  computer-controlled  Bosc 
Motronic  fuel-injection,  direct-firing  distributorless  ignition,  a  large  oi 
cooler  and  a  stainless  steel  exhaust  system.  Of  course,  power  has  its  price, 
right?  Not  with  the  Alfa  Romeo  164 LS.  It  also  costs  less.** 


More  Beautifnl  Than  You  Imagined. 

As  for  beauty,  the  164's  Pininfarina  styling  speaks  for  itself 
And  it's  just  as  beautiful  inside,  with  a  complete  leather 
interior,  remote  security,  sunroof,  heated  fron 
seats  and  all  the  other  features  you 
expect  in  a  performance  seda 
of  this  caliber. 

Test  drive  the  new  164  LS. 
It  has  the  beauty,  power  and  m 
safety  you're  looking  for  and  it's 
all  in  one  world-class  automobile. 
For  more  information,  or  your 
nearest  dealer,  call  1-800-245-ALFA 

Introducing  the  new  1994  Alfa  Romeo  164LS. 


THE  POWER  TO  EXPRESS  YOURSELF 


*See  your  dealer  for  details.  **Based  on  1994  iiiaiuilarliirer's  sii<;f;cslrd  rclaii  prii'C  lor  the  16  ILS  and  l")''.i  Tiiannlai  lnrcr">  su);f;ested 
retail  prices  for  competitive  makes.  Actual  prices  are  scl  hy  dcali  r  and  may  vary.  ©1993  Alfa  Romeo  1  )islr  iliiilors  ol  Morlli  Arnerii  a. 


era!  million  dollars  worth).  This  was  everything  a 
London  gun  shop  should  be,  but  isn't. 

The  exterior  had  given  no  hint  of  what  lay  within. 
Even  the  smell  of  the  place  gave  a  distinct  impression — 
that  combination  of  cherry,  leather  and  linseed  oil — the 
smell  of  quality. 

I  was  studying  a  large  oil  painting  of  an  English 
Pointer  when  James  Austin,  the  owner,  emerged  from 
his  office. 

After  introductions, 
he  explained  that  the 
painting  was  an  original 
Alexander  Pope  and 
showed  me  an  even  nicer 
painting  of  a  pair  of  set- 
ters by  the  same  artist.  It 
seemed  that  on  every 
surface  in  the  room  was  a 
beautiful  bronze  sculp- 
ture. There  were  game 
birds,  hunting  dogs  and 
combinations  of  the  two 
frozen  in  drama.  Austin 
confirmed  that  they  were 
mostly  19th-century 
originals  and  added  that 
he  had  quite  a  weakness 
for  collecting  them.  1 
inquired  about  the  furni- 
ture: the  wingbackcd 
club  chairs  and  button- 
tucked  couches  uphol- 
stered in  dark  red 
leather.  I  was  surprised 
when  told  they  were  not 
antique,  but  custom- 
manufactured.  llnlikc 
other  leather  furniture, 
these  pieces  are  sewn 
from  unsplit  heavy 
hides.  They  hold  their 
shape  and  wear  for 
decades.  The  London 
manufacturer  will  use 
only  English  steer  hides 
that  have  not  been  dam- 
aged by  barbed  wire, 
since  the  animals  are 
fenced  in  by  hedge. 
Then  there  were  the  carpets.  The  entire  shop  floor  was 
covered  with,  not  oriental,  but  true  Persian  carpets  of 
excellent  quality.  I  didn't  ask  about  the  carpets,  though; 
I  wanted  to  see  the  guns. 

The  gim  shop  was  walled  with  cherr\'  gun  cases.  Each 
case  was  double-doored  with  leaded  glass  windows 
revealing  row  after  row  of  double-barreled  shotguns. 
Under  tables  and  on  window  sills  were  stacks  of  cased 


:;/////'/'/' 


/  adked  New  England  Arnu 
owner  Jamed  Austin,  "Who  ntaked 

the  bed t g and  today?" 
'The  Italians,  The  English  perfected 
the  dide-by-dide  dhotgun.,. 
The  Italians  took  the  dedign  and 
fine-tuned  it  into  the  bedt 
gund  ever  made, " 


guns,  many  of  which  were  matched  pairs. 

As  Austin  dug  out  some  of  his  better  pieces  to  show 
me,  I  asked  about  the  history  of  New  England  Arms.  I  Iq 
told  me  that  the  shop  was  born  in  the  early  '70s  when  he 
returned  to  Kittery  Point  from  a  teaching  job  in  Iowa,  tc 
care  for  hi's  terminally  ill  grandmother.  With  her  need  foi 
constant  care,  typical  employment  was  not  an  option 
What  had  been  a  hobby  turned  into  a  full-time  profeS' 

sion.  An  18th-centur^ 
barn  on  the  estate  wa 
converted  into  a  gur( 
shop.  After  his  grand 
mother  passed  away,  hd 
concentrated  more  anq 
more  on  Fine  Ci u n s 
New  England  Arms  was 
born  in  its  present  state! 
after  an  extensive  interi- 
or renovation. 

The  conversation! 
turned  back  to  guns  o\  ep 
a  rare  Purdey,  a  turn-of^ 
the-century  gun  with 
deep  relief  engraving 
that  had  a  price  tag  of 
$75,000.  We  proceeded 
to  look  over  a  few  dozen 
fine  English  Best  guns  in 
c\  erything  from  .410  to 
12-bore.  There  were  also 
racks  of  Parkers,  L.C 
Smiths  and  Winchestei 
21s,  representing  Ameri- 
ca's best,  and  European 
classics  from  Germany, 
Austria,  Belgium,  F" ranee 
and  Spain.  Each  gun  wasi 
of  excellent  quality,  but 
different  in  look  and 
feel,  distinctive  to  thein 
blood  line.  After  looking] 
over  several  hundred 
guns  of  the  best  makers 
in  the  world  I  asked, 
"Who  makes  the  best 
guns  today.''" 

He  thought  f o  r 
moment  and  said,  "The 
Italians.  The  English 
perfected  the  side-by-side  shotgun,  the  mechanism 
the  weight,  the  balance,  the  entire  design.  The  Italians 
took  the  design  and  fine-tuned  it  into  the  best  guns 
ever  made." 

"Of  the  Italians  who  makes  the  best.''"  I  asked. 
"I  like  Bertuzzi.  If  a  customer  wants  a  Best  Grade  gun 
built,  several  things  must  be  taken  into  consideration: 
the  wood,  barrel  length,  stock  dimensions,  engraving. 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
'SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  that's  what  it 
takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium— 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day  24  hours  a  day.  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity. 

When  you're  ready  to  experience  execu- 
tive travel  the  way  you  want  it,  where  you 
want  it,  call  (800)  835-2220,  (212)  693-2001 
or  your  travel  planner. 


THE  HOTEL 


MILLENIUM 

IT'S  ABOUT  TIME. 


For  reservations,  call  (800)  835-2220 

Ttie  Hotel  Millenium,  5'5  Cliurch  Street 

New  York,  NY  10007 

Across  from  tlie  World  Trace  Center 


gold  inlays,  metal  finish  and  even  the  proper  case.  Come 
into  my  office.  I  have  a  28-gauge  that  just  came  in." 

We  walked  back  to  his  office.  The  interior  was  walled 
with  cherry  gun  cases;  the  chairs,  the  couch,  the  floor 
were  stacked  high  with  cased  guns.  After  a  few  minutes 
of  searching,  Austin  handed  me  a  slender  little  side-by- 
side;  it  was  a  true  28-gauge 
made  on  a  28-gauge  frame. 
It  couldn't  have  weighed 
five  pounds. 

"This  little  bird  gun  I 
had  Bertuzzi  stock  with  a 
piece  of  French  walnut  I 
bought  several  years  ago  in 
southern  France." 

The  stock  had  a  rich 
umber  glow  and  the  distinc- 
tive black  marble  cake  grain 
of  fine  Circassian,  but  the 
lines  of  black  grain  were 
closer  together  and  less  dra- 
matic than  Turkish  walnut. 

"French  is  my  favorite  wood,"  he  continued.  "A 
small  framed  gun  needs  the  closer  grain  and  the  subtle- 
ty of  the  French,  to  complement,  but  not  overpower 
the  entire  composition.  The  engraver  is  a  recent  gradu- 
ate of  Cesare  Giovannelli  Bottega,  the  gun  engraving 
school  in  Gardone,  Italy.  He  will  soon  be  world- 


"J'he  bedt  gund  at  the  bedt 
price*i  are  not  in  Europe,  ^ay*i 

Austin.  "They're  here  in 
America,  and  we  buy,  dell  and 
trade  them  every  day. " 


ranked,  but  for  now  he  is  affordable.  Here,  look  at  the 
engraving  through  a  lens,"  he  said  handing  me  a  pho- 
tographers loupe. 

The  engraving  was  Bulino,  an  engraving  technique! 
done  with  small  hand  engravers  under  a  SOX  lens; 
The  ox  erall  effect  is  photo-quality  definition  in  steel. 

The  dogs  and  birds  wcrej 
rendered  to  perfection! 
complete  with  eyelashes 
and  toenails. 

"Had  my  customer  flowr 
to  Italy  to  have  this  gui 
built,  he  would  have  paid 
twice  as  much  for  the 
engraving  and  had  a  piece 
stocked  in  Turkish  walnutj 
The  overall  effect  would 
have  been  lost." 

"Can  you  do  the  samp 
thing  on  an  English  gun.''' 

"No,  I  can't,  that  is,  not 
on  a  new  gun.  However  I  do 
have  craftsmen  who  will  restore  a  Best  Grade  English 
gun  to  new  condition.  It's  the  same  type  of  process; 
everything  from  wood  to  metal  finish  must  be  right.  The 
craftsmen  I  use  also  do  restoration  work  for  the  bestj 
known  British  gun  makers. 

"Some  of  the  restoration  work  we  do  here.  Let  mei 


Mitsubishi  Electronics  Forms  The  Perfect  Diamond. 


The  new  DiamondTel"  22X 
is  so  small,  so  light,  you'll  barely 
notice  its  presence. 

But  advanced  engineering 


by  Mitsubishi  Electronics  has 
made  this  micro-portable  one 
of  the  most  desirable  cellular 
phones  you  could  own. 


introduce  you  to  Steve  Hutton,  our  gunsmith.  Steve 
apprenticed  at  Churchill's  in  London;  he  speciahzes  in 
stock  work  and  leather-covered  recoil  pads,  but  he's 
quite  accomplished  at  all  forms  of  restoration  and  repair." 

Austin  led  the  way  out  of  the  office  and  into  a  small 
gunsmithing  shop  right  off  the  foyer.  There  Hutton  was 
stretching  a  piece  of  wet  pigskin  over  a  rubber  recoil  pad 
as  we  entered.  Steve  showed  me  some  of  the  wood 
restoration  work  in  progress,  for  which  he  blends  his  own 
stock  finish  from  linseed  oil,  turpentine  and  virgin 
beeswax.  I  knew  this  to  be  the  proper  formula  for  a  Lon- 
don oil  finish.  We  talked  gunsmithing  for  quite  some 
time,  sharing  a  few  secrets.  (If  Steve  ever  needs  another 
job  I  have  a  place  for  him.) 

It  was  getting  on  toward  evening  by  the  time  we  fin- 
ished, and  Austin  invited  me  to  stay  for  dinner. 

We  walked  across  the  yard  to  his  private  pier  in  the 
deep  water  cove.  Austin  pulled  a  few  lobster  traps,  half- 
filling  a  five-gallon  bucket.  As  we  continued  our  conversa- 
tion over  a  mound  of  boiled  lobsters  at  the  kitchen  table,  I 
asked  him  about  the  future  of  New  England  Arms. 

"Lots  of  fun  things,"  he  replied.  "I've  been  work- 
ing closely  with  Antony  Galazan,  founder  of  Connecti- 
cut Shotgun  Mfg.,  who  is  recreating  the  old  Fox  Shot- 
gun line.  We  are  the  exclusive  distributor  and  hope  to 
introduce  them  this  fall.  Your  Hatfield  Uplanders  are 
the  only  quality  American  side-by-sides  on  the  mar- 
ket. Mr.  Galazan  hopes  to  give  you  a  little  competi- 


tion, but  since  we  sell  both  brands  I  refuse  to  take 
sides,"  he  chuckled. 

"Of  course  we  are  also  doing  a  lot  of  appraisal  work  for 
insurance,  estates  and  auction  houses.  The  best  guns  at 
the  best  prices  are  not  in  Europe,  they're  here  in  Ameri- 
ca and  we  buy,  sell  and  trade  them  every  day.  I  love  to 
have  people  stop  by;  it's  fun  to  give  them  an  education 
on  Fine  Guns.  Even  if  they  don't  buy  today,  they  will 
know  what  to  buy  when  they're  ready.  The  real  satisfac- 
tion, with  the  shop  decor,  designing  new  guns  and  restor- 
ing the  old  classics,  is  being  able  to  do  it  right.  That's  also 
the  way  we  treat  our  customers;  we  do  it  right,  in  quality, 
value  and  service." 

I  enthusiastically  nodded  my  head.  I  would  have  said 
"I  couldn't  agree  with  you  more,"  but  it's  not  polite  to 
talk  w  ith  a  mouth  full  of  lobster. 

New  England  Arms  is  an  hour  north  of  Boston  in  Kit- 
tery  Point,  Maine,  just  across  the  bay  from 
Portsmouth,  N.H.  The  new  International  Trade  Cen- 
ter at  Portsmouth  has  facilities  for  private  aircraft. 

For  those  who  wish  to  arrive  by  sea.  New  England 
Arms'  private  deep-water  pier  will  accommodate 
yachts  of  100  feet  or  more.  It's  best  to  call  ahead  for 
exact  directions,  (207-439-0593).  Who  knows,  if  you 
pick  out  a  brace  of  Purdey's,  perhaps  Jim  Austin  will 
pull  a  couple  of  lobster  traps  for  you.  BS 
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/er  are  the  latest  of  many 
ires.  And  when  you  cradle 
tiny  phone  in  your  hand, 
;1  wonder  how,  at  only 
unces,  it  can  deliver  a  full 


hour  of  talk  time  (or  2  '/z  hours 
with  the  high-capacity  battery). 

And  while  you're  shopping 
for  diamonds,  he  sure  to  look  at 
the  DiamondTel  M-H  mobile 


and  92T  transportable  phones. 

For  more  information,  call 
Mitsubishi  Electronics  America, 
Inc.  (708)  298-9223. 

ADiamondlel^ 


Henry 
Kissinger 


IN  1940,  AT  THE  AGE  OF  25,  WHEN  OrSON  WelLES  HIT 
his  artistic  peak  with  the  visionary  Citizen  Kane,  he  was 
also  at  his  physical  peak.  Narrow-waisted,  broad- 
shouldered,  jut-jawed,  he  looked  like  an  oarsman  only  a 
season  or  two  off  the  water.  Over  the  years,  of  course,  his 
weight  ballooned,  until  he  took  to  wearing  tent-like  shirts 
that  hid  his  truly  expansive  self — the  Incredible  Bulk. 
Traveling  by  plane,  he  sat  in  two  first-class  seats. 

The  tragedy  was  that  the  pounds  he  garishly  gained 
reminded  us  of  the  status  and  influence  he'd  lost.  By  the 
late  70s,  Hollywood's  former  boy  genius  was  not  only  as 
wide  as  a  billboard,  he  had  to  make  his  living  as  one.  Most 
famously  he  pitched  Paul  Masson  wines,  but  most  signifi- 
cantly he  rented  his  name  to  a  clothing 
score  for  tall  and  big  men.  Rarely 
have  physiognomy  and  ignominy 
been  so  closely  linked. 

To  be  sure,  not  many  slender 
lads  grow  up  to  achieve  Wellesian 
proportions.  And  those  who 
approach  that  inverse  ideal  don't 


By  Terence  Monmaney 


necessarily  suffer  for  it.  The  ex-bantam  Brando,  far  from 
having  forfeited  his  appeal,  now  commands  such  high 
fees  you  would  think  he  was  paid  by  the  pound. 

As  you  can  see  from  the  before-and-after  photos  on 
these  pages,  power,  fame  and  fortune  provide  no  hedge 
against  bodily  inflation.  If  anything,  they  probably  make 
matters  worse.  Seen  any  fat  migrant  farm  workers  lately.^ 
It's  for  good  reason  that  obesity  is  included  among  the  so- 
called  diseases  of  civilization.  To  look  at  the  young  and 
old  Napoleons  pictured  within  is  to  be  confronted  by  the 
worrisome  paradox  that  a  man  could  rule  an  empire  but 
fail  to  run  his  own  metabolism. 

Why  do  so  few  men  fit  into  the  britches  they  wore 
when  they  set  out  to  conquer  the  world.''  Why  do  we  stow 
the  10  or  20  pounds  that  usually  start  trying  to  sneak 
aboard  in  our  30s.'  A  sampling  of  scientific  and  medical 
opinion  has  turned  up  a  few  answers  to  this  innocent 
question.  Yes,  it  happens  to  almost  everyone.  No,  it  is  not 
an  inevitable  aging  process,  like  the  graying  of  hair  or  the 
paying  of  tuition.  The  way  some  experts  see  it,  you  can 
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embark  on  a  state-of-the-art  program  to  help  avoid 
or  reduce  middle-age  spread  right  this  second  if 
you  get  out  of  your  seat  and  read  this  standing  up. 

You  cannot  be  blamed  for  completely  misun- 
derstanding the  relationship  between  metabolism 
and  body  composition.  Practically  everybody 
seems  to  have  it  wrong. 

What  you  want  is  a  sort  of  foolish,  big-spending 
metabolism — one  that  burns  energy  like  there's 
no  tomorrow.  But  as  we  age,  our  system  generally 
gets  miserly  and  slows  down,  saving  more  and 
more  energy  as  fat.  It  has  long  been  assumed  that 
this  happens  according  to  some  predetermined 
plan  that  you  can't  change.  But  only  last  year, 
Teresa  A.  Sharp  and  James  O.  Hill  of  the  Universi- 
ty of  Colorado,  and  their  co-workers  established 
that  metabolic  rate  is  determined  chiefly  by  the 
body's  ratio  of  fat  and  muscle — and  you  can  defi- 
nitely do  something  about  that. 

It  was  a  big,  elaborate  study,  impor- 
tant enough  to  get  published  in  the 
.\i)H)ii(iii  Jouiiuil  Of  Physiology,  but  let's 
cut  past  the  chase  to  the  outcome.  It 
means  two  things.  First,  get  moving. 
Second,  stay  moving.  Physical  acti\  ity 
is   the   key  to 
boosting  me- 
tabolism, and  ac- 
cording to  these 
researchers  it 
does  so  by  creat- 
ing muscle  and 
reducing   fat — 
not,  say,  by  reset- 
ting some  inter- 
nal thermostat.  It 
sounds  like  a  tau- 
tology: lose  fat  in 
order  to  boost 
metabolism  and 
lose  fat.  But  it 


\(/pol('on 

turns  out  to  be  as  logi- 
cal as  the  notion  that 
you  have  to  spend  money  to  make  money.  The  reason  is 
that  muscle  cells  burn  far  more  energy  than  fat  cells; 
thus,  the  higher  your  ratio  of  muscle  to  fat.  the  more 
energy  you  burn,  and  the  less  fat  you  accumulate. 

The  researchers  have  also  found  that,  contrary  to 
popular  belief,  the  high-energy  burn  you  get  while  exer- 
cising does  not  continue  for  hours  afterward.  Soon  after 
you  stop  exerting  yourself,  the  metabolic  rate  falls  to  its 
resting  level.  So  the  idea  that  if  you  work  out  for  half  an 
hour  you'll  reap  the  benefits  of  a  high  metabolism 
through  the  day  isn't  true — unless  you  lose  fat  and  gain 
muscle.  Which,  of  course,  takes  time.  As  Colorado 
researcher  Hill  puts  it,  "As  much  as  I  advocate  exercise, 
it's  not  a  short-term  cure  or  prevention.  It  only  works 
over  the  long  term." 

The  clinical  exception  aside,  whether  you  gradually 
put  on  weight  is  not  in 
your  genes  but  in  your 
hands.  The  main  cause  of 
spare  tires  is  creeping 
sedentariness.  Consider 
the  horrifying  arithmetic. 
If  vour  dietary  intake 


metabolism: 
first,  get  moving. 
Second,  stay 
moving. 


doesn't  change  and  other  health  factors  also  remain 
equal,  and  if  you  burn  just  ten  fewer  calories  a  day — 
roughly  the  energy  expended  in  a  five-minute  walk — 
then  you  will  gain  one  pound  a  year.  After  a  decade  of 
fierce  dietary  vigilance,  you  will  be  ten  pounds  heavier. 
Now  you  are  mystified.  You  blame  hormones. 
\'ou  tell  yourself  love  handles  are  cute. 
Meanwhile,  you  ride  elevators  up  two 

flights.  You  drive  the  quarter  of  a  mile  foT  a  healthy 

to  buy  the  Sunday  paper.  You  hire  a 
kid  to  mow  the  lawn.  And  then.? 
You're  forgoing  the  chance  to  expend 
calorics,  and  you're  losing  muscle 
mass.  As  a  result,  your  metabolic  rate 
slips  a  notch.  You  burn  even  less 

energy.  You 
tell  yourself  a 
pot  belly  is  cute. 

Because  of  the 
body's  ruthless  energy 
accounting  procedures.  Dr. 
George  Blackburn  is  con- 
stantly trying  to  inconve- 
nience himself.  An  associate 
professor  of  surgery  at  Har- 
vard Medical  School  and  also 
the  director  of  the  Center  for 
the  Study  of  Nutrition  and 
Medicine  at  Deaconess  Hospi- 
tal, Blackburn,  who  is  57,  likes 
to  hold  meetings  in  his  associ- 
ates' offices,  so  he  can  walk 
there.  On  the  phone  or  at  his 
desk,  he  likes  to  stand — on  the 
principle  that  standing  burns 
more  calories  than  sitting.  He 
praises  fidgeting  and  pacing. 
When  the  hospital  installed  an 
elevator  in  his  favorite  stairwell,  he  complained. 

His  own  studies  as  well  as  the  medical  literature  sug- 
gest to  him  that  nearly  all  of  us  are  woefully  underactive. 
"Going  to  the  gym  three  days  a  week  for  twenty  minutes 


Dan  Aykroyd 


may  not  be  enough,"  he  says,  adding  that  he  eschews 
short  intense  workouts  for  sustained  activity.  He  tries  to 
be  in  motion  or  on  his  feet  six  hours  a  day.  "You  can  beat 
the  system,"  he  says,  referring  to  the  body's  tendency  to 
let  muscle  slip  into  fat.  "But  you've  got  to  make  a  game 
out  of  it.  Be  competitive." 

Though  the  role  of  diet  in  this  perpetu- 
al fat  game  has  been  diminished  by  the 
new  emphasis  on  physical  activity,  our 
daily  muffin  remains  a  major  player. 
After  all,  it  may  contain  as  much  as 
15  grams  of  fat,  and,  as  the  calcula- 
tions go,  if  you  consume  only  that 
much  more  fat  than  you  burn  each 
day,  you'll  put  on  a  pound  and  a  half 
in  a  year.  That  afternoon  chocolate 
bar,  while  it  is  hardly  dangerous,  will 
make  its  way  to  your  waist  if  it  becomes 
a  routine  indulgence.  The  same  goes  for 
that  bottomless  source  of  useless  fuel,  perhaps 
the  Number  One  caloric  bane  of  the  aging  gent,  alco- 
hol. Remember  that  a  Scotch  on  the  rocks  packs  100 
calories,  a  glass  of  wine  110,  a  gin  and  tonic  200. 

But  the  strategy  for  avoiding  unwelcome  weight  is 
not  self-deprivation.  Instead,  aim  for  a  measure  of  self- 
regulation.  Exploit  the  body's  free-market  energy  econ- 
omy. The  fact  that  tiny  excesses  can  lead  to  gross  body 
changes  over  the  long  haul  has  an  important  corollary: 
burning  even  a  tiny  bit  more  energy  than  you  need 
every  day  can  result  in  happy  changes  over  the  long 
haul.  Hill  buoyantly 


Henry  James 


says,  "You  can  turn 
things  around."  So  go 
ahead.  Spend  money 
to  make  money.  That 
way,  you  won't  end 
up  as  a  spokesman  for 
size  XXXL. 


T  E  R  E  N  C  E     M  ()  N  - 

M  A  \  E  V  is  a  writer  irc- 
lu"  in  New  York. 


All  of  the 


Best  And 


None  Of  the 
Worst  Of 
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Illustration   By  Glenn  Reid 


i    IS  COCKTAIL  HOUR  IN  OUR  ROOM  AT  THE  InN  OF  THE  AnASAZI. 

w|  We  have  been  rendered  serenely  witless  by  the  Inn's  brain- 
whomping  margaritas,  which  work  better  at  an  altitude  of 
7,000  feet.  Linda,  the  resident  masseuse,  is  gently  extruding  our 
limbs  and  explaining  why  she  chucked  a  career  in  L.A.  real 
estate  to  practice  massage  and  aromatherapy  in  Santa  Fe. 


Converts  like  Linda  invariably  mention  the  /■///n/  of 
:he  place — something  to  do  with  the  searing  light  and 
:hin  air,  the  pink  mountains  and  impossibly  blue  sky,  the 
aridity,  the  Native  Americans,  and  all  that  turquoise  jew- 
elry. Little  wonder  the  town  has  become  a  healing 
mecca,  particidarly  for  pilgrims  seeking  a  fresh  start  in 
life  and  the  latest  in  out-of-body  care.  The  Santa  Fe  Yel- 
low Pages  list  60  acupuncturists  and  60  massage  agen- 
:ies.  The  local  newspaper  contains  pages  of  ads  for  coun- 
seling in  the  Shamanic  arts,  cranio-sacral  therapy  ("a 
technicjue  in  which  the  mind  lets  go  of  the  body  so  that 


the  body  is  free  to  express  its  knowingness"),  and  events 
like  the  Psychic  &  Bodyworker  Fair. 

Of  course,  for  a  moderate-sized  Southwestern  town  to 
rank  at  or  near  the  top  of  many  traveler  surveys,  it  must 
provide  various  other  ways  for  the  mind  and  body  to 
express  their  knowingness.  Santa  Fe  and  its  environs 
offer  sufficient  diversions  to  keep  all  your  major  organs 
busy  for  at  least  four  or  five  days.  'Fo  begin  with,  visitors 
are  drawn  by  the  city's  near-mystical  appeal  as  a  Center 
for  Shopping.  This  is  your  high-end  buyer's  Valhalla. 
Astoundingly  for  its  population  of  60,000,  Santa  Fe  lays 
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claim  to  somewhere  between  ISO  and  200 
art  galleries,  depending  on 
whose  definition  of  art  you 
accept,  and  to  the  third-highest 
art  sales  in  the  U.S.,  after  Man- 
hattan and,  alternatingly,  L.A.  or 
San  Francisco.  In  addition  to  its 
own  cosmopolitan  charms,  Santa 
Fe  provides  a  convenient  base  for 
day  trips:  to  pueblos  north  and 
south,  to  parklands  and  ancient 
ruins,  and  to  the  villages  along  the 
high  road  to  Taos.  Then  there  are 
the  seasonal  attracrions: 


Best  Time  to  Go: 
It's  Your  Call 

Your  travel  agenda  will  most  likely 
be  weather-driven.  For  winter  sports, 
the  Santa  Fe  ski  area,  one  of  the  high- 
est in  the  U.S.,  is  only  30  minutes 
from  downtown,  and  in  recent  years 
has  consistently  received  good  to  excellent 
powder.  Non-skiers  have  also  begun  flock- 
ing to  the  city  at  Christmastime,  when 
great,  soft  snowflakes  blanket  the  cotton- 
wood  trees,  and  the  smoke  of  thousands 
of  pifion  fires  reaches  critical  mass.  In 
spring  and  fall — the  most  delightfully 
temperate  and  least  tourist-glutted  sea- 
sons— you  may  be  able  to  ski  and  golf 
on  the  same  day. 

Even  summer  in  these  parts,  where 
parching  sun  turns  your  skin  to  papyrus 
(though  nights  can  be  chilly),  offers  its 
own  seductive  pleasures.  On  evenings 
in  July  and  August,  the  Santa  Fe 
Opera  presents  both  classic  and  pre- 
miere productions  in  a  spectacular 
outdoor  theater.  And  in  the  third 
week  of  August,  frenzied  consumers 
achieve  meltdown  during  Indian 
Market,  when  crafts  stands  are  set 
up  along  the  already  boutique- 
clotted  streets,  and  the  town's 
population  bloats  to  150,000. 

The  Downside 

At  such  times,  two  drawbacks 
become  apparent:  1.  World- 
class  traffic.  2.  Bed  rationing. 
There  are  approximately  4,000  hotel 
rooms  in  the  greater  Santa  Fe  area.  Provid- 
ed you  avoid  crush  seasons  and  weekends, 
and  book  far  in  advance,  chances  are  you'll 
find  accommodations.  Following  are  the 
ones  to  aim  for. 
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Best  Beds 

If  you  are  a  party  of  one  or  two:  Th 
Inn  of  the  Anasazi,  just  two  year 
old,  is  incontestably  Santa  Fc's  mos 
stylish  hostelry.  It  is  also  the  tough 
est  to  get  into,  owing  to  its  intimat( 
scale— just  59  rooms — and  its  desiij 
able  location  just  off  the  Pla/.a.  Th 
Inn's  strengths  are  ecologically  cor 
icct  luxury  and  personalized  scrvici 
h\  an  eager  young  staff.  Flcgant  roon 
a[)pointments  combine  traditional  an( 
modern  elements  without  getting  kit 
tcnish:  the  painted  trastero  houses 
fridge  and  TV,  the  adobe  fireplace  i 
gaslit,  the  tin  cross  over  the  mantej 
looks  folky  rather  than  sectarian.  Thi 
suites  here  aren't  much  roomier  than  th 
doubles;  instead,  try  to  reserve  one  oj 
the  five  or  so  doubles  with  small  terraces 
($225  to  $385,  but  about  15%  lower  ii 
off-season;  113  Washington  Avenue;  505 
988-3030,  or  800-688-8100.) 

The  Anasazi  also  boasts  an  excellen 
restaurant,  with  an  organic  menu  tha 
solemnly  quotes  Chief  Seattle  on  the  inter 
connectedness  of  all  life  forms.  (It  is  not  alto 
gether  clear  how  the  buffalo  burgers  fi 
into  this  grand  scheme.)  Th 
kitchen  turns  out  some  bean 
intensive  breakfasts,  impecca 
ble  salads  and  grills,  and  a  con 
tortilla  soup  with  barbeque  porl 
potstickers  that  should  not  b< 
missed.  An  extensive  wine  Ii 
emphasizes  American  wines 
surprisingly  reasonable  mark-up^ 
Service  is  amiable  but  slow;  on  thj 
other  hand,  this  may  be  one  of  th' 
tew  places  in  town  where  you  ca| 
dine  at  a  leisurely  pace.  | 
If  you  are  a  family  or  corporati 
unit:  first  runner-up  for  amenities 
though  not  charm,  is  the  Eldoradl 
Hotel,  whose  hulking  glitz  at  thi 
western  edge  of  the  downtown  are; 
has  made  this  five-story,  200-plul 
room  structure  unpopular  with  thi 
natives.  It  is,  however,  the  only  lodgin; 
in  town  with  views:  request  fourth-  d 
fifth-tloor  rooms,  which  overlook  thi 
Plaza  or  the  Sangre  de  Cristo  mountains 
Luxury  features  include  twice-dail' 
maid  service,  honor  bars,  kiva  fireplaces  an< 
a  heated  rooftop  swimming  pool.  In  addi 
tion,  the  hotel  offers  cavernous  conventioi 
facilities,  spacious  suites  (our  favorite:  #449 
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with  mountain  views  from  the  sizable  ter- 
race), and,  a  block  away,  eight  condo  units 
with  kitchens,  patios,  and  up  to  three  bed- 
rooms. All  of  the  above  make  the  Eldorado 
a  first-class  choice  for  visitors  traveling  in 
packs.  (Doubles  from  $180  to  $300, 
suites  and  condos  from  $300  to  $650, 
with  lower  rates  for  weeknights  and 
3ff-peak  season;  309  West  San 
Francisco  Street;  505-988-4455,  or 
^00-955-4455.) 


Best  Places  To  Get 
A  Good,  Hot  Meal 

Remember,  you're  in  the  chili-wor- 
shipping capital  of  the  world,  so 
meals  are  likely  to  be  hot,  if  not  nec- 
essarily good.  The  other  key  word 
here  is  "get,"  as  the  best  places  are 
jammed  for  dinner  in  high  season  from 
7:00  p.m.  on. 

Restaurant  Showdown:  for  years,  two 
establishments  have  been  gunning  for 
top  Nouvelle  Southwest  honors:  Coyote 
Cafe  and  Santacafe.  The  former  is  the  cre- 
ation of  Mark  Miller,  who  in  the  late  '80s 
earned  a  niche  for  his  beloved  peppers  right 
Lip  there  in  the  haute  cuisine  pantheon  with 
truffles  and  balsamic  vinegar.  More  recent- 
ly, patrons  complained  that  Miller  was  too 
busy  gallivanting  around  the  globe  on 
celebrity  gigs,  and  had  increasingly  aban- 
doned his  range  to  the  care  of  sous-chefs. 

This  year  the  news  at  Coyote  Cafe  is 
consistency.  Miller  has  chosen  to  follow  his 
manifest  destiny  (with  his  megabit  Red 
Sage  restaurant  in  Washington,  D.C.), 
and  has  permanently  installed  Mark 
Kiffm  as  head  wrangler.  The  special- 
ty of  the  house  is  dinner  theater — 
from  the  whimsical  wildlife  perched 
over  the  kitchen,  to  the  line  of  chefs 
thrashing  away  at  the  open  grill,  to 
the  local  fauna  feeding  at  the  bar. 
On  our  latest  foray  through  the 
menu,  each  course,  too,  packed  dra- 
matic intensity.  The  spicy  signature 
chipotle  shrimp  on  corn  cakes  mar- 
ried happily  with  our  bottle  of  '91 
Caym.us  Conundrum.  Roasted 
anglerfish  and  scallops  melted  in  a 
pool  of  poblano-scented  corn 
cream.  Sour  lemon  bread  pudding 
with  berries  was  nothing  short  of  uncon- 
scious. The  wine  list  offers  some  excellent 
if  fully  priced  Burgundies  and  Bordeaux  in 
addition  to  a  wide  range  of  bottles  from  Cal- 
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ifornia,  though  the  selection  of 
J  wines  by  the  glass  is  pedestri- 
an. Caveat  emptor:  the  three- 
course  prix-fixc  dinner  is  $37 
and  obligatory.  Caveat  gustor:  in 
high  season,  the  house  may  do 
three  searings  a  night,  but  that 
doesn't  mean  you  have  to  turn 
over,  so  when  your  server  tries 
to  grab  your  plate,  slap  his  hand 
and  sit  your  ground.  (132  West 
Water  Street;  505-983-1615.) 

Santacafe,  known  for  its  deli- 
cate blend  of  Asian  and  South- 
western cuisines,  remains  as 
popular  as  ever,  and  the  court- 
yard of  this  18th-century  adobe 
house  is  surely  the  city's  most 
enchanting  spot  on  a  summer 
evening  (re(]uest  an  outside  table 
when  reserving).  On  recent  visits, 
though,  the  kitchen  seemed  to 
be  coasting.  An  appetizer  of  pan- 
seared,  razor-thin  strips  of  tuna  with  endive 
was  more  impressive  than  the  market  salad 
of  baby  greens  with  feta  cheese  dressing, 
but  neither  starter  was  meaningful  enough 
to  merit  nine  bucks.  Fennel-scented  bouill- 
abaise  was  tasty  but  skimpy  on  the  fish. 
Moist  sliced  duck  with  stir-fry  of  vegetables 
came  with  what  tasted  like  the  same  plum 
barbeque  sauce  as  the  tuna  appetizer.  As  is 
typical  in  Santa  Fe,  desserts  here — like  the 
lemon-lime  tart  and  passion-fruit 
napoleon — are  superb;  a  decent  wine  list 
focuses  on  California.  Expect  to  pay  about 
$35  for  three  courses  at  dinner,  and  about 
$22  at  lunch.  (231  Washington 
Avenue;  505-984-1788.) 

Young  Gun:  several  much- 
touted  new  restaurants  are  not 
quite  as  stellar  as  advertised, 
though  the  crowds  would  suggest 
otherwise.  The  best  of  the  bunch. 
Cafe  Escalera,  features  no-frills 
food  and  decor — white  napery  and 
crockery,  linoleum  floors,  butcher- 
block  tables,  and  a  noise-meter 
cranked  up  to  "WHAT.-'"  The  wine 
list  is  limited,  as  is  the  menu,  which 
features  mostly  salad  starters,  two 
seafood  and  two  meat  entrees  plus  a 
pasta  dish,  and  a  smattering  of  excel- 
lent desserts.  The  food  is  more  than 
competent,  the  service  less.  (About  $30  for 
three  courses;  130  Lincoln  Street;  505-989- 
8188.) 
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Lunch,  Possibly:  you  can  try 
Cafe  Pasqual's,  but  we  doubt 
you'll  get  in,  as  this  packed  enchi- 
ladist  doesn't  take  reservations, 
and  a  perpetual  line  of  supplicants 
snakes  out  the  door.  (121  Don 
Caspar;  505-983-9340.)  A  lighter 
and  less  frustrating  luncheon 
alternative:  cappuccino  and  fresh 
tomato  and  basil  bruschetta  at 
Cafe  Romana,  a  cozy  hangout 
with  a  neighborhood  feel,  on 
tiny  Burro  Alley  just  west  of  the 
Plaza  (505-984-8804). 

For  breakfast  on  the  way  to  the  trio  of 
museums  southeast  of  town:  the  locals 
munch  bagels  and  browse  the  magazine 
racks  at  Downtown  Subscription  (376 
Garcia  Street). 

For  a  lengthy  but  informative  meal:  If 
you  want  to  view  Southwestern  cuisine 
from  the  inside,  spend  a  morning  at  the 
Santa  Fe  School  of  Cooking  and  Market. 
We  sat  in  on  a  demonstration  class  in  Vege- 
tarian Cuisine,  an  expertly  run  ZVi-hour  ses- 
sion that  produced  one  of  the  most  enjoy- 
able meals  (stuffed  poblanos,  black  beans, 
chicos  and  calabacitas,  platanos  con  ron)  of 
our  sojourn.  (Classes  $25-$55;  Upper  Level, 
Plaza  Mercado,  116  West  San  Francisco 
Street;  phone  ahead  for  schedule  and  reser- 
vations: 505-983-4511.) 

Best  Sights  In 
And  Around  Town 

Begin  reconnoitering  at  the  Plaza.  This 
parklike  square  at  the  heart  of  Santa  Fe  pro- 
vides a  common  ground  for 
couples  with  strollers,  griz- 
zled hippies,  and,  on  week- 
end evenings,  remarkably 
tame  clusters  of  local  teens. 
The  narrow  streets  off  the 
Plaza  are  lined  with  adobe 
buildings  (most  of  them  hous- 
ing shops)  of  a  rich  brown  color 
that  takes  on  a  rosy  cast  at  twi- 
light. On  the  north  side  of  the 
square  stands  the  Palace  of  the 
Governors,  in  continuous  use  as 
a  public  building  since  1610. 
Outside  the  Palace,  Pueblo  Indi- 
ans display  their  jewelry  on  blan 
kets  in  the  shadow  of  the  long  portico 
unsettling  reminder  of  Santa  Fe's  colonial 
heritage;  inside,  a  regional  museum  chroni- 
cles New  Mexico's  Hispanic  settlement. 
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Walk  east  on  Palace  Avenue,  and  duck! 

into  the  courtyard  of  the 
Sena  Building,  one  of  thej 
city's   lushest  interioD 
plazas,  dating  from  th 
mid-19th  century. 

Turn  right  on  (Cathedral 
Place  to  visit  the  imposing 
Romanesque-inspired 
Saint  Francis  Cathedral 
begun  in  1869  under  thej 
guidance  of  Archbisho 
Lamy,  the  saintly  cleric  cel-i 
ebrated  by  Willa  Gather  inj 
Death  Comes  For  The  Archbisho 
op.  Lamy  also  commissioned  the  Loretto 
Chapel  (walk  south  and  west  to  the  Old 
Santa  Fe  Trail),  elegantly  patterned  afteii 
Sainte  Chapelle.  The  Chapel's  spiral  stair- 
case, of  miraculously  sophisticated  design 
has  become  the  stuff  of  local  legend.  If  you 
continue  south  on  the  Old  Santa  Fe  Trail 
you  will  reach  the  footpath  that  parallels  the 
Rio  Grande,  shrunk  to  a  rivulet  for  most  ol 
the  year.  The  path  makes  a  suitable  jogging 
trail  in  the  early  morning,  when  car-exhausc 
fumes  are  less  oppressive. 

While  athletic  activities  are  slightly  morel 
taxing  at  this  altitude,  shopping  along 
Canyon  Road — a  mile's  distance  from  the 
Plaza — requires  marathon  endurance.  Foii 
all  the  disposable  income  it  shelters,  this 
fabled  two-mile  strip  of  curio  and  art  shops 
is  surprisingly  quaint  and  countrified,  dot 
ted  with  shrubs  and  19th-century  houses. 
Park  your  car  at  one  end  and  hit  the 
galleries  running — shopping  high- 
lights are  listed  below. 

Santa  Fe  is  equally  rich  in  muse- 
ums. The  Museum  of  Fine  Arts 
housed  in  a  fine  Pueblo  Reviva 
building  across  from  the  Palace  of 
the  Governors,  focuses  on  works 
by  Georgia  O'Keeffe  and  othei 
painters  of  the  Southwest.  But  to 
view  Santa  Fe's  most  glorious 
regional  treasures — its  troves  oi 
prehistoric  and  contemporary 
Native  American  pottery,  bas- 
kets, textiles,  and  paintings — 
you  must  drive  a  few  miles 
south  of  town  to  the  Camino 
Lejo  Museum  Complex.  The  Folk  Art  and 
Indian  Arts  museums  in  the  Complex  alsc 
have  well-stocked  gift  shops  where  you  can 
purchase  reference  books  as  well  as  antique 
and  contemporary  crafts. 
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How  to  relax  your 
dress  code  without  relaxing 
your  standards. 


Introdvicing  Allen-Edmonds  Lifestyles"'  casual  shoes.  Not  just  the  most  comfortable  ^ ' 
Allen-Edmonds  ever  made,  the  most  comfortable  shoes  ever  made.  They 
can  be  recrafted,  like  all  our  shoes.  Available  in  B,  D,  and  EEF^  widths. 
Tiy  on  the  onK'  casual  shoes  that  live  up  to  oiu'  name.  1-800-235-2348.  (AU) 
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Best  Buying  Though  Not 
Necessarily  Best  Buys 

The  phcnoincnon  known  as  "Santa  Fc 
Style"  is  internationally  recognized. 
Things  that  may  be  said  to  ha\  e  "Santa 
Fe  Style"  include: 

a)  Rustic  furniture,  gaily  painted  and 
pre-distressed,  of  the  kind  gnawed  by 
cowboys  when  grub  was  scarce. 

b)  Rustic  clothing  in  the  Hokey  Indi- 
an mode,  gaily  painted  and  fringed,  such 
as  Cher  favors  in  her  Vegas  act. 

c)  Mugs  with  coyotes  on  thcni. 
In  the  shops  ringing  the  Plaza  one 

finds  ample  opportunity  to  indulge  a  taste 
for  these  items,  as  well  as  for  anything  made 
of  silver  or  chilies. 

Best  bets  in  the  latter  two  materials: 
James  Reid,  Ltd.  (114  Fast  Palace  Avenue) 
has  a  handsome  selection  of  silver  belt- 
buckle  sets.  Southwestern  cooking  ingredi- 
ents and  utensils  make  useful  and  portable 
gifts;  the  shops  adjoining  Coyote  Cafe  and 
The  Santa  Fe  School  of  Cooking  will  meet 
all  your  chili  needs. 

For  our  money,  though,  the  choicest  com- 
modities in  Santa  Fe  are  the  historical  Native 
American  artifacts  for  sale  in  bewildering 
abundance  all  over  town.  To  simplify  your 
search  through  the  galleries  (no  self-respect- 
ing Santa  Fe  emporium  would  be  caught 
dead  calling  itself  a  store),  we've  divided  the 
shops  highlighted  below  into  two  geographic 
sectors.  Dow  ntown  and  ('anyon  Road,  and 
their  wares  into  two  aesthetic  categories. 
Inspirational  and  Attainable. 

On  the  south  side  of  the  Plaza,  at  Dewey 
Galleries  (74  East  San  Francisco  Street), 
you'll  find  several  rooms  full 
of  museum-quality  Pueblo 
baskets,  jewelry,  textiles  and 
pottery,  the  best  pieces  run- 
ning into  tens  of  thousands  of 
dollars.  More  affordable  exam- 
ples of  Southwestern  and 
other  tribal  arts  can  be  found 
on  the  east  side  of  the  Plaza,  ar 
Taylor  A.  Dale.  This  is  a  tin\ 
offshoot  of  the  banning 
gallery  next  door,  but  here  the 
prices  and  the  staff  are  more 
welcoming  (53  Old  Santa  Fc 
Trail,  second  floor). 

Once  you  ha\  c  become  accustomed  to 
the  altitude  downtown,  you  are  ready  for 
the  decathlon  of  the  shopping  Olympics, 
Canyon  Road.  Morning  Star  Gallery 
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(#513)  has  the  most  dazzling 
array  of  American  Indian  anticj- 
uities  on  the  strip.  In  addition 
to  Pueblo  arts,  the  gallery  pre- 
sents works  from  tribes  all 
over  North  America,  including 
beautiful  beaded  and  (|uilled 
clothing  and  storage  bagsi 
from  the  Plains  Indians.  For  a| 
large  and  sensibly  pricedl 
selection  of  early  Anasazi 
pottery,  look  in  at  Tif/uu\ 
Gallery  (#812).  'Fop-notchj 
though  costly  antique  Southwestern  bas-i 
kets  and  kachina  dolls  are  offered  by  thci 
friendly  and  accommodating  owners  ofl 
Katiia-Ferrin  Gallery  (=662). 

If  you  are  in  the  market  for  .Southwest- 
ern paintings  of  the  19th  and  2()th  cen-' 
turies  and  happen  to  ha\  e  pots  of  money,, 
visit  the  Zaplin-Lampert  Gallery  (^^651) 
and  Nedra  Matteucci's  Fenn  Galleries 
(1075  Paseo  de  Peralta) — the  latter  at  the 
farthest  reaches  of  Canyon,  geographically 
and  economically  speaking.  If,  on  the  other 
hand,  you  lean  toward  19th-  and  20th-cen- 
tury folk  art  and  your  price  range  is  in  the 
three  figures,  you  may  be  captivated  by  the 
unschooled  paintings  on  tin  called  reta/)los\ 
and  ex-votos.  These  religious  images,  pro 
duced  primarily  in  Mexico  and  New  Mexi 
CO,  are  eminently  collectible  and  easy  toi 
cart  home.  The  little  ex-votos,  which  offer 
up  thanks  to  a  patron  saint  for  granting  a 
particular  blessing,  are  especially  charming; 
and  inexpensive:  both  Claiborne  Gallery 
(#55S)  and  Throckmorton  Fine  Art  (=550) 
have  plenty  to  choose  from.  Note:  as  with 
all  religious  articles  and  antiquities,  acqui- 
sition carries  with  it  some 
nasty  Raiders-of-the-Lost- 
Ark  implications.  One  must 
take  it  on  faith  that  these 
items  were  acquired  legiti- 
mately by  the  seller,  and  that 
they  will  not  spontaneously 
combust  in  one's  living  room. 

Best  Day  Trips 

After  a  few  dusty  days  of  sight- 
seeing, you  will  thirst  for  some' 
greenery.  The  parklands  of  Ban- 
delier  National  Monument,  about 
45  miles  northwest  of  town  on  Highway  4„ 
offer  cool  vegetation  along  Frijoles  Creek, 
70  miles  of  mountain  trails,  and  an  exten- 
sive network  of  Anasazi  ruins  to  explore. 


WHEN  IT  GOMES  TO  MANAGING  AIR  TRAVEL  EXPENSES. 
ONLY  THE  AIR  TRAVEL  CARD  OFFERS  A  NO-COST  APPROACH. 


For  many  businesses  today,  the  cost  of  managing 
air  travel  expenses  is  often  left  up  in  the  air.  We'd  like  to 
suggest  a  more  down-to-earth  approach. 

The  Air  Travel  Card  Payment  System. 

It  has  no  annual  fees,  no  interest 
charges  and  no  per- card  charges.  Which  means 
all  you  pay  for  is  air  travel.  And,  because  it's  the 
airlines'  payment  system,  it's  instantly  recognized 
by  over  200  airlines  worldwide. 

Plus  it  provides  your  company  with  a  variety 
of  billing  formats,  management  reports  —  even 


customized  billing.  As  well  as  automatic 
insurance  every  time  you  use  it. 
For  more  information  on  how  to  change 
the  pattern  of  your  air 
travel  costs,  call  800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4225). 


THE  SMARTEST  ROUTE 

Call  Air  Travel  Card  at  800-222-4688  -  in  DC  call  202-626-4225 
-  or  see  your  travel  agent  or  airline  representative. 


With  the  help  of  a  pamphlet  provided  by 
the  visitors'  center,  you  can  spend 
an  hour  or  two  following  the  Ruins 
Trail,  and  scrabbling  through  a 
honeycomb  of  multistoried  cave 
dwellings  that  were  carved  into 
pale  cliffs  of  volcanic  tuff  some  700 
years  ago.  Here  and  there,  petro- 
glyphs  bear  cryptic  messages  from 
the  region's  first  inhabitants. 

On  the  drive  out  to  Bandelier, 
consider  disembarking  at  San  Ilde- 
fonso  Pueblo.  Less  impressive  archi- 
tecturally than  the  pueblo  at  Taos, 
this  quiet  village  consists  principally  of  a 
vast  plaza  with  its  ceremonial  kiva  and  lone 
Cottonwood  tree,  a  church,  and  groupings  of 
wood  and  adobe  dwellings.  The  pueblo  is 
best  known  for  its  matte-on-glossy  black 
pottery,  made  with  a  technique  pioneered 
by  Maria  Martinez  and  her  husband  Julian 
in  the  1920s;  old  and  new  examples  of  this 
art  are  sold  at  a  number  of  shops  around  the 
plaza.  (Call  the  Santa  Fe  Visitors  Bureau  for 
a  calendar  of  events  listing  feast  days  and 
ceremonial  dances  at  the  various  pueblos  in 
the  region:  800-777-2489.) 

In  contrast,  Taos  Pueblo,  just  north  of 
the  town  of  Taos,  fulfills  your  expectations 
of  what  an  historic  adobe  village  should  look 
like.  Its  monumental  earthen  blocks  are  so 
imprinted  on  the  collective  tourist  imagina- 
tion that  you  feel  you  have  been  here  before 
(or  perhaps  your  intuitive  right  brain  has 
been  hanging  out  in  Santa  Fe  too  long). 

Of  course  you  will  want  to  spend  a  cou- 
ple of  hours  poking  around  Taos  itself, 
Santa  Fe's  funkier  sibling. 
(The  Apple  Tree  restaurant 
on  Bent  Street  is  a  favorite 
for  lunch.)  But  half  the 
appeal  of  a  trip  to  Taos  is 
getting  there  via  the  "High 
Road."  This  scenic  80-mile 
drive  along  NM  Highway 
76  through  the  Sangre  de 
Cristo  foothills  will  take 
you  two  or  three  hours, 
including  a  couple  of  brief 
but  worthwhile  stops 
along  the  way.  The  Santuario 
de  Chimayo,  a  simple  and  classically  bal- 
anced adobe  structure  of  the  early  19th  cen- 
tury, draws  thousands  of  congregants  annu- 
ally, for  the  earth  in  its  anteroom  is  said  to 
have  healing  properties.  Refreshingly  for  a 
tourist  attraction  of  this  magnitude,  the 
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church  and  ramshackle  tienda. 
nearby  have  retained  then 
uncommercialized  provincial! 
nature,  as  has  the  lovely  18th- 
century  (Church  at  Las  Tram- 
pas,  farther  along  the  High| 
Road. 

The  somewhat  shorter! 
drive  home  along  Highway! 
68  is  no  scenic  slouch, 
either.  This  is  the  "Low 
Road"  that  parallels  the  Rioj 
Grande.  On  the  way,  stop  toi 
walk  around  the  sphinx-like  form  of  the  San\ 
Francisco  de  Asis  church  in  Rancho  de' 
Taos,  an  icon  framed  by  O'Keeffe  and  virtu- 
ally every  other  artist  who  visited  the  region. 

Finally,  as  a  day-trip  destination,  Acoma 
Pueblo  exists  just  outside  the  purview  of  our 
Santa  Fe  recommendations,  but  we've  got  toi 
rave  about  it  anyway.  Santa  Fe  has  no  major 
airport,  so  you  will  be  flying  into  and  out  of 
Albuquerque.  After  exploring  Albuquerque 
for  half  a  day,  most  travelers  head  northeast 
for  Santa  Fe;  we  heartily  urge  you  instead  to 
reserve  the  next  day  for  an  excursion  to 
Acoma,  about  65  miles  to  the  southwest. 

A  low  line  of  adobes  built  atop  a  sheer 
365-foot  cliff,  the  Sky  City  of  Acoma  at  first! 
glimpse  seems  to  be  a  rocky  outcropping  of 
the  mesa.  So  it  must  have  appeared  to  thel 
disappointed  Spanish  explorers  who  came 
here  450  years  ago  searching  for  cities  of 
gold.  Acoma  has  been  continuously  inhabit- 
ed since  at  least  the  11th  century.  Today, 
the  sparsely  populated  village  preserves  its 
aura  of  inviolability,  despite  the  colonial 
presence  of  its  17th-century  mission  church 
and  the  pottery  stands  that 
display  for  tourists  some  fine 
modern-day  examples  of  the 
pueblo's  ancient  art.  A  bus 
from  the  visitors'  center  takes 
you  to  the  top  of  the  place 
Cather  called  "cloud-set 
Acoma,"  where  you  look  out 
onto  the  neighboring 
Enchanted  Mesa,  400  feet 
high  and  utterly  unassailable. 
It's  as  close  to  a  magical  expe- 
rience as  any  Santa  Fean  could 
hope  for.  US 


The  Sky  City  of       Amy  Ticker  is  a  professor  of  Etiglish  at 
Acoma:  close  to  a     Queens  College  in  New  York.  Her  husband 
MAGICAL  EXPERIENCE.   S  T  E  p  H  E  N  Tanzer  publishes  The 

New  York  Wine  Cellar  ne-ursletter. 
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ememhrances  0'rom  S'lie  golden  f^\ge 


ersea   Vv a c 


Written  and  I  l  l  li  s  t  r  a  i  k  d  n  \    B  r  u  c:  e  M  c  C  a  l  l 


1939 


You'd  find  a  big  house  over  in  Hoboken  and 
pay  the  people  to  get  out  and  commence  to 
v\  aiiovv  in  the  start  of  the  gala  New  York-to-London  race. 
The  skyline!  7  he  river!  The  subs!  The  people!  No  one 
in  subs  was  insubstantial,  no  one.  Old  Bobby  Frazier 


wangled  an  oiler's  job  on  the  Bo/row  Feeder,  and  Rex 
made  a  bonfire  of  lawn  furniture  and  flapped  a  rug  this 
way  and  that  in  front  of  it — an  improvised  Aldis  lamp,  to 
signal  Bobby.  The  silly  thing  was,  nobody  remembered 
to  ask  Bobbv  afterward  if  he  ever  saw  it! 
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WfBfSK^  Uncle  Lysander  once  spent  God  knows  how 
iHiiH  much  of  his  fortune  trying  to  get  a  bill 
through  Congress  that  limited  baseball  games  to  five 
innings.  The  man  was  impatience  personified.  Kaiser 
Wilhelm,  Billy,  was  a  distant  cousin,  and  that's  how 
Uncle  Lysander  cadged  an  old  Holland-type  sub  from 
the  German  Imperial  Navy.  It  was  the  first  private 
submarine,  but  he  didn't  get  it  for  sport.  He  simply 
figured  that  making  the  trip  by  fast  sub  would  cut  two 
hours  off  the  trip  around  Lake  Ostrander  from  his 


Adirondacks  camp  to  the  village  station  on  Sunday 
evenings,  allowing  him  to  catch  the  last  through  train 
back  to  New  York.  He  hired  a  German  commander  to 
run  the  thing,  but  of  course  he  was  too  impatient  to 
learn  any  German  and  the  day  of  the  maiden  voyage 
he  was  shouting  and  railing  as  usual  and  the  German 
thought  he  said  "crash  dive!"  so  he  did,  into  five  feet 
of  water  and  twenty  feet  of  muck.  It  hadn't  even  got 
unstuck  before  Uncle  Lysander  was  dashing  off  letters 
to  the  Wright  Brothers. 


WfBK^M  Those  early  trans-Atlantic 
IHBiI  trips  were  99  percent  sub 
and  one  percent  luxe,  frankly.  Old 
clapped-out  war  surplus  tubs,  claus- 
trophobically  narrow  and  cramped. 
The  banquet  room  in  Sea  Urchiti  was 
a  horror:  a  gloomy  long  tube,  reek- 
ing of  diesel  fumes,  throbbing  with 
that  remorseless  pocketa-pocketa. 
No  sommelier,  not  even  any  wait- 
ers; everything  had  to  be  handed 
down  from  overhead  hatches.  The 
1921  New  Year's  Eve  bash  aboard 
Sea  Urchin  was,  well,  restrained.  I 
think  everyone  present  would  have 
gladly  traded  the  day  and  a  half  you 
gained  in  a  sub  for  a  steerage  berth 
in  the  Berengaria. 
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WXB^  Lord  Weaselford  used  his 
fSBBM  private  sub  to  roam  the  sea 
lanes  and  create  sensational  incidents 
just  so  his  onboard  newshounds 
could  relay  lurid  exclusives  back  to 
ne  London  Daily  Flaslu  the  yellowest 
Fleet  Street  tabloid  of  them  all.  The 
Flash,  the  sub  was  christened,  and 
the  Weaselford  gang  used  it  to  stage 
that  famous  "rescue"  of  the  nude 
showgirl  castaway  and  all  those  other 
circulation-building  stunts  of  the 
Twenties.  But  in  '33  they  went  too 
far,  firing  rubber  torpedoes  at  the 
Homeric  to  try  panicking  the  passen- 
gers— one  passenger  actually,  Nita 
Olay,  the  honeymooning  screen 
star — into  abandoning  ship  while  The 
Flash's  camerman  snapped  away.  The 
Ho?rieric's  captain  fought  back  using 
couches  and  safes  and  even  a  grand 
piano  as  depth  charges.  The  Flash  was 
beaten  off  all  right,  but  MAD 
OCEAN  LINER  ATTACKS  DAILY 
FLASH  was  the  next  edition's  head- 
line. Squalid,  squalid  stuff. 


KAHDAHAR  Sir  Mangus  Bustard  said  the 
Kandahar  made  him  $4  million  a  minute  when  it  beat 
the  Laconia  from  New  York  to  London  by  24  hours  and 
he  started  his  run  on  the  copra  oil  exchange  before  the 
Wall  Street  boys  could  stop  him.  Then  the  Wall  Street 
boys  got  a  sub  of  their  own  and  he  was  ruined.  The  wags 
called  him  Sir  Hubris  forever  after. 


HYPERIOH  You  hated  to  submerge.  Norman  Bel 
Geddes  had  held  nothing  back  in  the  design.  To  watch 
the  sunset  out  there  in  the  world's  only  seagoing  gazebo, 
skeet-shooters  blasting  away,  the  dance  band  playing 
"Pertldia" — it  marked  some  sort  of  prewar  apogee,  and 
everybody  sensed  it,  and  the  goosebumps  came  from 
that  and  not  the  Atlantic  breeze. 


'  NOUtiUCll"    '  U  S.A1 


C  O  H  5  O  L  Four  days  submerged  and  the  nerves 
always  twanged.  But  add  in  a  dozen  New  York  lawyers: 
"Can't  this  thing  go  any  faster.''"  "What  do  you  mean,  no 
more  yellow  legal  pads.''"  "This  muffin  is  cold!"  The 
minute  we  surfaced  off  England  I  jumped  in  the  speed- 
boat and  made  for  land.  The  captain  never  pressed 
charges.  The  captain  was  in  the  back  seat. 


NONESUCH  The  second  conning  tower  had  a 
casino  inside.  The  only  fatality  on  a  private  sub  hap- 
pened on  the  Noiiesur/i  when  a  passenger  fell  off  the 
promenade  bridge  between  the  towers.  "Fell"  my  eye. 
Poor  duck  had  been  wiped  out  at  blackjack  and  took  a 
swandive  to  oblivion.  No  more  gambling  after  that.  You 
went  to  bingo,  or  you  went  to  bed. 


FINI5:  POST5CRIP 

Ni>/>iu)\/  rcincmhcrj  the  UnJei\tea  Peace  Regatta  tochiy 
heeaii.ie  Pearl  Harbor  literally  ecllp.iee)  if.  Henry  Ford  and 
Wench'll  W  'illkie  anc)  Ainiee  Seniple  AlcPher^ion  cjot  hehinc^  it, 
the  iiK'a  that  hiij  hii,'i/n\i,i  anc)  big  money  in  the  I'.S.  eould^ 
talk  ,<en,ie  into  Tojo  anJ  hui  ijane)  where  ihploinaey  had\ 
faileiK  Which  i\i  why  virtually  every  one  of  the  worl()[i  private 
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AHATOMY  OF  LUXURY 


Imidc  The  Versailles  II 


Vorking  and  crew  quarters  were  all  up  in  the  super- 
tructure.  Down  on  Deck  1  were  (fore-to-aft)  the  bil- 
iards  room,  dining  salon,  smoking  room,  nightclub, 
rt  gallery  and  wine  cellar.  Below  that  on  Deck  2 
vere  a  miniature  golf  course,  swimming  pool,  and 


music  room.  All  this  posh  left  no  space  for  a  galley, 
and  the  constant  search  for  ships  willing  to  take 
aboard  famished  diners  slowed  the  Versailles  ITs 
trans-Atlantic  jaunts  to  a  zigging,  zagging,  inter- 
minable crawl. 


O     AN  EPILOGUE 

al>.i  re iiclezi'oiuec)  al  Pearl  in  early  December  -11  en 
oute  to  Tokyo  anJ  a  la,<t -minute  effort  lo  at'ou)  war. 
iow  noble,  how  naive.  They  were  all  anchoret)  in  behinJ 
he  Arizona  ane)  the  Nevada  on  the  mornincj  of  the  7th 
nd  only  the  Nonesuch  e^icapei)  the  carnage  to  wage  a 
lerce  underwater  battle  with  incoming  .Iapaiu\ie  miJget 


jubj.  The  Nonesuch  waj  big  am)  heavy  an()  it  jcorei) 
kilb  b  y  ramming  the  fragile  little  tin  minnou\i  at 
flank  ,ipee()  before  the  bow  finally  careii  in  from  the  bat- 
tering. All  that  remain,'  tochiy  of  the  Nonesuch — anJ 
the  whole  ,iiib  luxe  era — w  a  riuiting  hulk  in  the  chan- 
nel. There  um  '/  even  a  plague.  33 
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Our  roving  gourmet  feasts  grandly  on  the  Continent — only  to 
arrive  at  a  most  ominous  conclusion. 


By    David  Fromkin 

I  I.  LUSTRATIONS     B\-      Rl'TH  MaRTEN 


Dusseldorf 


aas+nch+ 


HATEAU  LaFITE  '53  AT  $8  THE  BOTTLE. 

Dom  Perignon  '52  at  $9.  A  prime  cut  of 
steak  flamed  in  a  sauce  of  brandy,  spices 
and  peppercorns  for  $2.40;  or,  for  much 
less,  a  whole  chicken  dressed  with  herbs  and  spit- 
roasted  over  a  log  fire.  An  after-dinner  snifter  of  the 
marvelous  1904  Grand  Fine  Champagne  Cognac  for 
$1.25.  This,  and  more,  at  one  of  the  most  famous, 
beautiful  and  expensive  restaurants  in  France. 

I  have  the  menu  before  me.  My  parents  brought 
it  back  as  a  souvenir  of  their  1960  trip  to  Europe.  In 
those  days,  before  Charles  de  Gaulle  changed  a 
peasant  economy  into  an  industrial  one,  when  a 
French  mechanic  couldn't  repair  an  automobile  but 
a  French  cook  couldn't  serve  a  bad  meal,  even  the 
priciest  restaurants  were,  by  American  standards, 
not  very  expensive. 


It's  no  news  that  it  isn't  true  anymore:  Paris  prices  are 
way  above  ours,  and  so  are  prices  in  other  Kuropean 
cities  where  Americans  do  business,  among  them  the 
capitals  of  the  emerf^inji;  Sinj;le  Ivurope.  ("(Capitals,"  in 
the  pbiral,  because  the  iMiropean  (^omiTiunity,  at  least 
for  now,  lias  three  of  them.  I'he  member  countries  can't 
af^ree  on  where  their  embryonic  central  {government 
should  be  located,  so  it  shuttles  re{;;ularly  between 
Strasbourj^  in  eastern  l*  rance — where  the  i'arliament, 
bringinf^  its  secretariat  along  with  it,  moves  for  a  week 
each  month — and  headc|  uarters  buildings  in 
Luxembourg  and  Brussels.) 

Which  means  that,  even  though  its  currency  still 
doesn't,  Kurope's  government-to-be  circulates.  And 
for  those  who  follow  along  from  one  capital  to  anoth- 
er, the  moveable  government  provides  a  perfect 
excuse — especially  in  autumn,  the 
season  of  wild  game  and  fresh  truf- 
fles— for  enjoying  a  moveable  feast 
in  some  of  the  world's  outstanding 
luxury  restaurants. 


.  yMrwr/<///  ay/r/ .l^/r^jr/r/y.  Strasbourg. 
Years  ago,  Strasbourg  had  no  great 
restauranis.  Now,  as  a  European  capi- 
tal, it  has  two.  And  therein  lies  a  tale  of 
a  rivalry  promoted  by  food  critics.  For 
the  venerable  Michel  in  guide,  the 
Bible  of  gastronomy,  awards  three 
stars — its  highest  rating — to  the 
(jtocodile,  and  only  two  to 
Bucrchiesel,  while  the  trend-setting 
(imdc  (iault-Millau  grants  four  tcxpies 
{its  highest  rating)  to  Buerehiesel  and 
only  three  to  the  (Crocodile.  Why,  asks 
the  (iaidt-Millau,  stirring  things  up, 
can't  limile  Jung  (owner-chef  of  Crocodile)  meet  "the 
challenge  of  creativity"  thrown  down  by  Antoine 
Westermann  (owner-chef  of  Buerehiesel).'' 

Buerehiesel  (open  Monday,  closed  Tuesday),  a  long 
taxi  ride  away  from  the  city  center,  is  on  the  far  outskirts 
of  town,  near  the  Palace  of  Europe,  where  the 
Community's  Parliament  meets  during  its  monthly 
week.  But  Europe  isn't  here  this  evening,  so  1  find 
myself  in  the  still  and  dark  of  the  night  when  my  driver 
leaves  me  off  in  a  (lark  known  as  the  Orangerie. 
Buerehiesel,  erected  as  a  pavilion  for  an  exposition  that 
was  held  in  this  park  almost  a  century  ago,  looms  vague- 
ly ahead. 

Inside,  the  rcstauraiu  tia/,/,lcs.  It's  a  greenhouse  filled 
with  shrubbery,  surrouiuicti  b\  park  and  built  of  glass 
that  catches  the  light  at  startling  angles.  It's  a  glamorous, 
exciting  setting  for  a  luxurious  cuisine:  rich  foie  gras  des 
Landes;  little  birds  fmished  tableside  in  flaming  sauces; 
spun  fantasies  of  sugar  and  cream. 

The  wine  list  is,  of  course,  extensive,  but  Alsace, 
since  it's  famous  for  wines  of  its  o\\  n,  is  no  place  to  sam- 


pie  bottles  of  Bordeaux  or  Burgundy.  Instead  you  can 
impress  the  wine  steward  by  ordering  the  inexpensive 
local  growths  of  which  the  region  is  so  proud — dry  white 
'lOkay  Pinot  (iris,  or  fruity  red  Alsatian  Pinot  Noir.  The 
restaurant's  large  collection  of  half-bottles  makes  it  feasi- 
ble, e\en  if  you're  by  yourself,  to  enjoy  at  least  one 
white  wine  and  one  red. 

(uistomers  dress  casually.  One  man  wears  a  tennis 
sweater,  another,  a  cardigan.  Nobody  wears  jackets  or 
ties — except  the  waiters,  who  dress  formally  in  black 
evening  clothes.  Swift,  silent  but  disapproving,  unsmil- 
ing, they  could  well  have  just  arrived  via  time  machine 
from  the  vanished  Europe  of  diplomats  and  Cirand 
Dukes.  Conspicuously  superior  to  the  clientele,  they 
play  Jeeves  to  our  Bertie  Wooster. 

With  foie  gras,  I'm  served  a  piece  of  toast  that  I  break 
in  two.  Because  it's  thick,  it  takes  me 
time  to  finish  it;  which  means  that  the 
second  half  probably  has  gone  cold.  I 
start  to  take  a  forkful  of  foie  gras.  As 
anybody  does  when  eating,  I  bend  for- 
ward— and  my  nose  collides  with  a 
pile  of  hot  toast.  It's  on  a  plate.  The 
plate  is  held  by  a  hand.  The  hand  is 
attached  to  an  arm  that  suddenly 
thrusts  itself  out  in  front  of  me.  I 
didn't  see  it  coming  because  it  belongs 
to  a  waiter  who  has  snuck  up  from 
behind — noiselessly,  of  course. 

This,  I  decide,  is  a  restaurant  to 
which  to  bring  a  business  guest  whom 
you  want  to  impress — or,  better  yet,  to 
intimidate.  But  I  think  it  also  could 
pr()\  ide  a  romantic  setting  if  you  came 
v\  ith  the  right  sort  of  companion: 
someone  with  whom  to  giggle  at  the 


waiters,  or  with  whom  to  keep  straight  faces  when  fin- 
gers and  toes  play  intimate  games  under  the  table. 

Le  Crocodile  (closed  Monday,  open  Tuesday)  is  in  its 
atmosphere  and  style  of  cooking,  too,  a  mirror  opposite; 
no  wonder  the  old-fashioned  Michelin  prefers  one  and 
the  newfangled  Gault-Millau  prefers  the  other.  Housed 
in  the  Old  City,  with  yellow  walls  and  oil  paintings 
bathed  in  a  warm  light,  Le  Crocodile  is  a  restaurant  into 
which  you're  welcomed  with  smiles. 

In  a  far  corner,  cheerful,  shouting  Italians  devour 
their  food  with  a  gusto  that  fills  me  with  admiration. 
The  slurping  and  chomping  at  the  next  table  coiae  from 
an  elderly  l'"rench  couple.  They  discuss  other  enormous 
meals  they've  had  while  still  eating  this  one.  They 
know  \alues  to  the  penny,  and  compare  prices  in 
hushed  tones. 

As  at  Buerehiesel,  the  room  starts  to  fill  up  soon  after 
dark:  in  Strasbourg  one  takes  meals  an  hour  earlier  than 
in  Paris,  so  lunch  begins  at  12  and  dinner  at  7.  I'nlike 
Buerehiesel,  the  C'rocodile  serves  solid,  traditional 
foods — a  split  pea  soup,  a  stuffed  pig's  foot — and,  like 
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many  older  restaurants  in  France,  still  offers  most  house 
specialities  on  its  menu  only  to  two  people  or  more. 

Which  is  the  better  restaurant?  In  a  sense,  the 
Michelin  and  the  Gault-Millau  are  both  right,  because 
2ach  does  something  best:  Le  Crocodile  relaxes; 
Buerehiesel  excites.  So  it's  a  question  of  what  you  want. 

^^^a^Me<:X(/a^.  Luxembourg,  a  fortress  in  olden  days, 
:left  by  steep  ravines  that  might  once  have  been 
moats,  is  the  picturesque  capital  city  of  the  tiny  Grand 
Duchy  of  the  same  name.  Like  Strasbourg,  it  used  to 
have  no  great  restaurants,  but  now  that  Europe  has 
arrived,  has  two. 

Saint  Michel,  where  I  dine  Wednesday  night,  is 
tucked  away,  a  couple  of  flights  up,  in  what  once  was  a 
16th-century  townhouse  in  the  tiny  Old  City.  On  a 
level  of  quality  only  a  shade  below 
[hat  of  Buerehiesel,  it  serves  a  luxury 
:uisine.  Thus  the  carpaccio  (a  paper- 
chin  sliver  of  raw,  marinated  beef)  is 
infused  with  truffle  oil  and — that 
which  makes  it  particularly  special — 
seasoned  with  shavings  of  rare  fresh 
white  Italian  truffles. 

The  setting  is  of  undeniable,  if 
slightly  contrived,  charm.  The 
Renaissance  was  expiring  and  the 
Reformation  being  born  when  the 
ariginal  building  was  erected,  and  din- 
ing here — now  that  it's  been 
restored — feels  a  bit  like  playing  a  role 
in  a  costume  drama.  I  look  at  the  cus- 
tomers and  see  faces  flushed  with 
sxcitement:  it's  a  restaurant  where 
people  have  a  good  time.  It  draws  a 
noticeably  young  crowd,  not  yet  jaded, 
delighted  by  a  chance  to  dress  up  and  go  out.  Many 
seem  to  be  tourists.  But  there  are  locals,  too,  proud  to  see 
and  be  seen  in  the  right  place. 

The  tables  are  relatively  close  together,  though  not 
uncomfortably  so;  and  the  atmosphere  is  intimate.  You 
would  bring  friends  or  a  small  family  group  to  Saint 
Michel,  or  an  old  or  current  love  interest.  For  business 
entertainment,  you  would  go  elsewhere:  to  the  skating 
rink  outside  town.  The  skating  rink  is  on  the  southwest- 
ern fringes  of  the  city,  while  my  hotel  is  on  the  north- 
eastern; so  the  taxi  drive  to  Le  Patin  d'Or,  Luxembourg 
City's  other  two-star  restaurant,  is  even  longer  for  me 
than  for  many  of  the  local  bankers  and  industrialists  who 
dine  there. 

Here  is  a  restaurant  of  a  different  sort:  well-lit, 
wonderfully  spacious,  with  large  round  tables,  set  at 
great  distances  from  one  another.  The  parties  are  of 
six  to  twelve  people.  Everybody  looks  supremely 
comfortable.  At  a  glance  you  can  see  that  it's  a  restau- 
rant that  appeals  to  people  of  substantial  wealth.  A 
second  glance  shows  that  the  hosts  at  each  table  are 


not  just  eating  and  drinking:  they're  doing  business. 

At  the  table  of  a  dozen  businessmen  across  the  way 
from  me,  the  Luxembourgois  host  and  his  aides  are 
entertaining  customers  from  Asia.  Somebody  from  India 
seems  to  be  the  chief  focus  of  interest.  The  conversation 
is  social,  but  fails  to  disguise  the  underlying  sales  pitch. 

The  menu  is  short,  but  brilliantly  conceived  to  offer 
something  for  every  taste,  so  that  guests  from  any  part  of 
the  world,  no  matter  how  foreign,  should  find  something 
that  appeals.  The  chef  has  a  light  touch:  even  a  saucisson 
chaud  de  Lyon  (a  hot  sausage  with  potatoes  in  vinegar) 
and  a  cut  of  beef  emerge  from  the  kitchen  as  delicacies 
and  works  of  art. 

There  are  gems  to  be  found  in  the  wonderful  wine 
list,  but  a  quick  look  at  it  reminds  me  why  I've  been  try- 
ing to  stick  to  the  Luxembourg  Moselle  whites, 
Beaujolais  reds,  and  similar  modest 
selections.  Here  are  two  great  wines 
that  should  be  bargains  for  what  they 
are:  a  Clos  des  Lambrays  1937,  from  a 
Burgundy  vineyard  nowhere  near  as 
fully  appreciated  as  its  peers,  and  a 
Chateau  Petrus  1948,  an  unfashion- 
able year  eclipsed  by  the  famous  1947. 
These  are  bottles  that  should  be 
underpriced,  but  are  listed  at  roughly 
$800  each. 

"Tell  the  young  how  poor  we  were 
until  20  years  ago,"  the  host  at  the 
next  table,  the  CEO  of  a  major 
Luxembourg  company,  asks  his 
guests  from  Asia  and  Europe.  His 
point  is  that  he  wasn't  always  able  to 
afford  meals  like  this;  he  had  to  work 
for  everything  that  he  now  enjoys.  He 
says  it  was  virtue  and  character  that 
brought  the  wealth  that  now  allows  him  to  live  this  well. 

I  feel  so  good,  sipping  a  digestif  ihcr  my  Patin  d'Or 
dinner,  that  I'm  almost  persuaded.  It  sounds  so  plausi- 
ble. Why  have  we  in  this  room  just  been  privileged  to 
have  one  of  the  best  meals  in  the  world.''  It  must  be 
because  we  deserve  it,  due  to  our  general  excellence  and 
merit.  Sure. 

.//'/V/r/y.  Brussels.  (As  hotel  rooms  in  Belgium  are 
expensive,  it's  important  to  note  that — if  you  ask  for  it — 
most  hotels  will  give  you  a  50%  discount  on  weekend 
nights.  Of  course  offices  are  open  only  during  the  week, 
but  by  doing  your  business  Friday  and  Monday,  you  still 
can  take  full  advantage  of  the  weekend  rate.) 

Lunch.  I've  invited  a  senior  official  of  the  European 
Community,  and  he  comes  by  in  a  car  to  call  for  me. 
Europe's  Brussels  bureaucrats  have  a  reputation  as 
ascetic,  workaholic  technocrats.  Of  course  Jacques 
wasn't  like  that  as  a  teenager — which  is  when  I  last  saw 
him.  But  the  atmospheric  noises  I  heard  over  the  tele- 
phone when  I  called  him  were  all  too  much  those  of  a 
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hard-jogging  state-of-the-art  modern  executive:  "I 
don't  have  my  book. ..I'll  have  to  ask  my 
secretary... Damn!  Wh\  didn't  you  phone  a  few  weeks 
in  advance. ..Maybe  I  can  cancel  the  12:15  and  postpone 
the  1:45... I  tell  you  what,  I  can  just  squeeze  you  in,  let's 
do  lunch  on  the  run." 

We  go  to  L'Armagnac,  the  restaurant  he's  chosen:  a 
solid  eatery,  plain,  no  decor,  where  cooking  aromas  from 
the  kitchen  cause  instant  hunger  pangs,  and  serious  men 
in  shirtsleeves  eat  their  grilled  Dover  sole  or  their  sliced 
pheasant  in  cream  sauce  intently,  too  busy  shoveling  in 
food  to  talk. 

"We're  pressed  for  time,"  Jacques  tells  the  patron. 
Frowning  with  deep  concern,  Jacques  adds:  "Today  I 
have  only  about  two-and-a-half  hours  for  lunch." 

3^'/r/t:/y.  Brussels.  Dinner.  In  Strasbourg 
and  Luxembourg  City,  first-rate  food  is 
available  only  at  the  few  luxury  restau 
rants,  but  here  in  Brussels  it's  available 
at  every  level.  There's  only  time  left 
for  me  to  try  the  four  top  restau- 
rants— the  three  three-star  restau- 
rants, Comme  Chez  Soi,  Bruneau  and 
Romeyer,  and  the  two-star  seafood 
restaurant  L'Ecailler  du  Palais 
Royal — but  there  are  dozens  of  oth- 
ers that  also  serve  delicious  food. 

Three  friends,  old 
Brussels  hands,  have 
come  up  from  Paris  to  ^ffer^r^ 
join  me,  having  reserved 
our  tables  at  the  top 
restaurants  weeks  in 
advance — as  you  must. 
Our  first  dinner  is  at 
Comme  Chez  Soi,  which, 
despite  its  bright  art  nouveau  decor,  and  its  current  repu- 
tation as  the  world's  greatest  restaurant,  is  not  chi-chi, 
and  remains  located  in  the  unfashionable  part  of  town 
where  it  began  decades  ago.  Regular  customers  fill  at 
least  half  the  places  each  night;  meals  here  are  gather- 
ings of  friends.  So  much  so  that,  if  you  like,  you  can  eat 
in  the  kitchen. 

The  kitchen,  gleaming  with  stainless  steel,  and 
sporting  ultra-modern  culinary  technology,  looks  like  a 
Space  Age  physics  lab.  It's  enormous.  A  friend  tells  me 
that  Pierre  Wynants,  the  chef,  expanded  it,  and  not  the 
seating  area,  when  he  acquired  additional  footage  from 
next  door. 

Mousse  is  a  Belgian  specialty;  Wynants'  delicate 
mousses  of  ham  and  game  birds  have  an  intensity  of  fla- 
vor not  found  elsewhere  even  in  Belgium.  A  seasonal 
specialty:  tender  scallops  of  neutral  taste  used  as  a  back- 
ground against  which  to  show  off  the  flavor  and  bouquet 
of  slices  of  Italian  white  truffles — to  which  they  cling, 
like  open-faced  sandwiches.  A  specialty  all  year  round  is 


the  famous  sole  au  riesling:  a  dish  in  which  the  fish  isi 
bathed  in  a  lemony  yellow  sauce  of  a  hollandaise  type. 
Game — woodcock  is  a  sound  choice — is  the  thing  tol 
order  in  the  autumn  as  a  main  dish. 

Many  of  the  desserts  are  the  original  creations  of  a 
soaring  imagination;  tell  the  smiling  maitresse  d'hotel  to 
choose  a  selection  for  you  and  your  friends  to  share. 

The  wine  cellar:  there's  no  limit  to  its  riches,  only 
to  yours. 

. //'/////y/z'/y.  Brussels.  Lunch.  At  noon  on  a  grev  day, 
walking  through  light  fog  in  a  soft  drizzle,  we  head  for! 
the  greatest  of  seafood  restaurants,  the  two-stari 
L'Ecailler  du  Palais  Royal.  It's  in  an  old  house  of  almost! 

Dickensian  charm,  over-1 
looking  a  17th-century' 
church.  We  lunch  up-' 
stairs  in  one  of  the: 
small  club-like  rooms. 
Being  midway 
between  two  three-star 
dinners  imposes  its  owni 
requirements  on  a  lun- 
cheon menu.  I  propose 
oysters  to  start,  half 
j  u  s  t  -  o  u  t  -  o  f  - 1  h  e  -  w  a  t  e  r 
Zeelands,  half  imported! 
(^olchesters.  Then  a  simply 
grilled  turbot,  maybe  the 
most  perfectly  cooked  fish 
you'll  ever  have.  Finally,  a  dessert: 
of  fresh  fruit. 

Of  course  there  are  other  temptationsi 
and,  heedless  of  tonight's  dinner,  my 
companions  yield  to  them.  Crackling: 
hot  croquettes  of  fresh  shrimp  quick- 
fried  in  batter.  Tender  baby  soles  meu- 
nieres.  A  ravioli  of  lobster.  Sole  and  St.  Pierre  prepared 
in  the  ultra-rich  Flemish  style  as  a  waterzooi:  cooked,, 
that  is,  in  cream,  wine,  egg  yolk,  creme  fraiche,  leeks, 
carrots,  celery... and  who  knows  what  else.  Though  I  can 
hardly  believe  it,  one  of  my  friends  orders  the  Belgian 
specialty  of  pancakes  in  an  unflamed  sweet  fruit  sauce 
for  dessert:  crepes  without  suzette. 

Wines:  a  quite  easy  choice.  You  should  have  the 
house  Champagne  in  carafe,  for  which  the  restaurant  is 
famous:  a  specially  selected  cuvee  of  Billecart  Salmon. 
For  a  white  wine  with  your  fish,  order  the  inexpensive 
local  Pinot  Charmeur. 


r^z/^/z/r/r/y.  Brussels.  Dinner.  It's  a  longish  taxi  dri\  e  to 
Bruneau,  in  the  north  of  the  city.  In  the  course  of  the 
dri\e  we  cross  the  invisible  frontier  between  Flemings 
and  Walloons.  The  Flemings,  my  dictionary  tells  me,  are 
Teutons  related  to  Dutch,  while  the  Walloons  are  Celts 
descended  from  the  original  Belgae.  I  feel  the  difference 
as  we  enter  Bruneau.  French  (the  language  of  the 
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Walloons)  isn't  spoken  gladly  here.  Foreigners  like  our- 
selves are  unlikely  to  speak  Flemish,  a  Low  German 
dialect  of  northern  Belgium;  so  the  staff  prefers  us  to 
speak  English. 

Bruneau  is  decorated  in  a  style  startlingly  modern: 
it's  all  marble  encrusted  with  jade,  and  brightly  lit.  The 
cuisine  is  startlingly  modern  too,  featuring  unusual 
combinations.  Be  warned:  there's  no  way  out — you'll 
search  the  menu  in  vain  for  a  consomme,  a  green  salad, 
or  a  plain  grilled  filet  of  sole.  But  being  adventurous 
has  its  rewards:  what's  offered  are  dishes  of  originality 
that  can  delight  as  well  as  surprise.  Ravioli  of  celery,  in 
whose  pockets  are  finely  sliced  truffles,  in  a  delicate 
egg  sauce  proved  to  be  one  such;  as  did  raw  lobster 
ringed  with  caviar. 

So  of  the  leading  restaurants  of  Brussels,  Bruneau  is 
the  one  that,  if  not  the  best,  is  at  least  the  most  different. 

S^o^k/o^.  Brussels.  Farewell  lunch.  Romeyer  is  a  coun- 
try inn  in  the  outer  suburbs.  It  feels  far  from  any  city.  We 
enter  a  spacious,  handsome,  comfortable  mansion-house 
that  opens  to  the  outdoors  through  a  wall  of  windows 
high  to  the  ceiling.  We  see  expanses  of  lawn;  forests  still 
flaming  with  the  color  of  autumn  leaves;  water  ponds, 
swans  and  fountains. 

We  settle  in  easy  chairs  in  the  study, 
where  a  well-stocked  bar  awaits. 
Soothing    aperitifs  are 
served  to  some,  and  such 
pick  me-ups  as  Bloody 
Marys  to  others. 
Menus  are  studied,  and 
we  order  at  our  leisure. 
This  is  the  way  Sunday 
always  ought  to  be. 

Later  we  wander  in 
to  our  table  by  the  win- 
dow. All  is  polished, 
from  the  service  to  the 
silverware,  the  gleaming 
brass  wine  buckets,  and 
the  crystal.  The  Limoges 
porcelain  is  new  this  year. 
All  has  been  thought  of: 
on  the  table  are  two 
mounds  of  butter — one 
salted,  one  not. 

The  other  customers 
are  locals.  They  wear 


autumn  tweeds.  There  are  families  on  familiar  terms 
with  the  staff.  Even  the  lady  lunching  by  herself  seems 
at  home. 

The  cuisine  is  traditional  high  cuisine.  A  game  pate 
with  pine  nuts;  mousse  of  green-neck  duck;  oysters  in  a 
light  Champagne  sauce;  omble  chevalier,  a  trout-like  fish 
found  only  in  the  depths  of  certain  Alpine  lakes,  a  la 
meuniere.  Caviar  Cossack  style  makes  a  particularly 


striking  picture:  an  empty  baked  potato  skin  stuffed  witi 
golden  buttery  mashed  potatoes  on  which  is  mountei 
huge  mounds  of  fresh  caviar,  garnished  with  basil  leaves 
the  whole  concoction  sitting  like  an  island  surrounded  b 
a  shallow  lake  of  cream  sauce.  It's  best  accompanied  by 
Russian  vodka  served  in  a  balloon  of  ice. 

Main  dish  specialties  tend  to  be  served  for  two 
pheasant  Souvarov,  stuffed  with  foie  gras  and  truffle 
and  a  Madeira  sauce,  for  example,  or  truffled  saddl 
of  lamb. 

Souffles  for  dessert  come  overflowing  with  (iranc 
Marnier.  Order  coffee,  and  you're  asked  to  choos( 
among  five  blends;  two  from  Costa  Rica,  one  each  fron 
Brazil,  Haiti  and  Sumatra. 

The  menu — an  original  conceit  that  we  find  charm 
ing — has  a  column  in  which  prices  are  printed  in  the  ecu 
the  European  Community's  unit  of  account.  Of  course 
the  ecu  is  an  abstraction.  It's  not  something  you  could 
hold  in  your  hand  or  fold  in  your  wallet  or  insert  into  : 
subway  turnstile.  But  the  bill,  when  I  finally  ask  th 
waiter  to  bring  it,  is  figured  in  a  real  currency,  thi 
Belgian  franc. 

All,  as  I  sip  a  golden  Cognac  and  gaze  on  the  fountain 
and  the  swans,  now  comes  into  focus.  Had  I  done  a  trij 
like  this  in  the  1960s  to  dine  at  wonderful  restaurants, 
would  have  written  about  the  chefs,  the  customer! 
and  the  food.  But  today  that  is  not  the  stor>^ 
Fhe  story  no  longer  is  about  people  or  abou 
restaurants.  The  story  is  about  money. 

"Nowadays  you  need  so  much  mone< 
to  be  rich!"  complains  one  of  my  com 
panions.  And  that  is  the  story.  Ir 
Strasbourg  or  Luxembourg,  a  meal  a 
one  of  the  leading  restaurants  cost; 
about  $200  a  person;  in  Brussels  it's  a 
least  $250.  That's  if  you  drink  inexpen 
sive  local  wines.  Here  at  Romeyer 
that's  not  what  we've  had;  we've 
ordered  nothing  old  or  rare,  but  we  have 
had  normal,  good  wines.  Wines,  not  o 
the  1960s  or  1940s,  but  of  the  1980s.  Noi 
First  Growths,  but  Second  Growths 
Yes,  fine  wines  of  Bordeaux  anc 
Burgundy,  but  normal  fine  wines.  So  a 
Romeyer  it  comes  to  $325  a  person. 

I'm  usually  of  a  Pollyanna  disposiJ 
tion,  inclined  to  think  that  everything 
works  out  for  the  best.  And  I'm  happil\ 
relaxed  in  a  postprandial  glow  from  the 
perfect  Sunday  lunch  in  the  most  beautiful  surroundings 
imaginable.  Yet  here  is  what  I  figure. 

My  simple  notion  of  the  comfortable  circumstances 
that  should  be  enjoyed  by  any  moderately  successfu 
person  of  the  middle  class  and  middle  years  is  that  the 
two  of  you  should  be  able  to  invite  another  couple  tc 
come  out  for  dinner  any  night,  or  every  night,  at  an) 
restaurant  in  town,  and  not  have  to  worrs'  about  whethei 
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acanudo: 


A  golfer's  moment  to  remember  has  a  way  of  etching  Itself  in  the  mind  for  a  lifetime.  '.  ''^  ik'J'- 
^nd  whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt,  or  one  improbable  v»t«w.,„..t. 

ipproach  or  one  unforgettable  drive  that  stands  above  all  the  rest.  m 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar  For  in  an  age  when  speed  y 

;  all  too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two  years  to  1^ 

urn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand.  H 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and  * 

iroma  of  the  ultimate  cigar  ^ 
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you  can  afford  it.  When  I  grew  up  in  the  American 
Middle  West  decades  i\go,  it  was  common  for  people — ■ 
people  who  were  not  particularly  rich — to  enjoy  such  cir- 
cumstances. 

But  here  in  Brussels  in  the  199()s,  it  doesn't  work  out 
that  way.  To  take  four  of  us  to  dinner  every  day — 
drinking  only  inexpensive  local 
wines,  to  bring  down  the  table  to 
$250  a  person— would  be  $1,000  a 
day,  or  $365,000  a  year.  Financial 
planners  say  that  you've  got  to 
keep  food  costs  closer  to  a  fourth 
than  a  third  of  your  income,  so  to 
spend  that  much  you  need  an  annu- 
al income  of  at  least  $1.5  million.  I 
look  in  my  newspaper  and  see  that 
the  current  90-day  CD  rate  is  about 
3%.  To  generate  the  $1.5  million 
income  I  would  need  in  order  to  go 
out  for  dinner  every  day,  I  there 


So  I'm  happy  again.  I  think:  "To  go  out  for  dinner,  I'll 
only  need  $25  million  in  the  bank."iS 

Bills  Of  Fare 

Strasbourg: 
Buerehie^el,  4  Pare  de  I'Orangerie  33-88-61-62-24 
Le  Crocodile,  10  Rue  I'Outre, 
33-88-32-13-02 


,^//r ^f^'/  /-y^A)  rf// /r  r^^n^^ 


1, 11 X e m  ho  ti  rg : 
Sainte  Michel,  32  Rue  Eau,  35-2 
22-32-15 

Le  Patin  d'Or,  40  Rue  de 
Bettembourg,  35-2-22-64-99 


fore  would  need  to  have  $50  million  in  the  bank. 

It's  a  thought  that  spoils  the  mood  of  what  is  meant  to 
be  a  happy  afternoon.  Then  I  remember  the  ecu  listing 
in  the  menu,  and  that  the  ecu  was  invented  because 
national  currencies  fluctuate  in  value.  I  think  about  cur- 
rency fluctuations.  What,  I  ask  myself,  if  the  dollar  were 
to  double  against  the  ecu  basket.''  Why  not.?  Certainly  it 
could  happen  someday. 


Brussels: 
L'Armagnac,  Chaussee  de 
Waterloo  591,  32-2-345-92-79 

Comme   Chez   Soi,  Place 
Rouppe  23,  32-2-512-29-21 
L'Kcailler  du  Palais  Royal,  Rue  Bodenbroek  18, 
32-2-512-87-51 

Bruneau,  Avenue  Broustin  73-75,  32-2-427-69-78 
Romeyer,  Groenendaalsesteenweg  109,  Hoeilaart, 
32-2-657-05-81 


Davh:)  Fromkin  Is  the  author  of  k  Peace  To  End  All  Peace 
(Avon),  a  histo/y  of  the  making  of  the  modern  Mideast. 


The  Best  Kept  Secret  in  INFew  York... 


Serious  Art  Collectors  know  us. 
And  if  you  are  considering  collecting 
art,  you  should  know  about  us  too. 
For  the  past  twenty  years  we  have 
been  a  discreet  and  private  source  for 
collectors,  both  corporate  and  private 
as  well  as  museums,  and  pension 
funds  who  seek  to  buy,  trade  or  sell 
important  works  of  art.  We  appraise 
existing  collections,  make  recommen- 
dations for  their  enhancement  and 
expansion,  and  offer,  as  well,  advice 
on  trading  art  within  current  market  trends. 
Where  there  is  potential  for  growth  and 
investment  opportunity,  we  initiate  new  areas  of 
collecting,  and  for  any  and  all  acquisitions, 
provide  research,  condition  reports,  and 
recommendations  for  framing. 


We  specialize  in  19th,  early  20th 
century  American  art:  Hudson  River 
School,  Boston  School,  The  Ten 
American  Impressionists,  The  Eight  or 
Ashcan  School,  etc.  Latin  American  art, 
late  19th  and  early  20th  century  French 
Impressionists,  Post  Impressionists, 
and  early  20th  century  French  Masters. 

At  present,  we  have  an  active  group 
of  collectors  who  seek  to  buy  and  sell 
works  by  the  following  American 
artists:  Chase,  Glacken,  Hassam, 
Homer,  E.  Hopper,  Weir,  Prendergast,  Paxton, 
Tarbell,  and  others.  French  artists:  Renoir,  Degas, 
Monet,  Sisley,  Pissarro,  Van  Ryssellberghe, 
Picasso,  Matisse  &  others.  Latin  American 
artists:  Botero,  Tamayo,  Bravo,  Rivera,  Orozco, 
Pedro  Coronel,  Velasco,  Carlos  Cancio. 


JOAN  MICHELMAN 

By  Appointment  Only  23  E.  74'^  Street,  N.Y.,  NY  10021  Mon.  -  Fri.:  (212)  535-4524  Telefax:  (212)  517-6672 


sports  at  the  Four  Seasons 
Resort,  Bali  will  not  be 
confined  to  the  bedroom. 
With  our  Tennis  Club,  gym, 
pools  and  watersports,  the 
only  thing  you  will  be  able 
to  rest  is  your  mind. 


FOR  RESERVATIONS  OR  INFORMATION,  SEE  YOUR  TRAVEL  AGENT  OR  CALL  ANY  FOUR  SEASONS  HOTELS 
AND  RESORTS/REGENT  INTERNATIONAL  HOTELS  SALES  OFFICE.  TOLL  FREE:  USA  (H(IO)  332-3442. 
FOUR.  SEASONS  RESORT.  BALI,  JIMBARAN.  DENPASAR  SIJ3(.l,  BALI.  INDONESIA.  TEL  ((,2-361)  712X8  FAX  (f.2-361)  7I2«II  81 


How  to  get  ahead 
in  business. 


Save  important  records. 

Hang  on  to  all  your  files— you  never 
know  what  you're  going  to  need.  It  may 
be  a  hassle  to  store  and  organize  all  this 
stuff,  but  what  are  you  going  to  do? 


Look  professional. 

Clip  art,  photography  and  type  fonts  help 
make  good  ideas  look  great— assuming 
you  can  find  what  you're  looking  for 
under  a  deadline. 


Train  your  employees. 

Seminars  cost  a  bundle  TYavel  costs  ei'en 
more.  (Not  to  mention  the productiinty 
lost  at  the  office.)  But  it  11  pay  off  in  the 
long  run  —if your  employees  remember 
ei'en  half  of  what  the}'  learn. 


Share  key  information. 

Either  stock  up  on  floppies  or  fire  uplhecq 
because  you'll  want  to  make  sure  ei'ery  bn 
office  has  the  557'page  training  manual,  A 
221-page  employee  manual,  product  calak 
for  the  last  three  years  and  so  on  (and  on). 


Tliink  visually. 

Nothing  motivates,  teaches  or  sells  like  a 
great  presentation  with  indeo.  graphics, 
music  and  narration.  In  fact,  if  multimedia 
presentations  were  easier  to  pull  together 
more  companies  might  use  them. 


Know  more. 

The  more  answers  you  have,  th& 
better  your  chances  of  success.  1 
could  mean  haiing  telephoned 
tories  for  the  entire  United  Stata 
hand,  or  finding  every  article  a 
your  competition  published  in  b 
last  ten  years 


^^^^^]2SIEEn^B  Soon,  every  business 
computer  will  have  a  CD-ROM  drive.  But  chances  are,  you  don't 
have  to  buy  a  new  computer  to  get  one.  If  you  own  a  Macintosh; 


The  AppleCD  300  drive. 


or  a  PC  running  Windows,  you  can  probably  just  add  on  a  CD-R 
drive.  And  Apple  makes  the  latest  double-speed  CD-ROM  technc 
affordable.  In  fact,  Macworld  named  the  AppleCD  "  300  its  Edi 


Condensed. 


Do  it  all  with  Apple  CD-ROM. 

Tbgelher,  CDs  and  computers  can  do 
amazing  things.  A  single  CD  holds  as  much 
information  as  500 floppy  disks,  gtinng 
you  access  to  huge  libraries  of  dip  art,  type 
fonts,  video  clips  and  more.  Reference 
sources  that  simply  weren  't  practical  before 
are  available  for  medicme,  kiw  and  other 
professions.  Bwnesses  am  have  their  oum 
discs  inexpensively  pressed,  too.  CDs  allow 
you  to  store  and  dKtribute  company  records, 
catalogs,  trammg  programs,  sales  tools  and 
other  material  in  a  fraction  of  the  space 
paper  takes.  In  fact,  you  can  do  everything 
you  see  on  the  left  more  effectively  with  CDs 
and  an  Apple  CD-ROM  drive. 


loice  for  Overall  Value.  There's  also  a  whole  line  of  Macintosh 
)mputers  with  the  AppleCD  300i  already  built  in.  So  don't 
liss  out  on  the  future  of  computing.  Call  800-732-5151, 


)sh  --c 


ext.  200,  to  find  out  more.  And  see  what  kind  of 


power  a  CD-ROM  drive  can  give 
you.  The  power  to  be  your  best" 


Apple 


993  Al>ple  Comlmkr.  Im  ,MI  nukk  rcterivd  Ajipk.  Ik  Ajipk  km  Mamtosh  and  "The  power  to  he  your  hesi  are  renalereJ  Irailemarks  uj  ilii/ile  Cum/mler  hh  .ippleill »  « Iratlmark  oj  Apple  Compuler  hic  This  aJ  was  creuled  usmg  tlaa/ilosh  personal  compulm 


BY  NOW,  you've  probably  R^AD  OR  HEARD 
something  about  CD-ROM,  the  miraculous  tech- 
nology that  permits  a  single  compact  disc  to  hold 
truly  staggering  amounts  of  information.  The 
entire  Oxford  English  Dictionary — once  a  weight-lifting 
lexicographer's  dream  at  20  hefty  volumes  (and  150 
pounds) — is  now  available  on  one  Read  Only  Memory, 
'/2-ounce  disc  that  won't  slip  any  of  yours  when  you  try 
to  pick  it  up.  No  question  about  it — it's  astounding. 

But  unless  portable  databases  really  turn  you  on,  you 
might  well  ask — what's  in  CD-ROM  for  me.''  After  all,  if 
you're  in  the  middle  of  dinner  and  want  to  look  up  a 
word,  you're  not  likely  to  boot  up  your  computer,  load 
the  OED  and  hit  SEARCH  "retromingent." 

In  fact,  what  CD-ROM  discs — these  won- 
drous wafers  that  can  contain  72  minutes 
of  video,  or  300,000  printed  pages  of 
text,  or  1,000  different  photographic 
images  or  a  combination  of  all  three 
media — can  mainly  mean  to  you  is 
fun  and  games. 

"We're  not  reinventing  the 
computer  with  CD-ROM,"  says 
Greg    Smith,     president  of 
RoundBook  Publishing  Group,  a 
publisher  of  CD-ROM  discs.  "It's 
more  like  going  out  to  buy  the  home 
entertainment  system  for  computers." 

The  first  thing  to  know  about  CD-ROM 
technology,  which  uses  a  laser  to  read  digitially 
encoded  information  on  its  discs,  is  that  it  is  a  "multime- 
dia format."  This  means  that  it  reproduces  audio  and 
video  signals  and  on-screen  text  simultaneously.  That's 
particularly  useful  for  you  amateur  pornographers,  who 
may  want  to  while  away  the  hours  with  Penthouse 
Magazine's  "Virtual  Photo  Shoot." 

A  steamy  session  can  go  something  like  this.  Click  the 
mouse  on  the  35-mm  camera  icon,  and  you  are  the  photog- 


Course  description: 

an  overview  of 
the  fundamentals  of 
CD-ROM  technology,  with 
a  special  emphasis  on 
personal  recreation 

By  Allison  Moir 


The  camera's  motor  drive  whirrs,  and  the  images 
you've  "photographed"  are  saved  on  the  CD.  Later  you 
can  call  up  the  images  singly  or  see  a  filmstrip  of  each 
you've  taken,  then  edit  out  the  undesirables.  If  you're  so 
inclined,  print  the  image  out  on  a  color  printer — your 
own  custom-made  centerfold. 

And  when  the  shoot  is  over.  Bob  Guccione  critiques 
your  work.  "You've  got  some  talent,"  he  might  say.  Or, 
"It's  a  good  thing  I'm  not  paying  you  by  the  hour." 

Will  it  sell.'*  Penthouse  thinks  so.  They  estimate 
that  their  50,000  readers  who  own  CD-ROM  drives 
will  plunk  down  $129.99  for  a  disc.  By  Christmas 
1993,  Penthouse  will  have  three  Virtual  Photo  Shoot 
discs  on  the  market. 

If  your  tastes  are  a  bit  more  buttoned-up, 
Victorian  detective  Sherlock  Holmes  has 
been  given  new  life  on  CD-ROM. 
ICOM  Simulations,  a  small  Wheeling, 
111.,  CD-ROM  publisher  that  was 
recently  snapped  up  by  media  giant 
Viacom,  has  produced  three  versions 
of  "Sherlock  Holmes:  Consulting 
Detective"  murder  mysteries.  The 
Holmes  discs  are  the  third-best-sell- 
ing discs  in  CD-ROM  history — 
250,000  sold,  and  counting. 
Pop  the  disc  into  a  CD-ROM  drive 
and  you  will  see  Holmes  sitting  in  a  plush 
upholstered  wing  chair,  puffing  on  his  pipe 
in  full  motion  video.  A  fire  crackles  in  the 
library's  fireplace.  His  teaspoon  clinks  against  the  rim  of 
his  tea  cup.  Watson,  avuncular  as  ever,  gives  back- 
grounds on  "The  Case  Of  The  Solicitous  Solicitor"  or 
"The  Case  Of  The  Thames  Murders" — new  murder 
mysteries  based  on  and  authorized  by  the  estate  of  Sir 
Arthur  Conan  Doyle — and  the  game  begins. 

"The  Sherlock  Holmes  discs  are  showcases  for  CD- 
ROM  technology,"  a  techie  from  Viacom  told  me.  To 


rapher  while  three  Penthouse  Pets  cavort  and  pose  in  30  dif- 
ferent "situations"  on  your  computer  monitor.  Your  options 
range  from  such  titillating  possibilities  as  "Bite  Lips"  and 
buck-naked  "Push-Ups"  to  the  nether  reaches  of  erotica. 

Over  the  speakers,  electric  guitars  scream,  bass  drums 
pulse.  "Hi,  I'm  Julie  Strain,  and  I'm  gonna  rock  your 
world,"  Penthouse's  1993  Pet  Of  The  Year  growls,  wink- 
ing slowly.  "I  know  what  you  want." 


find  clues,  you  consult  editions  of  The  London  Times, 
question  the  Irregulars  of  Baker  Street,  peek  into 
Sherlock  Holmes's  files,  make  notes  in  an  open  note- 
book. After  three  hours  of  tracking  down  leads,  logical- 
ly minded  players  go  to  trial  to  test  their  hypothesis  by 
answering  questions  from  a  white-wigged  barrister. 

To  play  these  lurid  or  logical  games,  you'll  need  to 
upgrade  your  current  home  computer  system.  A  CD- 
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From  Sherlock  Holmes  to  Penthouse  Pets,  what  CD-ROM 
will  probably  tnean  to  you  is  fun  and  games. 


OM  drive — either  an  internal  or  external  piece  of 
quipment  which  plays  back  discs — can  now  be  had  for 
5out  $300,  down  from  over  $1,000  two  years  ago.  An 
pgrade  kit  which  includes  a  CD-ROM  drive,  speak- 
's,  sound  card  for  the  hard  drive  and  software  general- 
goes  for  about  $500.  And  if  you're  not  disturbed  at 
le  sight  of  the  guts  hanging  out  of  your  hard  drive,  a 
D-ROM  upgrade  is  easy  to  do  yourself. 
There  are  limits  to  this  amazing  technology,  however; 
hen  it  comes  to  any  of  the  major  innovations  happen- 
ig  along  the  so-called  Information  Highway,  "wait  and 
;e"  is  never  the  wrong  attitude.  There's  still  talk  about 
icompatible  formats  and  unreadable  discs,  about  a  tech- 
alogy  split  like  that  between  VHS  and  Beta  in  the  early 
?80s,  (a  painful  reminder,  no  doubt,  for  viewers  who 
St  on  the  wrong  horse.)  But,  aware  of  this,  the  multime- 


dia industry  seems  to  be  sorting  it  out,  offering  most 
discs  now  in  both  Macintosh  and  DOS/Windows  for- 
mats. What's  more,  many  publishers  are  adopting  multi- 
ple operating  system  technology,  which  records 
information  on  the  disc  in  different  formats. 

Also,  a  lot  of  the  video  aspect  of  CD-ROM  still  seems 
quite  primitive.  To  eyes  that  are  accustomed  to  televi- 
sion's 30  frames  per  second,  video  images  on  CD-ROM 
at  15  frames  per  second  look  stilted  and  robotic. 
Although  we  think  of  him  as  a  paragon  of  impeccability, 
Sherlock  Holmes  on  screen  occasionally  looks  rubber- 
lipped  and  a  bit  drunk  as  he  speaks.  (Images  of  high- 
kicking  Rockettes  would  look  arthritic.)  Until  the 
technology  improves,  the  video  is  really  most  effective 
when  it  is  limited  to  little  more  than  talking  heads. 

Animated  discs  don't  share  this  problem,  though. 
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IT  SLEEPS  ALONE 


A  FRUGAL  AND  ANONYMOUS 
SCOT,  LONG  YEARS  AGO, 
observed  that  the  oaken  casks 
which  had  been  used  for  bringing 
sherry,  port,  or  madeira  into  the 
country,  might  be  employed 
thereafter  to  mature  malt  whisky. 

A  PRIME  NOTION  IT  TURNED 
OUT  TO  BE.  The  casks  (particu- 
larly those  that  had  contained 
sherry)  imparted  both  a  lustrous 
golden  colour  and  a  beguiling  hint 
of  redolence  to  the  malt. 

SO  SUCCESSFUL  WAS  THE 
PRACTICE,  in  fact,  that  soon  all 
the  malt  whiskies  (  among  them 
The  Macallan)  were  matured 
in  this  way. 
But  time  passed. 

SHERRY  CASKS  ONCE  TO  BE 
HAD  FOR  A  FEW  PENCE  NOW 
COST  SCORES  OF  POUNDS. 
And  first  one  and  then  another 
faint-heart  settled  for  more 
expedient  alternatives,  with  the 
result  that  today  The  Macallan  is 
the  last  malt  whisky  to  be 
exclusively  so  matured. 
However... 

A  PROFUSION  OF  OPTIMUM 
RATINGS  IN  SUNDRY  'BLIND' 
TASTINGS  of  top  malts  has  con- 
vinced us  of  the  wisdom  of  our 
solitary  course.  Putting  it  another 
way,  you  might  say  our  virtue  is 
your  reward. 

THE  MACALLAN. 
THE  SINGLE  MALT 
SCOTCH. 

Sole  U.S.A.  Dislnhufnr.  licrny  Anicriquc.  Inc.. 
MY.  N\' Scotch  Whisky  86  Proof.' 43'i  Alc.lVol  &  J 993 


since  anthropormorphized  animals 
rendered  in  fanciful  colors  aren't  as 
\'isually  jarrinjj;  as  slurring;  Sherlock. 
CD-ROM  may  very  well  be  at  its 
best  in  games  and  programs  for  chil- 
dren. /I /•///// /  '.s-  Tcddn'r  'I'roii/'/es,  for 
example,  is  a  gem  for  reaching  chil- 
dren how  to  read.  The  computer 
reads  the  story  about  Arthur's 
Spellathon  aloud  to  them  in 
English  or  Spanish.  Or  kids  read  it 
themselves,  then  play  by  double- 
clicking  on  the  15  or  so  "hot  spots" 
on  each  page.  Click  on  the  oven 
door  and  a  tray  of  cookies  slides 
out.  (Jlick  on  a  bed  of  tulips  and 
they  sing  a  little  song. 

What  do  Dracula,  Ludwig  van 
Beethoven,  Dizzy  Gillespie  and 
Millard  Fillmore  have  in  common.'^ 
All  of  them  are  the  stars  of  various 
programs  that  present  and  profile 
their  life's  work  (and  their  various 
colleagues).  What  CD-ROM  really 
does  most  effectively  is  to 
bring  the  world — or  graphic 
simulations  of  it — to  your 
armchair.  With  a  CD-ROM 
disc  you  can:  read  a  descrip- 
tion of  a  space  shuttle 
launch,  then  watch  a  real 
lift-off  on  video;  go  for  par  at 
Sawgrass  or  Pebble  Beach  by 
selecting  the  right  club, 
angle  and  clubhead  speed; 
look  up  a  cjuote  in  the  com- 
plete works  of  Dickens, 
Shakespeare  and  T\vain  on 
one  disc;  and  tuck  your  kids 
in  with  a  sweet  bedtime 
story,  letting  them  manipu- 
late the  plot  by  doid:)le-click- 
ing  the  mouse. 

For  classical  music  buffs. 
The  Voyager  (A)mpany  has 
produced  CD-ROM  discs  of 
major  symphonies.  As  Beet- 
hoven's Ninth  Symphony, 
Schubert's  "Trout"  Quintet 
or  Stravinsky's  "Rite  Of 
Spring"  waft  through  the 
computer's  speakers,  you  can 
read  essays  about  the  com- 
poser's life  and  influences, 
written  by  reknowned  schol- 
ars like  U.C.L.A.  professor  of 
music  Robert  Winter.  Or 


appreciate  the  complexity 
Dvorak's  "New  World"  Symphor 
by  following  the  highlighted  music 
notes  across  the  fidl  orchestral  scoi 
as  the  music  plays.  Or  even  grab 
baton  and  make  like  Leonari 
Bernstein  if  you  want. 

One  disc  still  costs  about  as  much 
a  boxed-set  of  audio  (>Ds  of  the  con 
plete  Beatles  or  Mozart  ($8()-$12(j 
'i  he  most  economical  way  to  start 
(;D-R0M  librarv',  therefore,  is  to  hi 
discs  in  bundles.  The  time  to  do  that 
when  you  buy  yourf'D-ROM  drive 
upgrade  kit.  For  $2()()-$3()()  on  top  t 
the  hardware  cost,  you  should  be  ahi 
to  buy  an  encyclopedia,  a  collection 
classic  literature,  kids  and  adult  gani< 
and  more.  (Bought  separately,  the 
would  rim  you  about  $1,000.) 

How  you  choose  to  expand  yo^ 
CD-ROM  library  from  there — froi 
the  learned  to  the  lascivious — is  up 
vou.  gs 


Games  People  Could  Be  Playing 

.\rt  Treasures  Of  The  Russian  Museums. 
Tours  of  The  Hermitage,  The  Pushkin 
Museum,  The  Kremlin  Museum  plus 
the  collected  works  of  the  Russian 
Realists  and  Russian  Icons.  (Available  in 
October.)  From  RoundBook.  $69.  SOO- 
862-2206  (distributed  by  Compton's 
New  Media). 

Art/iurs  Teacher  Troubles.  From 
Broderbund.  $49.95.  <S()()-521 -626,1 

Beethoveiu  Dvorak,  Mozart,  Schubert, 
Stravinsky  CD  Companions.  From  'Fhe 
Voyager  Company.  $59.9.S-$99.9.S.  800- 
446-2001  or  310-451-1383. 

Sherlock  Holmes:  Consulting  Detective 
Volume  III  $69.95  and  Dracula  Unleashed 
(out  in  October)  $79.95.  Both  from 
ICOM  Simulations.  800-877-4266. 

Penthouse's  Virtual  Photo  Shoot.  $129.99. 
800-466-9435. 

Picture  Atlas  Of  The  World.  From  the 
National  Geographic  Society.  800  maps, 
1,200  photographs,  50  video  clips,  phras- 
es in  105  languages,  travel  and  tourist 
information.  $99.95.  800-368-2728. 


THE  GARMENT  BAG  DESIGNED  BY 
AN  EXASPERATED  TRAVELER. 


Broken  handles.  Ripped  seams.  Too  heavy  to  cany.  Too  flimsy  to  stuff. 
Too  big,  too  small.  Too  darned  expensive. 

Since  we  began  designing  luggage  1 5  years  ago,  we've  heard  every 
complaint,  seen  every  Mure.  Now,  at  last,  we  offer  a  sensible  solution 
to  them  all.  It's  Vitesse,  the  lu^age  with  more  practicality,  comfort 
and  value  than  any  bag  you've  ever  owned.  At  any  price. 

Just  7  lbs.  And  virtually  indestnxtible. 

Most  garment  hi^  make  vou  choose  between  comfort 
and  durability.  Vitesse  gives  you  plenty  of  both. 

Our  420-denier  nylon  weighs  next  to  nothing, 
yet  easily  protects  your  gear  from  airport  travel  assaults. 

Q)nstruaion  is  tough.  Like  a  fail-safe  strap  of  heavy 
nylon  webbing,  attached  with  1 2  metal  screws  and  bolts. 
Like  rolled  seams  stitched  with  nylon  (not  breakable  cot- 
ton) thread,  reinforced  with  piping.  Like  internal  stabiliz- 
ers for  added  structure. 

And,  if  like  me,  you  need  a  bag  that's  manageable  even 
when  you're  rushir^  to  a  plane  or  chasing  down  a  cab, 
Vitesse  is  supprted  by  a  wide,  padded  handle  that  won't 
dig  into  your  palm,  or  a  dip-on,  wide  shoulder  strap  that 
won't  dig  into  your  shoulder. 


12  mttal  bolts  prevent 
handU  failure. 


Trmmdous  capadty, 
without  addei  bulk. 


vju  SI  —A  onsti 

Dull  hangers  hold  more 
than  other  bags. 


All  pockets  face  up  when 
hag  is  hungup. 


4  suits,  1 2  shirts,  4  pairs  of  shoes. 
And  no  unpacking. 

I  need  a  garment  bag  that  forgives  my  messy  nature 
and  lets  me  live  out  of  it,  without  unpacking.  That's 
Vitesse.  Just  hang  it  in  the  closet.  All  the  pockets  are  right- 
side  up.  Nothing  falls  out.  Everything's  handy. 

The  two  oversized  hanging  hooks  hold  more  than  any  other 
bag  I've  seen,  on  either  wire  or  wooden  hangers. 

Four  large  pockets  provide  crease-free  storage  of  folded  shirts  and 
room  for  shoes  for  real  feet — even  size  1 3.  Two  odier  pockets  organize 
underwear,  sweaters,  files  and  more.  You'll  also  find  a  necktie  pocket,a  waterproof 
envelope  for  toiletries  and  a  mesh  pocket  for  dirty  clothes. 

In  ha,  Vitesse  stashes  enough  gear  for  three  weeks.  And  its  45"  x  24"  size  means  it 
still  stores  easily  in  an  airplane  locker. 

Tr/  it  without  risk.  You  must  be  satisfied. 

After  selhng  this  design  for  two  years  —  and  to  more  than  25,000  people,  I'm 
delighted  to  report  it's  the  most  successful  lu^age  in  our  history. 
But  you  really  need  to  try  it  for  yourself. 

Then,  ifVitesse  isn't  everything  you've  always  wanted,  just  return  it.  We'O 
prompdy  refund  your  money  or  credit  your  charge  card  —  no  questions  asked. 

Order  the  matching  carry-on.  Save  $30.00! 

The  matching  carry-on  is  as  tough  and  well-finished  as  the  garment  bag.  It  greatly 


increases  your  apacity  for  longer  trips — and  still  passes  strict  hand  baggage  limits. 

Enhancing  the  roomy  main  chamber  are  2  super-size  pockets  with  velcro  flaps, 
2  large  side  pockets  and  a  fiill-length  hidden  zipper  pocket. 

A  large,  wrap-around  handle  fits  your  hand  comfortably.  A  shoulder  strap  clips 
on  or  off.  Plus  4  rubber  "feet"  protect  the  bottom  from  excess  wear. 

Now  here 's  the  best  part:  you  can  own  both  these  "state  of the  art " 
travel compamons  for  only  $1 69. 5'5.nrhat's  a  $30  savings 
when  you  order  the  set. 

If  you've  shopped  around,  you  know  this  is  a  terrific 
price  -  less  than  most  garment  bags  alone  (models  far 
inferior  to  ours).  And  it  gets  you  two  pieces  of  luggage, 
not  just  one. 

Order  now  and  save  deiivery,  too. 
Total  savings:  $47.00! 

We  really  want  you  to  experience  the  advan- 
tages of  this  unique 
set.  So  here's  an 
extra  incentive. 
Order  the  set 
from  diis  ad  and 
we'll  pick  up  the 
shipping,  too. 
That's  another 
Sl7.00off(atotal 
$47.00  savmgs).  But  it's 

only  available  widi  this 
offer,  m  this  ad. 

And  remember,  if  you 
aren't  completely  happy,  just  send  it  back  for  a 
complete  refrind. 

1  hope  you'll  let  me  show  you  what  we've 
learned  in  1 5  years  of  building  the  ultimate  gar- 
ment bag.  Please  call  and  place  your  order,  today. 


The  roomy  carry-on. 


Richard  Thalheimer 


Vitesse  Black  Luggage: 

□  Garment  Bag  SM540 

□  Carry-on  SM530 

□  Both  Special  SM550. 


$129.95  ($9) 
$  69.95  ($8) 
$169.95  (FREE) 


For  quickest  delivery,  call  toll-free  today. 
When  ordering,  please  mention  code  #82 1 6. 

1-800-344-4444 


Or  mail  this  coupon  with  check  (plus  tax  and  delivery  where  needed)  to: 
650  Davis  Street,  San  Francisco,  CA  94 1 1 1 

Name  

Address  

City  


State . 


Please  add  appropriate  sales  tox  in  these  states:  AR,  AZ,  CA,  CO,  a,  tx:,  FL,  GA,  HI  U,  IN,  lA,  MA, 

MD,  Ml,  MN,  MO,  K),  NV,  NY,  OH,  OK,  PA,  T)(,  TN,  VA,  Vrt 


|:f'|I^  s  >; 

Scents  to  Us 


•  .;  M  n  the  ongoing  carnival  of  life,  we've  noticed  that  quite 
\^_^^  a  number  of  people  have  put  their  names  on  scents. 
We've  also  noticed  that  none  of  the  fragrances  that  we  like  best- 
like  gasoline  or  mown  grass  or  sun-warmed  deck  paint  on  a -wooden 
sailboat — is  currently  for  sale,  as  either  an  after-shave  or  a  cologne. 
We  see  this  as  an  "aroma  gap."    ,  .;  .      '\  .  -  •i  ' ,  '  .,   ■    /     "     •  ■ 

Now  how  to  bridge  it.^  And  with  whom.''  Certainly  not  just  any 
pushy  celebrity  who's  decided  to  muscle  into  the  scent-streaked 
aisles  of  American  department  stores.  (Although  how  long  can  it  be 
before  we  have  Oliver  Stone's  "Verite" — with  its  sour  odor  of  con- 
spiracy theories  and  unshaven  skin — to  contend  with.^)  .  - 
;  No,  we  rather  hoped  that  some  of  the  people  we  admire  mosp 
might  consider  volunteering  for  the  job.  Then  we'd  do  the  rest. 


I   I,  I.  I    S    I    R  A    11  b  N  S      H  V     T  I   M    -O  '  B   R  I   I-:  N 
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But  for  c 
f'liis  hij^), 
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'Scr  It  ciiiicr 


''^\;  \  C7Iie  rJ2'w/  .- A  confident,  powerful,  scent  of  orders  issued  and  orders  understood. ..of  spit 
and  polish  and  "this  man's  army". ..of  war  rooms  and  briefing  rooms,  of  pressed  fatigues  and  stiff, 
. , :     new  combat  boots. ..and  a  hngering  whisper  of  the  acrid  tang  of  operational  ordnance. 


"^^■TE«ri7ojj,  »„c,^,,    V.  -  ^^^^^^ 
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I  The  I- Hi  Mile 

■  was  the  best  in 
Lwhai  the  ''I'e 

■  is  now  )  is  ' 
lone  was  I' 
Ificd  in  poll  - 
Iriiin  at  s" 
lone  else  i 
Lihcn  111'-' 
lin  killiiV-; 
IWarninsi,  sii^ts  • 
land  shots  to 
Iwound  w^re 
Istiictiv  forb  ib 
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|in;4     w  as-  -  to 
Ikill-'l  beNN  ,sh- 
linston    1  -1^' 
lotfiee  ateiu 
Ihad  shot  aiHl 
[not  killcii.  Ill 
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Ijilniinistrai  "I"' 
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•  •     ,  y^r '  //v///.- A  clubby,  patrician  .scent  of  mahogany  w  ainscoting  and  plush, 

ox  erstLiffed  'chairs... of  blue-chip  portfolios  and  crisp  stock  certificates. .. of  expensix  cigars  and  r: 
\;      :     Armagnacs... of  pri\  ate  dining  rooms  and  weighty  public  announcements. 
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^  uiiat  the  rule 
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one  else 
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in  killing  him. 
Warning  shots 
and  shots  to 
wound  were 
strietly  forbid- 
den. All  shoot- 
inj^  was — to 
kill.  The  W  ash- 
in^ton  l-'ield 
Offiec  agent 
had  shot  and 
not  killeil.  in 
I'lrcumstani  cs. 
let  it  go.  But  he 
inuld  roiniiii  ■ul 
a  lapse  and 
ilministratiirs 
b[  lie  do  so. 


Bill  Gates 


V- :  ^-..V'-'r,  '  •   ''""'''^'"^^  ^' '^"isuaseall  its  own. 
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;  :i  c//ie  <JceAf/ : K  warm,  earthy  scent  of  crisply  mown  fairways  and  hand-trimmed 

greens.. .of  manly  leather  golf  bags  and  sweat-stiffened  gloves. ..of  wind-tossed  flagsticks  and  friendly 
caddies. ..of  sleek,  graphite  shafts  and  the  lightly  lathered  bonhomie  of  the  19th  hole. 
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The  Nose  Knows 


Has  the  after-shave  become  a  terrorist 

weapon?  ^  by  the 

^"'^rirr'set  n  W 

that  Saddam  Hussein  was  acting 
suggests  tha  Sadda  ^^^.^g 

as  a  pawn  ^'^^^^^^^^  ^he  subsequent 
the  invasion  of  Kuwaita 

operation  Desert  f  ^^"^^^^J^^'^.^nother? 

HOW  did  °"^^y^^^^';;^^tsdev 
rt^:Sr:S'rersTomMennen, 

ZrvJwaandPacoRaban^^^^^^^^^^^^ 

agents  operating  m  BagHd^^^ 

the  summer  of  19^^'  ,  „ 
I'a'ddam's  super-secret  cadre 

bodyguards.  They  were  then  able 
to  aUer  chemically  the  two 
lUdsof"J.had'-thattheultra^  ,1 
hirsute  Hussein  regularly  splash 

es  on  after  shaving. 

His  a.m.  brand  the 
Libyans  treated  with  a  pow- 
erful anabolic  steroid- 
odorless  behind  the  regular 
scent  of  Bedouin  campfires 
and  camel  dung.  Absorbed 
through  the  skin,  it  heigh - 
ened  all  of  Saddam  s  belli- 
cose instincts.  (Note  that 
^ostSaddam-orderedm— 

— c^rr:r::i:^uopro- 

duce  an  intense  exWlaranon 

Astonishing.  unbeUevable-bunt 

■;:s«:ro^eJe*:sTsScb  as 
■""'  m^n.^  of  prognostication, 
r/;:"  irSaada,nsbiza.eteroc.,y 


!S'wa:=»;ore^n,ae,us,onot 

^trror"oi.,.beaocu- 

Jntfsr-en^aang«e.^wa^p>av.b^^ 

morning.  Like 
her  father,  she  fin- 
ished with  a  heavy  splash 
"    of  the  adulterated  product, 
which  produced  an  immediate  vio- 
lent reaUoLhe  grabbed  his  pistol  a^^^^^ 
w  unded  several  Repubhcari  Guards 
hPfnre  being  subdued  (and  later  exe 

alteration,  and  Saddam 

sv^tched  brands. 

cunning  Khadafy.  An  ama- 
teur parfumier  himself  (Why 
didn't  the  NSC  "O^ice  the 
"pharmaceutical,  J 
his  degree  from  Tr.poh  State 
.  university  before  this?),  he 

■      had  Saddam  do  the  dirty  work  o^^^ 
^     engaging  the  Mnerica^^^^^^^^^^^^ 
gernaut,  thus  taking  the  spothg  ^^^^^^ 

dirty  tricks  ^---^  ^^;;jl,p,,tzed"  is  a 
Saddam  got  zapped^mayb^^^^^  while 

better  ^^^^^^Pd  like  the  proverbial  lamb. 
Muammar  looked  ^^^.^  ^^^w,  and 

Questions:  what  did  Jim  Baker  Kn 
when?  And  is  there  any  signif^^^^^^^^  o 
fact  that  Oliver  North^no  stranger 
Middle  East,  is  known  there  as  OUie 

Stay  tuned. 


Captrf's  "Pundit"- 
William  Safirc  b 


.It's  just  the  right  word 


:^/C'iiccf//:kn  assertive,  well-connected  scent  of  the  corridors  of  power.. .of  pungent 
opinions  and  rhetorical  flourishes. ..of  confidential  sources  and  "the  nose  for  a  story"... and  a 
calculated  trace  of  the  aroma  of  the  body  politic.  (Now  available  in  a  leak-proof  bottle.) 


SPECIAL  ADVERTISING  SUPPLEMENT 


4^ 


Street-smart  executives  who  know  todays 
realities  —  long  hours,  short  vacations,  tight 
expense  accounts  —  have  it  all  figured  out:  Mix 
business  and  pleasure  wherever  you  can. 


hat's  a  marrii^e  made  in  Hawaii's 
heaven.  Just  tack  a  week,  even  a  few 
days,  onto  a  business  visit,  and  you'll  have 
more  than  memories  to  take  home.  You'll 
unwind  —  and  return  to  the  office  a  new 
person,  with  a  classic  Hawaiian  smile  as  a 
keepsake. 

It  should  come  as  no  surprise  that 
Hawaii  is  riding  a  surfboard  toward  faster 
growth.  "We're  the  remotest  spot  in  the 
world  —  some  2,500  miles  from  landfall," 
acknowledges  Gene  Cotter,  the  Hawaii 
Visitors  Bureau's  senior  vice  president.  "But 


we  have  a  hiU  menu  out  here.  Great  resorts. 
Wonderful  food.  Suinning  scenery." 

And  as  Cotter  and  many  other  Hawaiians 
will  tell  you,  the  islands  are  a  perfect  bridge 
between  the  U.S.  mainland  and  the  Far  East, 
in  a  time  zone  where  you  can  do  business 
easily  in  either  direction. 

Some  480,000  executives  and  managers 
from  hundreds  of  different  companies  visit 
the  islands  each  year:  about  half  attending 
conventions,  a  third  on  incentive  trips  and  the 
remainder  booked  into  corporate  meetings. 
That  doesn't  include  the  executives  who  hit 


the  ground  running  off  a  United,  Delta, 
AiTierican  or  Continental  flight,  go  through  a 
round  of  appointments  in  downtown 
Honolulu's  bank  and  corporate  towers,  then 
head  for  the  beaches  or  a  golf  course. 

Happily  for  time-management  enthusi- 
asts, the  city's  financial  district  is  a  convenient 
way  station  between  the  newly  expanded  air- 
port and  wonderhil  Waikiki  Beach.  The 
downtown  area  is  compact,  and  everything  is 
within  easy  walking  distance. 

Contrary  to  what  bemused  skeptics  back 
in  your  office  may  thank,  business  is  business 


ON  OCTOBER  15, 
THE  PRINCEVILLE  HOTEL 

RE-OPENS. 


For  Hotel  reservations,  call  vour  travel  planiu'r  or  ITT  Slieraton  at  (800)  325-35  35;  or  f  or  more  mrormation,  ca  11  (800)  82(>4400. 


^^^^^ 


People  say  the  nicest 
things  about  us. 


*5 


"HOUSE  BEFITTING  HEAVEN" 


v  Vr  W 


On  the  beach  at  Waikiki. 

Call  toll-free  (800)  367-2343 
or  (808)  923-2311. 

Tl^ffP^i  MortLS*  RtsoKTs  ^wmfiwiM 

(800)  323-7500 

(800) 223-6800 
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in  Hawaii  —  8  a.m.-5  p.m.,  in  fact.  Solidly 
entrenched  in  the  financial  district  are  the  Big 
Five  sugar-aiid-pineapple  empires,  with 
names  like  Castle  &  Cook  and  Alexander  & 
Baldwin.  And  if  there's  a  corporate  or  real 
estate  deal  in  the  wind,  you're  likely  to  find 
two  other  downtown  denizens  —  First 
Hawaiian  and  the  Bank  of  Hawaii  —  among 
the  major  players. 

Downtown  also  happens  to  be 
Honolulu's  most  historic  district.  In  the  shad- 
ow of  its  skyscapers  are  such  landmarks  as 
the  regal  lolani  Palace  and  the  wood-frame 
Mission  Houses  Museum. 


"One  of  the  main  reasons  why  people 
Uke  us,"  says  Cotter,  "is  the  sheer  beauty  of 
the  place." 

There's  briUiance  to  the  peacock  blue  of 
the  sea,  the  greenery  in  the  jungles,  the  reds 
and  yellows  of  the  flowers.  Scudding  lazily 
across  clear  skies  are  Uifts  of  white  clouds.  In 


Downtown  Honolulu 

Hawaii,  this  kind  of  visual  comes  naturally. 
It's  not  the  figment  of  an  adman's  imagination. 

With  the  ease  of  getting  to  the  Neighbor 
Islands  —  plane  service  on  Aloha  and 
Hawaiian  airfines  is  frequent  and  swift  — 
visitors  tend  to  explore  as  well  as  relax.  At 
Sunset  Beach  and  other  sandy  strips,  surfers 
ride  the  waves  like  Nureyev  doing  a  grand 
jete.  From  plunging  canyons  to  wispy  water- 
falls, there  are  special  effects  the  equal  of 
anything  Steven  Spielberg  has  invented. 
(Hawaii,  in  fact,  was  the  set  for  some  of  the 
best  scenes  in  his  movie  Jurassic  Park. ) 
Along  the  Na  Pali  Coast,  black-and-tan  chffs 
rise  from  the  water,  making  Lilliputians  of  the 
Zodiac  runabouts  far  below. 

Blending  with  this  smashing  scenery 
throughout  the  Hawaiian  islands  are  worid- 


class  resorts,  from  Honolulu's  Halekulani  to 
the  Princeville  on  Kauai,  with  a  mind-set  so 
leisurely  and  lulhng  that  they're  sure  to  wring 
out  any  tension  —  even  if  you  bogied  the  4th, 
10th  and  1 7th  holes. 

Included  in  the  current  interest  in 
Hawaii  is  the  passion  to  explore  iLs 
Polynesian  origins.  The  melodious  vowel 
sounds  of  its  language,  the  undulating  rhythm 
of  the  hula,  the  fire  of  earthly  eruptions,  the 
civilizing  effect  of  flowery  leis  —  it  all  can  be 
pretty  catching. 

Not  the  least  of  the  attractions  these  days 
is  Hawaii's  own  development  of  regional 
dishes  —  enormously  appeaUng  to  most 
modem  travelers,  who  would  like  their  three 
meals  a  day  to  be  as  interestmg  as  they  are 
nourishing  (and  nonfattening).  The  good 
stufi'  begins  with  fast  food  hke  "shave  ice,"  a 
mound  of  ice  doused  with  wildly  colorful 
syrups,  and  rapidly  moves  on  to  malasadas 
(holeless  Portuguese  donuts),  hhkoi  (pas- 
sion fruit)  and  mahi  mahi.  And  don't  forget 
the  chicken  luau,  slowly  simmered  with 
coconut  milk  and  taro  leaves. 


Standing  out  from  the  bustle  and  bou- 
tiques of  Waikiki  Beach,  Honolulu's  action- 
packed  playground,  is  the  serene  Halekulani 
(800-367-2343),  rated  in  one  business- 
traveler  poll  after  another  as  one  of  the 
world's  best  hotels.  With  a  minimalist  treat- 
ment of  its  pubhc  spaces,  this  palace  on  the 
beach  is  beautiful,  from  its  turquoise  ocean- 
side  pool  set  off  with  a  gigantic  mosaic  of  a 
cattleya  orchid,  a  work  of  art  in  itself,  to  its 
sumptuous  guest  rooms  with  bamboo  furni- 
ture and  sliding  shutters.  Not  to  be  missed  is 
I^  Mer,  the  Halekulani's  noted  restaurant. 

"Our  chef  from  Marseilles,  George 
Mavrothalassitis,  specializes  in  Provengal 
cooking,"  says  the  Halekulani's  Joyce 
Matsumoto.  "No  butter,  no  creams.  It's 
fighter  with  everything  cooked  in  its  own 
juices. 

■  "A  lot  of  people  consider  us  an  oasis  of 
privacy,"  she  adds.  "Our  regulars,  who  come 
back  year  after  year,  like  us  just  the  way  we  are." 


On  the  "Big  Island"  of  Hawaii  —  it's  the 
largest  in  the  chain  (and  four  times  the  size 
of  Rhode  Island)  —  lava  landscapes  com- 
pete with  venerable  cattle  ranches.  Towering 
over  the  surreafistic  scene  is  Mauna  Kea, 


13,796  feet  tall,  with  the  soaking- wet  town  of 
Hilo  on  the  east  coast  and  the  sun-baked 
Kona  coffee  coast  to  the  west. 

Laurance  Rockefeller  had  his  eyes  open 
when  he  selected  a  choice  spot  on  the  Kohala 
Coast,  near  Kona,  to  build  a  world-class 
resort.  From  its  beginning  in  1965,  the 
Mauna  Kea  Beach  Hotel  (800-882-6060) 
paid  as  much  attention  to  the  Rockefellers' 
Asiatic  and  South  Pacific  works  of  art  as  it  did 
to  the  quahty  of  the  sand  on  its  aristocratic 
beaches.  Ritual  masks  and  wooden  sculp- 
tures from  New  Guinea,  ceremonial  platters 
from  the  Solomon  Islands  and  decorated 
canoes  from  Melanesia  —  there  are  some 
thousand  museum-quality  artifacts,  many  on 
display  including  a  commanding  granite 
Buddha  from  India. 

Like  many  Scottish  golf  courses,  the  one 
at  Mauna  Kea  hugs  the  water  —  or  boasts 
ocean  views.  At  the  signature  third  hole,  the 
ball  has  to  carry  over  a  Pacific  inlet,  a  daunt- 
ing psychological  hazard. 

The  "tennis  garden,"  as  Mauna  Keans 
call  the  courts,  is  a  picture-book  terrace,  also 
at  ocean-side.  If  all  this  were  not  enough,  pic- 


ture a  perfect  white  crescent,  a  rarity  in 
Hawaii,  for  Mauna  Kea's  beach. 

Like  so  many  Hawaiian  resorts  and  restau- 
rants, Mauna  Kea  is  concentrating  on  regional 
cuisine.  "Our  top  chefs  work  with  Hawaiian 
specialty  farmers  to  develop  locally  what  used 
to  be  imported,"  says  the  resort's  Donna  Jung. 
"All  of  a  sudden  the  cuhnary  experience  has 
improved  nearly  100%.  Watercress,  goat  cheese, 
arugula,  breadfiiiits  —  our  Garden  Restaurant 
is  a  showcase  for  the  best  regional  dishes." 


When  you're  restless  on  the  Big  Island, 
head  for  Volcanoes  National  Park,  where  lava 
forms  nightmare  shapes,  steam  vents  hiss  sul- 
hirously  and  the  avenging  goddess  Pele,  leg- 
end has  it,  storms  around  in  her  Kilauea 
Crater.  Serious  scientists  and  happy-go-lucky 
tourists  ahke  daily  monitor  the  volcanic  flows 
and  froth. 

In  the  Waipio  VaUey,  on  the  way  to  the 
volcano,  you  descend  along  a  chff  road  into  a 
captivating  jungle  preserve.  It's  time  to  pause 
and  dine  alfresco  out  of  a  picnic  basket 


packed  with  pineapple,  papaya  and  other 
fresh  fruits,  roast  island  chicken,  a  little 
pipikaula  (beef  jerky,  Hawaiian-style),  toma- 
toes from  upland  farms,  guava  juice  and,  for 
dessert,  coconut  haupia  and  guava  chiffon 


I'upukea  Sunset,  Oabit 

cake.  A  splendid  springboard  for  touring  — 
or  golfing  —  is  the  Mauna  Lani  Bay  Hotel  & 
Bungalows  (800-327-8585).  It's  in  the  same 
neighborhood  where  Hawaiian  royalty  set  up 
housekeeping  more  than  a  centijr^'  ago. 
"The  bungalows  are  our  showpiece. 


Have  You  Forgotten  HowTo  Be  Imprlssed? 


Nowkere  else  on  tkis  eartk  will  you  find  a  resort  and  residential  community  comparakle  to 
Mauna  Lani.  It  not  only  reflects  gracious  Hawaiian  luxury  at  its  finest,  it  defines  it. 

Ue  Mciuna  Lan,  Bay  Hotel  and  Bungalows  •  Tlie  R,l7.-Carlton,  Mauna  Lani  •  TKe  Francis  H.  I'i  Brown  Gol{  Courses  •  The  Bead,  Clul,  •  Tl,e  kacquct  Clut 
For  information,  call  (808)  885-6677  •  One  Kaniku  Drive,  Kohala  Coast,  IslanJ  of  Hawaii  96743. 


MAl'NA  LANI 
UESOUT 


KOHALA  COAST  •  ISLAND  OF  HAWAII 


Welcome 
Home 


To  our  very  special  guests, 
the  ckildren  and  granddiildren 
o  auna  Keaf  amily. 


e  timt'lcss  tradition 
of  tke  Mauna  Kea  is  an  experience 
wortk  skaring.  Especially  witk  our 
Family  and  Friends  Getaway. 

f  wo  Beachfront  rooms  are  yours 
for  tke  price  of  one  wken  you  travel 
togetker  witk  family  and  friends. 

Consult  your  1  ravel  Planner 

or  call  1-800-882-6060. 


offer  applies  to  guests  paying  full  rate, 

w-itk  a  tkree-niglit  miiiiinum  stay. 
Availatle  Max'  1  tlirougli  Dec.  15, 199^ 

C  erttiin  UacL'out  permcWmay  apply. 
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with  an  appeal  to  very  discriminating  guests," 
says  Laurence  Mountcastle,  Mauna  Lani's 
director  of  sales. 

"You  have  ahnost  4,000  square  feet  of 
private  house,  each  with  its  own  pool  and 
Jacuzzi,  a  central  living  room  and  a  butler  to 
take  care  of  your  every  need,"  Mountcastle 
adds.  "If  you  want  to  hehcopter  over  to  a  vol- 


overlooks  Hanalei  Bay  and  the  "Bah  Ha'i" 
coast  where  part  of  South  Pacific  was  fihm 
The  north-shore  views  are  commandij 
the  lanais  lovely  and  when  the  Princeville  rfl 
opens  next  month,  after  a  $35  milhon  face-i 
regulars  will  find  their  European-style  resol 
softened  by  tasteftil  Hawaiian  touches  —  fd 
instance,  staff  wearing  tropical-print  shirts.i 


Ihe  I'nnce  Course  al  the  h  inceviUe  Resort 


cano  —  or  to  Maui  —  the  butler  sets  it  up. 
Or  if  you'd  like  to  have  a  private  dinner,  any- 
thing from  griUed  lobster  to  a  six-course 
spread,  your  butler  serves  as  the  sous  chef 
And  if  a  harpist  or  Hawaiian  trio  is  to  your 
taste,  you're  on." 

At  Mauna  Lani,  golf  is  as  much  a  magnet 
as  the  mansion-hke  bungalows.  In  January  the 
resort  is  running  its  fifth  Senior  Skins  Game 
with  a  $450,000  purse  and  defending  cham- 
pion Arnold  Pahner  up  against  Jack  ("Golden 
Bear")  Nicklaus  and  other  golf  greats. 


Close  to  Oahu  but  caught  up  in  a  wilder 
Hawaiian  world  of  its  own,  Kauai  is  a  kick  for 
anyone  who  has  grown  tired  of  a  corporate 
swivel  chair.  An  hour's  ride  along  the  island's 
aerial  lanes  aboard  a  hehcopter  has  the 
impact  of  a  three-dimensional  movie  as  you 
rise,  dip,  twist  and  mm  along  the  contours  of 
Kauai.  There's  also  whale-watching  from  your 
room  balcony  and  stylish  vacationing  at  the 
Princeville  Hotel  (800-826-4400),  which 


"We're  doing  away  with  more  formal 
coaLs,"  says  Stephanie  Reid,  public  relaUoi 
director,  noting  that  the  entire  resort  will 
make  subtle  use  of  its  Hawaiian  herit^e. 

But  there's  no  tampering  with  the  luxi 
of  the  guest  rooms.  The  Princeville's  spaci< 
marble  bathrooms  will  have  sit-and-look-o 
mbs  with  windows  you  can  electronically 
darken  hmo-style  to  keep  prying  eyes  awajj 
And  beds  wiU  wear  Hawaiian  quilts.  \ 

The  resort's  Prince  Course,  which 
Digest  rated  "number  one  in  Hawaii,"  will 
back  in  hill  swing.  And  the  27-hole  Makai : 
Course,  with  intriguing  holes  at  waterside, 
will  be  ready  for  play.  The  duo  is  just  wliati 
you  need  to  hghten  up. 

A  lot  of  what's  so  relaxing  on  Kauai  - 
and  the  other  islands  —  is  absolutely  free: 
Turn  your  face  to  the  sun.  Smell  the  hibisc| 
Ogle  the  towering  royal  pahn  trees.  Play  beai 
comber.  Listen  to  the  water  cascade  aroun 
plaza  fountains  —  or  down  mountain  gull 

As  veteran  traveler  Mark  Twain  wrote 
Hawaii  is  "the  lovehest  fleet  of  islands  that 
anchored  in  anv  ocean." 


Written  In' J-  PaulAxiineofFinlyn  Communications.  Inc. 
Design:  Zaino  Design,  /V.KC. 


since  that  trip  to  Hawaii, 
they  havent  been  the  same. 


Maybf 


it  was  something  they  ate. 


Mayb( 


Maybe 

it  was  something  in  the  water. 


Maybe 

it  was  a  spiritual  thing. 


somethmg  just  came  over  them. 


Mayb( 


It  was  m  them  all  the  time. 


This  year,  don't  just  go  on  vacation.  Come  to  life  in  Hawaii.  Call  1-800-257-2999  for  a  free  vacation  planner. 

Come  To  Life  In  Hawaii 


The  Cocktail  Party 


By  Don  Vivant 


I 


'm  convinced  I  remember  this,  but  it  seems  so 

inconceivable  it  may  be  a  dream.  Back  when  I  was 

in  early  high  school  on  Long  Island,  living  at  home, 

i     my  mom  and  dad  would  occasionally  give  cocktail  par- 

[    ties.  This  was  when  a  cocktail  party  really  was  a  cocktail 

I    party,  for,  if  my  memory  serves  me  right  and  this  isn't 

I    just  a  delusion,  only  two  things  were  served:  manhat- 

I    tans  or  martinis.  This  was 

I    before  World  War  II;  this  is 

f    before  I  ever  drank  myself; 
I 

i  this  was  before  the  days  of 
I  white  wine,  which  hadn't 
I     even  been  thought  of,  much 

less  actually  invented.  The 

only  food  served  was  Ritz 
\  crackers  with  melted  cheese, 
I  which  my  mother  kept  forget- 
I    ting  in  the  broiler  but  which 

% 

J  were  still  good,  still  are  good 

i  when  I  serve  them  now,  even 

I  though  I  keep  forgetting  them  in  the  broiler  too.  (Kinr^/y 

i  refer  to  Figure  One.) 

I        I'd  go  around  the  party  with  two  pitchers — one  of 

i  martinis  in  one  hand,  and  one  of  manhattans  in  the 

f  other — and  refill  the  cocktail  glasses  of  Mom  and  Dad's 

I  guests  as  they  stood  there  chatting.  All  those  grown-ups 

I  loved  me — more  and  more  as  the  party  wore  on.  I  guess 


this  must  all  be  a  dream,  for  I  can't  actually  remember  2. 
time  when  everyone  loved  me. 

After  the  party  was  over,  people  just  left.  There  was 
never  anyone,  as  I  recall,  who  "stayed,"  no  going  out  for 
dinner  at  some  restaurant  in  a  group.  The  party  was  just 
plain  over.  My  mother  and  father  simply  had  dinner 
together  at  home  afterward  as  usual,  one  perhaps  saying] 

to  the  other,  "Well,  that  was  a| 
nice  party,  wasn't  it.''"  Why 
weren't  all  the  guests  killed 
in  automobile  accidents  on 
the  way  home.''  There  wasj 
never  a  "designated  driver" 
among  the  whole  batch  of 
them.  And  how  could  it  have 
been  that  the  world  back  then 
was  so  neatly  divided  into  just 
two  kinds  of  people:  the  kind 
who  liked  martinis  and  the 
kind  who  liked  manhattans.^ 
Now  when  we  ha\  e  people  "over" — for  "Drinks,  6  toi 
8" —  and  I  tend  bar  myself,  I  have  to  set  out  five  kinds 
of  whiskey  (gin,  vodka,  Scotch,  rum  and  bourbon)  and 
five  kinds  of  mixes  (club  soda,  a  pitcher  of  water,  qui- 
nine water,  orange  or  grapefruit  juice  and  Coke),  plus 
vermouth,  red  wine  and  lots  of  white  wine.  Everyone 
wants  something  different.  I  like  standing  behind  the 


^  >ii.-»i^^„  --iiiniiiiii-iifKiitfMifjdiiiin  gj  "|-|iif,r>ii)tri'iii 


160  [-"ORBF.S 


FYI 


\Mth  one  phone  call,  all  of  America  can  rest  easier. 

We  just  made  it  simple  to  find  luxurious  accommodations  almost  anywhere  from  coast  to  coast  at  rates  that  are 
a  dream.  One  phone  call  can  put  you  in  touch  with  over  60  Doubletree  Hotels,  where  you'll  enjoy  impeccable  service, 
beautifully  appointed  rooms,  swimming  pools,  and  a  variety  of  dining  experiences. 

And,  everywhere  you  travel,  you'll  receive  the  kind  of  special  Doubletree  attention  diat  begins  the  very  first  night 
with  our  welcoming  chocolate  chip  cookies.  So,  if  you're  planning  a  trip  anywhere  from  DC  to  LA,  be  sure  you  make  die 
right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETKEE 

HOTELS 

Whenyour  travels  takeyou  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


bar — you  get  to  see  everyone,  sooner  or  later,  that  way. 
As  often  as  I  can,  I  make  people  their  drinks;  but  then 
I  expect  them  to  serve  themselves — without  being 
ungracious  about  it,  I  hope,  the  way  some  hosts  seem 
to  be.  (See  Figure  Two.)  People  stand  around  and  talk  at 
our  parties  and  seem  to  have  a  good  time.  It  is  to  all 
intents  and  purposes  "a  cocktail" 
party  even  though  the  actual  mixed 
drinks  traditionally  called  cocktails 
seldom  get  made. 

The  word  "cocktail"  itself  sounds 
sort  of  ugly  and  actually  does  have 
some  quite  unattractive  or//er  mean- 
ings: a  horse  with  a  docked  tail,  a 
horse  that  is  not  a  thoroughbred,  and 
(yuck!)  "a  man  of  little  breeding  who 
passes  for  a  gentleman."  All  the  ro/?- 
notations  of  "cocktail"  are  terrible, 
but  the  associations  are  terrific. 

There's  a  legend  about  where  the 
word  came  from  that  sounds  absurd. 
Seems  there  was  a  barmaid  in  Elmsford, 
N.Y.,  who  decorated  the  bar  with  tail 
feathers;  in  1776  an  "inebriate"  asked  her  for  a  glass  of 
"those  cocktails,"  so  she  made  him  a  mixed  drink  and 
stuck  one  of  the  feathers  in  it.  This  is  not  a  question  of 
"believe  it  or  not";  unfortunately,  it's  "believe  it  or  come 
up  with  something  more  convincing." 

In  her  (of  course  marvelous)  book,  Miss  Manners' 
Guide  To  Excruciatingly  Correct  Behavior,  Judith  Martin 
takes  every  opportunity  she  can  to  deplore  the  cocktail 
party.  "It  is  some  years  now,"  she  writes  of  herself, 
"since  Miss  Manners  made  it  a  rule  never  to  attend 
social  events  at  which  she  would  be  expected  to  stand 
up.  Thus,  Miss  Manners  misses  out  on  a  lot  of  good  con- 
versations about  how  awful  cocktail  parties  are  because 
she  doesn't  go  to  cocktail  parties,  which  is  where  these 
conversations  are  held." 

I  would  be  really  //////  if  I  believed  all  our  guests  at 
our  nice  cocktail  party  were  standing  around  talking 
about  how  awful  it  is — so  I  don't  (believe  it).  And  I  also 
don't  see  what's  the  matter  with  standing  up  while 
you're  drinking — I  mean,  as  long  as  you  can  do  it.'' 
That's  what  guys  go  to  bars/o/;  isn't  it.^  And  standing  up 
at  a  party  has  the  advantage  that  you  can  see  who  else  is 
there  and  don't  just  get  stuck  talking  to  one  person.  You 
don't  have  to  get  up  rudely  to  move  away  because  you're 
already  standing  up.  A  stand-around  cocktail  party 
makes  for  great  fluidity  of  social  intercourse.  (Kindly 
refer  to  Figure  Three.) 

Then  Miss  Manners  goes  on  to  say,  facetiously, 
"There  are  other  advantages  to  attending  cocktail  par- 
ties, of  course.  They  are  an  excellent  opportunity  to 
meet  all  the  people  your  friends  don't  like  well  enough 
to  invite  to  dinner.  And  where  else  do  you  get  a  chance 
to  eat  a  whole  meal  of  anchovies  and  raw  cauliflower.''" 


■^■(•f-uRe  Two:  Kosr  wi+o 
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Anchovies  and  raw  cauliflower  are  no  substitute  for 
Ritz  crackers  with  melted  cheese,  I  admit;  and  admit- 
tedly, too,  the  cocktail  party  guest  list  is  different 
from  the  dinner  party  guest  list.  For  a  dinner  party 
you  really  try  to  match  the  people  up  .  nd  settle  down 
for  a  nice  long  evening  with  a  congenial  group.  But 
guests  at  a  cocktail  party  don't  have  to 
get  along.  In  fact,  there  was  a  time  in 
my  life  when  I  thought  a  party  wasn't 
really  a  success  unless  there  was  a 
fight  in  the  front  hall — or  at  least  out 
in  the  driveway.  At  a  cocktail  party 
guests  come  and  go,  move  freely, 
avoid  one  another  or  seek  one  another 
out,  as  they  choose.  Some  people  love 
cocktail  parries,  go  to  two  or  three  a 
night;  then  they  give  a  big  mopup  at 
their  house  to  pay  everybody  back.  If 
there  were  enough  of  them  no  one 
would  e-verWive  to  sit  down. 

In  all  these  ways  a  cocktail  party  is 
of  course  entirely  different  from  the 
cocktail  hour.  The  mother  in  A.R.  Cnir- 
ney's  play.  The  Cocktail  Hour,  points  out  that  a  cocktail 
party  is  something  to  which  people  are  invited,  but  the 
cocktail  hour  \s  for  the  family,  personal  and  private.  She 
might  have  added  that  the  former  is  occasional,  while 
the  latter  is  regular.  And  it  may  be  that  this  regularity  is 
one  reason  the  cocktail  hour  seems  somehow  more 
"civilized"  as  an  institution  than  the  cocktail  party. 
There  is  so  much  that's  chaotic  in  our  lives  these  days 
that  anything  that  happens  regularly  takes  on  an  aura  of 
respectability,  not  to  say  gentility.  Of  course  there's 
some  irony  detectable  in  the  fact  that  we  can  celebrate 

Fl&URe  THREE 
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as  "civilized"  even  such  an  activity  as  getting  a  late- 
afternoon,  early-evening  buzz  on,  just  because  it  hap- 
pens roery  day. 

At  that  certain  magic  hour  the  family  "always"  gath- 
ers to  sit  down  together  and  have  drinks  and  compare 
notes  on  the  day.  Sounds  wonderful.  Family  values  and 
so  on.  Very  civilized.  But  of 

course  you  do  have  to  sit    "^^^yi    \/\  ^2t/tl^" 

down — and  you're  stuck.  SS  *^ 
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65  Touring 

The  Dunlop  D65  Touring 
s  a  lot  of  tire.  It's  Dunlop's 
premium  passenger  radial 
with  performance  tire  char- 
acteristics. It  balances  your 
need  for  crisp,  responsive 
handling  with  your 
demands  for  all-season 
traction,  long  mileage 
and  a  smooth,  comfortable 
ride...  all  backed  by  an 
80,000  mile  limited 
treadwear  warranty.* 
That's  a  lot  of  value. 

And  the  blackwall  D65 
Touring  looks  as  good 
as  it  performs.  It  even 
comes  in  a  white  sidewall 
version  called  die  D65 
Touring  Ehte". 

The  D65  Touring  is 
designed  to  perform  in 
your  world...  for  a  long 
time.  Dunlop  D65 
Touring...  Cruise  Control. 

For  your  nearest 
Dunlop  Dealer,  look  in 
the  Yellow  Pages  or  call 
l'800'548'4714. 


Driving  To  The  Future 

*See  limited  mileage  warranty 


ARE  REGtSTEREO  THADEMARKS  OF  DNA  (HOUSEMARKS) 


There  is  only  one  place 

I  want  to  be  in  the  month  of  May  and  that  is 
Indy.  I  wouldn't  miss  it.  Every  year,  I  go 
back  and  stay  from  qualifying  weekend 
right  through  race  day,  and  I  just  have 
myself  a  hell  of  a  time.  It  is  so  much  fun  that 
they're  probably  looking  for  a  way  to  tax  it. 

Indy  is  more  than  just  a  race.  It  is  a  sort  of 
gathering  of  the  tribes  where  everybody  comes 
to  celebrate  cars  and  what  Americans  really 
like  about  cars — speed  and  performance. 
Cars  may  be  transportation  for  most  people, 
but  they  are  also  a  lot  more  than  that.  If 
they  weren't,  there  wouldn't  be  an  Indy  500. 


At  the 
Indianapolis 

500:  the  ' 
Chevrolet  Z28 

Camaro 


I've  been  spending  May  at  Indy  for  about  30  years 
now.  First  as  a  driver,  and  I  had  a  little  success  at  that, 
and  also  a  Httle  of  the  other  thing.  I  caught  on  fire  once, 
in  the  pits,  and  I  also  led  the  race  just  about  the  whole 
way  another  time  and  would  have  won  by  almost  a  full 
lap  if  a  three-dollar  bearing  hadn't  burned  out  about  ten 
miles  from  the  end  of  the  race. 

Then,  after  I  retired  from  open  cockpit  racing,  I  was 
back  at  Indy  with  my  own  team.  I  had  some  success 
there,  too.  Al  Unser  won,  twice  driving  one  of  my  cars,  in 
1970  and  '71.  The  engine  in  that  car  was  a  Cosworth  that 
we  had  modified.  'The  I^irnelli-C'osworth  was  the  domi- 
nant engine  at  Indy  in  the  early  '70s. 

These  days,  w  hen  I  go  to  Indy,  it  is  as  a  spectator  and, 
I  suppose,  a  celebrity.  Race  fans  remember  you,  espe- 
cially if  you  ever  won  Indy,  so  I  talk  to  a  lot  of  people, 
sign  a  lot  of  autographs, 
and  play  in  a  couple  of 
charity  golf  tournaments. 

And,  of  course,  in  my 
role  as  an  automotive 
journalist,  I  spend  a  lot  of 
time  at  Indy  doing 
research.  This  year,  that 
part  worked  out  real  nice. 
Chevrolet  was  coming 
out  with  a  new  version  of 
the  Z2H  (]amaro,  and  that 
car  was  pacing  the  race.  It 
would  be  the  ninth  time 
there  was  a  Chevy  pace 
car  at  Indy. 

The  people  at  (^hevy 
gave  me  a  copy  of  the 
pace  car  to  test  which 
meant  that,  instead  of 
some  airport  rental,  my 

transportation  for  the  month  of  May  was  one  of  the 
hottest,  best-looking  cars  on  the  road.  (It  is  a  hard  life.) 

I  got  my  first  look  at  the  car  in  (iasoline  Alley,  be- 
tween the  garage  area  and  the  pits,  on  the  Friday  before 
qualifying  w  eekend.  'Fhc  teams  were  all  out  on  the  track, 
practicing  and  testing.  Fhe  drivers  were  getting  used  to 
the  way  the  track  had  been  redesigned  to  slow  the  race 
down  a  little  and  make  things  safer.  They'd  eliminated 
the  apron,  down  inside,  and  replaced  it  with  a  rumble 
strip  so  the  cars  couldn't  pass  low  and  had  to  take  a  tighter 
line  through  the  turns.  Fveryone  was  wondering  how 
much  tougher  this  would  make  passing,  come  race  day. 

The  cars  had  also  been  redesigned  a  little.  The  last 
few  years,  there  has  been  so  much  ground  effect  engi- 
neered into  the  cars,  and  the  tires  have  gotten  so  good 
that,  unless  he's  in  traffic,  a  driver  can  fiatfoot  it  all  the 
way  around  the  track.  I  liked  the  changes  because  it 
means  the  drivers  have  to  do  it  a  little  more  like  we  had  to 
back  in  the  old  days,  when  you  needed  to  figure  just  how 
much  vou  had  to  back  off  and  still  run  right  on  that  edge 


Track  and  field:  the  Z2H  leads 
the  wax  at  this  year's  Indy- 


before  the  tires  lost  their  grip  and  you  went  into  the  wall. 

Anyway. ..the  teams  were  working  all  that  out  on  the 
track,  and  the  fans  were  up  in  the  stands  watching,  and 
after  a  while,  I  just  drifted  on  back  to  Gasoline  Alley 
where  they  were  keeping  the  pace  car.  The  mechanics 
were  all  haiiging  around  in  there.  I  knew  a  couple  of  them. 
In  fact,  I'd  known  Bobby  Spears  for  a  long  time.  He  was  in 
the  pits  during  the  '64  race,  and  he  was  the  one  who  start- 
ed waving  to  me  not  to  go  back  out  on  the  track  because 
my  car  was  on  fire.  When  you  burn  alcohol  you  don't  see 
the  fiames  if  your  car  is  on  fire.  It  was  a  good  thing  for  me  I 
didn't  go  back  on  the  track.  I  got  away  with  first-  and  sec- 
ond-degree burns.  (Jould  have  been  a  lot  worse. 

Bobby  showed  me  the  Z28,  which  was  parked  in  the 
garage,  behind  some  ropes,  for  the  fans  to  look  at,  and 
right  away  I  liked  the  car.  It  just  looks  like  it  is  built  to 

go.  The  people  at  (^hevy 
have  reskinned  the  car  so 
that  it  has  a  real  low, 
sporty  look.  I  don't  know 
what  the  aerodynamic 
coefficient  on  the  car  is, 
but  I'll  promise  you  that 
it  is  real  good.  Fhe  wind- 
shield looks  to  be  slanted 
about  70  degrees  (edi- 
tor's note:  68,  actually), 
so  if  you  flip  down  the 
visor,  you  practically  lose 
the  road.  And  it  takes  a 
little  bending,  getting  in 
and  out  of  the  car.  But  if 
you  are  looking  to  get  in 
your  car  like  you're  walk- 
ing into  a  hotel  room, 
then  I  suppose  you  ought 
to  buy  a  van. 

'Fhc  car  has  a  T-top,  which  I  liked,  and  a  very  clean 
dash.  Fooks  and  little  touches  aren't  everything,  of 
course,  and  on  a  car,  they  don't  amount  to  beans  if  the 
thing  won't  run.  So  I  picked  mine  up  that  evening,  when 
practice  was  over,  and  gave  it  a  little  street  test.  In  other 
words,  I  drove  it  to  the  restaurant  where  I  was  meeting 
some  people  for  dinner. 

'Fhe  first  thing  I  noticed  about  the  car  was  the  way  it 
souw/s.  'Fhe  exhaust  noise  is  deep  and  throaty  and  about  as 
loud  as  the  law  will  allow.  The  car  makes  an  entrance. 
'Fhen,  when  I  took  it  out  on  the  expressway,  I  knew  that 
they  had  made  this  one  right  because  just  as  soon  as  I  was 
on  the  ramp,  I  wanted  to  push  it.  The  car  felt  like  it  was 
meant  to  race.  It  had  me  wondering  i!'/^/ will  this  baby  do. 
By  the  time  I  got  to  the  restaurant  I'd  given  the  car  top 
grades  in  power,  acceleration,  handling,  braking  and  gen- 
eral performance.  Since  Chevy  is  trying  to  crack  a  young 
market  w  ith  the  Z28,  I  let  the  kid  who  parked  it  grade  it 
for  looks.  He  saicJ  it  was  "pretty  rad,"  so  that  cinched  it. 

However,  as  a  hard-working  automotive  journalist,  I 
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ranted  to  know  a  little  more  about  the  car  than  that  it  is 
lot  of  fun  to  drive.  So  I  went  up  to  the  Chevy  suite  and 
alked  to  Jim  Perkins,  General  Manager  of  the  Chevrolet 
livision.  Perkins  is  from  Texas  and  when  he  was  a  young 
nan  he  even  raced  a  little.  Ran  against  A.J.  Foyt  some, 
o  we  had  that  in  common.  Perkins  knows  what  Amcri- 
ans  like  in  cars. 

"We're  selling  this  as  a  '90s  kind  of  car  with  '60s  kind 
if  muscle,"  he  told  me.  "This  is  a  ver^'  contemporary  car, 
lut  it  also  appeals  to  people  who  remember  what  they 
3ved  about  American  cars." 

I  asked  him  about  the  engine.  The  small  block  V'-8 
lisplaces  350  cubes,  or  5.7  liters  if  you  prefer.  It  is  a  push 
od  engine,  not  four-valve,  like  the  sporty  imports.  It  is 
he  same  kind  of  engine  you  find  in  a  Corvette. 

"We  found  that  American  drivers  tend  to  like  the 
lUsh  rod  technology,  for  one  thing"  he  said,  "as  long  as 
ou  can  get  the  power  out  of  the  engine  and  with  the 
hings  we've  done  with  the  fuel  injection,  the  camshaft 
irofile,  and  the  cylinder  heads,  you've  got  that.  Also,  it  is 
ctually  a  more  basic  engine  with  about  20%  fewer  parts 
han  a  comparable  four-valve.  We  think  Americans  like 
hat.  The  same  way  that  they  like  the  solid  rear  axle." 

By  sticking  with  the  basics.  Chevy  has  been  able  to 
:eep  the  cost  of  the  car  down.  Perkins  told  me  the  Z28 
'-8  will  go  for  under  $18,000,  and  the  standard  Camaro 
vkh  a  V-6  for  less  than  $14,000.  One  of  the  high-tech 
nnovations  on  the  car  was  added  with  the  idea  of  keep- 


ing it  affordable.  The  Camaro  has  always  been  a  real 
favorite  of  car  thieves.  This  might  be  an  endorsement  of 
some  sort,  but  it  does  terrible  things  to  your  insurance 
rates.  So  the  new  Z28  comes  with  an  ignition  key  that 
has  a  computer  chip  on  it  that  activates  all  the  electronics 
in  the  engine.  If  you  try  to  hot-wire  that  car,  it  just  shuts 
down.  That  means  you  have  to  be  a  computer  nerd  to 
steal  one,  and  those  kind  of  people  wouldn't  be  interest- 
ed in  this  car. 

I  liked  what  Perkins  had  to  say  about  the  car,  and  I 
especially  liked  the  way  Chevy  had  gone  after  the  kind 
of  people  who  come  to  Indy.  It  is  a  car  for  Americans 
who  love  the  American  kind  of  car.  Perkins  was  plenty 
proud  of  the  car  and,  on  race  day,  he  would  be  driving  it 
on  the  pace  lap.  He  wasn't  just  getting  behind  the  prod- 
uct; he  was  getting  out  front  with  it,  too. 

Of  course  there  would  be  a  lot  of  non-Americans 
behind  him.  Seems  like  everybody  who  ran  fast  on  qual- 
ifying weekend  was  a  non-American,  from  Formula  One. 
Arie  Luyendyk  won  the  pole.  "Fhe  fastest  American  was 
Mario  Andretti,  w  ho  used  to  drive  for  my  Indy  team. 

Then,  on  race  day,  Emerson  Fittipaldi  won  it. 
Luyendyk  was  second  and  Nigel  Mansell  was  third.  So  it 
wasn't  a  great  race  for  American  drivers.  But  the  Z28 
looked  great  out  front,  and  that  proves  to  me  that  Amer- 
icans are  a  long  way  from  losing  it  when  it  comes  to  cars. 
So  next  year,  the  American  drivers  may  just  come  back. 

I  know  I  will.iSJ 


Play  A  Monstrous  Amount  Of  Golf 


C^^/^*  If  golf 's  your  game,  you're  come  to  tfie  right  place!  Just 
/II  steps  from  }vur  room  are  99  holes  of  challenging  golf - 
^  erenihing  from  a  beginner  's  par  3  to  a  monster,  the 

•nowned  Blue  Monster*  home  of  the  Doral-Ryder  Open,  htu'll  find  a 

irietvofgolf  packages  which  start  as  low  as  S70.  some  that  eren  include 

nhmited  greens  and  cart  fees. 


He  also  hare  a  world-renowned  Fire-Diamond  spa  where  yvu  can 
relajcand  unwind  with  an  a  la  carte  massage.  And \nu  can  fine-tune  yvur 
golf  game  at  the  Doral  (iolf  Learning  Center  with  Jim  .Mclean. 

So  decide  how  long  ^■ou'd  like  to  sta^-  and  call  1-S00-22-DORAL. 
(■W.l)  .192-2000  or  your  trarel  professional.  And  take  adrantage  of  a  truly 
monstrous  offer 
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DorallResort 

AND      COUNTRY  CLUB 
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Doral  Hotels.  Resorts.  Con  ference  Center.'!.  Spas  -  New  York  City  •  Rye  Brook.  IVew  lork  •  Miami.  Florida 
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HIS  WOOL  JACKET.  $1,725 
CASHMERE  TUHTLENECK,  $9SO 
wool.  VEST,  $S2S,  JODHPURS,  $950, 
AND  BOOTS,  $600.  BY  HERMES. 
SUNCUASSES  BY  CUTUER  &  GROSS. 

$145.  MARINER  SOO  18K  GOLD 
WATCH  BY  CONCORD.  $12, SOO.  HER 
—  EECE-l-INED  LAMBSKIN  COAT, 
$7,850,  WOOL/CASHMERE 
OVER,  $600,  JODHPURS,  $725, 
BOOTS,  $1.000,  BY  HERMES. 


THE   CREDITS  PAGE 


Adrienne  ViTTADiNi:  BcrgcJorf 
Goodman,  New  York;  Nciman  Marcus, 
Dallas;  and  Adrienne  Vittadini  iioiiti(iiies, 
San  Francisco  and  Honoiiiki. 

Anne  Klein  II:  All  Saks  l-  ifth  Avenue 
and  Bloomingdale's  stores;  and  l>ord  & 
Taylor,  New  York. 

Ballantyne  Cashmere:  Ribbed 
sweater^  Pompeii,  Dallas.  (Wiblirl  s\ireiitei\ 
Cashmere/Cashmere,  New  \'ork  and 
Chicago.  Both,  to  order,  212-9H8- 
5252. 

Barbour:  Call  800-,V^8-,^474  for 
stores  and  information. 

BURBERRYS:  All  Butbcrrys 
stores,  or  call  S()()-284-S4H()  for 
information. 


Calvin  Klein:  Suit,  Barneys, 
New  York  and  Chicago,  and  Ron 
Ross,  Los  Angeles.  Vest,  Barneys 
New  York.  Shirt,  Fred  Segal,  Los 
Angeles  and  select  Saks  Fifth 
Avenue  stores. 

Concord:  Traditional  Jewelers, 
Newport  Beach,  CA;  Lester 
Lampert,  Chicago;  and  all 
Tourneau  stores. 

Countess  Mara:  .All 
Nordstrom  and  I.  Magnin  stores. 


Country   Road  Aus- 
tralia: All  Country  Road  Australia 
stores,  or  call  800-666-6677  for  information. 

Cutler  &  Gross:  Fred  Segal,  Santa 
Monica;  In  Toto,  Minneapolis;  and 
Barneys,  New  York. 

Donna  Karan  Menswear:  Coat, 
select  Neiman  Marcus  stores.  Trousers, 
Bergdorf  Goodman  Men,  New  York;  Louis, 
Boston;  and  select  Neiman  Marcus  stores. 
Polo  shirt.  Wilkes  Bashford,  .San  Francisco; 
L/Ouis,  Boston;  and  Mark  Richards, 
Glencoe,  IL 


Erickson  Beamon:  Bergdorf 
Goodman,  New  \'ork;  and  all  Barneys  and 
Neiman  Marcus  stores. 

Geoffrey  Beene:  Geoffrey  Beenc  on 
the  Plaza,  New  York. 

Giorgio  Armani:  Uls  < hithnii^  Bergdorf 
Goodman  Men,  New  ^'ork;  and  Giorgio 
Armani  boutic|iies.  New  York  and 
Manhasset,  N^'.  Her  jrirket,  CJiorgio  Armani 
houtitjues.  New  \'()rk  and  Beverly  Hills; 


and  select  I.  Magnin,  Neiman  Marcus  and 
Saks  Fifth  Avenue  stores. 

Gucci:  Gucci  boutiques  in  New  York, 
Chicago  and  San  Francisco. 

Hermes:  All  Hermes  boutiques,  or  call 
800-441-4488. 

Jay  Strongwater:  All  Neiman 
Marcus  and  Bloomingdale's  stores. 

L.L.  Bean:  To  order  from  L.L.  Bean, 
800-221-4221. 


Nautica:  The  Nautica  Store,  New  York 
and  Newport  Beach,  CA;  and  select 
Belk's  stores. 

Nick  Hilton  Collection:  Louis 
Boston;  Gary's  &  Company,  Newport 
Beach,  CA;  and  M.L.  Lawrence 
Haverford,  PA. 

Paul  Stuart:  Paul  Stuart  Madisora 
Avenue,  New  York,  800-678-8278.  , 

Polo  by  Ralph  Lauren: 

Polo/Ralph  Lauren,  New  ^Ork 
and  Beverly  Hills.  Plaid  shin 
also  at  Polo/Ralph  Lauren, 
Chicago;  Jodhpurs  also  at 
Bloomingdale's,  New  \'ork;  and 
corduroy  shirt  also  at  Saks  Fifth 
Avenue,  New  York. 


polo/Ralph  Laurep^ 
Hosiery:  Macy's,  New  York 
Parisian,  Birmingham,  AL;  and 
Nordstrom,  Seattle. 

Stephen  Jones:  Bergdorii 
Goodman,  New  ^'ork;  and  LItimoj 
( Chicago. 

Stuart  Weitzman:  David 
K.,  Birmingham,  AL;  Jildor,  Great 
Neck,  NY;  and  all  Nordstrom 
stores. 

Tag  Heuer:  Tag  Heuer  profess 
sional  sports  watches  at  autho- 
rized dealers  nationwide. 


Tommy  Hilfiger:  Department  and 
specialty  stores,  or  call  212-840-8888  fot 
information. 

Walk-Over:  Louis,  Boston,  and  all 
Macy's  and  Nordstrom  stores;  or  call  800- 
227-1298  for  information. 

WiTTNAUER:  All  Saks  Fifth  Avenue. 
Macy's  and  Zale's  stores. 

Worth  &  worth:  Worth  &  Worth. 
New  York,  or  to  order,  800-HAT-SHOP. 
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Gorc-Tex.  Guaranteed  To  Keep  You  Dry  and  the  diamond  logo  are  ti^deniarks  of 
W,  L  Gore  &  Associates.  Inc.  ©  1993  W.  L.  Gore  &  Associates.  Inc.. 
1(»  Airport  Road.  Elkton.  MD  21921. 


fust  watching  guys  trek  across  frozen  glaciers  on  TV 
gives  you  the  chills.  You're  into  more  everyday-type 
challenges.  Like  getting  a  dollars  worth  of  value  for  every  dollar 
you  spend.  Wliich  is  why,  if  you're  going  to  spend  it  on  outer- 
wear, you  should  look  for  the  Gore-Tex®  outerwear  hangtag. 

Gore-Tex  outerwear  is  engineered  to  last  years  longer 
than  ordinary  outerwear.  It's  versatile  enough  to  wear  any- 
where, in  any  weather.  And,  of  course,  it's  guaranteed 
waterproof  and  breathable. 

The  truth  is,  you  don't  have  to  be  an  outdoor  fanatic 
to  buy  Gore-Tex  outerwear.  You  have  to  be  a 
quality  fanatic.  For  more  information  on 
Gore™  products,  call  1-800-431-GORE. 


ONEGAL 


I  r   W  A  S    O  N    A   COOL    S  U  N  D  A  V 

afternoon  in  June  that  I  got  my  first 
true  taste  of  Ireland. 

It  may  have  been  the  horse  in  front  of  me,  or 
maybe  the  heavy  hoof  of  Charlie,  my  own  mixed  Irish 
Draft/Irish  Hunter.  Or,  quite  possibly,  my  own  clum- 
sy feet  were  to  blame,  stumbling  along  in  rubber 
English  riding  boots,  failing  to  miss  a  puddle  here,  a 
ditch  full  of  mud  there.  Whatever — my  boots  were 
already  splattered,  my  jeans  and  denim  jacket,  too. 
And  now,  at  last,  my  lips  were 
enjoying  the  moist  muck  that 
makes  an  Irish  bog  so... memorable. 

I  slogged  on.  A  bog  has  no  bot- 
tom, I  recalled,  yanking  Charlie 
after  me  and  then  quickly  jumping 
out  of  his  way.  Thoughts  assailed 
me:  don't  they  periodically  dig  up 
some  millennia-old  wanderer  who 
thought  he,  too,  could  make  it 
through  the  ooze.?  Would  (Charlie 
and  I  one  day  end  up  as  mud-coat- 
ed specimens  for  future  genera- 
tions of  anthropologists  to  marvel  over.? 

Finally,  I'd  had  enough.  "Is  this  supposed  to  be 
part  of  the  total  horse  experience.?"  I  grumbled  at  our 
guide.  Ken,  as  he  went  to  the  aid  of  the  only  other 
rider  in  worse  shape  than  myself. 

"No,"  Ken  answered  cheerily,  full  of  malicious 
Irish  glee,  "it's  part  of  the  total  //y/(7//// experience!" 


Yea/ 


Indeed. 

But  capturing  the  "total  Ire- 
land," bogs  and  all,  is  exactly 
what  the  Stracomer  Riding  Centre's  horseback 
tour,  "Donegal  From  The  Saddle,"  is  all  about. 
"What  do  you  think  of  when  you  think  of  Ire- 
land.?" asks  Terry  Fergus-Browne,  proprietor  of 
the  Centre  in  Bundoran,  County  Donegal.  "Plen- 
ty of  rain,  green  grass,  and  horses." 

I  can  report  that  the  peat  bog  was  the  least  of  the 
many  charms  we  encountered  dur- 
ing a  week  of  hacking  through  the 
Republic  of  Ireland's  northernmost 
county.  A  bit  more  pleasurably, 
there  were  short  walks  through 
small  towns  and  long  trots  along 
narrow  rural  roads.  There  were 
dewy  vistas  of  hills  and  mountains, 
thatched  roofs  and  centuries-old 
stone  walls,  blooming  rhododen- 
dron and  fields  of  purple  heather, 
and  more  cows  and  sheep  than  we 
could  count. 

And  for  a  large  dose  of  equestrian  romance  there 
were  the  beaches.  Now  unless  you  own  a  tidy  stretch 
of  high-priced  waterfront,  there  really  aren't  that 
many  places  you  can  ride  on  a  beach  these  days.  Ire- 
land, however,  is  one  of  them.  The  Stracomer  tour 
gave  us  about  three-and-a-half  days  on  the  sand — gal- 
loping along  long  stretches  of  wind-whipped  water- 
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RELAX  &  ENJOY. 
IT  HAPPENS  TO  THE 
BEST  OF  US. 

Inevitably,  no  matter  how 

much  we  struggle.  In  one 

way  or  another,  one  day 

we  become  our  parents. 

instead  of  resisting  this 

notion,  we  invite  you  to 


celebrate  this  rite  of  passage 
with  an  exquisite  liqueur, 

DRAMBUIE 

one  that  your  parents  knew 
so  well.  Drambuie.  A  blend 
of  the  finest  aged  malt 


scotch  whiskies,  heather 
honey  and  delicate  herbs 
creates  a  unique  taste  that 
lingers  long  after  you've 
finished  drinking  it.  Perhaps 
your  parents  did  know  best 
after  all. 
YOUR  TIME  HAS  COME. 


DRAMBUI 


front,  and  sandbars  surrounded  by  the  watery  trench- 
es our  horses  had  just  waded  through. 

This  made  the  trip  for  the  half-dozen  Italians  in 
our  group  (four  of  them  return  customers).  In  Italy, 
they  told  us,  there  is  simply  nowhere  to  ride  on  the 
beaches.  Either  the  sand  is  too  soft  for  a  horse's  deli- 
cate tendons,  or  the  beaches  too  short  and  crow  ded. 

We  even  got  to  swim  our 
mounts,  on  an  uncrowded  tourist 
beach  below  Donegal  Town. 
Stripped  to  our  bathing  suits, 
clutching  bridles  tightly,  four  of 
our  group  of  ten  braved  bareback 
in  the  surf.  This  image  stands  out: 
one  of  the  Italians,  a  slender, 
stately  young  woman,  gliding  past 
me  into  deeper  water  as  wave 
after  wave  of  the  Atlantic  crashed 
over  her  white  mare's  neck.  It 
almost  seemed  like  a  local  legend 
come  to  life. 

A  few  hours  on  horseback  will 
set  any  stomach  rumbling,  and  we  faced  plenty  of 
hearty  meals  along  the  trail.  A  grandmotherly  woman 
named  Rose  served  us  draft  Guinness,  hot  broth  and 
ham  sandwiches  by  a  crackling  fire  in  the  Travellers 
Rest  Pub,  then  blew  us  kisses  of  "Ga'  bless!  Ga' 
bless!"  as  we  rode  away.  The  smiling  wife  of  a  chick- 
en farmer  dished  us  up  fresh  fowl  with  sliced  toma- 
toes, tea  cakes  and  homemade  bread  in  her  living 
room.  And  Leo,  a  transplanted  Englishman  long  since 
resigned  to  what  makes  Ireland  Ireland  ("It's  not  the 
weather;  it's  the  clothes  you're  wearing!"),  might 
transport  us  to  our  horses  in  the  morning,  serve  us 
vegetable  quiche,  sliced  turkey  and  crumbly  apple  pie 
by  the  beach  at  midday,  and  then  wait  for  us  to  finish 
our  half-pints  in  the  Smugglers  Creek  inn  in  Ross- 
nowlagh  at  day's  end. 

It's  not  hard  to  glimpse  the  Irish  sentiment  toward 
horses,  evident  in  the  admiring  glances  and  approving 
smiles  of  just  about  every  local  we  met.  Brushing 
down  Charlie  before  a  morning  clip  out  of  Donegal 


Town,  I  was  approached  by  a  friendly  old  Irish  chap 
wearing  what  seemed  to  be  the  friendly  old  Irish 
chaps'  uniform:  tweed  jacket,  tweed  cap,  knit  sweater 
vest,  muted  shirt,  dull  tie.  "He's  not  a  work  horse,  is 
he.''"  the  gentleman  asked,  his  twinkling  eye  raised  to 
take  in  my  horse's  towering  height.  I  could  feel  it 
coming:  "Bark  when  I  was  your  age..."  But  it  never  did. 

"That's  a  fine-lookin'  horse,"  he 
said,  patting  Charlie's  neck  in 
admiration  as  I  finished  my  work. 
"Yes,  fine  horse." 

By  quite  literally  plunging  into 
the  countryside,  Terry  Fergus- 
Browne  and  her  accommodating 
crew  have  created  a  tour  that  cap- 
tures...well,  a  wee  bit  of  every- 
thing, and  most  of  it  off  the  beat- 
en track.  We  rode  from  small 
towns  like  Donegal  and 
Ballyshannon — one  of  Ireland's 
oldest — to  abandoned  railroad 
trenches  traversing  the  farmland. 
In  the  Knather  Forest,  tall  riders  (like  myself)  had  to 
hug  their  horse's  neck  to  walk  through  a  "tunnel  of 
love"  of  various  vegetation.  And  one  beautiful  morn- 
ing's ride  through  mountains  and  forests  reached  the 
Lough  Derg,  the  sight  of  the  oldest  extant  institution 
in  the  Irish  Church.  It's  said  St.  Patrick  spent  a  little 
time  in  Purgatory  in  a  cave  there,  and  sinners  and 
tourists  alike  still  stop  by  to  atone. 

Each  night  it  was  back  to  Terry's,  or  one  of  a  couple 
of  fine  local  inns.  Somewhere  along  the  line  Irish  food 
got  a  bad  rap,  but  our  dinners  were  exemplary:  creamy 
seafood  and  corn  chowder,  broiled  lamb  with  mint 
sauce,  chicken  breasts  in  tomato  cream,  fresh  picked 
mussels  with  garlic,  a  flaky  poached  salmon  as  a  cen- 
terpiece, and  always  fresh,  buttered  vegetables  and 
spuds,  spuds,  spuds.  "It's  French-meets-Irish  cuisine," 
noted  one  of  our  crew,  smacking  his  lips  hungrily. 

If  the  saddle  sores  burn  a  bit  too  hot,  one  can  skip  a 
day  of  riding  and  check  out  the  rest  of  County  Done- 
gal— a  sightseer's  dream  of  mountains,  beaches  and 
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Believe  It  Or  Not, There  Are 
Business  People  Experiencing 
The  Same  Kind  Of  Peace. 


4tf 


/ 


Tkese  Jays  you  kave  enougk  to  worry  akout  witkout  adding  office  furniture  to  tke  kst.  But  witk  just 
e  quick  pkone  call,  our  trained  consultants  can  give  your  kusiness  tke  look  of  success  it  deserves. 


CCHT 

FURNITURE  RENTAL 


You  Handle  Tke  Business.  We'll  Handle  Ue  F  urniture. 
Call  today  for  tke  Cort  Showroom  near  you;  1-800-Q02-CORT.  Over  75  home  and  office  shou  ■rooms  from  coast  to  coast. 


A  network 


r 


of  possibilities 


When  you  lap  inlo  Macy"s  By 
Appoinlmenl  Corporate  (iifl 
Service,  you're  nol  jusl 
connecting  witli  one  person, 
you're  on  line  witli  an  entire 
national  networl^  ol'  resources. 
Our  creative  consultants  iiave 
tlie  means  of  implementing 
unique,  effective  and  cost 
efficient  programs,  specially 
designed  to  achieve  your  goals. 

Whether  it's  incentive 
programs,  service  awards  or 
gift  giving,  Macy's  By 
Appointment  Corporate  Gift 
Service  has  the  flexibility  of 
merchandise  and  price  ranges 
to  meet  all  your  corporate 
needs.  Corporate  discounts  are 
available.  Our  service  is 
always  complimentary. 


M  A  C   Y  *  S 


CORPORATE 
GIFT  SERVICE 


not  a  lot  of  people.  A  (|uiek  drive 
to  the  north — often  on  one-lane 
roads — took  my  wife  and  me  to 
the  old  fishinj4  port  of  Killybegs, 
the  chiseled  cliffs  of\Slieve 
League  and  the  cottage  tov\  n  of 
Glencoliimbkille.  Twenty  min- 
utes to  the  south  of  Bundoran  is 
Sligo  and  Yeats  country,  his  tomb 
and  its  famous  epitaph — Cast  fi 
cold  eye  I  On  life,  on  death. I  Ho/seiiiaii, 
pass  /^'f — just  off  the  main  road. 
There's  golfing,  hunting,  fishing 
and  (bclic\  e  it  or  not)  some  of  the 
finest  surfing  in  Ireland  nearby. 


(^//r  /)('(///////// 
/j/(>/7///njf  \  /'/(/('  ////'(}^/(y// 
///()/f///(f///  s'  (r/u//()/'c-s'/'S' 
/'('(f( //(•(////('  .(ofuy//  i^Oe/y, 
///(■  A/'/c  o/ ///(■  o/c/os'/ 

ex /(////  ///A'/ //////()//  /// 

f^vlsV/  6y,^frc/^.  ///Is- 
/////('  ///  S/}//y{t/o/y 

///  (/  C(/t>C  ///('/'('. 


And  if  your  spouse  doesn't  ride  (as 
mine  doesn't,  due  to  back  prob- 
lems), they  can  enjoy  the  same 
food  and  shelter  for  half  the  price. 

Terry  keeps  her  tours  small — 
never  more  than  12  riders  per 
trip — so  no  one  feels  lost  in  the 
shuffle.  The  Stracomer  has  some 
40  horses,  mostly  Irish  Hunters 
plus  a  Connemara  pony  or  five. 
Mounts  arc  divvied  up  based  on 
skill,  and  they've  even  got  a  few 
"babysitters"  for  the  least 
advanced.  The  tack  is  English — 
no  pommels  to  hang  onto — and 
the  pace  is  moderate. 

More  travelers  I  talk  u  itli  these 


days  want  to  experience  their  des- 
tinations in  detail.  I  can't  think  of 
a  better  way  to  see,  eat,  breathe 
and  feel  a  country  than  from  the 
back  of  a  horse.  And  no  better 
coimtry  for  horses  than  Ireland. 

GiDDYUP  Go  Bragh 

The  Stracomer  got  its  start  as  a 
riding  school  on  St.  Patrick's 
Day,  1985,  as  Terry  Fergus- 
Browne  lay  in  a  hospital  recov- 
ering from  the  cracked  verte- 
brae that  ended  her  own 
champion  showjumping  career. 
Four  years  later  she  created 
"Donegal  From  'Fhe  Saddle," 
selling  the  tour  at  ecjuestrian 
events  across  Europe  and  even- 
tually here  in  the  States.  Cur- 
rently Americans  account  for 
about  half  of  her  customers. 

Just  how  competent  must  a 
rider  be.'  "One  should  be  able  to 
walk,  trot  and  canter  comfort- 
ably," she  says.  Translation:  for 
the  beginner,  about  ten  one- 
hour  riding  lessons  ought  to 
bring  you  up  to  speed.  And  it 
doesn't  hurt  (literally)  to  be  in 
good  shape,  either.  Our  shortest 
day  was  two  hours  of  riding,  and 
our  longest  was  about  six — fairly 
strenuous  for  saggy-baggy  thighs. 

The  Stracomer  Riding  Cen- 
tre's week-long  "Donegal  From 
The  Saddle"  runs  from  early 
April  through  early  October. 
Cost  for  the  remainder  of  199.3: 
Irish  £725  (about  $1,065, 
depending  on  exchange  rates); 
for  1994,  approximately  £760. 
Price  includes  accommodations 
and  all  meals,  horses,  tack  and 
guide.  Stracomer  also  offers  the 
more  advanced  "Donegal  By 
The  Sea"  and  "Images  Of  Ire- 
land." All  available  in  the  U.S. 
through  Equitour,  Bitterroot 
Ranch,  P.O.  Box  807,  Dubois, 
WY  82513.  Call:  800-545-0019; 
307-455-3363  (in  Wyo.);  Fax: 
307-455-2354.  ffl 
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It's  Twins!  ^ 
Now,  ^^HEm's 

THE  NEAREST 

Chart  House? 


I  THE  ONCE  AND  FUTURE  GUIDE| 

Baedeker  Revisited 

"Let  other  men  waste  their  time  on  this  year's  guidebooks," 
declares  Anthony  Weller.  "I  consult  a  century-old  Baedeker." 


BORN  TO  ,SP:RVK  a  si  EAM-AND-RAILWAY  AGE 
of  travel,  the  1,100-odd  Baedeker  Guides 
issued  in  English,  French  and  German 
between  1832  and  1943  remain  the  most  thorouf^h, 
detailed  and  useful  series  of  travel  handbooks  e\  er 
written.  Bf)und  in  red  cloth,  these  out-of-print  vol- 
umes the  size  of  your  hand — a  museum  ticket  t)r 
pressed  flower  of  a  previous  owner  wedged,  perhaps, 
into  a  foldout  map — still  turn  up  by  the  dozens  in  sec- 
ondhand bookshops.  Let  other  men  waste  their  time 
on  this  year's  guidebooks  with  their  up-to-the-minute 
information;  I  consult  a  century-old  Baedeker. 

That  redoubtable  publishing  firm  was  founded  by 
Karl  Baedeker  (l<S()l-59)  near  Cologne  as  a  kind  of 
Germanic  answer  to  the  John  Murray  guides  pub- 
lished in  England  at  the  time.  More  ency-   

clopedic  and  less  stylized  and  imperial,  they 
were  carried  on  by  Baedeker's  sons,  who 
moved  the  firm  to  Leipzig,  where  it  flour- 
ished until  its  premises  got  destroyed  dur- 
ing an  air  raid  in  WWII.  The  firm  revived 
after  the  war,  but  its  modern  guides  can- 
not equal  their  predecessors. 

By  the  time  of  the  First  World  War  the 
founding  Baedeker's  grandsons  had 
expanded  their  list  to  78  titles  in  three 
languages.  These  ranged  from,  say, 
Transylvania,  Constantinople,  and  India 
to  Canada,  Corsica,  Russia  and  the  Black 
Forest.  Sometimes  the  guides  followed  great  rivers 
(the  Rhine  from  Rotterdam  to  Constance,  1873)  or 
mountain  ranges  ("Fyrol  and  the  Dolomites  including 
the  Bavarian  Alps,  1927).  Sometimes  they  sensibly 
and  neatly  divided  coimtries  into  several  volumes,  like 
Italy,  or  lumped  them  together  into  one,  like  the 
Unites  States,  Mexico,  Cuba,  Puerto  Rico  and  Alaska. 
The  French  Riviera  received  its  own  volume.  The 
language  was  by  turns  declamatory  ("Over  all  the 
movements  of  the  pedestrian  the  weather  holds 
despotic  sway"),  philosophical  ("The  traveller's  ambi- 
tion often  exceeds  his  powers  of  endurance"),  out-of- 
date  ("The  traveller  is  cautioned  against  sleeping  in 
chalets"),  or  helpful  ("Care  must  be  taken... for  should 


the  overhanging  masses  of  snow  give  way,  the  trav- 
eller would  be  precipitated  to  a  depth  of  3-4,000'"). 
Those  remarks  are  from  an  1899  guide  to  Switzerland. 

On  every  page  of  every  volume  the  author  took  it 
for  granted  his  reader  was  an  educated  person  who 
could  follow  every  turn  of  phrase  and  allusion  while 
sharing  his  assumptions  and  judgments.  In  three 
northern  tongues,  Baedeker  cast  a  cold  eye  south- 
wards on  all  that  seemed  immoral,  from  the  "disgrace- 
fully insolent"  clowns  in  Egypt  to  the  innkeepers  in 
Naples:  "The  traveller  is  often  tempted  to  doubt 
w  hether  such  a  thing  as  honesty  is  known  here." 

An  old  Baedeker  can  serve  as  a  good  barometer  for 
how  much  the  world  has  changed.  A  1900  guide  to 
Paris,  with  the  Metro  in  its  first  stages,  or  to  London 
with  its  underground  only  half-finished, 
I  seems  quaint  today,  but  in  countries 
I  where  the  attractions  and  the  streetcar 
I  lines  have  changed  little  over  the  last 
century,  Baedeker  simply  cannot  be 
equaled.  A  visitor  to  Cairo  need  look  no 
further  than  the  1929  Egypt  and  the 
Sudan.  As  Hans  Koning  put  it,  despite  the 
"pseudoscientific  racism... Baedeker's 
completeness  is  baffling.  I  can  only  visu- 
alise squadrons  of  German  professors 
swarming  out  over  Egypt,  sleeping  in  every 
bed,  and  sketching  every  pillar." 

Certain  advice  may  make  us  uneasy.  A 
section  of  the  1906  Palestine  and  Syria  guide  entitled 
Inteiroiirse  \V/f//  Orientals  warns:  "Familiarity  should 
always  be  avoided.  True  friendship  is  rare  in  the 
East..."  But  who  can  argue  with  the  rest.''  "'Fhe  custom 
of  scattering  small  coins  for  the  sake  of  the  amusement 
furnished  by  the  consequent  scramble  is  an  insult  to 
poverty  that  no  right-minded  tra\  eller  will  offer." 

In  an  age  where  speed  is  taken  for  granted,  these 
old  guides  remind  us  that  tourism  began  as  a  leisure- 
ly, didactic  activity.  Every  Baedeker  educates  us  and 
slows  us  down.  Not  only  do  they  offer  us  the  world  as 
it  actually  was;  they  show  us,  more  miraculously,  how 
much  of  that  world  still  remains,  and  what  our  century 
has  added,  for  better  or  worse.  ^ 
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VIORE  INFORMATION,  PLEASE 


1  advertisers  have  much  to  offer  FYl  readers.  The 
S.V.P.  reader  senice  program  is  designed  to  help 
ir  readers  access  advertiser  information,  locations 
id  services. 

ok  over  the  participating  advertisers  from  this  issue 
id  take  a  moment  to  fill  out  the  attached  R.S.V.P. 
rd.  Simply  check  the  box(es)  of  those  advertisers 
at  interest  you,  and  valuable  information  will  be 
nt  directly  from  the  advertiser,  free  of  charge. 


ac;c:essories 


MONTBLANC  The  MontbLitit  brddiure  tcjtures  the  world's 
est  writing  inslniments  and  accessories.  Incomparable  fountain 
ns,  ballpoints,  rollerballs,  pencils,  leather  and  desk  accessories. 

FOIINT.MN  PEN  HOSPITAL  Call  for  Free  Catalog  of  fine  writ- 
!  instauiieni'-  .ii  iinlx-.ilable  discount  prices.  Largest  selection  of 
lique  pens  in  the  world  Free  .sample  Vintage  Pern  Quarterly. 
iOO-253-PENS. 

YVES  SAINT  LAURENT  Yves  Saint  Laurent  men's  neckwear 
ers  an  exciting  signature  collection  which  is  the  elegant  addi- 
n  to  today's  da.ssic  tailored  clothing. 


APPAREL 


AIDEN  SHOE  COMPANY  Manufacturer  of  custom-quality 
3es  and  boots  for  discriminating  gentlemen  since  1884. 

ALLEN-EDMONDS  SHOE  CORPORATION  World-class 
itwear  for  men.  Named  "one  of  the  25  products  America 
ikes  best"  by  the  Made  in  the  USA  Foundation.  Distinctive 
)twear 

ASCOT  CHANG  Maker  of  custom  shirtings,  clothing  and  acces- 
"les 

BURBERRY'S  TAILORED  CLOTHING  FOR  MEN  Burbeny  s 
■n's  tailored  suits,  sport  coats,  trousers,  topcoats  and  tuxedos. 

CROSS  CREEK  APPAREL  The  Exceptional  Shirt.  If  you  seek 
!  perfect  combination  of  comfort,  style  and  purpose,  consider 
3SS  Creek.  Look  for  Cross  Creek  in  men's  specialty  stores  and 
e  department  stores  across  the  country. 

DOCKERS'  AUTHENTICS  Dockers*  has  reinvented  and 
ined  the  classics.  Updated  with  a  loose  fit  and  assembled  in 
\  Dockers'*  Authenlics  Book,  vol.  1.  Send  for  your  free  copy. 

.  GORE-TEX  WindStopper™  and  Gore-Tex«  Outerwear 
jducts:  Send  for  free  infomiation  or  call  1-800-431-GORE. 

.  HATHAWAY  Hathaway...  the  original  great  American  shirt, 
petcible  .styling.  Elegant  fabrics.  Enduring  quality  for  over  ISO 
ars. 

.  J.  MURPHY*  BY  JOHNSTON  &  MURPHY*  New,  versatile 
3es  with  upbeat  style  from  downright  elegant  to  downtown  hip. 
3m  Johnston  &  Murphy  -  known  for  exacting  craftsmanship 
d  uncompromised  comfortable  fit  since  1850. 

.  LANDS'  END  If  you  would  like  to  receive  a  free  Lands'  End 
alog,  call  one  of  our  friendly  operators  at  1-800-356-4-144. 

.  PIERRE  CARDEV  Men's  tailored  clothing,  cufflinks,  shirts, 
s,  belts,  shoes  and  ho.se,  women's  sweaters  and  pants  available 
fine  .stores. 

.  SEBAGO  DOCKSIDES'  For  more  information  on  Sebago 
d  Dockslde*  shoes.  plea,se  circle  our  number  on  the  reader 
iponse  card- 

I.  VIBRA.M  SOLE  Vibram  Sole  free  information  pack  describes 
innovative  program  to  restore  foorwear  designed  around 
brani  soles,  including  details  about  a  network  of  Vibram 
ithorized  Dealer  repair  shops. 


C  AMERA/VIDEO/ELECTRONICS^ 


17.  OLYMPUS  CORPORATION  W  orld's  leading  manufacturer  of 
high-quality,  revolutionan',  uniquely  designed  photo  and  audio 
equipment. 


EXECUTIVE  GIFTS 


18.  BRITISH  LINKS  GOLF  CLASSICS  Catalogue  of  fine  golf  art. 
gifts  and  collectibles.  One  of  the  LARGEST  golf  art  dealers  in  the 
country.  Call  1-800-348-4646  for  your  free  catalogue. 

19.  MACKENZIE  LIMITED  Scotland's  finest  food,s.  World- 
renowned  gifts  of  excellent  taste.  1-800-858-7100. 

20.  THE  SHARPER  IMAGE  The  Sharper  Image  develops,  intro- 
duces and  sells  a  unique  a,s.sortment  of  original  gifts  and  exciting 
products  through  entertaining  stores  and  catalogs.  Call  1-800-344- 
4444.  Free  catalog 


FRAGRANCES 


21.  JOY  DE  JEAN  PATOU  A  name  synonymous  with  prestige 
and  quality.  For  over  60  years  Joy  de  Jean  Patou  has  been  con- 
sidered the  "benchmark  fragrance  against  which  all  others  are 
measured" 


INSURANCE/FINANCIAL 


22.  GM  iyL\STERC.\RD  G.Vl  Mastercard  -  5"i,  earnings  on  e\  er,- 
thing  you  charge  toward  a  new  GM  car  or  truck.  No  annual  fee. 
5%  additional  earnings  from  our  retail  partners.  1-800-8GM-CARD. 

23.  VAN  KAMPEN  MERRfrT  Van  Kampen  Men-in  offers  invest- 
ments with  a  sense  of  direction.  For  mutual  fimd  or  unit  trust 

infnmutinn  and  a  prospectus,  c.ill  1-800-DlAL  XK.M 


JEWELRY  &  WATCHES 


24.  AUDEMARS  PIGUET  The  CEO  Collection  Catalog:  Feamres 
distinctive  luxur\  watches  in  bracelet  or  .strap,  all  steel.  18K  gold 
and  steel  or  I8K  gold.  For  men  and  women. 

25.  BAUME  &  MERCIER  Baume  &  Mercier  exemplifies  the  high- 
est standards  of  quality  watchmaking.  Conceived  to  meet  the 
needs  of  those  who  appreciate  the  e.ssence  of  contemporary  .style 
and  unsurpa.ssed  quality. 

26.  BVLGARI  Bvlgari  is  renowned  for  creating  important  and 
everyday  jewelry  in  unique  combinations  of  stones  and  metals. 
The  collection  includes  watches  and  silver  items.  For  infomiation: 
1-800-BVLGARI. 

27.  CARTIER  Cartier,  the  renowned  international  jeweler,  offers 
a  wide  selection  of  products  ranging  from  classically  styled  18K 
gold  jewelf)'  to  one-of-a-kind  precious  gems. 

28.  GUCCI  TIMEPIECES  Classic  Swiss  timepieces  in  an  a.ssort- 
ment  of  styles  for  men  and  women.  Available  in  Gucci  shops, 
department  stores  and  fine  jewelry  .stores  woridwide. 

29.  LASSALE  For  more  infomiation  on  our  fine  .selection  of 
Lassale  watches  for  both  men  and  women,  please  call  us  at: 
1-800-342-8415. 

30.  RAYMOND  WEtt  Send  for  Raymond  Well  brochures  on  var- 
ious men's  and  ladies'  gold  and  gold-plated  watches  with  expan- 
sion clasps  or  fine  leather  straps. 


LIQUOR 


31.  JOHNNIE  WALKER  RED  LABEL  Receive  infomiation  on 
Johnnie  Walker  Red  Label  and  a  copy  of  The  Blender's  Art. 


MOTORCYCLES 


32.  BMW  MOTORCYCLES  Geniiany's  highest  expressions  of 
freedom  on  two  wheels  merge  power,  perfomiance  and  safety. 
Call  l-8(IO-345-4BMW  for  the  name  of  your  nearest  authorized 
dealer. 


RETAIL 


33.  BLOOMINGDALE'S  •  THE  MEN'S  STORE  At  His  Serv  ice  - 
Our  coniplinientarv  shopping  .service  for  gentlemen.  Please  call 
Cathy  Newman  at  (212)  705-.3030  in  N>'.  (612)  88.3-26^  In 
.Minneapolis,  and  (312)  440-4520  in  Chicago. 

34.  MACY'S  A  New  York  landmark  on  34th  Street  between 
Broadway  and  Seventh  Avenue,  and  throughout  the  U.S.. 
renow  ned  for  its  diversity  of  familv  and  home  fashions.  1-800- 
,343-0121. 


SPORTS/EXERCISE 


35.  NEW  BALANCE  .'ATHLETIC  SHOES.  INC.  New  Balance 
Shoes  come  in  multiple  widths,  so  you  will  get  the  close,st  thing 
possible  to  a  custom  fit.  For  the  New  Balance  dealer  nearest  you 
call  1-800-253-SHOE. 


TRAVEL 


36.  DOUBLETREE  HOTELS  Doubletree  Hotels  offers  58  deluxe 
properties  coast  to  coast  ranging  from  business  and  Convention  to 
resort  lacllities  in  cit\'  center,  airport  and  suburban  locations. 

37.  FOUR  SEASONS  RESORT,  BAU  Exclusive,  all-villa  resort  set 
in  land.scaped  gardens,  overlooking  sandy  Jinibaran  Bay.  Offers 
complete  range  of  .sporting  facilities,  the  ideal  place  for  an  elegant 
retreat. 

38.  HOTEL  MILLENIUM  Welcome  to  downtown  NT  s  first 
world-class  executive  hotel.  Here  the  business  traveler  can  expect 
razor-sharp  efficienc7  and  Incomparable  comfort.  Hotel  Millenium, 
it's  about  time 

39.  MANDARIN  ORIENTAL,  HONG  KONG  Mandarin  Oriental, 
Hong  Kong  has  magnificent  views  of  Victoria  Harbour  .set  in  the 
heart  of  Central,  the  commercial  banking  district. 

40.  PARK  CITY  CHAMBERATSITORS  BUREAU  Park  City,  Utah 
is  v.'lnter's  gift  to  skiers.  Call  ihe  Park  Citv  ChaniberA'isitors  Bureau 
at  1-800-453-1360  for  a  FRF:F  Winter  Vacation  Planner. 

41.  THE  PENINSUU  GROUP  The  Peninsula  Group  is  the  hotel 
operations  and  marketing  ami  of  the  Hong  Kong  and  Shanghai 
Hotels,  Limited,  one  of  the  premier  hotel  groups  in  the  world. 

42.  THE  PHOENICLVN  Scon.sdale,  AZ.  Situated  at  the  ba.se  of 
Camelback  .Mountain  on  130  acres.  The  Phoenician  is  unrivaled  in 
luxuH'  .ind  ser\  ice.  Elegant  accommodations,  superb  dining  and 
recre.itional  amenities. 

43.  RAFFLES  HOTEL  Of  woddwide  fame.  Raffles  Hotel,  recently 
splendidly  restored,  is  a  unique  attraction  for  visitors  to  Singapore 
as  well  as  a  national  monument. 

44.  SHERATON  PALACE  HOTEL  Come  to  the  classic  landmark 
hotel  that  sophisticated  travelers  have  chosen  since  1875.  Tlie 
Palace  offers  the  perfect  balance  of  elegance  and  comfort  in  San 
Francisco's  best  location. 

45.  SHUTTERS  ON  THE  BEACH  Los  Angeles'  only  luxury  hotel 
on  the  beach  198  rooms  feanire  shutters  on  windows,  most  with 
stunning  panoramic  views  of  the  Pacific  Ocean  and  California 
coastline 


TRAVEL/HAWAII 


46.  HALEKULANI  Oahu's  only  .V-\A  Five-Diamond  award  hotel, 
commands  five  beachfront  acres  of  Waikiki  with  views  of 
Diamond  Head,  elegant  decor,  award-winning  restaurants  and 
superb  ser^'lce. 

47.  IHILANI  RESORT  &  SPA  Opening  December  1993.  Luxury- 
resort  on  Oahu,  Hawaii  Twenty-five  minutes  from  airport.  387 
rooms,  secluded  beach  lagoon,  golf,  tennis,  destination  spa,  24- 
hour  room  ,serv  ice.  Call  1-800-6264446. 

48.  MAUNA  KEA  BEACH  HOTEL  The  Mauna  Kea  experience 
includes  a  white  sand  beach  for  swimming  and  snorkeling,  cham- 
pionship golf,  Asia;  Pacific  art  collection,  award-winning  cuisine 
and  a  timele,ss  tradition  of  aloha. 

49.  THE  MAUNA  LANI  BAY  HOTa  AND  BUNGALOWS  The  Big 

island's  only  .\.AA  Five-Diamond  hotel.  A  beautiful  oceanfront 
property  with  superb  cuisine  and  unexcelled  service.  Enjoy  ten- 
nis and  championship  golf 

50.  PRINCEVILLE  HOTEL  A  new  .sense  of  luxury-  defined 
through  Hawaiian  accents.  Offering  championship  golf,  hiking 
and  e\er\  w  ater  sport  imaginable  Call  1-800-826-4400. 


OTHER 


51.  AIR  TRAVEL  CARD  Offering  centralized  airfare-only  billing, 
precise  management  reports  and  automatic  employee  insurance  - 
all  at  no  cost  to  your  company  -  the  Air  Travel  Card  is  The 
Smartest  Route* 

52.  CORT  FURNTTURE  RENTAL  Nationwide  fiimiture  rental 
company  offering  full  service  office  fiimiture  management  and 
lemporan'  housing  for  relocating  executives.  Space  planning  and 
design  assistance  are  provided. 

53.  DL^IOND  TEL  CEUllAR  PHONES  Mitsubishi  Electronics 
Is  the  nianufacmrer  of  Diamond  Tel  cellular  phones.  The 
Diamond  Tel  line  includes  the  22X  Micro  portable  cellular  phone, 
.M-I4  .Mobile,  and  92T  Transportable  cellular  phone. 

54.  DUNLOP  TIRES 

55.  MACANUDO  CIGARS  The  hentage  is  Jamaican.  The  wrap- 
per is  the  finest  Connecticut  shade.  The  taste  Is  smooth  and  mild 
A  .Macanudo  Cigar 

56.  JOAN  MICHELMAN,  LTD.  For  private,  museum,  and 
corporate  collectors,  as  well  as  pension  funds,  we  specialize  in 
American  art  1870  to  1940,  French,  and  btin  .American  art. 
Call  (212)  535-4524;  fax:  (212)  517-6672. 

57.  PROFILES  DN  HISTORY  The  nation's  finest  selection  of  guar- 
anteed authentic  original  letters,  historical  documents  and  vintage 
signed  photographs  Catalogues  issued  bv  .subscription.  Call  toll- 
free  1-800-942-8856. 
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Alabama  football  coach 
Gene  Stallings  and  his  son, 
John  Mark  Stallings 


A 


O  A  C  H 


Gene  Stallings  never  turned  his  back  on  a  challenge — whether  raising  a  son 
with  Down's  Syndrome,  or  raising  the  Alabama  football  team  back  up  to  glory 


Geoffrey  Norman 


GKNR  Stallings,  who  doesn't 
generally  indulge  in  "what  ifs," 
says  that  if  he  could  have  been 
inything,  it  would  have  been  a  profes- 
;ional  military  man.  He  looks  the 
)art,  certainly.  Tall  and  deep-chest- 
;d,  with  a  jaw  you  could  use  for  a 
itraight  edge,  and  eyes  that  lock  on 
ion  and  stay  there  whether  he  is 
alking  or  listening.  And  he  seems  to 
prefer  listening.  When  a  bad  ear 
cept  him  out  of  the  service,  Stallings 
vent  into  another  line  of  work  that 
dso  prizes  discipline,  loyalty,  sto- 
cism  and  \  ictory.  He  became  a  foot- 
ball player  and  then  a  coach. 

There  were  times,  in  his  first  54 
^ears,  when  he  must  have  devoutly 
vished  that  he  been  able  to  hear  out 
)f  both  ears.  And  then... then  he  was 
)ffered  what  might  be  both  the  best 
md  the  worst  job  in  all  of  football — 
lead  coach  at  the  University  of 
Mabama. 

The  building  where  Stallings 
vorks  is  on  Bryant  Drive,  a  half-block 
rom  the  Bryant  Conference  Center 
md  the  Bryant  Museum.  His  team 
blays  its  home  games  in  Bryant- 
Denny  stadium.  It  used  to  be  just 
'Denny"  stadium,  and  everybody 
:hinks  that  it  was  nice  of  Mr.  Bryant 
:o  let  Mr.  Denny  keep  even  half  of  it. 


"Bryant,"  of  course,  is  Paul 
William  Bryant,  better  known  as 
"Bear."  Some  successful  people — 
including  football  coaches — have 
had  the  misfortune  of  following  in 
the  footsteps  of  legends;  it  was 
Stallings'  burden  to  follow  in  the 
footsteps  of  a  deity.  In  Alabama, 
they  used  to  say  (and  probably  still 
do)  that  while  Bear  Bryant  couldn't 
actiiolly  walk  on  water,  he  knew 
where  all  the  stumps  were.  At  Notre 
Dame,  where  football  expectations 
are  also  very  high,  they  know  (for 
obvious  reasons)  that  man  was  born 
to  sin  and  you  cannot  expect  perfec- 
tion. In  Alabama,  they  have  reason 
to  believe  there  are  exceptions  to 
this  rule.  One  exception,  anyway. 
And  his  name  was  Bear. 

But  Bryant  was  mortal  in  at  least 
one  regard.  He  passed  from  this  vale 
in  1982,  after  coaching  at  Alabama 
for  25  years,  winning  some  230  foot- 
ball games  there  (and  another  100  at 
other  places  before  he  came  to 
Alabama),  a  slew  of  bowl  games,  and 
six  or  seven  national  championships 
depending  on  who's  counting.  He 
left  a  tradition  of  winning — "I  ain't 
nothing  but  a  winner,"  he  liked  to 
say — and  of  high  expectations. 

Which  the  next  two  coaches 


could  not  possibly  fulfill.  At  one 
point,  when  the  Crimson  Tide  had 
lost  a  game  or  two,  you  saw  bumper 
stickers  around  the  state  that  read 
"Dig  Him  Up." 

When  the  job  came  open  in  1990, 
Gene  Stallings  was  considering  an 
offer  from  the  U.S.  Naval  Academy. 
"I  was  a  little  reluctant  because  they 
wanted  me  to  sign  a  long-term  con- 
tract," he  says.  He  went  to  Alabama, 
instead,  which  is  about  as  far  from  a 
long-term  contract  as  it  is  possible  to 
imagine,  no  matter  what  the  lan- 
guage on  the  paper  says. 

Stallings  was  plainly  mortal, 
which  Alabama  fans  were  quick  to 
recognize.  He'd  been  fired  twice  as  a 
head  coach,  for  the  good  and  suffi- 
cient reason  that  his  teams  were  los- 
ing. There  were  plenty  of  people 
who  thought  that  he  was  the  wrong 
choice  for  at  least  one  other  reason, 
as  well.  He  was  too  old. 

"I  think  he  knew,"  says  Paul 
Finebaum,  a  Birmingham  sports 
columnist  and  radio  personality, 
"that  this  was  the  last,  best  chance 
he'd  ever  have  to  prove  that  he  was  a 
good  coach.  And  Stallings  has  a  lot  of 
pride.  Quiet  pride,  but  pride  just  the 
same.  He  believes  he  is  a  good 
coach.  But  when  he  got  the  job  at 
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Alabama,  he  might  have  been  the 
only  one  in  the  state  who  did." 

Stallings  shrugs  at  that  one  and 
says,  "It  was  a  great  opportunity. 
The  kind  you  can't  turn  down." 

It  fell  to  Stallings'  backers  to  make 
the  case  that  he  was  a  good  coach  /';/ 
spite  of  his  record.  He'd  been  at 
Texas  A&M  during  the  Sixties,  when 
the  school's  military  structure  made  it 
impossible  to  recruit  the  good  high 
school  players.  Then,  in  the  pros,  he 
had  been  at  the  mercy  of  the  worst 
organization  in  all  of  football — the  St. 
Louis/Phoenix  Cardinals. 

"We  didn't  win,"  Stallings  says. 
"And  that's  what  it  comes  down  to." 

No  excuses,  sir. 

Stallings  had  this  going  for  him 
before  he  ever  coached  a  game  at 
Alabama:  he  was  one  of  Bear's  boys. 
Had  played  for  Bryant  at  Texas 
A&M.  Was  one  of  the  players  who 
endured  Bryant's  famous  Junction. 
Texas,  camp  where  the  team  went 
out  in  two  buses  and,  ten  days  later, 
returned  in  one,  half  full.  And,  then, 
he  had  been  an  assistant  for  Bryant, 
one  of  his  favorites,  at  Alabama. 

"I  learned  a  lot  from  Coach 
Bryant.  Nobody  could  deal  with 
people  the  way  he  did.  He  knew 
the  right  way  to  get  to  every  one  of 
them,  and  he  knew  that  they  all 
responded  to  something  different. 
He  was  a  genius,  that  way." 

And  then,  of  less  importance  to 
people  at  Alabama,  but  still  a  selling 
point — Stallings  had  also  worked  for 
Tom  Landry  during  the  Dallas 
Cowboys'  glory  years.  "I  learned  a 
lot  about  systems  and  organization 
from  Coach  Landry.  He  made  sure 
of  every  detail.  If  you  were  playing 
for  him,  you  knew  you  were  as  pre- 
pared as  you  could  be." 

So,  Alabama  had  a  coach  who,  if 
no  genius  himself,  had  at  least 
learned  from  coaches  who  were. 
Nobody  said  Stallings  was  inspired. 
Merely  that  he  had  been  to  the  right 
schools.  The  jury  was  out. 

There  was  one  more  thing, 
something  he  didn't  bring  up,  but 
that  people  knew.  Nobody  had  to 
remind  Gene  Stallings  about  the  rel- 


ative importance  of  football  games  in 
the  great  scheme  of  things.  If  he  had 
to  live  with  a  losing  record  and  two 
firings,  he  could  do  it  because  he 
lived  with  a  far  heavier  burden  than 
that,  though  he  would  never  put  it 
that  way. 

In  1963,  when  he  was  still  an 
assistant  at  Alabama,  Stallings'  wife 
had  a  baby.  A  son.  In  the  delivery 
room,  a  grim-faced  doctor  told 
Stallings  that  the  baby  was  "retard- 
ed." The  child  suffered  from  what  is 
now  known  as  Down's  Syndrome. 
The  doctor  spoke  directly,  even  bru- 
tally. At  first,  Stallings  wanted  to  hit 
the  man.  Instead,  he  fainted. 


The  early  prognosis  was 
that  the  boy,  John  Mark, 
would  not  live  to  be  four. 
"But  he  made  that.  And 
then  when  they  said 
he  wouldn't  make  ten/ 
he  got  there,  too." 


The  early  prognosis  was  that  the 
boy,  whose  name  was  John  Mark, 
would  not  live  to  be  four.  "But  he 
made  that.  And  then  when  they  said 
he  wouldn't  make  ten,  he  got  there, 
too."  Stallings  and  his  wife,  like 
many  people  in  similar  circum- 
stances those  days,  considered  send- 
ing the  boy  to  live  in  a  home 
somewhere  that  specialized  in  care 
for  Down's  children. 

"But  we  decided  to  keep  Johnny 
in  our  home,"  Stallings  says,  "and 
make  him  part  of  our  family  and  our 
lives.  He  is  our  child  and  we  love 
him.  It  was  the  best  decision  I  ever 
made.  If  it  has  been  good  for  Johnny, 
it  has  been  ten  times  better  for  me.  I 
have  learned  so  much  from  that  boy. 
Most  of  all,  I've  learned  that  love  is 
not  conditional.  Johnny  doesn't  ask 


anything  from  anyone,  and  he  gives 
without  expecting  anything  back. 

"And  I've  learned  another  thing 
and  that  is  to  be  more  tolerant  of  the 
people  who  just  can't,  who  don't 
have  the  ability.  And  not  to  tolerate 
people  who  have  the  ability,  and 
can,  but  for  some  reason,  won't." 

Stallings  and  his  son  fish  together, 
and  when  the  coach  is  working, 
Johnny  is  around  to  help  out  on  the 
practice  field  or  in  the  locker  room. 
When  Stallings  is  in  the  office  late, 
to  watch  film,  Johnny  joins  him  for 
carry-out  chicken  suppers,  eaten  off 
Styrofoam  plates.  They  are,  above 
all,  friends. 

John  Mark  Stallings  is  31  now. 
The  age  when  heart  and  other  ail- 
ments begin  to  threaten  Down'si 
sufferers. 

"He's  slowing  down,"  Stallingsi 
says,  in  a  tone  that  says  it  all. 

Stallings'  own  experience  turned 
him  into  a  man  who  visits  hospitalsi 
almost  compulsively,  and  whol 
makes  the  small,  but  vastly  appreci- 
ated gesture  to  people  who  havet 
been  through  the  same  thing.  "I| 
know  a  television  producer,"  saysl 
Paul  Finebaum,  "who  has  a  Down'si 
child.  He  met  Stallings  one  time,| 
and  the  kid  was  with  him.  Stallings 
calls  now,  all  the  time,  to  talk  to  the 
kid.  It  sure  isn't  anything  he  has  toi 
do,  but  it  is  the  kind  of  thing  he  doesi 
all  the  time." 

And  brushes  off  if  you  ask  him 
about  it.  "Well,"  he  says,  "you  know. 
It  isn't  much." 

Alabama  opened  with  three 
straight  losses  in  Stallings'  first  yeari 
as  head  coach.  "Tough  games,"  hej 
says.  "We  could  have  won  them  all."j 
If  the  fans  were  in  a  lather,  he| 
remained  calm.  Then  Alabama  beatj 
Tennessee,  which  is  important,  andl 
Auburn,  which  is  essential,  and  thei 
team  finished  7-5.  Stallings  returnedi 
the  next  year  to  grumbling  from  the! 
faithful.  "I  felt  more  comfortable  the; 
second  year.  My  staff  knew  what  toi 
expect.  So  did  the  players."  Theyi 
knew  he  expected  lots  of  hard  work,, 
but  that  he  also  knew  how  to  lighten 
up.  When  a  place  kicker  missed  a 


■ew  during  practice  with  Stallings 
vatching  and  said,  "Coach,  it  makes 
Tie  nervous  having  you  stand  there 
ike  that,"  he  answered,  in  his  lacon- 
c  Texas  fashion,  "Well,  son,  I'm 
^oing  to  be  there  for  every  game." 

That  season,  the  team  lost  one 
;ame,  to  Florida,  and  finished 
anked  in  the  top  five.  Acceptable, 
)ut  barely  so,  in  Alabama. 

Then  last  year,  with  a  defense 
hat  had  the  faithful  recalling  the 
iays  of  Leroy  Jordan  ("If  they  stay 
letween  the  sidelines,"  Bryant  used 
o  say,  "Leroy  will  get  'em"), 
Alabama  won  every  game  in  the  reg- 
ilar  season  and  beat  Florida  in  the 
Irst  Southeastern  Conference  play- 
)ff.  On  New  Year's  Day,  they  would 
)lay  Miami — the  team  of  the  '80s, 
he  intimidators  of  college  foot- 
)all — in  the  Sugar  Bowl.  Alabama 
vas  an  eight-point  underdog,  but 
kallings  was  serene. 

"He  told  me,  before  the  game," 
;ays  Finebaum,  "that  he  thought 
hey  had  about  a  35%  chance  of  win- 
ling.  I  don't  think  anybody  else  did." 

But  a  lot  of  people  wished  it. 
5ome  because  they  could  not  abide 
he  in-your-face  style  of  Miami, 
;ome  because  they  love  Alabama, 
ind  not  a  few  because  they  wanted 
t  purely  for  Gene  Stallings,  who  had 
)retty  much  proved  he  was  a  good 
botball  coach  and  had  almost  estab- 
ished  that  he  could  hold  his  own 
vith  the  legend  of  the  Bear.  But 
:hiefly  because  he  was  a  gentleman 
ind  a  good  guy.  And  because 
ohnny  "was  slowing  down." 

So  Alabama  went  out  and  painted 
m  old-fashioned  ass-whipping  on 
Vliami.  Beat  them  straight  up,  nose 

0  nose,  down  in  the  trenches  and 
;very  other  way  that  football  con- 
loisseurs  like  to  see  it  done.  At  the 
;nd  of  thc  game,  the  players — 
lational  champions,  now — carried 
itallings  off  the  field  on  their  shoul- 
iers.  When  they  put  him  down, 
lohnny  walked  up  to  him,  held  his 
land  up  for  five,  then  gave  Stallings 

1  hug  and  said,  "Good  job.  Pop. 
jood  job." 

Now  and  then,  nice  guys  do  fin- 
sh  first.  ^ 


Come  on  down  to  Jack  Daniel's  someday  and  watch  us  make  our  smooth  sippin'  whiskey. 

A  JACK  DANIEL'S  RICKER  KNOWS  the 
difference  between  whiskeywood  and  firewood. 

For  the  charcoal  that  mellows  our  Tennessee 
Whiskey,  we'll  only  burn  hard  maple  taken 
from  high  ground.  Anything  else  is  too  soft  and 
would  just  go  to  ash.  ( Jack  Bateman  here  is 
weeding  out  a  stack  of  creek  maple.) 
A  new  man  in  our  rickyard  must 
learn  many  skills  before  we  bring 
him  on.  But  first  is  knowing  what 
wood  makes  the  whiskey.  And 
what  wood  makes  the  fire  you 
sip  the  whiskey  by. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-85  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynctiburg  (Pop  351),  Tennessee  37352 
P/ucc'ti  in  tfii.'  Naliimal  Rc'gistcr  o/  HiMoriL'  Places  by  thc  United  States  Gin'L'rnmL'iil. 


The  Porsche  911  At  30 


The  more  things  change,  the  more  this  classic  sports  car  remains  the  same 


The  Porsche  'Ml  celebrates  its 
3()th  birthday  this  uior.th.  First 
unveiled  at  the  Frankfurt  Auto 
Show  in  September  1963  by  l""erry 
Porsche,  the  911  has  remained  nearly 
identical  to  its  original  incarnation  for 
three  decades.  This  is  the  Brooks 
Brothers  suit  of  sports  ears — comfort- 
ing, lasts  a  lifetime,  not  ideal  for  really 
tall  people. 

The  overwhelming  success  of  the 
911  and  the  fervent  affection  it  inspires 
(fervent  affection=appreciating  \alue, 
vergessen  sie  nickt!)  is  not  only  due  to  technical  superior- 
ity. Porsche  has  had  the  smarts  to  operate  by  a  credo 
most  auto  manufacturers  (indeed,  most  manufacturers 
of  anything)  lack.  It's  not  that  complicated — none  of 


The  '94  Porsche  (Uirrera, 
in  d  isti  Hf<u  ish  a  hie  fro  m  its 
predecessor  of  a  generation 
before  (seen  above). 


this  market  research  stuff — just  a 
cliche:  if  it  ain't  broke,  don't  fix  it. 

The  91 1  introduced  in  '6.^  (original- 
ly called  the  901)  shared  the  basic 
design  of  the  356  it  replaced — an  aero- 
dynamic Volkswagen  bug — but  the 
91  1  added  a  much  more  powerful,  air- 
cooled,  six-cylinder,  rear-slung  engine. 

And  that  was  basically  that.  To  be 
sure,  bells  and  whistles  have  been 
added  over  the  years.  There  have  been 
911S's  (still  with  the  same  boxer  six, 
but  a  two-liter,  170  hp  version  that 
coidd  do  140  miles — not  kilometers,  mind  you — per 
hour);  911T's  (110  hp);  and  911E's  (140  hp)  cruising 
the  world's  highways.  And  excluding  minor  interior 
trim  tlifferences  and  a  different  letter  follow  ing  "911," 


loj  i.ViU  ui;  c: 


they  all  looked  virtually  identical. 

The  late  '60s  and  early  '70s  saw  the 
growth  of  green.  Not  money,  but  eco- 
logical correctness.  So  Feny  Porsche 
set  to  work  on  a  cleaner-burning 
engine,  and  in  '72,  the  six  grew  to  a 
Z.7  liter.  In  a  ve/y  significant  body 
change — this  is  the  911,  remember — 
in  '73  the  small  chrome  bumpers  of 
()ld  were  replaced  with  body-colored, 
impact-absorbing  bumpers  to  meet 
U.S.  safety  standards. 

In  '74  the  911  Turbo  arrived. 
Sometimes  known  as  the  930,  some- 
times not,  the  monster  with  its  tur- 
bocharged  three-liter  six  threw  out 
260  horses  (that's  a  max  of  155  miles 
per  hour).  Its  whale  tail  and  big-ass 
rear  spoilers  prompted  non-apprecia- 
tive 911  owners  to  create  aftermar- 
kei  Turbo  "lookalikes."  We 
disapprove.  Form  musf  follow  func- 
:ion,  after  all.  And  as  the  standard 
?11  remained  its  pristine  self,  the 
Purbo  became  merely  an  option, 
ifour  second  Porsche. 

At  Zuffenhausen,  the  '80s  were 
>pent  perfecting  the  ali-wheel-drive 
/ersion  of  the  car,  and  in  1988,  the 
?11  Carrera  4  was  introduced.  The 
exterior  remained  constant,  but  the 
nternal  changes  made  NASA  look 
ike  a  bunch  of  amateurs.  (\'ou  try 
iiaking  a  rear-engined  car  AWD.) 

The  only  thing  that  definitely  has 
:hanged  over  the  last  three  decades 
s  the  price.  In  1965  a  911  cost 
^6,500;  in  '75  a  91  IS  was  $11,575;  in 
85  a  91 1  Carrera  was  $31,950;  and  a 
93  91  IRS  America  Carrera  Coupe 
vill  run  you  $54,800.  But,  then,  try 

0  find  anything  that  costs  what  it  did 
50  years  ago. 

Through  it  all,  though,  the 
ntegrity  of  the  original  design  of 
he  911  remained.  The  geniuses 
It  Zuffenhausen  have  stayed  true  tt) 
he  rear-slung  engine  and  basic 
;hape  of  the  car  we  love. 

Its  30th  anniversary  proves  the 
)riginal  design  to  be  one  of  the  most 
lexible,  technically  accommodating 
;hape  in  automotive  history.  In  fact, 

1  '64  91 1  and  a  '94  Carrera  are  barely 
iistinguishable.  Who  can  put  a  price 
)n  fidelity.'^  JS 

—  Amy  Li'ME  r 


THE  MONKEY  INTRODUCED 

HIMSELF  TO  THE  ASTONISHED  GUESTS 

by  swinging  from  tree  to  tree  in  the  lush  tropical  gardens  beneath  the  balconies  of  their 
first  floor  suites.  Martin  The  Monkey,  as  he  has  been  affectionately  christened,  was  first 
spotted  on  April  27th,  1993,  lolling  in  the  sun  on  the  pool  deck  of  the  hotel.  Last  seen 
in  sanctuary  at  the  Palm  Court.  Martin  has  now  reputedly  made  Raffles  Hotel  his  home. 
And  added  to  the  legend  that  is  Raffles,  the  grand  old  dame  of  the  East.  Now  fully 
restored  to  all  her  former  glory.  ^  ((^^a|5  j  Raffles  Hotel,  No.  1  Beach  Road. 
Singapore  0718.  Telephone:  337  1886.  Telex:  RS  39028  RHSIN.  Fax:  339  7650 


RAFFL£S  HOTKL  IS  MANACCD  BY  RAFFLFS  INTtRNATIONAL  I  IMITtD.  SINCAPORF 


UNtrtD STATES.  TEL:  TOLL  FREE  (8U0)  ,S2.S  ■180U  OR  FAX  1817)  S  t.S  WM.  CANADA.  TEL:  TOLL  FREE  (1800)  525  ■1800 

RAF61/y,t 


QyAy 


Heads  North 
To  Quebec 


A^i^  this  time  he  brings  his  wife 


"I 


t  doesn't  sound  romantic,  to  me. 
It  sounds  cold.  Cold  is  not 
romantic."  So  says  my  wife, 
Kathy.  For  her  birthday  I've  planned  a  fall 
trip  to  Montreal  and  the  province  of  Que- 
bec. I'm  billing  it  as  "romantic 
adventure,"  although  (full  dis- 
closure here)  I  have  not  pub- 
lished the  entire  trip's  plot  in  our 
official  itinerary. 

Kathy  is  suspicious:  she  sees  a 
Hudson  Bay  blizzard  raging 
around  a  forlorn  cabin  beside  a 
frozen  lake.  I  can't  blame  her:  for 
a  previous  birthday  I  hauled  her 
to  Browning,  Mont.,  because  I 
had  a  fantasy  of  going  into  the 
quarter-horse  business.  The 
motel  where  we  stayed  had  a 
"rent-by-the-hour"  look  and 


rant  just  north  of  the  city;  a  spacious  lodge 
even  further  north;  dinner  on  the  St. 
Lawrence  River  the  night  we  return  to  the 
city.  Not  bad,  I  think.  It  might  even  be  a  good 
cover  for  vet  another  fantasy  of  mine. 


Illustrations  By 
Michael  Witte 


there  was  skim  ice  in  the  toilet  by  morning. 
"Trust  me,"  I  say. 

In  fact,  I've  mapped  out  a  very  civilized 
(and  very  Canadian)  birthday  loop:  bed  and 
breakfasts  in  Montreal;  a  world-class  restau- 


'^Seat  belts  fastened?"  I  say  from  the 
pilot's  side  of  my  sturdy  De  Havil- 
land  Beaver.  I  look  over  my  shoul- 
der at  the  two  Kansas  City  dentists- 
cum-moose  hunters  in  red  plaid 
shirts.  They  seem  to  be  buckled  in. 
Terrified,  but  buckled  in.  I  pull  the 
starter  s-u^itch  and  the  Pratt  &  Whit- 
ney engine  rocks  the  plane  forward 
on  its  floats.  I  have  cast  the  lines  off 
the  dock  and  double-checked  that  the 
moose — gutted  and  cleaned — is 
securely  tied  beneath  us. 

Over  the  nose  I  can  see  the  dark 
red  vraters  of  our  small  horseshoe-shaped  lake.  The 
loon  that  came  in  nc'o  days  before  and  greeted  us  each 
morning  with  its  call  flies  to  a  farther  shore.  The 
wind  is  from  the  north.  A  blizzard  is  brewing.  The 
sooner  I  get  the  moose  back  to  Montreal,  the  sooner 


FYI 
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the  lake  will  he  ours  a  gain. 
''Ruthie's. "  Rtitli  'ie  is  /iiy  ph/iie. 


Mi//e  and  Ka/hy's — r/iiel 


"Quite  lovely,"  says  Kathy. 
"Of  course,"  I  say. 

We  have  arrived  at  Les  Passants  du  Sans  Soucy,  a 
small  bed  and  breakfast  on  St. -Paul  Street  in  Vieux-Mon- 
treal.  The  owners  (Messieurs  Daniel  Soucy  and  Michael 
Banks)  have  converted  their  lobby  into  a  modest  art 
gallery;  upstairs  are  half  a  dozen  or  so  crisp  new  rooms. 

Given  my  hidden  agenda,  I  consider  a  two-day 
stop  at  Les  Passants  du  Sans  Si 
blue-chip  investment.  Romantic 
adventures,  as  it  turns  out, 
have  a  learning  curve  to  them. 

"How  could  I  ever  doubt 
you.-^"  says  Kathy. 

"Beats  me,"  I  say. 


/  taxi  to  the  south  eud  of  the 
lake,  then  turn  to  make  my 
take-off  run.  A.S  I  reach  flying 
speed,  I  ease  back  on  the  yoke 
to  get  altitude  before  I  bank; 
0  the /wise  I'd  put  a  wind  in 
the  water  and  cartwheel 
Ruthie  down  the  lake. 

The  dead  moose  doesn  V 
help  matters.  Neither  do 
these  overweight  guys  in 
back.  Not  to  worry:  Ruthie 
and  I  have  been  in  tighter 
spots. 

I  buzz  hack  over  the 
cabin  wagging  my  wings 
and  looking  at  the  wood  smoke 
coming  from  the  chimney.  By  th~ 
puff  of  it  I  can  tell  Kathy  has  put 
another  log  in  Heniy,  our  big  wood- 
burning  stove.  It  will  be  so  nice  to  come 
home  to,  so  nice  by  the  fire. 


"/  think  the  chef  looks  like 
Salvador  Dali,"  Kathy  says.  He  does, 
now  that  she  mentions  it. 


for  more  civilized  (and  warm)  days  before  our  final  Ic}^ 
into  the  wilderness. 

About  an  hour  north  of  Montreal  are  the  Laurentidesj 
a  small  range  of  mountains  that  provide  pleasant  skiinj^ 
and  the  lodges  that  go  with  it.  There  you  find  the  village] 
of  Sainte-Adele,  which  in  turn  is  home  to  L'Eau  a  la 
Bouche,  an  excellent  restaurant  with  a  generous  win^ 
list.  Its  food  is  prepared  by  one  Anne  Desjardins.  Therd 
is  also  a  lovely  hotel  next  door  where  you  can  stay  oncq 
you've  stuffed  yourself  to  your  outer  skin  with  the  like*| 
of  a  pastry  filled  with  lobster  and  scallops,  or  riz  de  \  eaui 
or  fresh  pike,  or  boned  saddle  of  rabbit — not  to  mentiorj 
a  long  list  of  splendid  cheeses.  After  dinner  yotj 
may  order  up  a  variety  of  brandies  oi 
Cognacs  or  Armagnacs.  You  can  alsc 
hope  for  ten  or  fifteen  minutes  ol 
talk  with  Anne  Desjardins  her- 
self. Anne  is  not  the  kind  ol 
chef  who  takes  bows  at  the 
end  of  the  evening,  but  she 
comes  to  your  table  to  see 
how  you're  doing.  We  were 
doing  just  fine. 

The  next  morning  w 
drove  farther  north  alon 
highv/ay  117  through  the 
Canadian  woods.  By  earl\ 
October  the  leaves  have 
begun  to  change,  anc 
the  colors — especially 
when  framed  by  the 
deep  northern  sky— j 
are  stunning.  One 
sense  we  always  hac 
while    tra\eling  in 
Canada  was  how  mucj 
the  territory  tended  tc 
swallow  you  up.  It's  no 
so  much  Big  Sky  country 
as  Big  W'oods  country 
Everywhere  we  went  there 
was  nearly  nobody  else. 


Montreal  itself  was  worth  more  than  the  two  days  we 
spent  poking  around:  it  is  a  river  town  (an  island  town, 
really — with  the  St.  Lawrence  and  the  Riviere-des- 
Prairies  encircling  it),  and  river  towns  never  seem  to  lose 
their  soul,  no  matter  what  indignities  of  modern  life  are 
visited  upon  them.  In  Montreal  you  get  the  feeling  that 
the  town's  lore,  once  off-loaded  at  the  docks  like  so 
much  cargo,  has  somehow  woven  itself  into  the  physiog- 
nomy of  the  place. 

"I  could  stay  here  until  my  next  birthday,"  says 
Kathy.  No  doubt.  But  my  itinerary  has  us  driving  north 


/  have  dropped  off  my  Kansas  C/t\ 
dentists  and  am  flying  home.  Ruthie" 
P  &  W  is  purring  like  a  fat  cat  by  a  m^ood  stove.  Ahead  I  can  se 
that  the  storm  that  was  making  up  when  I  left  has  moved  in.  I 
will  be  a  rough  go.  "Tve  got  six  pence.  Jolly,  Jolly  six  pence, 
sing  to  myself  to  the  throb  of  Ruthie' s  engine,  and  I  go  rolling 
rolling  home. 


cic 


We  were  coming  into  the  small  town  of  Sainte-Anne 
du-Lac  w  here  I  had  arranged  for  Air  Melan9on  (a  sort  o 
no-schedule  bush  airline  owned  by  Real  Melanyon  an( 
his  daughter  Francine)  to  fly  us  up  to  Le  Domainf 
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Lounan,  a  small  outfitters'  camp  on  a  lake  a  hundred  or 
so  miles  north. 

I  haven't  told  Kathy  about  the  plane:  you  can  get  to  Le 
Domaine  Lounan  by  dirt  road,  but  my  thinking  is  that 
using  a  plane  will  add  a  certain  sparkle  to  the  trip. 
Romance  has  to  have  a  few  surprises.  Who  wants  an 
itinerary  for  a  marriage.^  Besides,  I've  not  only  chartered 
Air  Melan^-on  for  the  flight  to  Le  Domaine  Lounan,  but  on 
our  return  trip  I've  made  arrangements  for  them  to  fly  us 
around  to  various  lakes  of  the  north  country.  It  will  be  an 
aerial  search  for  my  fantasy  lake  in  the  plane  of  my  dreams. 

Ahead,  on  the  lake  that 
edges  into  St.-Anne-du-Lac 
itself,  I  can  see  a  row  of  De 
Havillands  that  are  the  Air 
Melanyon  fleet — one  large 
Turbo  Otter  (the  pride  of  the 
company)  and  three  or  four 
brightly  painted  Beavers 
(known  to  bush  pilots  as  the 
"pick-up  truck  of  the  skies").  It 
is  the  Beaver  that  I  have  char- 
tered over  the  next  three  days. 
The  very  same  one,  now  that  I 
see  her  in  my  mind's  eye,  that  I 
have  flying  home  through  a  rag- 
ing storm:  Ruthie,  where  have 
you  been  all  my  life.'' 

"Why  are  we  stopping  here.''" 
my  wife  says.  There  is  a  certain 
alarm  in  her  voice  that  I  haven't 
heard  since  Browning,  Montana. 
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ceiling  is  on  the  deck.  1  am  fly- 
ing so  low  I  can  hear  the  branches  of  the  trees  brushing  Ruthie' s 
pontoons.  I  know  an  old  trick.  I  pop  open  my  pilot's  side  win- 
dow. I've  got  two  wood  fires  between  me  and  the  one  Kathy  is 
tending.  The  stove  Air  Melangon  burns  at  St.-Anne-du-Lac 
always  smells  a  bit  of  fruitwood  they  get  from  the  village 
orchards,  apple  or  cheriy  wood.  From  there  I'll  steer  north  by 
northeast  until  I  catch  the  scent  of  Le  Domaine  Lounan' s  fire 
place,  which  always  has  some  ash  in  its  scent. 


ed  us,  a  long  table  is  set  for  the  evening's  meal. 

Each  year  in  September — between  the  end  of  fishingj 
season  and  the  beginning  of  moose-hunting  season — Lej 
Domaine  Lounan  converts  itself  for  three  days  into  a  kind 
of  table  d'hote  (the  host  being  Jean-Jacques),  featuring 
Lyonnaise  food  imported — just  like  Michel  Allarousse — 
from  Lyons,  France  itself.  By  dinner  time,  nearly  SC 
patrons  from  all  across  Canada  and  a  number  of  foreign 
countries  will  have  made  their  way  to  the  lodge:  lawyersv 
businessmen,  entertainers  and  some  woodsy  gastronomes 
who  have  heard  the  call  of  the  plateau  de  frontages. 

The  flight  up  to  Le 
Domaine  Lounan  was  not  all 
that  bad:  low  clouds  and  some 
rain  against  the  windshield,  but 
nothing  white-knuckle  about 
it.  Still,  some  soothing  of  pooi 
Kathy  is  in  order. 

"What  do  you  think.''"  I  sa>j 
to  her.  My  hope  is  that  the 
obvious  lavishness  of  Le 
Domaine  Lounan's  lodge,  plus 
the  festive  dinner  table,  will 
have  its  calming  effect.  Sort  oi 
like  taking  the  edge  off  jet  lag 
with  a  long,  neat  Jack  Daniels 

"I  think  the  chef  looks  like 
Salvador  Dali,"  says  Kathy.  He 
does,  now  that  she  mentions  it. 

"What  does  she  say.''"  say? 
Jean-Jacques. 

"Tell  Michel  that  my  wife 
says  he  looks  like  Salvadoi 
Dali,"  I  say.  Jean-Jacquc; 
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"The  chef  comes  from  Lyons.  That  is  the  best  place  in 
France  for  a  chef  to. ..how  do  you  say  in  English. ..'be 
from.'"'" 

"'Be  from'  will  do,"  I  say. 

The  man  who  is  speaking  is  Jean-Jacques  Duclos, 
ow  ner  of  Le  Domaine  Lounan.  The  chef  about  whom 
Jean-Jacques  is  speaking  (Michel  Allarousse),  is  stand- 
ing with  us  in  the  lodge  room.  At  one  end  a  big  fire- 
place is  blazing  away.  From  the  walls,  moose  heads  and 
bear  heads  peer  down  on  us.  Ducks  fly  over  Walleye 
and  Northern  Pike.  Along  the  side  of  the  room  that 
overlooks  the  small  lake  where  Air  Melangon  has  land- 


nods,  and  between  them  a  great  lot  of  French  gets  spo< 
ken  at  some  incredible  rate.  Then  laughter  breaks  out 
Michel  bows  and  takes  Kathy's  hand  for  a  kiss.  She  is  a! 
smiles.  Thank  God  for  hand-kissing  French  chefs  who 
look  like  Salvador  Dali,  not  to  mention  t\\^\x  gateau  de  foil 
grasfrais  de  canard  a  la  fondue  d'epinards. 

a t  can  ^TLoAieR^, 

"Who  is  Ruthie.''"  Kathy  asks. 

We  are  spending  our  last  night  in  Canada  on  Le 
Bateau  Mouche's  dinner  cruise  up  and  down  the  St 
Lawrence.  Moonlight  streams  into  the  boat.  Brisk  wait 
ers  scurry  about;  I  have  ordered  a  bottle  of  Champagne. 

After  two  days  of  stuffing  ourselves  on  astoundin; 
Lyonnaise  food  a  la  Salvador  Dali,  Air  Melagon's  trust; 
Beaver  came  back  early  one  morning  to  fly  us  out. 
almost  called  them  to  bring  in  the  turbo  Otter  because 
thought  we  might  have  gained  too  much  weight.  W< 
spent  that  day  flying  from  lake  to  lake  in  northern  Que 
bee  before  we  returned  to  Sainte-Anne-du-Lac,  and  thei 
the  next  day  bv  car  back  to  Montreal. 


"What?"  I  ask. 

"You've  been  talking  in  your  sleep  again,"  she  says. 
'Who's  Ruthie.''" 

"Ruthie's  my  plane,"  I  say.  "Trust  me,"  I  say.  How 
nany  wives  would.'' 

"You've  also  been  singing  again." 

"'Jolly,  jolly  sixpence,'"  I  say. 

"It's  difficult  to  tell,"  Kathy  says. 

"Do  I  smell  like  woodsmoke.'*"  I  say. 

"Now  that  you  mention  it,"  she  says.  The  waiter 
)rings  the  Champagne.  Two  tables  over  I  notice  a  cou- 
)le  of  men  in  red  plaid  shirts. 

"finally,  I  can  smell  Henry,  our  wood-burning  stove.  I  think 
iat/iy  must  have  heard  Ruthie  and  cranked  open  the  flue  so  Vd 
'et  a  good  stiff  whiff  of  the  smoke.  There  is  nothing  but  blackness 
xnd  storm  clouds  around  me.  Now  comes  the  tricky  part. 

Just  as  I  pass  over  our  cabin  I  cut  the  engine  and  listen  for 
he  loon.  In  blows  like  this  he'll  have  backed  himself  up  against 
he  far  northern  shore  of  the  west fork  to  get  out  of  the  wind.  If  I 
an  catch  his  call  it  will  line  me  up. 

"Do  you  remember  the  loon  we  saw  on  that  lake  yes- 
erday  when  I  had  the  pilot  fly  us  around.''"  I  say. 
"The  small  lake  shaped  like  a  horseshoe.'*" 
"Yes,"  I  say. 

"I  love  the  way  they  call,"  Kathy  says.  "It  is  as  if  they 
ire  talking  to  you." 


"I  think  of  that  loon  as  sort  of  radio  beacon.  The 
Instrument  Landing  System  of  Lake  Horseshoe  that 
guides  me  and  Ruthie  back  to  you  and  Henry." 

"Who's  Henry.-*  Who's  Ruthie.''"  says  Kathy.  "What's 
this  Lake  Horseshoe.''" 

"It's  where  we  live,"  I  say.® 
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Sainte-Adele,  Quebec,  Canada  JOR  ILO;  514- 
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Le  Domaine  Lounan,  Diane  Cuerrier,  CP.  178, 
Sainte-Joseph-du-Lac,  Quebec,  Canada  JON  IMO; 
514-942-4005. 

Air  IVlelan9on  Inc.,  2  Chemin  Tour-du-Lac,  Sainte- 
Anne-du-Lac,  Quebec,  Canada  JOW  IVO;  819-586-2220. 

Quebec  Ministre  du  Tourisme:  800-363-7777. 

Le  Bateau  Mouche,  Au  Vieux-Port  de  Montreal, 
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RoBER  r  Day  is  the  author  of  The  Last  Cattle  Drive  (a 
novel),  and  Director  of  the  O'Neill  Literary  House  at 
Washington  College  in  Chestertown,  Aid. 
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Cowboy  Hats 
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is  generally  credited 
with  the  invention  of 
the  cowboy  hat,  though 
I  recall  a  Rembrandt 
painting  of  a  Polish  sol- 
dier of  fortune  who 
seems  to  be  wearing 
one.  Under  the  ostrich 
feather.  Anyway,  John 
B.  was  heading  out  into 
the  Great  Plains,  a  place 
notably  short  on  shade 
and  things  to  duck 
under  when  the  weather  turned  off  bad,  so  he  made 
up  a  hat  he  called  the  Monarch  of  the  Plains.  Looked 
pretty  much  like  the  big  white  hat  in  this  picture. 

Cowboys  is  as  vain  and  romantic  as  you  can  get, 
and  not  much  afflicted  with  common  sense,  or  they'd 
do  something  else.  A  good  deal  of  attention  is  now 
paid  to  the  particular  shape  and  size  of  the  hat,  by  way 
of  announcing  where  you  cowboy  from,  and  is  about 
as  important  as  hemlines. 

Big  Dave  at  the  Priest  Hat  Company  possesses  this 
dingismus  which  he  drops  over  your  head.  Little 
beechwood  blocks  on  pins  stick  out  and  tell  him  the 
dings  and  cicatrices  of  your  skull.  Or  you  can  send  him 


a  measurement.  A 
sketch.  Big  Dave  will 
make  up  any  kind  of  hat 
you  want.  The  fur  felts 
vary,  all  the  way  up  to 
thick  and  luxurious 
beaver,  still  the  best 
of  felts. 

Dave's  small  and 
select  manufacturing 
enterprise  is  typical  of 
industry  in  the  West, 
consisting  of  Big  Dave 
and  some  machines 
from  an  attic.  About  all 
the  20th  century  has  given  us  I  can  call  truly  useful  is 
duct  tape  anyway,  and  well,  boys,  there  you  have  it. 

Dave  does  not  yet  offer  "distressed"  hats — some 
hatmakers  will  artfully  dirty  the  hat  up  for  you — and 
my  suggestion  that  he  make  up  the  "New  Yorker" 
model  by  spraying  the  hat  with  automatic  gunfire  and 
adding  a  broken  skylight  has  met  with  a  most  rude 
response,  even  though  my  royalty  request  was  modest. 

Priest  Hat  Company,  P.O.  Box  37,  Eagle,  Idaho  83616. 
208-939-4287.  A  custom-made  hat  will  run  you  from 
$120  for  a  5X  felt  (that's  50%  beaver)  to  $198  for  pure 
beaver  fur  felt.  IS 
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were  created  to  ward  off  evil.  Protect  your 
computer  with  the  Gargoyle  shown  above.  Other 
designs  adapted  for  many  decorative  uses  at 
home,  the  office,  or  as  Gardengoyles.  They  are 
part  of  our  unique  collection  of  replica  European 
sculpture  and  architectural  artifacts. 

FREE  Color  Catalogue 
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CALL:  1-800-356-4SAKE 
FAX:  (503)  357-1014 

MOMOKAWA  SAKE,  LTD. 
920  ELM  STREET 
FOREST  GROVE,  OREGON  97116 


Travel  in  Luxury 

for  a  fraction  of  retail 


European 
Flair 


Designer 

Travel  Bags 

Discounted  40-60% 

With  over  40  years  in  the  hand 
^ag  and  traveibag  industry,  HTP  Int'l  is^ 
nnaking  its  first  public  offering  of  its 
exclusive  designs  directly  to  you. 
^With  a  one-year  subscription  for_^ 
^nly  $5,  get  an  introductory^ 
jift  for  free  and  enjoy^ 
^ips  for  shopping 
.  and  travel. 


H.T.P.  International  Co.,  Ltd. 
(800)888-9505   FAX  (206)  441-4068 


aTaloG 


CONNECTION 


Catalog  Marketers- 
Don't  miss  the  next 
Catalog  Connection 
appearing  in  May  1994. 

Call  Linda  Loren  for  details 
212-620-2440 
Fax:  212-620-2472 


America's  Largest  Fine  Watch, 
:)iamond  and  Jewelry  Discounters 


SAVES  YOU  UP  TO  50% 

lOlEX  •  RAYMOND  WEIL  •  PATEK  •  OMEGA 
CARTJER  •  BREirUNG  •  BERTOLUCCI 
BAUME  &  MERCIER  •  &  OTHERS 

LAUQUE  &  BACCARAT  CRYSTAL 
MONTBLANC  PENS 
DIAMONDS  •  PEARLS 
SILVERWARE 


SALES  •  SERVICE 
ACCESSORIES 

^  815  CONNECTICUT  AVE. 
SUITE  204 
WASHINGTON,  D.C.  20006 

202/331-0671 
800/654-71 84  ^ 


ALAN  NMRCUS&CO 

ELEGANT  PRICE  CUTTERS  SINCE  1973 
Free  Shop  at  Home  Catalog 

No  Tax  to  Oul-of  StatG  Customers 


Recorded  Books,  Inc.. 

'rincc  Frederick  MD  2l)fi7X 


died  the  ^ms  oj  Histor-^.^ 

Museum  Quality  Reproductions 


?evcl  in  our  large  selection  of  high  qual- 


y  reproductions  of  stunning  militaria. 
words  from  'Excalibur'  to  Samurai, 
rmour  from  desktop  to  lifesize.  All  beauti- 
illy  displayed  in  our  large  full  color  cata- 
g.  Experience  the  power.  $3  catalog  price 
■funded  with  first  order.  1-800-866-Z538 

giie  'I\pWe  CoIIeclion 
P.O.  Box  831  Dept.  FY  -  Merrifield.  VA  221 16 


Recorded  Boot 

BSmd  Cloms 

BbylonyHillerman 

Jsten  to  unabridged  Recorded  Books "  on  cas- 
iette  performed  by  expert  narrators  while  you 
Irive.  John  Grisham's 
The  Firm,  Patricia  D. 
Zom well's  Cruel  & 
Unusual  and  over  900 
nore!  Call  for  a  free 
ntroductory 
;atalog:  l-(800)- 
338-1304.  Ask 
ibout  our  easy 
entals  by  mail. 


*^  f  Christian 
^^OUNAIX 

THE  ZODIAC 
COLLECTION 

Beautiful  Gifts  With 
A  Personal  Touch 
Luxurious  Silk  Scarves 
Fine  Etched  Crystal 
V  Distinctive  Jewelry 
For  A  Free  Catalog 
Fax  (516)  467-3122 
or  call 
.   1-800-SODIACS  ^ 
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CAVIARTERIA 


FALL  SAVINGS-20%OFF! 


Free  Catalog 

Bargain 
Books 

Overstocks,  Remainders,  Imports  and 
Reprints  from  all  major  publishers. 
Books  recently  priced  at  S20,  S30.  $40— 
now  as  low  as  SI. 95.  S2.95,  S3. 95. 

Choose  from  thousands  of  titles  monthly 
Including  hundreds  of  new  arrivals. 

Over  40  subject  areas:  Business,  Poli- 
tics, Biography.  History.  Literature,  Phi- 
losophy, Sports,  Art,  Nature,  Health  and 
more  from  yesterday's  best-sellers  to  titles 
you  never  knew  existed! 

Fast  Shipment,  normally  within  48  hours, 

and  a  monevback  guarantee. 

HAMILTON 

Box  15-378,  Falls  ViUage,  CT  06031 


Albert  Andrews  Ltd? 

MADE-TO-ORDER  MENSWEAR 

Our  Custom  Order  Kit 
puts  you  in  charge  of 
every  detail ! 

Custom-Made  Trousers 

Crafted  to  your  specifications  in  our  U.S.  work- 
rooms. S175to$225.  To  receive  our  CiAStom  Order  A";/ 
with  actual  samples  of  our  100%  worsted  fabric,  call 
l-800-'=i43-7848.  Kit  JS.OO,  refundable  with  order 
Albert  Andrews  Ltd.,  10  Newbury  Street.  Boston. 


ENJOY  THE  WORLD'S  BEST  CAVIAR. 
SMOKED  SCOTTISH  SALMON.  FOIE  GRAS. 
DELICIOUS.  AFFORDABLE.  CELEBRATE! 

—  X  Call  for  a  Free  catalog. 

(eavmieri^  1-800-4-CAyiAR 

Overnight  FEDEX  Shipping 

29  East  60th  St.  /  New  York, NY  10022 
^'^^  RFVt^:>^  (212)  759-7410  /(8001 4  CAVIAR 


1-800^4  CAVUR 
WORLD  CLASS 
CAVIAn 


Cheat  At  Tennis 


TENNIS 
TUTOR 


Your  Very  Own 
Portable  Tennis 
Ball  Machine 

Practice  Like 
the  Pros  ! 

1-800-448-8867 

for  FREE  brochure 


Hand  Crafted  from  Select  Fine  Vilootk' 
From  $1,295.00  •  Length  18"-36"  y 

SEACRAFT^" 


C     L     A  S 


7850  E.  Evans  Rd.  Ste.  109,  Scottsdale.AZ  85260 
^     (602)998-4988  »  FAX  (6021 998-2314  B 

For  Our  Catalog  Call  (800)  356-1987 


TURNING  UP 

~  THE  — 

VOLUMES 

The  Serendipity  Bookstore 
IS  A  bibliophile's  dream 


By    Anthony     W  e  I  I  e  r 

I T  IS  OF  TEN  CALLED  THE  GREATEST  BOOKSTORE 
in  the  llnited  States;  one  of  London's  lead- 
ing antiquarian  booksellers,  no  slouch  him- 
self, named  it  the  finest  in  the  English 
language.  Serendipity  Books,  in  Berkeley, 
California,  has  become  the  ideal  of  what  a  lit- 
erary, secondhand  bookstore  can  be,  regarded 
with  reverence  and  amazement  by  others  in 
the  field.  Serendipity  has  set  standards  for 
knowing  and  acquiring  not  only  books  but  the 
ephemera  that  accretes  around  writers.  It  dif- 
fers from  somewhere  like  the  Strand  in  New- 
York  City  just  as  a  select  warehouse  differs 
from  a  jumbled  attic. 
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□  SPVDER  vs.  SPIDER;  1973  FERRARI  345  GIS/4  DAVIONA 
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□  VALUE  GUIDE  TO  ITAUAN  SPORTS  «  EXOTICS 


rami 


fililil^lRisaiiinl 
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COllECTOR  CAR  MARKET  1993  2003 
1  PORSCHE  PROFIIES  STATS  ON  STREET  i  RACE  CAPS 
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GALL,  FAX  OR  MAIL  IN  TODAY 


1-81X^-233-1731  or  FAX:  (813)-281-1 215 

2me:  


idress: 


ty,  State,  Zip: 
tone:  


Check  One:     □  2  years  (  24  issues  )  $75.00^' 

□  1  year  (  12  issues  )  5i9.95* 

Payment  Enclosed       □  BUI  to  credit  card 

Visa  "I  MasterCard         3  American  Express 


ird  No. 


_Exp.  Date 


gnature  _ 


duPont  Publishing,  Inc.  P.O.  Box  25237  Tampa.  Florida  33622 

asealkw6ia  «  weeks  for  delivery.  "Florida  residents  add         Florida  m//<-\      iiohil  $42  55/1  wui.  .S7y..w:  \ 
ladiaii  pnve:  Add  $20.00 per  year  {GST included)  Oiher  Foreign:  Add  $f>0  01)  pci  \  fui  Ml  pu\nw<iis  in  U.S  lumis  onl\ 
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Price  Guide 
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l.^onit->lit:,  AiiliLjuo.  Special  Intcrt-st  ' 


Centre  eok 
well-being 

Choice,  The  Ultimate  Luxury 
The  impetus  was  simple.  The 
execution,  inspired.  Tlie  result, 
unparalleled.  The  Centre  for 
Well-Being.  A  destination  like  no 
other,  unfolding  in  the  tradition- 
rich  Sonoran  Desert  of  Arizona. 
To  enjoy  with  your  family  or 
simply  on  your  own.  Here  you  can 
raise  your  spirits.  Indulge  your 
senses.  And  most  importantly, 
exercise  your  personal  choice  of 
what  a  spa  vacation  should  be. 


THE  PHOENICIAN 

Call  The  Phoenician  or  your  travel  professional  today. 
Reservation  Office:  800-888-8234-602-941-8200' 

6000  East  Camelback  Road 
Scottsdale,  Arizona  85251  •  FAX:  602-947-4311 

A  m©mt>ef  of 

■Th^=^adin^Jiotelsofth<fmHd'm-223-bm 


As  proprietor,  creator,  resident 
baseball  fanatic  and  ruling  mind, 
Peter  Howard  has  been  in  the 
book  business  for  30  years. 
Though  Serendipity  is  a  general 
bookstore,  with  stock  under  most 
subject-headings,  Howard  special- 
izes in  literature  of  all  sorts.  This 
involves  modern  first  (and  later) 
editions  of  English  and  American 
literature;  fine  printing;  literary 
manuscripts  and  archives;  little 
magazines;  screenplays.  He  has 
entire  shelves  of  Jack  London, 
Steinbeck,  V.S.  Naipaul,  Virginia 
Woolf;  entire  bookcases  of 
Graham  Greene,  Nabokov,  Henry 
Miller,  C.S.  Forester,  Joyce  Carol 
Gates.  One  enormous,  well-orga- 
nized room  holds  35,000  volumes 
of  poetry.  An  upstairs  contains 
over  26,000  volumes  of  American 
fiction.  You  wander  through  one 
vast,  high-ceiiinged  room  after 
another,  lose  your  way  among  the 
tightly  packed  shelves,  and  sooner 
or  later  realize  this  is  not  a  book- 
store, but  a  national  treasure. 

"I've  got  300,000  really  decent 
books  in  here,"  says  Howard. 
"Nobody,  no  single  bookstore,  can 
handle  it  all.  You  could  just  as  eas- 
ily fill  this  place  with  only  fishing 
books,  or  with  film  books." 

No  categorizing  can  give  any 
indication  of  the  treasures  Howard 
has — or,  with  his  three  full-time 
assistants,  can  find  for  you.  If 
you're  looking  for  Borges's  person- 
al copy  of  a  C.S.  Lewis  book,  or 
rare  editions  in  Russian  of  early 
Nabokov  novels,  or  a  few 
Christopher  Isherwood  or  Jack 
Kerouac  letters,  or  an  unfilmed 
Faulkner  screenplay  in  typescript, 
turn  to  Serendipity. 

In  a  profession  known  for  its 
eccentrics,  Howard  has  a  reputa- 
tion as  a  Character,  less  for  his 
appearance  (like  a  genial 
Rasputin)  than  the  brilliance  of 
his  occasional  catalogues,  which 
are  equal  parts  good  scholarship 
and  salesmanship.  He  is  current 
president  of  the  Antiquarian 


Booksellers  Association  of 
America,  and  sees  his  profession 
as  often  misunderstood  and 
misrepresented. 

"Everyone  who  writes  about 
the  antiquarian  book  business 
emphasizes  price  rather  than 
service.  We  serve  customers  by 
getting  a  book  for  them  at  the 
cheapest  possible  price.  We  serve 
libraries  in  the  same  way — we've 
sold  to  every  institution  in 
the  country." 

He  waves  off  questions  about 
book  collecting  as  investment 
only,  the  glamour  of  financial 
(as  opposed  to  cultural)  value — 
though  feeding  this  desire  keeps 
many  antiquarian  bookstores 
going. 

"I  despise  price  guides,"  he 
says.  "They  get  the  emphasis  all 
wrong.  Price  is  the  /ast  thing  of 
importance.  The  first  is:  Why.^ 
Why  buy  it.''  Why  is  the  book 
important.^  If  the  first  reason  is  the 
money,  then  reconsider.  In  any 
case,  the  most  overpriced  books 
are  modern  books,  within  the  con- 
text of  the  prices  of  other  cen- 
turies' books. 

"As  an  investment,  collecting 
books  is  a  ludicrous  way  for 
someone  to  attempt  to  increase 
their  capital  assets.  And  it  can  be 
expensive,  depending  on  what 
you  choose  to  collect.  Most  peo- 
ple don't  realize  what  the  range 
of  possibility  is  around  an  author. 
If  you're  serious,  really  serious, 
about,  say,  John  Steinbeck,  then 
you're  into  it  for  $100,000  over  a 
lifetime.  If  a  guy  walks  in  an 
wants  a  complete  set  of  F.  Scott 
Fitzgerald  first  editions,  in  per- 
fect dust  jackets,  immaculate 
condition,  everything,  we'll  get 
them  within  a  year.  It's  a  matter 
of  how  much  he  wants  them  and 
how  much  money  he  has. 
They're  all  out  there  and  can  be 
had,  except  possibly  the  first  T/iis 
Si(/e  Of  Paradise  because  too 
many  people  want  it.  A  first  edi- 
tion of  T/ie  Great  Gatsby  in  a  per- 


NoiseBustefHif  1 

active  noise  reduction  headset       ^fl^^^^^^p,'-^^^^^ i 


feet  dust  jacket,  will  set  him 
baek  around  $20,000.  But  if 
someone  wants  the  book,  rea//]' 
wants  it,  then  it's  at  the  other 
end  of  the  telephone,  or  soon 
will  be.  But  this  sort  of  thing 
represents  only  about  three 
percent  of  what's  out  there 
of  interest. 

"And  why  collect  books  sim- 
ply by  the  numbers.''  Are  you 
adding  anything  to  the  world.'^ 
It's  an  aesthetic  act,  the  idea  of 
a  collection:  completing  the 
structure,  adding  to  the  culture, 
expanding  the  culture.  When 
people  come  in,  they  have 
blinkers  on.  I  try  to  take  the 
blinkers  off.  I  want  to  be  trusted 
by  my  customers — I'll  share  my 
knowledge  with  them.  And  I  try 
to  confront  people  about  their 
reasons  for  collecting,  but 
there's  no  right  or  wrong.  IViey 
inform  me. 

"I've  wanted  to  do  four  cata- 
logues a  year.  I  end  up  doing  a 
catalogue  every  four  years.  It's 
an  inefficient  way  to  sell  books." 
Still,  he  is  justly  proud  of  them, 
particularly  of  his  643-page 
Faulkner  catalogue,  the  most 
complete  bibliography  ever 
assembled  for  the  largest  private 
Faulkner  collection  ever.  It 
ranges  from  English  and  foreign 
editions  of  his  books  to  the  19th- 
century  Mississippi  maps,  the 
writer's  last  will  and  testament, 
and  private  letters.  A  typescript 
of  Faulkner's  first  book  of 
poems  is  priced  at  $75,000. 

He  insists  there  are  still 
great  collections  to  be  made. 
"The  guy  with  the  greatest 
Twain  collection  built  it  in  the 
last  25  years.  Preposterous! 
Everyone  thought  it  too  late  to 
collect  Twain." 

He  points  out  that  new  areas 
are  always  developing.  Recent 
Serendipity  catalogues  detail 
collections  of  Vietnam  war  liter- 
ature (over  400  items),  fiction 
and   poetry   related   to  the 


NoiseBuster  can  reduce  annoying  noise 
by  50-95%,  while  leaving  desired  sounds, 
such  as  speech,  music  and  warning  signals 
clearly  audible. 

Use  the  comfortable,  lightweight  NoiseBuster: 
-  in  the  plane,  car,  bus,  truck,  boat,  train,  subway,  city,  home,  office 
-  with  lawn  mowers,  vacuum  cleaners,  home  power  tools,  computers,  fans 
-  and  in  many  other  everyday  situations  where  noise  is  a  nuisance. 

Use  NoiseBuster  in  conjunction  with  your  portable  audio  equipment  or  in-flight 
entertainment  system  to  reduce  environmental  noise,  and  enjoy  better  audio  quality. 

How  does  "active"  noise  reduction  work? 

Microphones  in  both  headset  earcups  listen  to  the  offensive  noise, 
feed  that  information  to  the  NoiseBuster  electronic  controller 
where  it  is  analyzed,  and  an  anti-noise  wave  is  generated.  When 
the  anti-noise  meets  the  offensive  noise,  that  noise  is  reduced. 


$149  +  shipping/handling 

JtC^^  NOISE  CANCELLATION  LECHNOLOGIES,  INC, 

800  Summer  Street,  Stomford,  CT  06901 


To  order,  call  toll-free: 

800-228-3141 

Visa/MasterCard  accepted 


For  complete  store  listing  and  illustrated  catalog,  contact:  Alden  Shoe  Company,  Dept.  9F,  Middleborough,  MA  02346, 1-800-3254252. 


petroleum  industry  (nearly  600  items),  and  Why?  For  all  the  reasons.  Boredom  with  television. 

American  fiction  of  the  1960s  (over  2,100  items).  Because  they  liked  the  books.  Because  they  suspect- 

And  today,  he  adds,  there  are  more  small  presses,  ed  that  books  might  hold  their  financial  worth.  Books 

more  fine  presses,  and  more  desktop  publishing  of  are  objects  of  aesthetics  and  value,  seen  against  the 

fine  books  than  ever  before.  volatility  of  international  currencies.  On  the  other 

"What  people  are  willing  to  buy  has  vastly  expand-  hand,  there's  so  much  secret  knowledge  required. 


ed.  All  the  barriers  are  being  bro-  - 
ken  down  between  what  people 
previously  thought  to  collect. 
For  example,  baseball  has  been 
co-opted  by  book  people. 
Screenplays  form  the  largest  sin- 
gle body  of  unpublished  materi- 
al by  excellent  writers.  Both 
F'aulkner  and  McMurtry,  to 
name  only  two,  produced  some 
40-odd  screenplays  each.  They 
just  weren't  at  hand  20  years 
ago,  but  now  they  are. 

"All  through  the  '60s  and  '70s 
increasing  numbers  of  people 


Peter  Howard  insists 
there  are  still  great  col- 
lections to  be  made. 
'The  guy  with  the  greatest 

Twain  collection 
bl  ilt  it  in  the  last  25  years. 
Preposterous!  Everyone 
thought  ri  TOO  late  to 
COLLECT  Twain." 


"I'm  seeking  books  at  every 
waking  minute — but  Fm  not  as 
aggressive  as  some  people.  I 
don't  have  trouble  getting  books 
in  the  door.  The  cost  is  less  than 
you  might  think,  and  people 
send  me  books  to  sell  for  them. 
Fm  constantly  trying  to  replace 
stock.  The  physical  effort,  of 
administration  and  research,  is 
enormous.  But  we  deal  in  books 
because  they  carry  so  much  emo- 
tional baggage.  They're  trans- 
portable and  have  all  this  freight 
inside,  plus  they're  the  only  con- 


went  into  the  so-called  antiquarian  business — selling 
books  you  couldn't  get  currently  from  the  publisher. 
Many  were  academics  like  myself,  seeking  an  alterna- 
tive lifestyle.  We  all  sensed  there  hadn't  been  any 
increase  in  the  book  business.  And  then  at  some  point 
suddenly  everyone  was  interested  in  buying  books. 


ductor  of  that  freight.  Books  are  our  cultures,  far  more 
than,  say,  stamps  or  coins.  Books  are  perfect." 
Serendipity  Books,  1201  University  Avenue,  Berkeley,  CA 
^4102.  510-841-7455.  Telephone  inquiries  welcome. 

Anthony  Weller  is  a  writer  living  in  Gloucester,  Mass. 
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OWN  AN  ORIGINAL 

PIECE  OF 
AMERICAN  hflSTORY 

Imagine  displaying  in  jwirhome  or  office 
an  original  letter  o^ocument  signed  by 
Abraham  Lincoln.'^jeorge  Washington, 
Thomas  Jeffersory  Robert  E.  Lee  or  George 
Armstrong  Cus^r!  Now  you  can  own  aidv- 
an  authentiq^iece  of  American  history! 

Profiles  in  History  is  the  nation's  lea<ting 
dealer  of  premium  quality  autographs, 
maintaining  the  finest  selection  of  original 
letters,  historical  documents  and  vintage 
signed  photographs  to  be  found  anywhere, 
at  surprisingly  modest  costs. 

All  material  comes  with  our  lifetime 
guarantee  of  authenticity. 

You  owe  it  to  yourself  to  find  out  more 
about  this  exciting  field! 

Call  toll  free 
1-800-942-8856 

FullY-ilusuated  catalogues  issued  qmrteiiy  by 
subsaipikm.  Inquiries  wekome. 

PROFILES  IN  HISTORY 
345  North  Maple  Drive,  Suite  202, 
Beverly  Hilts.  CA  90210 


Cover  story:  JiBiffsfv-,, 
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Auction-packed:  that's  the  way  we  like 

OUR  AUTUMNS  AND  HERE's  A  SELECT  CROP 

OF  EXOTIC  GAMES,  SCIENCE  FICTION  CLASSICS, 
MELODIOUS  MUSIC  BOXES  AND  CLASSIC  COUTURE. 

Fantasy,  Science  Fiction  and  Horror 
Literature,  Swann  Galleries,  New  York 

"Eccentric"  is  the  polite  way  to  describe  the  oddball, 
obsessed  collector  and  seller  of  over  30,000  science  fiction 
and  horror  books.  This  man,  the  owner  of  Fantasy  Archives, 
was  recently  beamed  up  to  the  hereafter,  and  the  entire 
inventory  of  his  rabbit-warren  bookscore,  a  third-story  loft 
apartment  in  Manhattan's  West  Village,  is  up  for  auction. 
Fantasy  Archives  has  been  known  on  the  East  Coast  as  a 
premier  dealer  of  science  fiction  for  the  last  20  years. 
Most  business,  however,  was  conducted  by  mail- 
order; few  souls  dared  to  venture  between  stacks 
of  Stephen  King  books,  H.  Rider  Haggard  ncn  els 
and  other  wacky  titles.  The  cataloguers  of 
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In  San  FranciscOy 
there  s  one  hotel 
the  world 
calls  home. 


Experience  the  warmth  that 
has  brought  travelers  from  around 
the  world  to  the  Palace. 
The  magnificent  architecture. 
The  awe-inspiring  Garden  Court. 
The  tradition  of  service  excellence. 
The  versatile  mix  of  classic  and 
ultra-modern  meeting  spaces. 

Let  the  Palace  capture  your  heart. 
For  reservations,  call  your 
Travel  Planner  or  Sheraton 
at  800-325-3535. 


SAN  fKANClSCO 

2  NEW  MONTGOMERY  STREET 
SAN  fRANCISCO.  CAtlFORNIA  94105 
PHONE  A 1 5-392  8600  FAX  4 1  5-543-067 1 

ITT  Sheraton  Luxury  Collection 


Swann  Galleries  are  having  a  hell  of 
a  time  making  sense  of  the  contents 
of  the  apartment,  which  bursts  floor- 
to-ceiling  with  titles  like  Lost  On 
Venus,  Revolt  in  2100  and  Orphans  Of 
The  Sky.  The  updated  inventory 
resided  only  in  the  owner's  head. 

Swann. Galleries  will  be  holding 
two  sales  featuring  books  from 
Fantasy  Archives.  Gems  of  the 
first  include  an  inscribed  and 
signed  1957  copy  of  Isaac 
Asimov's  The  Naked  Sun 
(estimate:  $800-$l,200),  and 
Ray  Bradbury's  first  book. 
Dark  Carnival,  published  in 
1947  ($600-$900).  Fantasy 
Archives  was  also  a  clearing- 
house of  Stephen  King 
books,  and  many  inscribed 
and  limited  signed  copies 
by  the  master  of  horror  are 
in  the  sale,  including  a  pre- 
sentation set  of  The  Plant  in 
three  volumes  from  1982-85 
($3,000-$4,000).  There  will  be 
1,800  lots,  and  estimates  range 
from  $100-$6,000.  A  second 
auction  featuring  classic  mas- 
ters of  fantasy  and  science 
fiction  will  be  held  in  early 
winter  1994,  and  will  include 
an  extensive  selection  of 
books  by  H.  Rider  Haggard, 
and  works  by  Talbot 
Mundy,  Arthur  Machen 
Lord    Dunsany  and 
H.G.  Wells. 

The  20th-century 
Science  Fiction,  Fantasy 
and  Horror  Literature 
sale  is  on  October  14  at 
Swann  Galleries,  New 
York.  Contact:  Caroline 
Birenbaum,  212-254-4710 


Couture,  Antique 
ClotKing  and  Accessories, 
William  Doyle,  New  York 

The  first  major  couture  sale  of  the 
'90s  will  feature  over  300  lots  by 
almost  every  important  couture 
designer  of  this  century.  Each 
decade  is  represented:  late  19th- 
century  bustle  dresses;  "racy"  1920s 
Chanels;  1930s  evening  dresses 
from  Jean  Patou  (pictured),  Maggy 


Rouff  and  Charles  James;  post-war 
tailored  suits  by  Hardy  Amies 
($300-$500)  and  an  emerald  green 
faille  ball  gown  by  Balenciaga 
($3,000-$5,000);  the  New  Look 
dresses  by  Dior,  Jacques  Fath  and 
Givenchy;  and  a  silver  lace  mini 
dress  and  a  leopard  print  suit  from 
the  '60s.  Thankfully,  there's  no 
mention  of  '70s  polyester- 
knit.  Whether  you  can 
squeeze  into  these  dress- 
es or  not  is  up  to  you; 
most  couture  dresses  are 
sized  very  small.  Many 
buyers  will  be  museums 
and  collectors,  not 
upscale,  bargain-hunt- 
ing flea-marketers  like 
you  and  me. 

Stage  dresses  from 
the  1930s  and  '40s 
worn  by  the  recently- 
departed  contralto 
Marian  Anderson  are 
another  highlight  of  this 
sale.  Anderson  is  often 
best  remembered  for 
her  performance  at  the 
Lincoln  Memorial  on 
Easter  1959,  an  event 
arranged  by  former  First 
Lady  Eleanor  Roose- 
velt. She  was  also  the 
first  black  to  sing  at 
the  Metropolitan 
Opera  House,  in 
1955.  A  selection 
of  her  tiny  size-fourj 
dresses  include  a 
Bergdorf  Goodman 
white  silk  crepe 
embroidered  with 
gold  ($600-$900)  and 
a  1940s  dusty  pink  wool  evening 
dress  embroidered  in  pewter  and 
blue  by  John  Wanamaker  &  Co., 
Philadelphia  ($750-$l,000). 

Accessorize  your  new  purchases 
with  costume  jewelry  from  the  pre- 
dominantly French  collection  of 
American  fashion  designer  Adele 
Simpson.  Over  150  brooches,  belts, 
pins,  earrings  and  necklaces  by 
designers  including  Chanel,  Yves 
Saint  Laurent  and  Balenciaga  are 
estimated  at  $100-$2,500.  Shoes 


A  1930's  black  crepe 
Patou  dinner  dress  with 
jewel  embroidery  at 
William  Doyle 


Leda  Amd  The  Swam 
Beckons  Collectors  to 
Sotheby's 


Nineteenth  Century  European  Paintings, 
Drawings  and  Sculpture  including  Property  from 
The  Forbes  Magazine  Collection,  New  York 


This  enchanting  painting  by  Jean-Leon  Gerome,  is  just 
one  of  the  outstanding  works  of  art  included  in  Sotheby's 
upcoming  sale. 

Auction:  October  13,  1993  at  10:15  a.m.  and  2  p.m. 

Exhibition:  Opens  October  8,  1993 

Inquiries:  Nancy  Harrison  at  (212)  606-7140,  Sotheby's, 
1334  York  Avenue,  New  York,  NY  10021 

Illustrated  catalogues  are  available  at  our  offices  and  gal- 
leries worldwide  and  through  the  mail.  To  order  with  a 
credit  card,  please  call  (800)  444-3709. 


SOTHEBY'S 

FOUNDED  I7H 


The  World's  Leading  Fine  Art  Auction  House 

©Sotheby's,  Im.  John  L.  Marion,  primipal  ,uic  lioin-i-i .  #5;;4728 


„  We 
Restore 

The 
Classics. 


For  about  what  it  costs  to  get 
your  favorite  shoes  repaired,  you 
can  have  them  renewed  with'the 
soles  responsible  for  their  original 
performance.  For  vour  nearest 
Vibram Authorized  Dealer,  call. 

1-800-V1BRAM-7 


Vibram  Authorized  Dealer 


The  Sole  And  Heart  of  The 
World  s  Finest  Footwear 

QuabauQ  Cutporation  is  ine  e«clusive  licensed  manulaclure'  ol  Vibram  soles 
in  USA  Vibrsm  is  the  registered  trademark  of  Vibram  SpA  of  llaly 


MooKUN  Academy  of  Music  presents 
the  Royal  National  Theatre  of 
Great  BRmm  production  of 

Madness  o 


r       ((M'lftejt  Af/ 

"Alan  Benne: 

(///•ectec/  /jt/ 

Nicholas  hVtner 


Tour  sponsors:  Northwest  Airlines,  Guinness  pic 
Primary  BAM  sponsor:  AT&cT 

Sept  28  through  Oct  10 
with  Thu,  Sat  &  Sun  Matinees 
BAM  OPKRA  HOUSK  $40,  30,  20, 


10 


Call  Ticketmaster  (212)  307-4100 


Cylinder  box  which  was  presented 
to  Theodore  Roosevelt  by  the  Swiss 
government,  probably  as  a  gesture  of 
good  will.  Or  maybe  good  luck, 
because  Roosevelt  was  Police 
Commissioner  of  New  York  City 
when  the  Swiss  gave  him  this  gift, 
sometime  between  1H88  and  1890. 
The  27-inch-long  inlaid  wood  case 
has  crossed  Swiss  and  American 
flags.  Inside  tiny  gold  American 
eagles  strike  the  bells  to  play  12 
songs,  including  "The  Star- 
Spangled  Banner"  ($4,()()()-$6,000). 

The  most  prominent  American 
piece  is  a  Good  Mills  Novelty 
Company  Violano-Virtuoso  (com- 
monly known  as  a  Nickelodeon) 
from  the  1920s.  Accompanying  the 


"77?^  Mountain  Man"  by 
Frederic  Remington  at  Grogan 

Nickelodeon  is  a  library  of  60  rolls 
of  music  ($25,000-$30,000). 

Included  in  the  sale  are  70  works 
of  automata  from  the  Merrick  col- 
lection— musical  key-wind  dolls 
that  move  in  sequence  to  a  tune. 
Other  musical  items  include  rare 
singing  bird  boxes,  musical  toilet 
cases  (go  figure),  clocks,  watches 
and  jewel  cases. 

On  the  block  September  10 
and  11  at  Wolf's  Fine  Arts. 


Contact:  Thomas  Eville,  800-526. 
1991  or  216-575-9653. 

"The  Mountain  Man" 
by  Frederic  Remington, 
Grogan  St  Company,  Boston 

A  chronicler  of  the  vanishing  West 
and  one  of  the  most  macho  artists! 
ever,  Frederic  Remington  (1861- 
1909)  painted  over  3,000  oil  paint-| 
ings,  wrote  several  books  and  cast  15 
bronze  sculptures  in  his  lifetime. 

"The  Mountain  Man"  was  ini- 
tially conceived  in  1905  and  is  one 
of  the  first  examples  of  Remington's 
work  to  be  acquired  by  thej 
Metropolitan  Museum  of  Art  for  its! 
permanent  collection.  Between 
1903  and  1908  Remington  made 
several  changes  to  the  model,  pri- 
marily to  the  shape  of  the  horse'si 
tail  and  the  position  of  the  man'si 
right  arm. 

"The  Mountain  Man"  featuredl 
here — a  28'/2-inch  bronze  with] 
brown  patina,  numbered  "No.  12" 
beneath  the  base  and  inscribed 
"Copyright  by  Frederic 
I  Remington" — is  one  of  the  early 
work-in-progress  casts,  making 
this  bronze  more  interesting  than 
later  casts  (especially  those  made] 
posthumously).  The  estimate! 
($175,000-$225,0O0)  may  bej 
lowball.  Cast  No.  10  of  "The| 
Mountain  Man"  went  for  $260,000! 
at  Sotheby's  in  May  1992. 

On  sale  December  6  at  Grogan 
&  Company,  Boston.  Contact: 
Martha  Richardson,  617-566-41()a 

Chess,  Gambling  and 

Gaming  Auction, 
Metropolitan  Arts  and 
Antiques  Pavilion,  New  York 

Here's  a  game  people  played — 
"Wakouwa."  And  no  wonder:  thei 
brilliantly  colored,  20-inch  cardboard 
disks  come  with  over  50  pages  of] 
"W'akouwa  Roulette  Roules."! 
Developed  by  a  Mr.  W.K.  Walss  in' 
Zurich  in  the  1920s,  Wakouwa  was 
patented  in  17  countries,  including} 
the  U.S.  on  December  7,  1929,  but 
never  produced.  Still,  this  game  is| 
possibly  a  one-of-a-kind  prototypel 
of  Wakouwa   and,   if  nothing 


The  Forbes  Magazine  Collection  of 
Orientalist  Paintings,  Drawings, 
Watercolors  and  Sculpture 


Auction  to  be  held  Thursday,  October  14,  1993  at  10  am  and  2  pm 
in  our  galleries  at  502  Park  Avenue,  New  York,  NY  10022. 
Viewing  is  October  9  through  October  13. 
For  further  information,  please  contact 
Polly  Sartori  at  212/546-1173. 
For  catalogues,  please  telephone  718/784-1480. 


Detail;  Jean  Joseph  Benjamin  Constant,  Mocrish  Pwcesstoii, 
oil  on  canvas.  Estimate:  S3(l,()l)()-5f).(K)() 


CHRISTIES 


THE  CREAM  OF  THE  MAIL-ORDER  CATALOGUE! 


Some  call  it 

utunui;  some  call  it  fall.  We 
all  it  catalog:ue  season — and 
ore's  a  sampler: 

What  s  your  point?  Blunt,  niedi- 
m  or  fine,  when  you  keep  this  classic 
oston  pencil  sharpener  close  at  hand. 

era  #1566T   $27.95 

jorty's   800-543-8633 

This  magnificent  leather  brief 
ig  is,  frankly,  ever  so  much  cooler 
an  the  pedestrian  attache. 

em  #5420   $602 

)ach   800-223-8647 

Baffled  by  the  hundreds  of 
-ands  in  the  shampoo  aisle  at  your 
cal  mega-drugstore?  So  were  we.  So 
e  ordered  J.R.  Liggett' s  Old- 
dshioned  Bar  Shampoo,  'from  an 
'd  New  England  recipe. "  Very  com- 
7ct,  very  nice. 

em  #990-549   $9 

;al  Goods  800-762-7325 

^1  "Cuuuuuuute !"  That's  all 
'at  Allison  Moir  could  say  when 
\e  saw  this  traditional  sock  mon- 
'y,  made  from  Rockford  red-heeled 
ickworks.  But  then,  she  has  a 
eakness  for  things  like  this. 

em  #G450  $19.95 

hat  On  Earth   216-963-6554 

Brewskis,  brm^skis,  brvwskis:  Beer 
cross  America  is  aiding  and  abetting  tlie 
ue  Renaissance  of  American  brewing, 
very  month  they  'II  send  you  a  six-pack 
om  two  different  American  micro-brew- 
ies,  and  keep  you  abreast  of  the  popular 
merit.  $14.95  a  month,  plus  shipping 
sts  which  vary  by  state. 
;er  Across  fimerica  ...800-854-BEER 

Mondo  Cane:  a  French  mahogany 
me  stand,  circa  1840,  is  Just  the  place  to 
'ep  your  blackthorns,  shillela^  and  other 
egant  and  ribald  crutches.  $12,500. 
'antes  II  also  has  other,  less  expensive 
■tickholders. ") 

imes  II   212-355-7040 


Puttin '  on  the  Ritz. .  .and  then 
shootin '  'em  off.  The  company  says  this 
Crvcker  Thrvwer  is  a  way  to  beat  those 
tiresome  clay  pigeon  shards.  We  say  it's 
the  most  exciting  thing  to  happen  to 
serving  hors  d'oeuvres  in  years. 

Item  #05254  $19.50 

Orvis  800-548-9548 

No-core  values.  No-skin  values, 
either:  In  the  season  of  apple  pies,  crisps 
and  Brvwn  Bettys,  this  apple  peeler  has 
a  vital  time-saving  role  to  play. 

Item  #63-364  $25 

Real  Goods   800-762-7325 

The  Unholy  Trinity.  And  on  a 
tie  yet.  This  is  really  radical  chic. 

Item  21461   $18 

Wireless   800-669-9999 


[•^  Okay,  babe,  let's  rock.  And  rock 
and  rock  and  rock  and  stay  out  of 
Mommy  and  Daddy 's  hair  for  a  while. 

Item  #84807   $59.95 

Perfectly  Safe   800-837-KIDS 

We're  not  sure  whether  you  want 
to  take  them  out  in  the  cold  and  damp, 
but  these  good-looking  handmade  St. 
Andrews  Putters  are  just  the  ticket  for 
putting  in  your  office. 
Item  #4703181  (bone  china)  ...$159.95 

Item  #47030M  (original)  $139.95 

Hammacher  Schlemmer . .  .800-543-3366 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELM 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 
>  H^pi  world's  finest 

scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 

lay  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
( )f  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 


Though  it's  far  from  the  stresses  of  everyday  life,  j 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight; 

Find  out  more  about  this 
paradi.se  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  tO! 
Errol  Ryland,  Manager,  5 L( 
Box  149,  Fort  Garland,  CO 
81133,  orcaU  1-800-FORBES-5 
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GOLF  ART  GIFTS 


specializing  PRTTTQl 

in  fine  golf  art.    D  tiii 
photos,  gifts 
and  collectibles. 


INKS  '■ 


Original  artwork 
Limited  editions 
Ball  display  racks 
•  Antique  club  displays 


A.  29"  X  22"  B.  29"x22"  C.29"x22" 

A.  St.  Andrews  Map  with  Lithograph  $135  B.  Augusta  Map  with  Lithograph  $135 
C.  Pebble  Beach  Map  with  Lithograph  $135 

GREAT  GOLF  COURSES  OF  THE  WORLD 

Collectors  take  note.  Full-color  reproductions  of  detailed,  scale  drawings  of  over  200  of  the  greatest  golf  courses  in  the  world 

as  depicted  byj.  Paterson  Izatt,  internationally  known  Scottish  golf  architect/artist. 
Call  toll-free  to  order  and  for  fret-  catalogue  of  complete  list  of  courses  and  framed  prices.  Catalogue  includes  other  fine 
golf  art,  gifts  and  collectibles.  Great  for  promotions,  gifts  and  prizes. 

BRITISH  LINKS  GOLF  CIASSICS  1-800-348-4646  AMEX  YISA/MC  (214)  458-1957 


SERVICE 

AN  EXCITING 
OPPORTUNITY  FOR  DIRECT 
RESPONSE  ADVERTISERS 

FORBES  FYI  appeals  to  executives 
who  live  their  lives  with  a  sense  of 
style  and  can  afford  to: 

These  are  readers  who  have 
money  to  spend  on  sports,  travel, 
leasure  activities  and  other  finery. 

Tempt  them  with  your  special 
products  and  services. 

Call  Linda  Loren 
(212)  620-2440  FaK(212)  620-2472 
for  more  informotion 


EXECUTIVE  GIFTS 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

•  Over  500  Aviation  Display  Models  Available  •  Custom  Model  Building  Services  Available 

SHOWCASE  MODEL  CO. 

P.O.  Box  470,  Dept.  FYI-93-09 


State  College,  PA  16804-0470 
Hours;  M-F  9:30am  -  7:00pm 


P-47D  JUG  (1/32nd) 
@$109.95  +  7.50  S/H 


(800)  441-9524  -  Orders 

(814)  238-8571  -  Catalogs  (■^  I 

(81 4)  238-8572  -  FAX  WW  | 

WORLD'S  LARGEST  MAKER  OF  AEROSPACE  REPLICAS 


You  see  things;  and  say  "WJiy?' 
But  I  dream  things  that  never 
were;  and  I  say  "Why  not?" 

-  George  Bernard  Shaw 


( CLASSICS,  ILLUSTRATED  ) 


Illustration  by  Nanette  Biers 


Tdon't  know  what  you  mean  by  realities.  The 
Xonly  reality  to  me  is  this." 

She  met  the  words  with  a  long  silence,  during 
which  the  carriage  rolled  down  an  obscure  side-street 
and  then  turned  into  the  searching  illu- 
mination of  Fifth  Avenue. 

"Is  it  your  idea,  then,  that  I  should 
live  with  you  as  your  mistress — since  I 
can't  be  your  wife.'^"  she  asked. 

The  crudeness  of  the  question  star- 
tled him:  the  word  was  one  that  women 
of  his  class  fought  shy  of,  even  when 
their  talk  flitted  closest  about  the  topic.  He  noticed 
that  Madame  Olenska  pronounced  it  as  if  it  had  a 
recognised  place  in  her  vocabulary,  and  he  wondered 
if  it  had  been  used  familiarly  in  her  presence  in  the 
horrible  life  she  had  fled  from.  Her  question  pulled 


From 
The   Ace  Or 

I  N  N  O  C  E  N  C  E 

My  Mdith  iVhut-ton 


him  up  with  a  jerk,  and  he  floundered. 

"I  want — I  want  somehow  to  get  away  with  you 
into  a  world  where  words  like  that — categories  like 
that — won't  exist.  Where  we  shall  be  simply  two 
human  beings  who  love  each  other,  who 
are  the  whole  of  life  to  each  other;  and 
nothing  else  on  earth  will  matter." 

She  drew  a  deep  sigh  that  ended  in 
another  laugh.  "Oh,  my  dear — where  is 
that  country.''  Have  you  ever  been 
there.''"  she  asked;  and  as  he  remained 
sullenly  dumb  she  went  on:  "I  know  so 
many  who've  tried  to  find  it;  and,  believe  me,  they  all 
got  out  by  mistake  at  wayside  stations;  at  places  like 
Boulogne,  or  Pisa,  or  Monte  Carlo — and  it  wasn't  at  all 
different  from  the  old  world  they'd  left,  but  only 
rather  small  and  dingier  and  more  promiscuous."® 
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Cadi  l  l  a  c 
DeVille  Concours 

Creating  A  Higher  Standard 


A  HIGHER  STANDARD  OF 


he  all-new  Cadillac  DcVille 
oncours  for  1994  has  a  corn- 
nation  of  qualities  you  have 
:ver  experienced  before. 
>ERFORMANCE 
The  DeVille  Concours  is 
;signed  to  stand  the  test  of 
me.  With  a  V8  Northstar 
y'stem  that  allows  you  to  travel 
)0,000  miles  before  your  first 
heduled  tune-up.  A  Road- 
;nsing  Suspension  that  reads 
le  road  one  inch  at  a  time  at 
)  miles  per  hour,  calibrated  for 

ove-soft  leather.  I ,iiie(ir-<iniiiied 
hrano  Tn'ooeJ.  Er<io/io)nically 
wed  controls.  .Ml  eonie  together 
a  handcrafted  invitation  to 
^erience  DeVille  Con  con  rs. 


response  and  control.  And  a 
Traction  Control  system  that 
senses  wheel  slippage  at  any 
speed  and  compensates 
instantly. 

CO IM  FOR  1 

An  oasis  of  comfort  and 
serenity,  the  interior  cabin 
accommodates  six  adult 
passengers-with  perforat- 
ed leather  seating  areas  and 
hand-polished  Zebrano  wood 
SAFETY 

DeVille  Concours  extends 
safety  technology  with  the 
Airbank  System.  It  provides 


supplemental  protection  for  all 
three  front-seat  passengers.  A 
steel  safety  cage  coupled  with 
side-guard  door  beams  enable 


doing  l>e\ond  federal  regulations,  the 
.Mrhtink  System  helps  protect  all  three 
front-sci/t  passengers. 

the  DeVille  Concours  to  pass 
1997  model  year  federal  side- 
impact  standards  today. 
Please  call  1-800-3.1V4CAD. 
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What  he  lacks  in  charisma, 
he  makes  up  for  by 
accomplishment. 
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Eating  the 
other  fellow 
is  not  necessarily 
the  best  way 
to  survive. 
^^■1  107 


Selling  class  action 
for  the  best  price 
he  can  get. 
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ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST 
148  YEARS.  IT'S  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON 
WHOLE  LIFE  POLICIES  CONTINUOUSLY  THROUGH  EVERY  STOCK 
MARKET  CRASH,  DEPRESSION,  RECESSION,  AND  BOTH  WORLD 
WARS.  IT  ALSO  GAVE  US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE 
TRAP  THAT  BEFELL  MANY  INVESTORS  DURING  THE 
MONEY-MAD  EIGHTIES.  WE  HAVE  ALWAYS  BELIEVED  |J||2g| 
IN  QUALITY  CONSERVATIVE  JUDGMENT  NOT  BRASH  AND  FLASH. 
SO  AT  A  TIME  WHEN  COUNTLESS  OTHERS  WERE  RUNNING  HEAD- 
LONG INTO  FORECLOSURE,  WE  WERE  INVESTING  PRIMARILY  IN 
INVESTMENT-GRADE,  FIXED-INCOME  SECURITIES.  ALL  THE  WHILE 
MAINTAINING  A  PROFITABLE  PRESENCE  IN  SELECTIVE  REAL  ESTATE, 
VENTURE  CAPITAL,  ENERGY  AND  CONVERTIBLE  SECURITIES.  AS  A 
RESULT  OUR  CLIENTS  HAVE  CONTINUED  TO  PROSPER  AT  A  TIME 
WHEN  MANY  OTHERS  H.WEN'T  TO  FIND  OUT  HOW  YOU 

TOO  CAN  PROFIT  FROM  SUCH  THINKING,  CALL  US  AT 

1-800-695-4331.  BECAUSE  WHEN  jggjjlg   IT  COMES  TO  INVESTING, 
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Our  se#hless  neck. 
Ifs  enough  to  convince  you  that 
not  all  turtlenecks 
are  cut  from  the  same  cloth. 


We  could  tell  you  tons 
about  a  Lands'  End  turtle- 
neck.  But  today,  lef  s  focus  on 
the  neck.  Because  what  we 
put  into  that  is  enough  to 
make  you  feel  warm  all  over. 

For  one  thing,  our  neck  is 
rib-knit  to  size  in  a  single  piece. 
So,  there's  no  need  for  a  seam. 
Now,  if  you've  ever  worn  a 
turtle  that  has  a  seam  here, 
you  know  how  it  can  rub  and 
chafe  you.  Doesn't  happen 
with  ours. 

Another  thing:  our  neck, 
like  our  body,  is  made  of  100% 
long-staple  cotton,  or  a  cot- 
ton/poly blend,  if  you  prefer. 
But  we  add  a  touch  of  Lycra® 
spandex  to  it  This  lets  the 
neck  s-t-r-e-t-c-h.  You  can  roll  it 
into  a  turtleneck,  and  wash 
it  time  and  again  -  and  it  won't 
sag  or  poop  out  like  some. 

A  neck  is  not  a  neck 
is  not  a  neck. 

A  neck  has  a  hard  life.  Just 
think  of  the  trauma  it  goes 
through  every  time  you  puU  it 
over  your  head.  So,  we  add 


another  bit  of  Lycra®  spandex 
where  the  neck  connects  to  the 
shoulders.  When  you  squig- 
gle  through.  It  gives  a  little. 

(Some  turtlenecks  use  a 
piece  of  cotton  tape  here.  It 
doesn't  stretch  the  same  way; 
it's  likely  to  pucker  and  tear.) 

We  could  tell  you  lots  more 
about  the  neck  -  and  obvious- 
ly, about  the  rest  of  our  turtle. 
It's  neck  and  shoulders  over 
anybody  else's.  Well  just  men- 
tion one  other  thing:  the  price. 

**What^  Only  $15?" 

It's  only  $15  for  men's  or 
women's  regular:  same  as  it's 
been  for  four  years  now. 
(Tall  and  larger  sizes  are  a  lit- 
tle more.)  Thafs  astounding 
when  you  think  of  everything 
we  put  into  these  beauties. 

But  it's  not  astounding 
when  you  know  Lands'  End. 
You  see,  we've  built  our  whole 
business  on  giving  our  cus- 
tomers quality  products,  at  a 
fair  price.  And  that's  as  true  of 
our  sweaters  and  buttondown 
shirts,  our  soft  luggage  and 


home  furnishings,  as  it  is  of 
our  turtles. 

In  fact,  we're  so  eager  to  do 
right  by  you,  we  make  an  un- 
conditional guarantee.  In  two 
words:  Guaranteed.  Periodf 

See  for  yourself.  Simply 
call  us  here  in  Dodgeville, 
Wisconsin,  any  time,  day  or 
night,  and  ask  our  friendly 
operator  for  a  catalog. 

Then  go  shopping  in  it 
whenever  the  spirit  moves  you. 


©1993.  Lands'  End,  Inc. 


To  get  our  free  catalog,  call 
1-800-356-4444 

Or  mail  this  coupon  to: 

1  Lands'  End  Lane,  Dept.KY 

Dodgeville,  WI  53595 

Name  


Address - 


-Apt. 


City  

State  

Phone i_ 


.Zip. 


Day/ Night 
(circle  one) 
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Ifyoujust  knew  when  opportunity 
vas,oin,  to  knock,  you  could  pre- 
pare for  it.  Put  out  a  memo.  Clean  up 
he  conference  room.  Order  some 
',a,els  But  these  days  opportunity 
■ings,  buzzes,  beeps,  connects 
raimits,  relays,  computes  and  , ru^^ 
,tthe  speed  of  light.  Occasumalh  It 
night  even  show  up  in  person.You 
have  to  be  the  first  to  spoilt 

At  Sprint,  we  know  what  that  s 

i 


all  about.  After  alL^vehaven^mi^s^^^^ 
abeatsinceopenseasonwa  U^^^^^^^^^ 
on  the  communications  industiy 
ZckinmZAndtodaywe'rM^ 
communications  company  to  oft 
local  global  and  cellular  capability. 

%\tadvancedhi^^^^^^^^^^ 
Zsion.Globalvideoconft'rencing^^^^^ 
Zd  of  course,  our  trademark  voice 

cLty  to  over  290  countries  and 

Be  there  now. 


locations  around  the  world 

But  It's  more  than  that.  It's  mov- 
ing smarter  and  faster  Anticipating 

need.s.  Delivering  new  technologies 
ZLanvone  else.  Because  all  you 
rlgetisalife-longseriesofright 
and  one-time-only  chances.The 

trick  is  to  be  there  for  them. 

With  Sprinl.vou  don't  have  to 

wait.  1-800-PIN-DROP 


Sprint 
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Why  nice  guys  finish  first 


Rita  Koselka 


Some  mon  i  h.s  ago  a  talented  British  freelance 
writer.  Matt  Ridley,  did  an  article  for  us  detailing 
how  modern  game  theory  and  genetic  biology 
are  combining  to  Icjd  economics  aw  ay  from  the 
old  Newtonian  paradigm  of  a  clockwork  uni 
verse.  The  new  thinking  brings  economics  into 
line  with  modern  game  theon'  and  the  latest 
genetic  research.  We  didn't  run  the  article  be- 
cause we  had  trouble  relating  the  theoiy  to 
everyday  reality. 

Then  Rita  Koselka  disccn  ered  Professor  Ban\' 
Nalebuff,  who  uses  similar  insights  in  a  popular 
coiuse  called  Indix  idual  Decision  Making  at  the 
Yale  School  of  Organization  anci  Management.  Kc:)selka  had  exten 
sive  inten'iews  with  Nalebuff  and  with  scientists  from  many  disci 
plines.  Exalted  and  exhausted  from  the  intellectual  challenge 
Koselka  savs:  '■''It  reminded  me  again  of  the  greatest  appeal  ami 
frustration  of  journalism — you  talk  to  the  people  who  are  the  best  ii 
their  field  and  you  feel  stupid  half  the  time,  but  then  a  bulb  lights  ii| 
and  vou  get  it.''  Koselka  got  it  so  well  that  she  is  able  to  explain  thi 
highh'  intellectual  research  in  terms  of  the  workaday  world  of  airliik 
and  cigarette  price  wars,  of  rising  taxes  and  rent  controls.  In  th' 
editing  we  drew  freely  on  Ridley's  manuscript. 

The  surprising  conclusion  is  this:  In  business,  self-interest  temi 
pered  with  altruism  beats  pure  self-interest  almost  eveiy  time.  Tun 
to  page  107  to  learn  why  nice  guys  don't  fmish  last. 


Do-it-yourself  schooling 

In  "The  ultimate  school  choice:  no  school  at  all,"  page  144,  Davi< 
Churbuck  sa\'s  home  schooling  for  kids  rec]uires  that  either  mom  () 
pop  stop  working.  So,  we  did  a  little  arithmetic.  You  ha\  e  three  kid^ 
and  the  local  public  schools  are  so  bad  you  need  to  send  them  t« 
private  day  school  at,  say,  S  10,000  each.  Let's  say  one  of  the  parent 
earns  $50,000  a  year  and  the  other  considerably  more.  If  the  lower 
paid  one  stays  home  with  a  computer,  a  blackboard  and  the  kids 
eliminating  the  tuition  bills  would  more  than  compensate  the  loss  c 
aftertax  income.  Not  considering  the  psychic  benefits. 


Get  Hot  or  Go  Home 

On  Shpi  .  29  William  Morrow  brought  out  a  \\\'dy  book.  Get  Hot  a 
Go  Home — Trisha  Tcanvood,  The  Making  of  n  Nnshvillc  Star.  It  ha 
already  created  a  stir,  with  Billboard,  that  famed  music  sheet 
excerpting  it  July  31 .  The  book  is  an  outgrowth  of  Lisa  Gubernick' 
Mar.  2,  1992  FoRiu-.s  ccn  er  stoiy  on  Garth  Brooks.  In  her  new  booj 
Gubernick  takes  readers  into  a  world  where  singers  and  songs  are  ncj 
just  icons  but  products  to  be  marketed  like  soap  or  shoes. 


4/.  ^^<p^ 
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W  SEND 
A  niVCKAGE 
ABROAD 
WITHOUT 


A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service^^  fronn  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
innportant  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


siderably less,  often  under  half 
our  competitors  charge.* 

For  your  free  EMS  starter 
1  800  456-3600,  Ext.  521. 

If  you're 
tired  of  paying 
a  bundle  for  all 


your  overseas 
packages,  we 
deliver  for  you.  I 


"based  on  published  rates 


1993  U  S,  Postal  Service 


United  States  Postal  Service 


The  future  has  arrive 


New  PS/2  E 


What's  inside 


Power  supply,  24  watts 

Save  power.  Help  save  the  earth 

/          10  4"active  matrix  TR  Color  Monitor  or 
/              PS/2  14"  Energy  Saver  Color  Monitor 

Either  one.  a  great  energy-saving  \ 
ergonomic  choice  \ 

1                   New  Quiet'  Touch  keyboard  with 
\       frackPoint  1 1 ,  And  optional  numeric  keypad 

One  IS  right  where  you  write.  The  other  1 
is  right  where  you  calculate.  / 

\                 Processor  486SLC2  50/25  MHz 
\_           16KB  Cache.  Up  to  16MB  memory 

Who  says  you  can't  be  fast  and  powerful  / 
and  still  consume  less  power''  ^ 

Hard  disk  drive  120MB 
^Ss,,^^^    PCMCIA  {2  01)  slots.  4  Type 
^*s„,_^^^    Is  or  lis  or  2  Type  Ill's, 

Lots  of  room  to  grow,  stretch, 
connect  and  add  new 
capabilities  ^^^^^d"^ 

Human  by  design. 


i\S/2  I'-  is  Ikmx'.  Ivisliionably  early. 
More  ihiU)  a  new  look.  A  new 
vision.  A  iH'w  body, a  new  spirit, a 
new         oI  t'oiiipiitor.  I  ho  |)ow(M- 
iiil  lH6,Si ,( 12  lhat  us(>s  less  [xivvcr 
tfum  othrr  IH  !s.  Dramatically  less. 
I JH  rj;v  Star  fompliant.  Dt-siiined 
lo!  ^Mcatcr  !f«  \(  laiMlitv.  I  inally, 
('<  ol()ii\  iTircK  Icchnoloiiv. 


Thin, active  matrix  TP'T  (;olor 
screen.  A  masterpiece  on  your 
desk.  Or  look  into  the  Energy 
Saver  Color  Monitor.  Large, 
crisp,  clear  images.  Easy,  t  lexi- 
ble,  digital  controls.  CPU  base 
only  I2"square,  2.5"  high 
(includes  PCMCIA).  Tuck  it 
away.  Out  of  sight.  No  fan. 


Ergonomics  everywhere.  Flicl 
free  screens.  Brilliant  colors. 
Borderless.  Two-part  keyboar 
truer  to  your  hands  and  habit 
With  unique  TrackPoint  If 
pointing  device  built  in.  Poin' 
where  you  want  the  cursor  to 
Works  like  the  tip  of  your  lin^ 
Welcome  to  natural  computir 


Hush,  hush.  And  very  cool. 

,  '  -  1  FT)  ,s  inilially  available  in  hinted  quantities  IBM,  PS/2,  Quiet  and  HelpCenter  are  registered  trademarks  and  TrackPoint  II  is  a  tradem 
s  Corporation  ©  1993  IBM  Corp 


56  it  with  existing  applications 
id  networks.  Or  as  a  stand- 
one.  Either  way,  it's  in  a  class 
1  itself.  Can  form  follow 
inction  to  truly  enlightened 
isign?  Absolutely.  Just 
atch  PS/2  E  lead  the  way. 


Look  into  the  future.  Call  your 
IBM  marketing  representa- 
tive or  the  Personal  Systems 
HelpCenter"  at  1  800  772-2227 
lor  the  IBM  authorized  dealer 
nearest  you. 


fOLLDW-THBOUCH 

EDITED  BY  GRAHAM  BUnON 


President  and  Editor-in-Chief 

MAI.C;OLM  S.  FORBES  JR. 
Chairman 

CASPAR  VV  VVKINBERGER 
Vice  Chairman 
c:HRISr()PHKR  FORBES 
Executive  Vice  President 
LEONARD  H.  YABI.ON 
Publisher 

IHFFRHY  M.  CUNNINGHAM 
Vice  President-Administration: 
Scott  R.  Yabloii 
Vice  President-Treasurer: 

Joel  li  Rcdici 

Vice  President-General  Coimsel: 

Tci  iciicc  O'C  Connor 

Vice  President-Secretary: 

Scan  P.  Hcg.irty 

Vice  President-Consumer  Marketing: 

John  M.  rhoi  iiton 

Director  of  Circulation: 

Laurence  1!.  Freeman 

Director  of  Administrative  Resources: 

Man-  Ann  Oaiiner 

Director  of  Corporate  Communications: 

Bruce  H.  Rogers 

Director  of  Corporate  Press  Relations: 

F^li/abetli  S.  Ames 
Director  of  Public  Affairs: 

Margaret  Kell\' 

Director  of  Data  Processing: 

Joseph  J.  De  Martc 

Controller: 

LariT  F;.  Kayne 

Director  of  Purchasing: 

Teresa  Franclosa 

Vice  President-Advertising 

and  Promotion 

STEPHEN  G.  NK;0LL 

Director  of  Advertising: 

William  J.  Flatley 

Director  of  International  Advertising: 

Peter  M.  Sclioff 

Director  of  Advertising  FVl: 

Ellen  S.  Dweck 

Director  of  Advertising  ASAP: 

Ward  I.  Flock 

Director  of  Conference  Sales: 

Deborah  Hancot't 

New  York:  Russell  C^herami,  Mgr.; 

George  C.  Clissold,  Cons.  Adv.  Mgr., 

Evelyn  Mitchell,  Mgr.,  FYI 

Susan  I^.  Toscani,  Dir.  Special  Sections  Sales; 

Peter  T.  Mallox-,  Dir.  Econ.  Dev. 

Christopher  C:iark,  Ted  Gramkow  , 

Joseph  A.  Gutherz,  Michael  McCormack, 

Hunter  G.  Millington 

Donna  Tarr,  Linda  Loren 

Atlanta:  John  H.  Reock,  Mgr. 

Boston:  Jean  Nicolas  Carter,  Mgr. 

Chicago:  I^avid  C.  Nordhoff,  Mgr.; 

William  J.  Powers  Jr. 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  David  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Faic  Rucker,  Mgr.; 

Jill  S.  Harris 

Philadelphia:  Michael  McOirmack,  Mgr. 

San  Francisco:  Ward  J.  Flock,  Mgr.; 

Candace  J.  Alexander 

Washington,  D.C.;  Kelly  FjiieiT,  Mgr. 

International: 

James  W.  LaCarignola,  Dir.,  Intl.  Adv., 
Latin  America,  Philippines,  Korea, 
Christian  M.  Frost 

Hong  Kong:  Jane  G.  Flowers,  Dir.,  Intl 

Ad\ .,  Southeast  Asia 

London:  Steven  Rau,  F^uropean  Mgr. 

Tokyo:  Hirowo  how  ,  Japan  Regional 

Ad\ .  Dir.;  Hiroyuki  Nakagawa, 

Japan  .Adv.  Sales  Mgr. 

Market  Development: 

Robert  Kohn,  NLirisa  Marks,  Carol  Nelson 

Advertising  Business  Manager: 

Marc  R.  Handler 

Patricia  Deckelnick,  Adv.  Services  Manager; 
John  Weinberg,  Ana  Maria  Miranda, 
Diane  Contonzo 

Joyce  McCracken,  Mgr.  Sales  Information 


Happy  wife 


AbOU  1  FIVE  YEARS  ACK)  FORBES  callcd 

George  Petty  the  paper  industr)''s 
happiest  tycoon  (Jitne  13,  1988).  We 
spoke  too  soon. 

At  the  time,  Petty,  chairman  of 
Montreal's  Repap  Enterprises,  was 
riding  an  up  cycle  in  paper  prices.  The 
rising  prices  had  turned  Repap's 
losses  in  the  early  1980s  into  big 
profits,  and  Pett)''s  58%  stake  in  the 
company  was  worth  around  $350 
million.  But  then  the  cycle  turned 
down  again,  just  as  highly  leveraged 
Repap  was  digesting  a  $1.8  billion 


Repap  Enterprises'  George  Petty 
Whipsawed  by  paper  prices. 


capital  spending  program.  Red  ink 
flowed  again.  By  late  1992  the  price  of 
Repap's  stock  (it  trades  on  Nasdaq) 
had  plunged  from  11  ¥4  in  mid -1988 
to  below  1 V2,  valuing  Petty's  holding 
(now  down  to  33%)  at  around  $42 
million. 

But  once  again  Pett\'  is  making 
happy  sounds  as  the  pendulum  swings 
back  his  way.  Prices  for  coated  paper, 
Repap's  main  line,  are  up,  the  heavy 
capital  spenciing  is  boosting  produc- 
tivity and  Repap's  stock  was  recently 
at  3  V4.  In  the  June  quarter  cash  flow — 
operating  earnings  after  interest  ex- 
pense but  before  depreciation — 
turned  positive;  Petty  expects  Repap 
to  be  profitable  again  next  year. 

"My  wife  is  running  around  here  in 
a  big  yellow  shirt  that  says,  'Happiness 
is  a  positive  cash  flow,'  "  laughed 
Pett\'  when  FoRl?ES  reached  him  at  his 
home  in  Montreal. 


Corrections  depa]*tment 

Recent  reports  in  the  New  York 
Times  that  a  key  antiballistic  missile 
test  in  1984  was  rigged  have  proved 
to  be  false,  according  to  Les  Aspin, 
Bill  Clinton's  Secretaiy  of  Defense. 


That's  good  news  for  Forjjes;  we 
praised  the  direct  hit  of  a  ground- 
based  interceptor  missile  on  an  in- 
coming warhead  (July  16,  1984). 

There  was  an  ounce  of  truth  in  the 
Times  report.  The  first  three  attempts 
in  what  was  called  the  Homing  Over- 
lay Experiment  had  carried  an  explo- 
sive charge  set  to  trigger  if  there  was  a 
near  miss — the  idea  was  to  fool  Soviet 
monitors  into  thinking  the  U.S.  had  a 
successful  new  weapon.  But  missiles 
fired  in  all  three  tests  missed  by  too 
wide  a  margin  for  the  trickery  to  be 
tried.  By  the  time  of  the  fourth — and 
successful — test,  the  Department  of 
Defense  had  dropped  the  effort  to 
fool  Moscow. 

The  need  to  develop  a  ground- 
based  antimissile  defense  system  was 
highlighted  ciuring  the  Gulf  war.  The 
U.S.'  Raytheon  Patriot  system  (basi- 
cally an  antiaircraft  weapon)  was  bare- 
ly able  to  defend  against  Iraq's  Scud 
missiles  (Feb.  18,  1991).  Since  then, 
the  missile  threat  around  the  world 
has  increased,  says  Dan  Goure,  depu- 
ty director  for  political/militar\'  stud- 
ies with  the  Center  for  Strategic  & 
International  Studies  in  Washington. 

Today's  top  threats:  Ukraine,  Ka- 
zakhstan and  Belarus,  three  volatile 
former  Soviet  republics  that  have  such 
long-range  iCBMs  as  the  SS- 18,  SS- 19, 
SS-24  and  SS-25.  China  is  now  devel- 
oping an  8,000-kilometer-range  sub- 
launched  ballistic  missile  to  add  to  its 
arsenal  of  long-range  ballistic  missiles, 
according  to  the  Carnegie  Endow- 
ment for  International  Peace.  And 
North  Korea  is  said  to  have  already 
tested  a  1,200-kilometer-range  mis- 
sile. No- Dong  I,  and  is  working  on  a 
longer- range  version. 

Even  though  the  U.S.  pressed  Rus- 
sia not  to  sell  India  advanced  rocket 
technolog)',  that  countn,'  is  moving 
ahead  with  dex'eloping  missiles  with 
up  to  a  2,500-kilometer  range.  India 
is  also  working  on  a  rocket  capable  of 
launching  a  vehicle  into  space.  Ner- 
vous Pakistan,  meanwhile,  has  proba- 
bly already  acquired  M-11  medium- 
range  missiles  from  China  to  retain  a 
missile  balance. 

In  short,  the  world  is  not  a  particu- 
larly safe  place  these  days,  which  is 
why,  despite  deep  cuts  in  defense 
spending,  the  U.S.  is  going  ahead 
with  an  antimissile  defense  program. 
Lockheed  has  a  four-year,  $690  mil- 
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The  Richness  of  Red.  Released. 
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Introducing  A  New  Way  To 
Buy  Mutual  Funds  From  America's 
Leading  Fund  Companies 

Invest  In  No-Load  Funds  without  Transaction  Fees 
Through  Fidelity's  FundsNetwork® 


;  With  No TransactionFees__^ 
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Now  these  leading  fund  companies 
allow  you  to  invest  in  a  special 
selection  of  no-load  funds  wittiout 
transaction  fees  witli  just  one  call 
to  Fidelity's  FundsNetwork^. 
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Invest  In  Your  Favorite  Funds 
Through  One  Easy  Source 

Today's  mutual  fiind  investor  knows  that  diver^ilying  can  mean 
owning  funds  from  several  different  companies.  But  that  can 
mean  too  many  statements  and  phone  calls  to  manage  your 
money  as  effectively  as  you'd  like.  That's  why  Fidelity  joined 
together  with  many  of  the  nation's  best-known  fund  companies 
to  offer  you  a  better  idea:  it's  called  FundsNetwork.  Now 
througli  FundsNetwork,  Fidelity  allows  you  to  invest  in  a  wide 
array  of  mutual  funds  all  available  in  one  place,  with  no  com- 
missions, no  loads  and  no  transaction  fees. 


Just  One  Call,  One  Statement 

You  don't  need  to  transfer  or  make  any 
changes  to  your  current  investments  to  take 
advantage  of  FundsNetwork.  You  simply  call 
Fidelity,  and  each  investment  you  make 
through  FundsNetwork  is  consolidated  on 
one  easy-to-manage  statement.  Best  of  all, 
it  also  means  having  Fidelity  service  avail- 
able to  you  24  hours  every  day 

Call  today  for  your  free  FundsNetwork 
fact  kit. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fitlelity  ^J-^^  Investments^ 

Discount  Brokerage 

4b 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  free  prospectuses.  Read  them  carefully  before  you  invest  or  send  money.  Fidelity  resenes 
the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidehty  reserves  the  riglit  to  charge  a  transaction  fee  if  you  make  five  or  more 
short-term  redemptions  (sales  of  shares  held  less  than  90  days)  on  no-transaction  fee  funds  in  a  si.x  month  period.  If  you  purchase  a  no-load  fund  and  pay  a  transaction  fee, 
you  will  be  obhgated  to  pay  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  funds),  yields  and  returns  will  vary.  Fidehty  Brokerage  Services,  Inc.  ("FBSI"), 
161  Devonshire  Street,  Boston,  MA  02 1 10.  Member  N\'SE,  SIPC. 


)n  contract  to  develop  the  Theater 
igh  Altitude  Air  Defense  system, 
lich  should  be  ready  for  service  by 
e  end  of  the  centur)'. 

-Cristina  von  Zeppelin 

root  beer  public  float.^ 

EARLY  FOUR  YEARS  ago  (Dec.  11, 
^89)  Forbes  tipped  Cadbur\' 
hweppes  Pic.  as  a  likely  suitor  for 
:VV  Brands.  With  30%  of  the  market, 
cVV  is  the  highly  profitable  maker  of 
e  U.S.'  bestselling  root  beer.  It  took 
me  time,  but  finally  the  Cadbur)' 
ople  have  proved  us  prophetic.  Last 
onth  the  British  food  and  beverage 
int  said  it  would  acquire  A&w  for 
>34  million. 

Now  the  spotlight  moves  to  Barq's, 
c.  of  New  Orleans,  the  privately 
Id  maker  of  the  number  two  brand 


rq's  hip,  MTV-style  image 
uld  it  sell  on  Wall  Street? 


root  beer.  Since  Forres  praised  its 
rv-st}'le  marketing  (June  24,  1991), 
irq's  has  seen  its  share  of  supermar- 
t  sales  grow  to  1 3%  from  8%.  That's 
ipressive,  but  according  to  beverage 
nsultant  Tom  Pirko,  of  Los  Ange- 
i-based  Bevmark,  Inc.,  smaller  play- 
s  like  Barq's  will  either  have  to  "join 
)  with  someone  bigger,  or  get  big- 
r  themselves"  if  they  want  to  stay 
impetitive. 

Which  will  it  be.>  Barq's  50-year- 
d  president,  John  Koerner,  says 
:'d  rather  stay  independent  than  sell 
It  to  a  larger  company  such  as  RC 
Dla  or  National  Beverage  Corp.  But 
:  does  not  rule  out  going  public, 
^eing  the  21  times  earnings  Cad- 
iry  Schweppes  is  paying  for  A&W, 
Werner  says:  "When  you  look  at  the 
ukiples,  [going  public]  is  certainly 
I  attractive  way  to  go." 

-James  M.  Clash  WM 


Self  insurance  can  be  an  answer.  But,  have  you  thought  of  eveiylhing? 

Like  loss  control  services.  Expert  claim  handling.  Excess  coverages. 
Programs  like  these  from  Wausau  improve  your  self-insured  program. 
Tliat's  a  fact,  not  an  a,ssumption. 


WAUSAU 

NATIONWIDE*  INSURANCE  GROUP 
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Wausau  lasurance  Companies,  im)  WeMwixxl  Dr ,  Wau.sau.  Wl  S4401  l-8(X)-S42-'5408  A+  A.M.  Best  Rating 
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Living  in  the  past 

Have  time  inc.  execs  become  disen- 
chanted with  the  flimsy  premiums 
they  have  long  used  to  sell  magazine 
subscriptions?  Apparently  not.  In  ear- 
ly September  William  McDonough,  a 
senior  vice  president  at  the  big  ad 
agency  Foote,  Cone  &  Belding,  and 
his  wife,  Susan,  received  their  ump- 
teenth subscription  renewal  reminder 
from  Tm^magazine.  This  time,  Time 
offered  them  a  free  telephone  with  a 
built-in,  five-year  calendar.  So  the 
McDonoughs,  who  had  planned  to 
resubscribe  anyway,  re-upped. 

A  few  days  later  the  inexpensive - 
looking  phone  arrived.  When 
McDonough  looked  at  the  five-year 
calendar  feature,  he  found  that  it 
started  in  January  1989  and  ended  in 
December  1993.  "And  here  it  was 
September  1993!"  laughs  McDon- 
ough, who  had  to  rip  off  57  months' 
worth  of  calendar  pages  to  make  the 
calendar  useful. 

"It  defies  me,"  says  McDonough, 
"that  27wf  would  be  so  mindless  as  to 
senti  me  and  other  subscribers  some- 
thing this  shoddy." 

-Lawrence  Minard 

A  friend  in  high  places 

Commerce  Secretary  Ronald  H. 
Brown  is  proving  to  be  a  skilled  air- 
craft salesman.  His  latest  coup  is  to 
have  persuaded  King  Fahci  of  Saudi 
Arabia  to  buy  two  McDonnell  Doug- 
las MD-lls.  These  are  to  be  for  the 
King's  personal  use,  reports  industry 
newsletter  Speed  News,  and  will  re- 
place two  older  Boeing  747s. 

The  price  of  an  MD-11  starts  at 
around  $120  million.  It  will  cost 
many  millions  more  to  turn  them  into 
bizjets  fit  for  a  king. 

Fahd  is  paying  for  these  planes  out 
of  his  own  pocket.  That's  not  the  case 
with  Saudia,  the  countr)''s  national 
airline,  which  Brown  is  also  trying  to 
convince  to  buy  American.  To  help 
block  Europe's  Airbus  Industrie  and 
get  potentially  large  orders  for  either 
Boeing  or  McDonnell  Douglas,  the 
Secretary'  has  helped  extract  finance 
from  the  U.S.'  Export-Import  Bank. 
(Saudi  Arabia  has  been  crying  poor 
since  the  Gulf  war.) 

For  a  potential  Boeing  order  from 
Saudia,  Ex-Im  will  offer  up  to  $6 
billion  in  loan  guarantees.  If  Saudia 


chooses  McDonnell  Douglas,  Ex-Im 
will  guarantee  up  to  $4.2  billion. 

According  to  Commerce  Depart- 
ment colleagues,  Mr.  Brown  is  much 
easier  to  persuade  to  push  American 
goods  than  previous  Commerce  Sec- 
retaries. "He's  very  willing,"  said 
one,  "and  he's  a  good  salesman." 

-Howard  Banks 

Brazil  calling 

TelecomunicacOes  Brasileiras  S.A. 
(Telebras),  with  a  hefty  $9  billion 
market  capitalization,  practically  de- 
fines the  Brazilian  equities  market. 
But  now  a  whiff  of  scandal  threatens 
to  scuttle  around  $1  billion  of  Tele- 
bras  securities  that  the  company  had 
planned  to  sell  in  the  international 
marketplace. 

In  August  Mauro  Brito,  Telebras' 
chief  financial  officer,  was  fired.  He 
claimed  he  was  canned  because  he 
knew  about  an  alleged  $15  million 
bribe  solicited  in  connection  with  Te- 
lebras' issuing  of  American  Deposi- 
tary Receipts  and  Eurobonds. 

The  underwriter  of  the  adrs,  Mer- 
rill Lynch,  has  refused  to  comment  on 
the  flap.  However,  the  Telebras  board 
has  recommencied  that  any  debt  is- 
sues currently  planned  for  the  interna- 
tional markets  be  suspended.  Mean- 
while, a  $500  million  offering  of 
m'SE-listed  adrs  being  handled  by 
Merrill  has  been  on  hold  since  early 
1993 — because  of  "market  condi- 
tions," says  a  Merrill  spokesperson. 

An  internal  Telebras  audit  suggests 
that  Telebras  favored  Merrill  over 
competing  underwriters  when  it  came 
to  the  issuing  of  some  $600  million  of 
Eurobonds  between  1991  and  1992. 
Merrill  and  Salomon  Brothers  issued 


roughly  $300  million  apiece.  Yt 
Merrill's  commissions  came  to  mor 
than  $13  million,  three  times  Sale 
mon's.  The  audit  also  notes  that  o 
one  issue  Merrill  earned  5.8%,  versus 
market  average  of  just  1.5%. 

Stay  tuned.  -Joel  Millma] 

Information  pileup? 

The  latest  Los  Angeles  fad  gizmo 
a  pager  designed  to  help  drivers  avoi 
the  worst  of  that  cit}''s  hellish  traffic 
For  $9.95  a  month  Los  Angeles 
based  Roadirector's  pagers  updat 
conditions  every  four  minutes.  For  a 
extra  $1 .75  per  call,  Roadirector  prq 
vides  users  with  alternate  routes. 

Trafficking  in  traflfic  news  is  gettini 
crowded  in  Los  Angeles.  By  the  cm 
of  this  year  Cue  Paging  Corp.  C 
Irvine,  Calif  hopes  to  introduce  tral 
fic  information  that  can  be  picked  u 
on  Sharp  Wizard  electronic  note 


A  Los  Angeles  traffic  jam 

Will  gizmos  really  offer  relief? 


20 
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;;)oks,  as  well  as  on  desktop  or  laptop 
)mputers.  Then  there's  Autotalk 
ic.  of  Santa  Clara,  Calif.,  which  gives 
7-hour-a-day  traffic  reports  to  users 
ho  buy  its  special  $125  receivers. 
Meanwhile,  some  70  radio  stations 
greater  Los  Angeles  continually 
•oadcast  free  traffic  updates.  And  the 
alifornia  Department  of  Transpor- 
tion  has  a  toll-free  number  that 
ves  the  latest  on  road  construction 
id  delays.  (It  averages  over  5,000 
lis  a  day,  many  from  cellular  car 
lones.)  The  Los  Angeles  traffic  jam 
arket  is  itself  getting  a  little  jammed. 

-Nina  Munk 


.emembei*  the  Alamo 

HEN  San  Antonio's  $183  million 
amodome  opened  in  May,  via  Met- 
politan  Transit  Authority,  the  cits' 
IS  company  that  financed  the  stadi- 
n  and  now  owns  the  facilit}',  won 
aise  for  completing  the  project  on 
ne  and  without  going  into  debt, 
at  not  everyone  applauded.  Alamo 
on  Works,  Inc.,  which  once  owned 
e  17-acre  site  where  the  Alamo- 
)me  now  stands,  recendy  filed  a  $50 
illion  libel  suit  against  via. 
Why  the  tiffi"  It  seems  that  when 
amo  sold  the  site  to  VIA  for  $9.5 
illion,  the  steelmaker  agreed  to  pay 
r  the  cleanup  of  any  environmental 
zards  on  the  site  not  disclosed  by 
eliminary  inspections.  Suddenly 
is  summer,  four  years  after  the  prop- 
ty  changed  hands,  via's  Chairman 
turo  Sanchez  griped  to  the  local 
:dia  that  Alamo  had  left  contami- 
ted  soil  on  the  site.  Sanchez  said  it 
xild  cost  taxpayers  $5.3  million  to 
>pose  of  the  mess  if  Alamo  wouldn't 
3t  the  bill. 

Alamo  Chief  Executive  Anthony 
)ch  claims  Sanchez  blindsided  him. 
£  says  his  $70  million  ( sales)  compa- 
didn't  even  receive  a  bill  from  via 
itil  after  Sanchez's  public  blast, 
lich  called  the  company's  solvency 
:o  question.  He  blames  Sanchez  for 
amo's  bank's  recent  decision  to  re- 
let the  company's  loan  agreement, 
d  its  insurance  carrier's  refi.isal  to 
lew  Alamo's  liability  coverage. 
)ch  says  Sanchez  still  hasn't  offered 
y  documentation  backing  up  via's 
.3  million  cleanup  claim,  though 
e  agency  has  countersued  to  recover 
£  money.     -R.  Lee  Sullivan  H 


Explore 
closed-end 
funds  for 
only  $35 


To  order  call:  800-876-5005 

When  calling,  please  mention  code  •AFB-CB-3J3 
Or  send  a  check  along  with  this  ad  to  Morningstar, 
53  W.  Jackson  Blvd.,  Chicago  IL  60604 


Morningstar  Closed-End  Funds 
opens  up  a  world  of  opportunities 

Whether  you're  investing  in  Midwestern 
municipal-bond  funds,  Far-Eastern 
single-country  funds,  or  anything  in 
between,  Morningstar  Closed-End  Funds 
has  the  in-depth,  hard-to-find  data 
you  need  to  choose  the  funds  that  are 
right  for  you. 

284  funds  at  your  fingertips 

When  you  subscribe,  we'll  send  you 
a  hardcover  binder  containing  full-page 
reports  on  284  funds.  Each  report  is 
packed  with  data — premiums,  discounts, 
total  returns,  portfolio  information, 
ratings — and  a  candid  written  analysis 
of  fund  activity. 

Try  Morningstar  Closed-End  Funds: 
3  months  for  only  $35 

If  you  haven't  subscribed  in  the  past 
two  years,  you  can  get  the  complete 
binder  plus  a  three-month  subscription — 
six  updated  biweekly  issues — for 
only  $35.  If  you're  not  satisfied,  simply 
return  the  materials  within  30  days 
for  a  full  refund. 


LEAVIHG  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  EEHIND 


Free  T.  Rowe  Price  kit  lielps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  vyhat  to  do  -with. 
yotir  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  a  nevv^  law^ 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision, 
the  IRS  could  withhold  20%  of  your  retirement  money. 

We  lielp  you  Icnow  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  decide 
what's  best  for  you. 

Call  for  more  information  and  a  free  kit 
1-800-541-5853 


Invest  With  Confidence 

TRoweftice 


IRAR019536 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Nothing  is  as  mellow 
as  Black.  V  V 


Ultiniatel)j  theres  Black: 


e  1992,  SCMEfFELIN  t  SOMERSET  CO.  Nr.  HI  JOHNNIE  W«LKER"fiL*CK  LABEL* 
BLENDED  SCOTCH  WHISKY  40%  Alc/Vol  (80" ) 


Mickey  mouse 

Sir:  Rc  ''Family  matters"  {^ept.  13). 
You  attribute  to  me  personally  the 
decision  made  by  the  full  board  to 
elect  Michael  Eisner  chairman  and 
chief  executive  with  the  inaccurate, 
inappropriate  and  snide  comment 
that  I  "didn't  have  the  guts  to  tell  Ron 
[Miller]' that  he  was  out." 

Come  on,  Forbes.  At  that  time  I 
had  just  been  elected  a  director  after  a 
seven-year  absence  from  the  boarci 
and  the  company.  While  I  participat- 
ed in  the  discussions,  this  decision  by 
the  board  had  been  evolving  for 
weeks  and  months. 
-Roy  Edward  Disnky 
Bnrbank,  Calif. 

Nasdaq  stories 

Sir:  Forbes  published  a  cover  stor\' 
("Fun  and  games  on  Nasdaq,"  An£f. 
16)  that  presents  a  biased  and  unbal- 
anced view  of  Nasdaq. 

The  article  tails  to  examine  or  even 
take  note  of  one  of  the  most  overrid- 
ing concerns  of  investors — perfor- 
mance. On  that  point,  the  Nasdaq 
Stock  Market  has  served  investors  ex- 
traordinarily well. 

Forbes  states,  "Most  firms  pay  reg- 
istered reps  33%  of  gross  commissions 
on  exchange  stocks — but  40%  on 
Nasdaq  stocks  for  which  the  firm  is  a 
marketmaker." 

Wrong.  Of  Nasdaq's  19  most  active 
integrateti  market  making  firms,  1 5 
do  not  have  different  commission 
payout  schedules  for  their  registered 
representatives  on  transactions  in- 
volving Nasdaq  and  exchange-listed 
stocks. 

-Joseph  R.  Hardiman 
President 

The  Nasdaq  Stock  Market 
Washinjfton,  D.C. 

Sir:  On  Friday,  Aug.  20,  I  placed  an 
order  for  1,000  shares  of  McCaw 
Cellular  (Mcawa),  good  till  canceled 
at  53V2.  The  New  York  Timesrcpovtcd 
on  Tuesday,  Aug.  24  that  the  stock 
traded  at  53^4,  below  the  price  at 
which  I  had  a  GTC  offer  to  purchase 
the  shares. 

When  1  called  ni)'  broker  I  was 
advised  that  frequently  on  Nasdaq,  if  I 
have  not  named  the  exact  price,  the 
market  will  or  can  move  below  my 
price  and  execute  and  go  back  up  past 


my  price  and  leave  me  without 
transaction. 
-Stewart  G.  Gordon 
Greenwich,  Conn. 

Medicare  mess 

Sir:  "Jettisoning  Medicare"  (Sep 
13)  misses  the  real  point  by  talkir 
about  fees. 

Once  patients  are  covered  by  Med 
care,  our  government  says  they  c; 
not  be  treated  outside  of  its  contrt 
Law,  regulation  and  the  survcillani 
process  now  in  place  can  ensure  th 
no  patient  can  influence  treatme: 
against  these  rules. 
-Edvvaw:)  C.  Leonard  Jr.,  M.D. 
Rydal,  Pa. 

Good  idea,  but . . . 

Sir:  Re  your  Fact  and  Comme 
("Last  stand  of  the  state,"  Aitjj.  3(. 
All  you  said  is  true  except  for  the  u 
beat  conclusion  that  the  public  w 
now  begin  to  reject  oversized  goveri 
ment.  That's  a  good  idea,  but  as  M; 
West  noted,  "goodness  had  nothii 
to  do  with  it." 

Every  recent  poll  reflected  that  tl 
current  budget  was  unpopular,  but 
passeci  any\vay.  And  in  some  (bizarr 
form,  so  will  a  health  care  packag 
and  yet  more  tax  hikes. 
-George  Warren  Schiele 
Greenwich,  Conn. 

Clinton's  contempt 

Sir:  You  can  be  sure  that  Preside 
Clinton  and  his  congressional  cn 
nies  are  well  aware  that  retroacti' 
taxes  are  prohibited  by  Article 
Section  9  of  the  U.S.  Constitutic 
(Fact  and  Comment,  Au£.  30).  Si 
why  did  they  choose  to  ignore  tl; 
salient  fact?  Well,  what  better  way 
demonstrate  their  complete  and  u 
ter  contempt  for  the  U.S.  Constit 
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on  and  the  American  people? 

Dave  Barry 

zn  Francisco,  Calif. 

atemal  desi]*e 

R:  Re  Fact  and  C'omment  (Atijj.  30) 
^  Jessica  DeBoer. 

With  all  the  problems  we  ha\'e  in 
is  countiy  regarding  parentless  chil- 
en,  why  does  no  one  want  to  ap- 
aud  a  man  who  wanted  to  be  a 
irent  to  his  natural  child? 
lOBERT  L.  HAYTER 

ottston,  Tex. 

oo  late 

r:  My  fear  for  IBM  and  Kodak  ( 'The 
ad  not  taken,"  Aii^.  30)  is  that  the 
rival  of  a  new  c:E()  is  like  locking  the 
rn  door  after  the  horse  has  been 
3len. 

Valter  R.  Mahler 
'yckoff,  N.J. 

rightening 
pospects 

R.:  You  should  be  taking  issue  in- 
;ad  with  the  SEC's  proposal  which 
ows  investors  to  buy  funds  o\'er  the 
one,  and  without  a  prospectus 
Bending  the  truth,"  Aujj.  30). 
Now  it  seems  that  the  only  wa\' 
,'estors  will  ha\'e  of  re\'iewing  cost 
mmaries  and  performance  histories 
fi-Uids  will  be  through  publications 
e  yours. 

It  sounds  fairly  frightening  to  me. 
jsiN  I.  Miller 
ce  President 

ntscher  Pierce  Refsnes,  Inc. 
)ust()Ji,  Tex. 


ome-hewn  art 

!.:  Movie  poster  art  ("Poster  ma- 
L,"  Au0.  16)  is  one  of  the  few 
ligenous  American  art  forms  and 
)resents  an  industry  that  was  creat- 
,  nurtured  and  which  blossmed  in 
;  U.S.;  to  many  Americans,  movies 
surpassed  apple  pie  and  Chevys 
id  definitely  give  baseball  a  run 
its  money)  as  one  of  the  great 
itimes. 

\4o\'ie  posters  still  have  a  long  way 
go  in  their  market  cycle. 
•vviGH  I  M.  Cleveland 
<icajfo,  III. 
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How  Can  I  Take 
Advantage  of 
Small  Cap  Stocks? 

If  you're  an  aggressive  stock  investor  who  understands 
the  market,  you  probably  also  know  about  the  liigh  long-term 
potential  returns  of  small  cap  investing.  Historically  small  com- 
pany stocks  have  out-performed  larger  stocks  and  bonds  and 
have  outpaced  the  rate  of  inflation.' 

Introducing /'wfe/i^V  Small  Cap 
Stock  Fund 

By  using  proprietary  computer  models  and 
Fidelity's  stock  picking  expertise,  we  are  able  to 


U.S.  Small  Slocks  Have 
Oulperlormed  Other 
Investment  Choices'  11.5% 


14.6% 


4.3% 


5.6% 


Inflation 


Gov't. 
Bonds 


Stocks 


U.S. 
Small 
Stocks 


aiiiilyze  idmost  2,000  stocks 
to  seiirch  for  the  most  prom- 
ising growth  opportunities 
in  the  viLst  and  diverse  small 
cap  universe.  We  have  the 
resources  and  commitment 
to  pursue  growth  in  areas 
that  mimy  others  may  miss. 


40  Yr.  Average  Annual  Returns  12/31/52  ■  12/31/92 


Find  Out  If  FideUty  Small  Cap  Stock 
Fund  Is  Right  For  You 

Call  today  for  your  free  fact  kit.  The  minimum 
investment  is  $2,500,  $500  for  IRA's.  Fidelity  is 
now  waiving  the  sales  charge  on  Small  Cap 
Stock  Fund  for  your  IRA. 

Visit  a  Local  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fideiiiy 


Inuestments' 

Common  sense.  Uncommon  results. 


'This  chart  is  designed  to  illustrate  the  varied  performance  of  a  broad  range  of  investment  t\pes:  common  slocks 
(as  reflected  by  llie  S&P,  generally  considered  a  measnre  of  the  stock  market  as  a  whole);  long-lemi  government 
treasuries  (representing  long  term  fixed-income  securities).  Inflation  is  measured  by  the  Consumer  Price  Index 
The  chart  is  not  intended  to  imply  the  future  performance  of  any  of  these  investments  or  any  nuilual  fund.  Source; 
Slocks.  Bonds.  Kills  diul Injkitioii  1993  yearbook'" ,  Ibbol.son  Associates,  Chicago  (annu:dly  updates  work  by 
Roger  (r  Ibbotson  and  Rex  A  Sinquefield).  I  sed  with  permission.  All  rights  reserved.  The  fund's  share  price  and 
return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  For  more  complete  information,  includ- 
ing charges  and  ex|)enses,  call  for  a  free  pros|)ectus.  Read  it  carehilly  before  you  invest  or  send  money.  Fidelity 
Distributors  Oiqioration. 


OMETIMES 
OyERNIGHT 

Overkill. 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable 
from  the  Postal  Service.  It's 


not  overnight  but  it's  delivered  fast,  specially 
handled  and  only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext  465  for 
a  free  Priority  Mail 
starter  kit. 

When  you  don't 
want  to  overpay  for 
overnight  delivery 
we  deliver  for  you. 


United  States  Postal  Service 


A/ith  all  thy  getting  get  understanding' 


Pact  and  Comment 


y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 
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New  Jersey  personal  income 

Aanual  deviation  from  trend 


)  billions 


Florio  elected 


WOW!  LOOK  AT  WHAT'S 

EW  Jersey  Governor  Jim  Florio  tJiree  years  ago 
oposed  and  signed  into  law  what  was  up  to  then  the 
'gest  state  tax  increase  in  American  history.  The 
suits  were  immediate — and  catastrophic.  Overnight 
ew  Jersey's  economy  went  from  a  national  leader  to  a 
ggard.  It  suffered  far  worse  in  the  recession  than  the 
ition  as  a  whole,  and  its  recovery  has  been  slower, 
ver  300,000  jobs  have  been  destroyed,  more  than  8% 
"  the  labor  force.  The  state  has  not  seen  anything  like 
is  since  the  Great  Depression. 

Not  only  has  the  Garden  State  fallen  behind  the  rest 
the  country,  but  its  performance  has  also  trailed 
:ighbors  New 
)rk  and  Penn- 
Ivania.  In  the 
II  years  prior  to 
orio,  New  Jer- 
had  done 
tter  than  those 
ites.  Rarely  has 
state  fallen  so 
lickly  from  eco- 
)mic  grace, 
id  New  Jersey 
sn't  had  the 
cuse  that  Cali- 
rnia  has  of  big 
tbacks  in  aero- 
ace  and  de- 
ise.  Its  comparative  disaster  is  entirely  Florio- made. 
All  of  this  is  why  New  Jersey's  GOP  gubernatorial 
ndidate  Christie  Whitman  is  proposing  one  of  the  most 
dical  state  tax  cuts  in  history,  just  the  opposite  of  what 
orio  did.  She  wants  to  remove  Florio's  tax  poison  from 
e  state's  economic  bloodstream.  Personal  income  tax 
tes  will  be  cut  an  average  of  30%  over  three  years  (20% 
25%  for  high-income  earners).  People  who  work  and 
e  in  distressed  urban  areas  will  have  their  income  tax 
lis  slashed  even  more.  Over  300,000  low-income  earn- 
s  will  be  dropped  from  the  income  tax  rolls  entirely. 
Recognizing  that  we  live  in  the  information  age,  Mrs. 
hitman  will  also  phase  out  the  telephone  sales  tax.  She 
11  permanently  do  away  with  the  corporate  tax  sur- 
arge  and  will  rescind  the  motor  fiiel  use/motor  carrier 
x.  In  addition,  she  is  proposing  a  dramatic  jobs  cre- 
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'50  '56  '62  '68  '74  '80  '86  '92 
Note:  Annual  average  real  income  growth  from  1960  to  1992  was  3.4%. 
Source:  Commerce  Dept. 


HAPPENING  IN  JERSEY 

ation  tax  credit,  patterned  after  one  enacted  by  Ohio 
earlier  this  year.  This  credit  doesn't  affect  the  current 
buciget  or  the  state's  capacity  to  issue  bonds.  It  kicks  in 
only  when  new  jobs  are  created.  In  Ohio  it  has  already 
generated  almost  10,000  new  jobs  and  brought  in  over 
$800  million  of  new  investment. 

Unlike  the  federal  government's.  New  Jersey's  bud- 
get must  be  balanced.  Most  other  governments  put 
together  and  add  up  spending  proposals,  then  match 
this  against  revenues.  If  anything  is  left  over,  they  may 
give  a  small  tax  cut. 

What  makes  Mrs.  Whitman's  tax  ideas  and  approach  so 

different,  indeed 


Annual  growth  in  retail  sales 

New  Jersey  vs.  U.S. 


1979-1989  1989-1993 
(Florio  years) 

Source:  Commerce  Dept.  ( 1 993  estimates  through  May) 


SO  truly  breath- 
taking, is  that  she 
plans  to  make  her 
tax  cuts  the  core 
of  the  budgeting 
process.  Spend- 
ing decisions  will 
be  made  around 
the  cuts,  not 
vice-versa. 

Unlike  many 
policymakers  to- 
day, Christie 
Whitman  recog- 
nizes that  people 
make  an  econo- 
my grow.  She  knows  that  high  taxes  mean  fewer  jobs; 
lower  taxes,  more  and  better-paying  jobs.  It's  called 
incentive. 

Christie  Whitman's  progrowth,  projobs  platform  of 
dramatic  tax  cuts,  fiscal  restraints,  regulatorv  reform  and 
urban  revival  will  not  only  win  her  this  election  but  will  be 
a  model  for  the  rest  of  the  nation. 

This  summer  Mrs.  Whitman  asked  Bear,  Stearns  econ- 
omist Lawrence  Kudlow  and  me  to  cochair  a  committee 
to  recommend  proposals  to  revive  New  Jersey's  battered 
economy.  Her  charge  to  us  was  dramatic  and  simple: 
"Recommend  what  you  think  is  right.  Don't  worry  about 
the  politics."  After  taking  input  from  us  and  others,  she 
has  put  together  a  program  that  is  bold — and  right. 

Christie  Whitman  is  on  her  way  to  becoming  an  Ameri- 
can Margaret  Thatcher. 
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NEXT  ON  ISRAEL'S  AGENDA— RADICAL  REFORM 


Israel  must  dramatically  reform  and  revitalize  its  stag- 
nant economy  if  it  wants  permanent  peace  with  the  PLO 
and,  indeed,  with  all  of  its  Arab  neighbors.  Economic 
growth  will  nurture  the  forces  of  pluralism  and  peace.  A 
growing  Arab  middle  class  will  be  more  interested  in 
building  businesses,  buying  homes,  finding  good  schools 
for  their  kids  than  in  waging  perpetual  war  with  Israel. 

While  acknowledging  the  deep  differences  between 
Western  F.urope  and  the  Middle  East, 
Israelis  should  take  heart  from  the 
history  ofpost-World  War  II  Germany 
and  France.  Teuton  and  Gaul  had 
been  fighting  each  other  for  over 
1 ,000  years.  Today  war  between  Ger- 
many and  France  is  inconceivable  be- 
cause democracy  has  sunk  deep  roots 
in  Germany;  free-enterprise  policies 
have  enabled  these  once  militaristic 
people  to  channel  their  energies  into 
productive  economic  growth.  Such  a 
process  will  be  infinitely  more  difficult 
in  the  Middle  East.  But  in  this  day  of 
rapid  communications,  when  t}'rants  can  no  longer  control 
information,  such  a  democratic  evolution  is  not  impossible . 

Israel  has  one  of  the  most  overtaxed,  overregulated 
economies  on  Earth.  Nearly  all  its  intellectual  and  physi- 
cal energies  have  been  focused  on  sheer  survival.  But  now 
long-term  peace  depends  upon  an  economic  renaissance 
that  will  provide  prosperity'  not  only  in  Israel  but  also  in 
the  region.  This,  in  turn,  will  give  people  an  alternative  to 


Greater  Mideast  economic  activity  is  the 
best  antidote  to  the  region's  terrorism. 


Islamic  fundamentalism,  which  is  threatening  FLgypt  an 
Algeria — and  is  also  making  inroads  among  Palestinian 
Israel  should  make  a  complete  break  from  its  econoin 
past  and  consciously  try  to  model  itself  on  the  low-ia 
little -regulation  policies  of  Hong  Kong.  The  British  cole 
ny  is  the  most  densely  populated  speck  of  real  estate  ui  ti 
world.  After  World  War  II  its  per  capita  income  w; 
under  $200.  Today  it  is  over  $16,000. 

Like  Hong  Kong,  Israel  is  rich 
human  capital.  Israelis  are  innovativ 
well-educated,  hardworking.  F>c< 
nomically,  they  need  to  be  unleashei 
Income  tax  rates  should  be  drastical 
reduced,  as  should  exactions  on  co 
porate  profits  and  retained  profit 
Import  barriers,  which  have  bee 
somewhat  liberalized,  should  1 
scrapped.  Internal  barriers  to  settir 
up  businesses  should  be  immediate 
remo\'ed.  Capital  markets  should  1 
freed  up  more.  Privileges  for  goveri 
mentally  favored  entities  should  1 
phased  out.  State-owned  enterprises  should  be  privatize 
These  reforms  will  not  be  politically  easy.  But  they  ar 
literally,  a  vital  necessity.  They  will  also  help  Israel  lu 
back  tens  of  thousands  of  citizens  who,  seeing  no  re 
prospects  at  home,  have  immigrated  to  the  U.S. 

Fortunately,  the  Palestinians  also  have  traditional 
been  serious-minded  and  industrious.  They  will  readi 
adapt  to,  and  thrive  in,  an  open  economic  environmen 


GOVERNMENT  IS— STILL  GOVERNMENT 


President  Clinton  and  Vice  President  Gore  hope  that 
their  "efficiency"  reforms  will  renew  people's  faith  in 
government.  They  won't.  Washington  will  still  be  doing 
too  many  things  it  should  not  be  doing. 

The  reason  the  private  sector  is  so  much  more  innova- 
tive, flexible  and  efficient  than  the  public  sector  is  not  that 
business  people  are  inherently  better  than  bureaucrats  but 
that  they  must  respond  to  pressures  very  different  from 
those  of  government. 

To  succeed  in  a  free-enterprise  economy,  one  must 
consistently  please  one's  customers.  If  people  don't  like  a 
product  or  a  service,  they  can  take  their  business  elsewhere. 
New  businesses  continually  challenge  existing  ones. 

General  Motors'  phenomenal  success  made  the  compa- 
ny complacent.  GM  established  bureaucratic  layers  and 
procedures  rivaling  the  government's.  Now  it  is  drastically 


downsizing,  not  because  of  any  Gore-like  commission  bi 
because  the  alternative  is  ruin.  If  enough  people  don't  bi 
what  it  manufactures,  GM  will,  like  any  business,  find  itsc 
in  the  corporate  graveyard.  Its  renewal  is  born  of  necessit 

Government.,  by  definition,  is  a  monopoly.  Fllectioi 
are  only  periodic.  In  the  marketplace,  tens  of  millions 
people  vote  with  their  money  ever\'  day. 

True  reform  will  come  from  breaking  government 
stranglehold  on  services  that  people  can  provide  fi 
themselves.  States  and  municipalities  are  discovering  th 
a  number  of  services  can  be  privatized.  Education  is  tl 
most  obvious  example.  Experiments  show  that  givir 
parents  the  opportunity  to  choose  which  schools  the 
children  go  to  dramatically  improves  results. 

Gore-ish  reforms  are  episodic.  Free-market  '''reform 
are  constant. 


OPPORTUNE  PRIMER 


Islam  and  the  West — by  Bernard  Lewis  (Ox- 
ford University  Press,  $25).  Particularly  timely 
in  the  wake  of  the  Israel-  PLO  peace  pact.  Lewis  is 
the  outstanding  Western  scholar  in  Islamic 
history  and  culture.  These  short,  well-written 
essays  underscore  how  different  Islam  is  from  the 
West.  Islam  makes  no  distinction  between 
"church"  and  state;  they  are  one  and  the  same. 
Fundamentalists  still  haven't  forgiven  Mustafa 
Kemal  for  establishing  a  secular  state  in  Turkey 


in  the  early  1920s.  Today  it  is  Western  cultuc 
secularism  that  is  offensive  to  many  Muslims. 

The  bestchapters:  "Europe  and  Islam,"  "Tl 
Return  of  Islam,"  "Religious  Coexistence  ar 
Secularism"  and  "Countrv'  and  Freedom." 
Excerpt:  TJjourjh  Christendom  and  Islam  wc 
rivals  for  the  role  of  world  religion  and  bo 
shared  so  many  traditions  and  beliefs,  so  ma. 
purposes  and  aspirations,  neither  nms  williuji 
recognize  the  other  as  a  viable  alternative.  I 
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IMAR  WATCH  COMPANY 

Angeles.  CA"21  3-272-11 96 


TOURNEAU 

New  York  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa  1  -800-348.3332 


LESTER  LAMPERT 

Chicago,  IL  312-944-681 


Offer  depth  and  breadth  of  services,  backed  by  capital 
strength  and  professionaHsm.  Apply  them  to  maximum  advantage 
in  the  client's  best  interests.  That's  capacity. 

With  Chemical's  increasing  capital  strength,  upgrades  in  our 
credit  ratings,  and  our  formidable  market  presence,  our  capacity  to 
serve  clients  has  expanded  even  more. 


At  Chemical  our  capacity  supports  our  goal:  to  be  the  be 
broad-based  financial  institution,  a  leader  in  our  chosen  m,ark( 
We  dedicate  all  our  skills  and  strengths  to  building  strong  and 
mutually  valuable  relationships  with  our  clients— as  banker, 
advisor,  and  trading  and  investment  partner. 

Our  broad-bas^d  approach  produces  results.  For  exampl 


^Chemical 


©  1993  Chemical  Banking  Corporation 


first  in  the  world  in  loan  syndications,  thanks  to  structuring 
•tise  and  our  strong  emphasis  on  distribution.  As  a  natural 
ision  of  these  strengths,  Chemical  Securities  Inc.  can 
underwrite  and  deal  in  all  types  of  debt  securities  in  the 
:d  States,  including  corporate  bonds. 
Chemical  also  has  leadership  positions  in  trading,  treasury, 


corporate  finance,  operating  services  and  capital  markets  activities 
worldwide.  And,  at  a  time  when  others  have  retreated  from  inter- 
national arenas,  we  have  a  global  network  across  35  countries. 

Our  growing  capacity  has  demonstrably  increased  our 
usefulness  to  our  clients.  If  you'd  like  to  test  it,  we'd  like  to 
hear  from  you. 


Expect  more  from  us: 


Chemical  Securities  Inc.-Member  SIPC 


Other  Comments 


Sick  Statistic 

In  1900  the  federal  government 
spent  $100  million  [in  current  1990 
dollars]  on  health  care.  Today  it 
spends  $156  billion,  more  than  a 
thousandfold  increase ! 
-Stephen  Moore, 
Institute  for  Policy  Innovation 

Words  to  Live  By 

In  A  capitalistic  societ)',  companies  are 
social  institutions  as  well  as  economic 
enterprises.  Business  leaders  ha\e  a 
social  role  to  play  in  not  only  living  up 
to  but  also  protecting  and  advancing 
the  values  that  define  the  society'.  Only 
if  we  shape  cultures  within  our  own 
organizations  that  encourage  and  re- 
ward integrity  can  we  fulfill  this  role.  A 
wise  man  in  ancient  Greece  once  said, 
"Prefer  a  loss  to  a  dishonest  gain;  the 
one  brings  pain  at  the  moment,  the 
other  for  all  time.'"  He  was  right. 
-Dean  R.  O'Hare,  Chairman  and 
CEO,  The  C^hubb  Corp.,  receiving 
the  International  Platform  Associa- 
tion's Forbes  Magazine  Award 

Money  Tall« 

I  SAW  MY  intrinsic  value  at  15,  when  I 
told  L.B.  Mayer  to  go  to  hell.  He  had 
sworn  at  my  mother  and  used  lan- 
guage rd  never  heard  before.  I  was 
not  reprimanded.  1  refused  to  apolo- 


gize. When  nothing  happened,  I  real- 
ized it  had  to  be  for  some  monetar)' 
reason,  since  they  weren't  a  bunch  of 
sweethearts.  It  was  the  beginning  of  a 
cynical  streak  in  me. 
-Elizabeth  Taylor, 
Wall  Street  Journal 

After  so  many  years  of  being 
fed  hatred  and  suspicion 
against  [each  other],  sudden- 
ly there  will  be  a  human  touch 
between  two  peoples.  Of 
course,  who  kjiows  if  it  will 
work?  But  we  know  what 
doesn't  work.  We  live  in  the 
worst  alternative  possible. 
-David  Grossman,  Israeli  writer, 
speaking  on  the  Israeli- Palestinian 
peace  accord.  New  York  Titncs 

Accidental  TouHsts 

[Mywiee,!  Bette,  and  I  were  driving 
outside  of  Beijing.  We  came  to  this 
Buddhist  temple,  and  the  head  monk 
came  out  and  greeted  us,  and  his  eyes 
lit  up  when  he  heard  that  1  was  the 
American  ambassador  and  that  my 
wife  was  a  famous  author.  He  said, 
"Would  you  do  this  temple  a  great 
honor  and  fwor  for  our  future  \  isitors, 
to  guide  and  instruct  them.^  Would 


you  write  something  in  English?"  W' 
said  we'd  be  delighted.  In  fact,  we  wen 
quite  flattered  because  this  is  an  bono 
reserved  for  emperors  and  great  poets 
He  came  back  after  a  brief  absence 
canying  two  wooden  plaques  and  said 
"Now  to  guide  and  instruct  our  futur 
visitors,  would  you  write  in  English  oi 
this  plaque  the  word  'Ladies,'  and  oi 
this  plaque  the  word  'Gentlemen'?" 
-Winston  Lord,  former  Ambassado 
to  China,  at  a  lecture  series 
for  the  New  American  Gazette^  at 
the  Ford  Hall  Forum,  Boston 

Divine  Law 

For  i  HE  Muslim,  law  is  an  essentia' 
indeed  a  central,  part  of  his  religior 
The  law  is  divine  not  human,  re 
vealed  not  enacted.  One  of  the  earli 
est  Muslim  visitors  to  western  Fai 
rope  in  modern  times  was  a  certai 
Mirza  Abu  Talib  Khan,  who  travele< 
to  England  and  France  betweej 
1798  and  1803  and  wrote  an  exten 
sive  account  of  his  journeys.  He  wa 
astonished  when  he  found  Parlij 
ment  was  a  legislative  assembly.  Un 
like  the  Muslims,  the  English,  he  e\ 
plains  to  his  readers,  did  not  accep 
any  divinely  revealed  holy  law  t 
guide  them  and  regulate  their  lives  il 
these  matters  and  were  therefore  re 
duced  to  the  pitiable  expeciient  ( 
making  their  own  laws  "in  accot 
dance  with  the  exigencies  of  the  time 
their  own  dispositions,  and  the  expe 
rience  of  their  judges." 
-Bernari:)  Lewis,  Islam  and  the  Wc. 

Dog  Show 

Instead  oe  carn'ing  guns  or  hirin 
bodyguards  to  fend  off  L.A.'s  lawles: 
many  Hollywood  celebs  are  opting  fr 
pricey  pooch  protection:  Shutzhune 
trained  German  shepherds.  Fetchin 
up  to  $25,000  apiece,  the  dogs  at 
trained  to  obey  traditional  Teutoni 
commands  such  as  pass  a?</(watch 
attack)  and  the  much- needed  au 
(out).  If  status  is  more  important  tha 
saferv,  purebred  shepherd  show  do£ 
can  be  had  at  costs  of  up  to  $200, 00( 
That's  almost  the  cost  of  a  new  car. 
-Newsweek  ■ 
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Maybe  this  is  the  year  you  ma 


od  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LTl  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


Chevrolet  Corvette 


^^^^ 


A  Word  About 
Business  Gifts 


By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  &  Co.  have  been  the  choice  of  those  who  prize 
stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
craftsinanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  lean 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


Dommentanr 

a  events  at  home  and  abroad 

y  Caspar  W.  Weinberger,  Chairman 


WINNING  TWO  WARS— OR  LOSING  ONE? 


FiE  Clinton  military  plan  is  designed  to  enable  us  to 
;ht  and,  one  hopes,  win  two  large  nonnuclear  regional 
irs  "almost  simultaneously" — but  with  fewer  forces 
id  about  $100  billion  less  than  the  Bush  Administration 
und  necessary  last  year. 

The  Bush  cuts  for  fiscal  1993  were  severe,  but  Clinton's 
e  going  deeper:  four  Army  and  three  National  Guard 
visions,  one  aircraft  carrier,  two  carrier  air  wings,  eight 
ctical  fighter  wings  and  about  300,000  troops  overall. 
Clinton's  fimdamental  strategy 
the  same  as  Bush's  base-force 
an:  to  be  ready  to  fight  wars  in 
'o  regions  simultaneously — such 
Korea  and  in  and  around  Iraq — 
id  to  win  them  both.  The  critical 
lestion,  of  course,  is  whether 
is  vital  and  generally  agreed 
)on  requirement  can  possibly  be 
Ifilled  with  the  forces  and  dollars 
oposed. 

Based  on  what  we  learned  in  the 
ulf  war  and  what  we  kxiow  about 
e  size  and  strength  of  North 
Drea's  forces,  it  would  be  hard  to 

include  that  Clinton's  defense  plan  can  accomplish  its 
)als.  Substantially  increased  forces  and  budgets  would 
:  necessary,  as  would  many  strong  and  willing  allies, 
ch  as  the  coalition  of  some  30  nations  President  Bush 
asterfully  assembled  to  defeat  Iraq.  Secretary  of  De- 
nse Les  Aspin  seems  to  recognize  this  by  talking  of 
;nhancements"  that  will  enable  us  to  do  more  with  less, 
lese  include  the  prepositioning  of  ships,  weapons  and 
:al  supplies  in  or  near  anticipated  trouble  spots  overseas, 
f  course,  we  have  been  doing  just  that,  whenever 
ongress  would  allow  it,  for  more  than  13  years.  This 
ctic  is  helpfijl,  but  it  cannot  substitute  for  the  seven 
visions  that  will  be  lost  under  the  Clinton  plan.  Mr. 
ipin  also  mentions  "additional  air-  and  sealift,"  but 
ere  are  no  material  or  financial  details  specified. 
If  we  adopt  Clinton's  plan,  we  will  not  be  able  to  fight  and 
n  one  war  like  Desert  Storm,  let  alone  two  simultaneously. 
At  least  two  other  aspects  of  the  plan  require  comment, 
rst,  the  plan  calls  for  building  a  new  $2.4  billion  attack 
bmarine  and  a  new  aircraft  carrier.  Aspin's  rationale  for 
commending  these  systems  is  that  we  need  to  keep  the 


Bush's 
"base-force" 
structure 


Clinton's 
"bottonHip" 
review 


1990 

1993 

1999 

Army 

Active  divisions 

18 

14 

10 

Reserve  divisions* 

10 

8 

5 

Navy 

Aircraft  carriers  (active/reserve^ 

15/1 

13/0 

11/1 

Airwings  (active/reserve) 

13/2 

11/2 

10/1 

Air  Force 

Active  fighter  wings 

24 

16 

13 

Reserve  fighter  wings 

12 

12 

7 

Marine  Corps 

Active  endstrength 

197,000 

182,000 

174,000 

Reserve  endstrength 

44,000 

42,000 

42,000 

•Includes  National  Guard  divisions 

Source:  Dept.  of  Defense 

industrial  skills  and  trained  manpower  essential  for  building 
them ,  in  case  we  need  more  later.  This  is  the  beginning  of  an 
undesirable  industrial  policy  of  substituting  government 
"wisdom"  for  free-market  forces.  Mr.  Aspin  also  seems  to 
be  suggesting  that,  as  we  really  do  not  need  these  items,  this 
is  where  Congress  could  make  cuts.  The  reality,  however, 
is  that  these  large  and  expensive  systems  ^jr^ needed  now — 
for  our  defense,  not  for  some  industrial  policy. 

Second  and  more  serious  is  the  CUnton  Administra- 
tion's destruction  of  strategic  de- 
fense. In  May  Mr.  Aspin  proudly 
announced  that  he  had  ended  the 
strategic  defense  plan.  The  Admin- 
istration is  trying  to  hide  what  it  has 
done  by  stressing  its  commitment 
to  "regional  defense."  This  is  just 
another  way  to  describe  ground- 
based  weapons  against  short-range 
missiles.  The  Clinton  plan  recom- 
mends an  inadequate  amount  to  be 
spent  on  "Brilliant  Eyes,"  which  is 
designed  to  detect  launches  of  mis- 
siles that,  without  SDI,  we  will  be 
incapable  of  destroying.  We  will 
have  a  $2 1  billion  savings  over  the  Bush  budget  but  will  be 
completely  vulnerable  to  any  nation  now  building  or 
buying  intermediate-  or  long-range  nuclear  missiles. 

Actually,  the  Strategic  Defense  Initiative  was  substan- 
tially gutted  by  the  wildly  misnamed  Missile  Defense  Act 
of  1991.  This  replaced  the  goal  of  space- based  defense  of 
the  continent  with  advanced  "theater  missile  defenses" 
and  some  antimissile  improvements  that  comply  with  the 
1972  ABM  Treaty.  This  treaty,  one  of  our  major  follies, 
restricts  us  and  the  old  Soviet  Union  from  developing  any 
eflfective  space-based  or  other  defense  against  nuclear 
missiles.  The  Soviets  violated  the  treaty  almost  immedi- 
ately. The  treaty's  own  provisions  would  have  allowed  us 
to  cancel  it,  but,  instead,  the  U.S.  remains  "treaty- 
compliant"  lest  we  offend  someone.  Indeed,  we  are  even 
begging  the  new  republics  of  the  old  U.S.S.R.  to  sign  and 
perpetuate  the  evil  nonsense  of  the  ABM  Treaty. 

This  colossal  Clinton  mistake  will  deprive  the  U.S.  of 
the  ability  to  protect  itself  against  nuclear  missiles  that 
are,  or  shortly  will  be,  in  the  hands  of  at  least  four 
countries  not  all  that  friendly  to  us  or  our  allies.  Hi 
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WHAT  S  AHEAD  FDR  BUSINESS 

EDITED  BY  HOWARD  BANKS 

The  temporal^  good  news  on  the  budget 


The  suRi^RisiNGLY  GOOD  NEWS  is  that  the  bud- 
get deficit  for  fiscal  1993  (ended  Sept.  30)  was 
much  lower  than  expected,  at  around  $266 
billion,  according  to  the  Congressional  Budget 
Office.  Last  summer  the  CBO  expected  the 
figure  to  be  $331  billion,  and  in  January  $310 
billion. 

The  biggest  reason  is  that  spending  on  bail- 
ing out  bankrupt  S&Ls  and  banks  dropped  sharp- 
ly. That's  because  Congress  failed  to  fi.md  the 
S&L  bailout  and  because  some  failing  banks  were 
saved  by  the  yawning  spread  between  their 
cost  of  borrowing  and  market  rates. 

Then,  too,  1993  corporate  and  personal  tax 


revenues  were  $51  billion  more  than  in  1992, 
and  $7  billion  more  than  predicted  a  year  ago. 
Reasons:  The  economy  grew  a  bit  faster  than 
was  thought  at  the  time,  corporate  profits 
were  strong  and  rich  people  took  income  in 
1992  to  avoid  the  much  higher  Clinton  tax 
rates.  The  other  reason  for  the  deficit  decline  is 
that  Congress  honored  spending  caps  built 
into  the  1990  budget  deal,  rejecting  CHnton's 
stimulus  package.  Result:  Total  federal  outlays 
of  around  $1 .4  trillion  have  been  running  al- 
most flat  with  last  year's  spending  level,  points 
out  H.  Erich  Heinemann  of  Ladenburg,  Thal- 
mann  &  Co. 


The  deficit  already  is  headed  back  up 


The  unsurtrising  bad  news  on  the  deficit? 
The  budget  deficit  will  not,  as  the  CBO  has  pre- 
dicted, shrink  this  year  to  $253  billion  and 
could  easily  end  up  significantly  higher  than  in 
fiscal  1993.  One  reason  for  this  gloomy  view  is 
that  it  seems  unlikely  that  there  will  be  the 
increase  in  tax  revenues  the  government  hopes 
for.  The  economy  already  threatens  to  weaken 
under  the  tough  Clinton  tax  burden,  hitting 
corporate  profits,  and  the  rich  will  tend  to  shel- 
ter income  rather  than  pay  higher  taxes. 

The  other  reason  is  that  key  spending  items 
are  known  to  be  headed  up  this  year.  In  1993  the 
government  took  in  $20  billion  more  from 
selling  off  the  assets  of  previously  closed  thrifiis 
than  it  spent  on  new  thrift  bailouts.  But  this 
year  Congress  is  finally  moving  to  fijnd  the  rest 
of  the  S&L  bailout.  That  means  the  govern- 
ment will  close  down  S&Ls  again  and  end  up 
booking  $19  billion  in  net  spending — a  $39 


billion  swing  in  the  impact  ofs&Ls  on  the  deficit, 
notes  banking  expert  Bert  Ely. 

Medicaid  spending  was  also  $4  billion  less 
in  fiscal  1993  than  the  CBO  predicted  a  year  ago. 
Last  fall  the  Bush  Administration  issued  tough 
regulations  preventing  states  from  manipulating 
this  program  to  shift  costs  to  the  federd  gov- 
ernment, as  they  had  in  1992.  But  in  August  the 
Clinton  Administration  loosened  those  regu- 
lations. Even  before  allowing  for  the  added  cost 
of  health  care  "reform"  (from  added  burea- 
cracy  and  added  coverage)  the  CBO  now  predicts 
federal  Medicaid  spending  will  climb  16%  to 
$88  billion  in  1994,  up  from  a  12%  growth  to 
$76  billion  in  1993. 

Gail  Wilensky,  a  former  Bush  health  adviser, 
points  to  the  irony  of  the  Clinton  Administra- 
tion's saying  it  will  cut  $238  billion  over  five 
years  from  Medicaid  and  Medicare,  though  it 
won't  hold  the  line  on  Medicaid  rules. 


They're  small,  but  they're  still  tax  hikes 


All  THIS  ADDS  TO  Congress'  bind.  Spending 
is  rising  anyway,  and  senators  and  representa- 
tives dare  not  try  for  a  broad- based  tax  in- 
crease. Even  a  full  $1  -a-pack  tax  on  cigarettes  to 
help  pay  for  health  care  is  unlikely.  So  the 
House  Ways  &  Means  Committee  has  been 
rummaging  through  a  grab  bag  of  tax  provi- 
sions. Few  if  any  will  pass  this  year  (the  Clinton 
Administration  will  oppose  many  of  them), 
but  they  lay  out  a  congressional  tax-and-spend 
shopping  list,  says  independent  budget  analyst 
Peter  Davis.  Among  the  proposals: 

■  A  30%  withholding  tax  on  interest  payments 
to  foreigners  from  government  and  corporate 
bonds  (this  one  spooked  the  bond  markets  in 
mid-September). 

■  U.S.  taxpayers  who  invest  abroad  would  no 
longer  get  today's  dollar-for-dollar  tax  credit  for 


foreign  income  taxes  paid.  It  would  be  re- 
placed by  a  far  less  valuable  deduction. 

■  Firms  might  have  to  capitalize  and  amortize 
(as  opposed  to  deduct)  some  advertising  costs. 

■  Taxpayers  who  rent  out  their  homes  for  1 5 
or  fewer  days  a  year  might  have  to  report  the 
rental  income.  (They  now  escape  doing  so.) 

■  Business  travelers  might  be  limited  to  de- 
ducting no  more  than  coach  fares,  and  they 
might  have  to  discount  the  cost  of  all  travel 
within  10  miles  of  home. 

One  idea  that  might  find  its  way  into  law 
comes  from  the  General  Accounting  Office.  It 
says  the  Treasury  loses  at  least  $400  million  a 
year  from  taxpayers  overstating  their  real  estate 
tax  deductions.  Seems  taxpayers  are  including 
"user  fees"  such  as  trash  collection  as  part  of 
their  tax  bill.      -H.B.  and  Janet  Novack  wm 
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THE  FllRBES  INDEX 

BY  ROBERIROSENSTEIN 


Current  240.8* 
Previous  240.0t 
Percent  change  0.3% 

The  Forbes  Index  (i  967=1 00) 

245 
235 
225 
215 
205 
195 
185 
175 
165 
155 
145 


'Preliminary  tRevised 


The  economy  is  improving,  but  at  a  slug's  pace.  Consum 
ers  are  consuming  cautiously.  Despite  falling  credit  care: 
rates,  outstanding  consumer  debt  rose  only  1.2%  (aftei 
inflation)  in  the  12  months  ended  July  31. 

The  Federal  Reserve's  industrial  production  index  rose  a 
modest  0.2%  in  August,  marking  the  third  straight  month 
ly  rise  in  output.  New  unemployment  claims  fell  7%  fron 
July,  to  an  average  of  327,000  per  week  in  August.  Anc 
after  adjusting  for  inflation,  retail  sales  for  the  12  month* 
through  August  are  3.3%  above  the  August  1992  figure. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

6.4% 

Index  of  leading  indicators  July  vs  June 

Oept  of  Commerce 

-0.1% 

Trade  balance  12  months  ended  luly  1993 

Dept  of  Commerce 

-$106  bi 

All-commodity  producer  price  index  Aug  vs  July' 

Dept  of  Labor 

-0.4% 

GOP  2nd  quarter  vs  1st — annualized  growth 

Dept  of  Commerce 

1.8% 

M2  (3-month  change) — annualized  growth' 

Federal  Reserve 

3.7% 

79 


'81 


'83 


'85 


'87 


■89 


'91 


'93 


'  U.S.  based  manufacturers,  excludes  imports,  as  of  9/10/93.  ^  Wholesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


Services    •  Total  index 


Inventories 


New  orders 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  w/elghted  elements:  Tfie 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  ad|usted  (Federal  Reserve) 


460 


410 


360 


310 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


270 


210 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Oept  of  Labor) 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


140 


115 


90 


3300 


65 


3100 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2900 


2700 


Personal  income  (Ibillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


175 


165 


15' 


765 


750 


735 


720 


will 


Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Resen/e) 
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Yoixr  Jemancl  for  a  first-class  ticket  to  Milan.  Pronto. 
A^>/  Overlooked. 

Your  desire  for  trousers  pressed  to  military  standards.  On  tlie  douLle. 

A^^  Overlooked. 

Your  craving  for  New  York  steak  witk  kand-cut  fries.  At  1:30  a.m. 

Not  Overlooked. 

and 

Ahove, 

an  example  of  some  tkings  we  admittedly  overlook. 


Youve  never  experienced  anytking  quite  lilee  it. 
Even  in  Newlfork. 


FburSeasons  Hotel 

NEW  YORK 


57  EAST  57TH  STREET  BETWEEN  MADISON  AND  PARK 
PHONE  (212)  758-5700  OR  YOUR  TRAVEL  COUNSELOR 


During  the  past  two  years, 
as  lead  or  co-manager 
of  equity  issues,  J.  P.  Morgan 
Securities  Inc.  has  raised 
more  than  $17  billion 
for  clients  in  both  U.S.  and 
international  markets.  How 
have  we  built  our  business? 
With  a  top  team  of  dedi- 
cated equity  professionals. 


High-quality  research^i 


Worldwide  distribution.  And  ^ 
most  important,  with  an 
unwavering  commitment 
to  results. 


JPMorgaii 


You  take  Yugoslavia: 
Give  us  the  zoning  board 


Fidelity  Investments' 
Ned  Johnson 
be  as  successful 
in  the  newspaper  business 
as  he  has  been 
in  the  mutual  fund  business? 

By  Norm  Alster 


?  Ned  Johnson's 

I  man  in  print 

^  Community 
Newspaper 
President 
William  Elfers 
has  ambitions  to 
match  billionaire 
Johnson's  pocket 
book.  "We're  try- 
ing to  build  a  majc 
media  company 
in  eastern  Massa- 
chusetts," he 
says.  "We're  now 
true  suburban 
alternative  to 
the  Boston  Globe. 
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YEN  AS  the  New  York  Times  Co. 
Dmpletes  its  $1  billion  acquisition  of 
ffiliatcd  Publications,  Inc.,  publish- 
r  of  the  Boston  Globe,  Edward  C. 
^hnson  III  is  waiting. 
If  the  Times  thinks  it  has  bought  a 
)ck  on  the  big  Boston  newspaper 
larket,  it  reckons  without  Ned  John- 
)n,  the  billionaire  who  controls  Fi- 
elity  Investments,  the  mutual  fimd 
owerhouse.  Fidelity  owns  Commu- 
ity  Newspaper  Co.,  a  Boston -area 
Liblisher  that  encircles  Boston  with 
i  weekly  suburban  newspapers.  The 
oston  Globe  reaches  510,000  house- 
olds  daily;  815,000  on  Sundays, 
ommunity  Newspaper  reaches  over 
50,000,  of  which  151,000  pay  for 
leir  papers. 

Community  Newspaper's  revenues 
ere  about  $50  million  last  year,  less 
lan  one -eighth  of  what  the  Globe 
rought  in.  But  those  64  little  papers 
e  more  of  a  threat  to  the  Globe  than 
le  numbers  indicate. 

"We're  trying  to  build  a  major 
ledia  company  in  eastern  Massachu- 
tts,"  says  C]ommunit}''s  president, 
^illiam  R.  Elfers,  44,  who  runs  the 
ipers  for  Johnson.  "We're  now  a 
ue  suburban  alternative  to  the  Bos- 
•n  Globe. 

Johnson,  who  has  also  moved  into 
ablishing  with  Worth,  an  invest- 
ent/lifestyle  magazine,  denies  he  is 
ter  the  Globe's  scalp.  Fie  says  there's 
enty  of  room  in  the  greater  Boston 
arket  for  his  papers,  which  deliver 
•ecifically  local  news,  right  down  to 
hool  menus.  Johnson  does  not  pro- 
Dse  duplicating  the  Globe's  stories 
)out  politicians'  speeches,  health 
ire  reform,  the  North  Ajiierican  Free 
rade  Agreement  and  mayhem  in  the 
d  Yugoslavia. 

"I  think  it  would  be  ver}'  difficult 
ir  us  to  do  what  they  [at  the  Globe] 
3,"  says  Johnson.  "And  I  think  it's 
:ry  difficult  for  them  to  reach  down 
id  go  into  the  level  of  detail  in  each 
iwn  that  we  can  do." 

But  while  he  talks  coexistence, 
)linson  also  must  be  aware  that  the 
rge  metropolitan  daily  with  its  one- 
ie-fits-all-readers  approach  is  bc- 
)ming  something  of  an  anachronism 

the  age  when  television  delivers  the 
^adlines  fister  and  the  big  news 
ore  dramatically  and  when  people 
rn  to  magazines  for  information 
>out  their  special  interests.  As  Provi- 


Some  of 

Community's 

weeklies 

Everything  from 
zoning  variances 
to  SAT  scores. 


dence  Journal-Bulletin  publisher  Ste- 
phen Hamblett  puts  it:  "With  a  com- 
munity paper,  you're  not  competing 
against  television." 

Elfers  says  as  much.  His  papers  can 
offer  what  the  broad-based  Globe  c^n- 
not — and  Massachusetts  is  a  state 
where  residents  identify  with  their  old 
autonomous  towns — places  like 
Wellesley,  Watertown,  Lynn.  Mean- 
while, much  of  the  central  city,  which 
remains  a  key  market  for  the  Globe,  is 
decaying. 

With  its  geographically  compact 
audiences.  Community'  Newspaper 
can  offer  advertisers  specific  markets 
with  much  more  precision  than  a  large 
metropolitan  newspaper  can.  Thus, 
for  example,  a  small  retail  chain  like 
Able  Rug  Co.  matches  its  store  sites  in 
Allston,  Natick  and  Hanover  with 
Community  Newspaper  weeklies  in 
those  towns.  Some  of  this  advertising 
money  would  have  otherwise  gone  to 
the  Globe. 

Bloomingdale's,  the  New  York- 
based  retailer,  owns  just  one  store  in 
Massachusetts — just  outside  Boston. 
But  Bloomingdale's  Vice  President 
Patricia  Chadwick  likes  the  idea  of 


targeting  specific  outlying  towns  for 
specific  merchandise.  Take  the  mar- 
ket for  women's  wear  in  sizes  14  and 
over.  Bloomingdale's  knows  that  its 
best  prospects  for  those  customers  are 
in  areas  that  lack  stores  specifically 
catering  to  larger  women.  With  Com- 
munity Newspaper's  64  sheets,  Chad- 
wick can  pick  and  choose  the  ones 
that  offer  die  best  prospects  and  least 
competition. 

Communit}'  Newspaper  certainly 
competes  directly  in  classified  adver- 
tising, which  is  a  vital  source  of  reve- 
nue for  most  large  newspapers  today, 
the  Globe  wcxy  much  inclucled.  News- 
paper broker  Peter  Jorgensen,  a  con- 
sultant to  Fidelity,  notes  that  some- 
one selling  a  used  car  through  the 
Globe  \\  '\\\  get  an  audience  of  500,000 
for  about  $  1 0  a  line.  But  classified  ads 
typically  draw  interest  from  just 
35,000  to  50,000  nearby  households. 
"Beyond  that,"  says  Jorgensen,  "cir- 
culation is  wasted." 

What  happens  if  and  when  the  Bos- 
ton area's  cable  operators  offer  500 
channels?  Won't  the  narrowcasters 
take  business  from  the  narrow- 
printers? 

To  an  extent,  yes,  but  Elfers  also 
sees  television  as  potential  income. 
He  hopes  to  sell  his  papers'  local  news 
programming  to  cable  operators  and 
provide  information — local  mortgage 
rates,  for  example — across  telephone 
lines  or  cable  that  might  be  owned 
and  operated  by  the  local  cable  TV 
company. 

The  Globe  is  acutely  aware  of  its 
weaknesses  and,  like  newspapers  ev- 
er^avhere,  works  to  overcome  them. 
It  has  introduced  six  zoned  editions 
and  a  zoned  entertainment  giveaway 
called  Headliners.  "We  regard  the 
suburbans  as  very  strong  competi- 
tion," says  AiFiliated's  chief  financial 
officer,  William  B.  Huff. 

The  situation  in  Boston  is  not,  of 
course,  unic]ue.  Similar  competition  is 
pecking  away  at  dominant  newspa- 
pers in  almost  all  big  cities.  The  mes- 
sage is  not  that  television  will  elimi- 
nate the  print  business — any  more 
than  television  eliminated  radio.  But 
television  did  drastically  change  the 
nature  of  radio. 

"We're  not  looking  at  the  death  of 
print,"  says  Elfers.  "We're  looking  at 
the  evolution  and  repackaging  of 
print  products."  H 
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Against  strong  odds,  Canada's  Methanex  believes  it 
can  convince  Americans  to  use  nnetlianol  instead  of 
gasoline  in  their  cars.  Is  it  just  wishful  thinking? 

Methanol  blues 


By  Christopher  Palmeri 

Remember  METHANOL?  Just  five  years 
ago  the  high-octane,  alcohol -based 
fi.iel  that  has  powereci  Indy  500  cars 
for  more  than  two  decades  looked  like 
a  serious  contender  in  the  race  to  find 
a  replacement  for  gasoline. 

Big  oil  was  fi-ightened  by  the  pros- 
pect of  having  to  retool  refineries  and 
pumping  stations  to  sell  a  product 
that  would  make  much  of  its  reserves 
obsolete,  since  methanol's 
main  ingredient  is  natural 
gas,  not  oil.  The  integrated 
oil  companies  fought  back 
by  developing  reformulat- 
ed gasoline,  a  much  cleaner 
version  of  the  traditional 
automotive  fuel.  The  in- 
dustry's eighth-biggest  re- 
finer, Arco,  began  pumping 
its  first  reformulated  gaso- 
line product  in  1989. 

Now,  thanks  to  the  1990  Clean  Air 
Act  amendments  and  additional  regu- 
lation in  California,  reformulated  gas- 
oline will  be  the  standard  for  much  of 
the  country  by  1996. 

That's  bad  news  for  proponents  of 
alternative  fuels  like  methanol,  which 
haven't  proved  any  less  polluting  than 
reformulated  gasoline  in  today's  flexi- 
ble fuel  vehicles.  But  don't  tell  that  to 
Methanex  Corp.,  a  $430  million 
(1992  sales)  Vancouver- based  firm 
that  has  bet  the  farm  that  methanol 
will  somehow  win  the  day. 

Just  two  years  ago  Methanex  was 
part  of  a  struggling  Canadian  oil  and 
gas  company.  As  part  of  a  corporate 
restmcturing,  the  company  spun  off 
its  petroleimi  businesses,  leaving  its 
big  Kitimat,  B.C.  methanol  plant  as  a 
separate,  publicly  traded  company. 
Then  Methanex  went  on  the  acquisi- 
tion trail. 

Last  year  die  company  acquireci 
most  of  the  world  methanol  assets  of 
Metallgesellschaft  AG,  a  $17  billion 
German  natural  resources  company. 


In  March  the  company  acquired  the 
methanol  plants  of  Fletcher  Chal- 
lenge, the  big  New  Zealand-based 
conglomerate,  for  $930  million  in 
cash  and  stock.  When  the  dust  settled, 
Fletcher  Challenge  owned  43%  of 
Methanex's  shares  and  Metallgesell- 
schaft: owned  11%,  with  the  public 
holding  the  rest. 

Methanex  is  now  the  world's  larg- 


est methanol  producer,  with  annual 
capacity  expected  to  top  3.5  million 
metric  tons,  more  than  15%  of  the 
world's  supply.  For  now,  75%  of 
Methanex's  business  comes  from  in- 
dustrial uses  for  methanol — every- 
thing from  glue  and  particleboard  to 
windshield  wiper  fluid  and  polyester 
pants.  For  Methanex,  that  business 
has  been  growing  at  about  7%  a  year, 
although  the  overall  market  just 
tracks  GNr.  The  real  growth  for  meth- 
anol producers  still  lies  in  energy  uses. 

What  are  the  realistic  prospects.'' 
Methanol  is  a  primary  raw  material  for 
methyl  tertiar)'  butyl  ether,  an  addi- 
tive that  makes  up  as  much  as  15%  of 
reformulated  gasoline.  When  refor- 
mulated gasoline  becomes  the  stan- 
dard in  a  couple  of  years  or  so,  sales  of 
this  chemical  should  double. 

Part  of  Methanex's  optimism  is  also 
based  on  last  year's  Energy  Policy  Act, 
which  mandated  that  the  federal  gov- 
ernment purchase  alternative-fuel  ve- 
hicles. Of  the  6,300  now  owned  by 
the  government,  as  many  as  5,400  run 
on  methanol.  That's  because  metha- 


nol cars  are  cheaper  than  ones  run 
ning  on  their  main  alternative-fuc 
rival,  compressed  natural  gas,  whicl 
requires  much  larger  tanks. 

But  the  government  mandates  ar< 
proving  to  be  a  disappointment.  ''It'i 
a  joke,"  says  Terry  Botrufl,  Amoco'; 
manager  of  alternative  fuels.  "The; 
buy  flexible  fuel  cars  and  then  they  fil 
them  up  with  gasoline."  There  an 
only  about  60  service  station 
equipped  to  pump  methanol  in  th« 
U.S.  Flalf  of  them  are  in  (California. 

"It's  sort  of  a  chicken-and-egi 
problem,"  admits  Brooke  Wade,  40 
Methanex's  Canadian  president  anc 
an  amateur  hockey  player  who  skatci. 
to  the  top  of  Methanex's  predecesso 
six  years  ago.  Forging  ahead,  Meth 
anex  in  September  created  a  join 
venture  with  Metallgesellschaft  witl 
the  stated  goal  of  putting  methano 
pumps  in  2,500  indepen 
I  dent  gas  stations  over  the 
I  next  ten  years.  That  couk 
cost  well  over  $  1 00  million 
as  much  as  $50,000  per  sta 
tion,  although  Methanex': 
initial  investment  will  be 
more  like  $5  million. 

Moreover,  in  competing 
against  compressed  natural 
gas  and  ethanol.  Methanes 
faces  some  very  formidable  rivals.  The 
natural  gas  and  ethanol  lobbies  arc 
large  and  well-heeled.  The  big  oi 
companies  are  for  the  most  part  sup 
porting  compressed  natural  gas,  be 
cause  they  believe  it's  cleaner  an 
easier  to  make  than  methanol. 

Methanol's  fans  have  other  expla 
nations.  "I'm  convinced  the  oil  com 
panics  are  supporting  compressec 
natural  gas  because  they  know  its 
limited  range  will  never  allow  it  to  be ; 
serious  competitor  to  gasoline,' 
opines  Siegfried  Hodapp,  a  Metallge 
sellschaft  executive. 

Methanex  has  tapped  the  Canadian 
equity  market  four  times  in  the  lasi 
two  years,  raising  about  $390  million 
(U.S.)  for  its  expansion  eflbrts.  Foi 
the  most  part,  those  investors  haven't 
been  disappointed.  The  stock  tradec 
recendy  at  7%  in  U.S.  dollars,  about 
double  where  it  was  two  years  ago. 

But  it's  risky  to  build  a  business 
around  some  government  interfer 
ence  in  the  marketplace.  What  a  gov- 
ernment decree  can  grant,  a  go\'ern- 
ment  decree  can  take  awav.  ■ 
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\lhat  should  momentum  players  do  in  the  late  stages  of 
bull  market?  Keep  a  very  wary  eye  on  short  positions. 

Palling  short 


y  Eric  S.  Hardy 

[omentum  investors  love  Prcsi- 
;nt  Riverboat  Casinos,  a  Davenport, 
)wa- based  operator  of  gambling 
lips  that  ply  the  Mississippi.  This  hot 
ock  is  up  nearly  300%  from  its  initial 
Bering  in  December.  Gambling  that 
owth  stocks,  when  they  are  going 
?,  move  in  very  long  swings,  mo- 
entum  investors  clamor  to  join  the 
tion,  no  matter  what  price  they  have 
>  pay.  So,  never  mind  that  President 
trading  at  30  times  trailing  earnings 
id  7  times  book  value. 
The  bull  market  of  the  last  several 
ars  has  been  very  good,  on  the 
hole,  to  momentum  investors, 
rowth  stocks  that  started  out  expen- 
se have  simply  gotten  a  lot  more 
pensive. 

But  this  wontierful  moneymaking 
:admill  can't  last  forever.  Some- 
ing  happens  to  break  the  pace:  a  bad 
larterly  report,  a  general  market 
•rrection,  a  rare  negative  report 
3m  an  analyst.  And  then  the  stam- 
:ding  effect  works  just  as  powerfiilly 
reverse.  Everyone  wants  to  get  out 
once  and  the  stock  collapses. 
We  hunted  through  our  database 
r  stocks  that  are  trading  at  lofty 


multiples  of  their  earnings  and  book 
value  and  look  particularly  vulnerable 
to  price  collapses.  They  are  shown 
below  as  a  list  of  stocks  to  avoid.  One 
of  our  criteria:  a  heavy  short  position. 

Not  surprisingly.  President  has 
popped  up  on  the  radar  screens  of  the 
short-sellers — investors  who  sell  bor- 
rowed stock  now  on  the  expectation 
that  they  will  be  able  to  buy  the  shares 
back  in  the  fiiture  at  a  lower  price.  The 
shorts  are  betting  that  competition  in 
the  gaming  business  or  a  slip-up  by 
President  will  sink  the  stock. 


As  of  mid-August,  just  over  3  mil- 
lion shares  of  President  had  been  bor- 
rowed by  investors  and  sold.  This 
short  interest  represents  16%  of  Presi- 
dent's outstanding  shares  and  69%  of 
the  float  (shares  not  held  by  insiders). 

Our  list  of  ten  stocks  with  hefty 
short  positions  is  intended  as  an  illus- 
tration of  the  sort  of  stock  you 
shouldn't  be  buying  at  this  late  stage 
of  the  bull  market  that  opened  almost 
three  years  ago.  These  stocks  are  likely 
to  be  a  serious  liability  to  long  inves- 
tors in  a  general  market  correction. 
Each  of  these  stocks  has  a  short  posi- 
tion equal  to  at  least  20%  of  its  float 
and  10%  of  its  shares  outstanding. 
These  stocks  also  look  expensive  in 
relation  to  the  market's  price/earn- 
ings  ratio  of  25  and  price/ 
book  value  ratio  of  2.8. 

Don't,  unless  you  are  extremely 
daring,  join  these  short-sellers.  Mi- 
chael Murphy,  whose  Overpriced 
Stock  Service  newsletter  identifies 
short-sale  candidates,  warns  that  a 
bull  market  can  turn  even  a  terrible 
company  into  a  big  winner  for  a  time. 
Says  Murphy:  "A  stock  gets  bid  up  to 
ridiculously  high  levels  because  mon- 
ey managers  see  growing  earnings  and 
say,  T  want  it,'  regardless  of  how 
overpriced  it  is."  When  this  happens, 
investors  with  short  positions  have  to 
either  ante  up  more  to  their  brokers  or 
buy  the  stock  back.  Mass  short-cover- 
ing pushes  the  price  even  higher. 

But  in  a  sharp  downturn  the  tables 
are  turned.  Wall  Street  becomes  a 
buyer's  market.  The  longer  the  shorts 
wait,  the  more  they  make.  H 
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e  shorts  are  aching  to  see  collapses  in  these  hot  stocks.  The  trigger  could  be  a  bad  quarter  or  a  market  correction. 
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You  can  talk  all  you  want  about  "vision"  when  the  cash 
tlow  is  positive.  But  there  are  times  when  the  most 
visionary  thing  a  manager  can  do  is  to  conserve  cash. 
Just  ask  the  man  who  saved  Unisys. 

The  bean  countei* 
as  hero 


By  Dana  Wechsler  Linden 

In  a  ballroom  of  New  York  City's 
Pierre  hotel  this  February,  more  than 
a  hundred  financial  analysts  and  inves- 
tors gathered  for  Unisys  Corp.'s  an- 
nual meeting  with  the  investment 
communit}'.  While  the  guests  milled 
about  in  a  premeeting  reception,  an 
unassuming  man  walked  into  the 
room,  poured  himself  a  soda  from  the 
refreshments  table  and  stood  quietly 
sipping  it.  Hardly  anyone  recognized 
James  Unruh,  52,  chief  executive  offi- 
cer of  the  $8  billion  company. 

"If  it  had  been  John  Scully,  every- 
one would  have  been  clamoring  to 
meet  him  and  talk  about  the  next 
hand-held  computer,"  marvels  Lee 
Allen,  a  Boston  financial  analyst  who 
was  at  the  session.  "But  who  ever 
heard  of  Jim  Unruh.>" 

There's  something  about  the  com- 
puter industiy  that  makes  stars  out  of 
its  top  people:  Scully,  Steve  Jobs,  Bill 
Gates,  Louis  Gerstner.  But  if  Jim 
Unruh  lacks  charisma,  he  more  than 
compensates  for  it  by  the  extent  of  his 
accomplishment.  He  has  brought  a 
large  high-technology  company  back 
from  the  brink  of  disaster.  Wang  and 
Control  Data  couldn't  do  it.  DKC  and 
IBM  are  desperately  trying. 

The  first  of  the  big  computer  com- 
panies to  get  into  bad  trouble,  Unisys 
is  the  first  to  reemerge  into  the  sun- 
shine of  profitability.  This  year  it  is 
expected  to  earn  $550  million  before 
extraordinary'  items,  $1 .03  a  share,  on 
revenues  of  $7.8  billion. 

Unruh's  predecessor,  onetime  U.S. 
Treasury  Secretary  Michael  Blu- 
menthal,  created  the  company  as  it  is 
today.  In  the  mid-1980s  Blumenthal 


foresaw  the  problems  that  traditional 
mainframe  makers  would  have  com- 
peting against  IBM  and  others  in  the 
new  world  of  systems  integration.  Be- 
lieving size  was  the  key  to  success,  he 
joined  Burroughs  Corp.  with  Sperry 
Corp.  in  1986  to  create  the  nation's 


third -largest  computer  company. 

It  just  wasn't  working.  Never  proji 
eriy  integrated,  the  company  operal 
cd  duplicate  R&D,  marketing  and  at 
counting  departments  for  years. 

Even  in  the  l^irst  few  years,  whe 
Unisys  was  rept)rting  good  earning; 
it  was  hemorrhaging  cash.  In  198 
Unisys  earned  $680  million — hi 
took  on  an  additional  $1.4  billion  i 
debt  to  cover  negative  cash  flow. 

Things  went  from  bad  to  worst 
Between  1989  and  1991,  Unisys  i\ 
ported  aggregate  losses  of  $2.5  bi 
lion.  Debt  had  ballooned  to  66%  ( 
total  capitalization.  Unisys'  brcac 
and-butter  mainframe  compute! 
were  losing  market  share  to  IBM  an 
Amdahl.  The  company  was  on  th 
verge  of  violating  its  net  worth  co\'c 
nant  with  its  banks.  Its  shares,  whic 
had  traded  close  to  50  in  1987,  col 
lapsed  to  a  low  of  iy4  in  1990,  and  il 
bonds  sold  at  big  discounts. 

In  1990  Blumenthal  retired  an 
named  Unruh,  then  president,  to  sue 
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:ed  him.  The  change  created  little 
ir.  Unruh  did  not  look  like  the  man 
n  horseback.  There  was  little  fanfare. 
But  he  was  the  right  man  at  the 
ght  time.  Money  manager  Bruce 
^ilcox  is  a  partner  in  Cumberland 
ssociates,  which  started  accumulat- 
ig  its  large  position  in  Unisys  stock  in 
)9l.  Wilcox  recently  read  to  Forbes 
om  an  internal  memo  he  wrote 
ound  that  time:  "Visionary  Blu- 
enthal  is  out,  ex-CK)  Unruh  is  in. 
liat  this  situation  recjuires  is  a  capa- 
e  bean  counter  who  wants  to  save 
s  job  and  possibly  be  a  hero.  I 
:lie\'e  that  is  what  we  have." 
The  bean  counter  hero  was  born  in 
orth  Dakota,  where  his  father  man- 
ned grain  elevators.  He  studied  fi- 
mce  at  tiny  Jamestown  College  in 
mestown,  N.D.  and  then  went  to 
isiness  school  at  the  Universit}'  of 
enver,  working  in  various  parts  of 
e  computer  and  semiconductor  in- 
istry  after  graduation.  He  joined 
.irroughs  in  1982  as  vice  president 

■■■M^^^Hs  Unisys  Chairman 

^^^^^^^^1 1  The 

^^^^^^^^1    unassuming  star 

^^^^^^^^H  an 

^^^^^^^^1  computer 
^^^^^^^^1  company. 


of  financial  operations. 

"■Jim  isn't  flamboyant,  but  he  is 
about  the  most  disciplined  individual 
I  have  ever  met  in  my  life,"  says 
Unisys  Chief  Financial  Officer 
George  Robson.  "And  he  oozes 
credibility." 

Credibility  was  something  Unisys 
badly  needed.  Unruh  haci  to  persuade 
customers  to  stay  with  the  company 
while  he  had  time  to  attack  the  cost 
structure.  A  downward  rex  enue  spiral 
is  the  undoing  of  most  troubled  high- 
technology  firms,  as  uneasy  custom- 
ers turn  to  more  financially  solid  ven- 
dors; the  subsequent  revenue  drop 
aggravates  the  cash  squeeze.  (Lowell, 
Mass. -based  Wang  Laboratories  is  the 
textbook  example  of  that.  It's  only 
now  emerging  from  Chapter  1  L ) 

Smelling  a  kill,  IBM  salespeople 
were  already  calling  on  Unisys  cus- 
tomers, negati\'e  headlines  in  hand. 

Unruh  took  to  the  road.  Over  a 
period  of  two  years  he  trudged  from 
airport  to  airport,  meeting  with  top 
executives  at  more  than  700  of  Uni- 
sys' largest  accounts.  Yes,  he  conced- 
ed, the  company  was  in  deep  trouble, 
but  he  had  firm  plans  for  cost-cutting 
and  debt  reduction.  He  followed  up 
with  quarterly  letters  updating  his 
customers  that  he  was  meeting  goals. 

Unruh  kept  a  book  at  Unisys'  head- 
quarters in  Blue  Bell,  Pa.  listing  the 
top  200  customers;  keeping  in  touch 
with  the  customers  and  keeping  them 
happy  was  given  highest  priorit)'.  One 
was  a  jewelry  retailer  whose  two  Un- 
isys computers  were  overloaded  dur- 
ing the  holiday  season.  Unisys  lent 
them  two  more-powerfial  processors 
at  no  cost.  "We  became  very  close  to 
these  customers,"  says  Jay  Alix,  a 
turnaround  specialist  brought  in  to 
help  Unisys  with  its  restructuring. 

In  the  meantime,  Unruh  sum- 
moned the  company's  top  50  manag- 
ers from  around  the  world  for  a  two- 
day  conference  outside  Philadelphia. 
His  objective:  "Everybody  had  to  go 
out  of  that  room  recognizing  how 
serious  it  was." 

Unmh  and  Chief  Financial  Officer 
Robson  drummed  home  the  compa- 
ny's need  for  immetiiate  and  sus- 
tained inflows  of  cash.  Not  only  was 
the  company  not  going  to  grow  the 
way  Blumenthal  had  predicted,  Un- 
ruh said,  but  managers  also  had  to 
begin  draconian  cost-cutting  imme- 


diately. "Profit  is  fixed.  Everything 
else  is  variable,"  he  told  the  group. 
That  was  a  tough  order,  but  Unruh 
had  his  priorities  right:  Unless  the 
cash  outflow  could  be  stanched, 
nothing  could  save  the  company. 

"Things  were  different  from  that 
day  on,"  says  Unruh. 

Other  big  computer  companies  like 
IBM  and  DHc:  had  been  trimming  costs, 
too,  but  not  with  the  same  sense  of 
urgency.  In  a  way,  Unisys  was  lucky: 
Because  it  was  crunched  earlier  and 
hartier  than  its  main  competitors,  it 
acted  with  more  determination.  But 
hand  it  to  Jim  Unruh:  Neither  senti- 
ment nor  false  hopes  stayed  his  hand 
as  he  tackled  the  job  of  shrinking 
Unisys'  costs  to  meet  its  revenues. 
Unruh  wanted  to  get  ahead  of  that 
declining  curve.  So  Robson  calculat- 
ed a  worst-case  scenario  wherein  reve- 
nues might  fall  by  25%.  His  orders: 
Cut  costs  to  the  point  where  we  can 
survive  on  revenues  of  $7.5  billion. 

Revenues  were  $10.1  billion  in 
1990,  $8.7  billion  the  next  year  and 
only  $8.4  billion  in  1992.  But  Unruh 
squeezed  costs  so  hard  operating  in- 
come went  up  as  revenues  went 
down:  Not  quite  4  cents  on  the  sales 
dollar  in  1989,  the  operating  margin 
was  almost  15  cents  last  year.  This 
year  re\enues  will  drop  again,  but 
operating  profit  margin  will  rise. 

"You  can  always  rebuild,  if  there's  a 
company  that's  successful,"  says  Rob- 
son. "If  you  don't  take  enough  cost 
out  to  get  the  company  to  be  success- 
ful, you  don't  have  to  worty  about 
rebuilding." 

This  kind  of  cost-cutting  is  easier  to 
talk  about  than  it  is  to  implement. 
There  is  always  a  pet  project  to  protect 
or  a  mafiana  business  that  just  needs  a 
little  more  time. 

Unisys  didn't  have  a  little  more 
time.  In  early  1991  the  company  was 
staring  a  $300  million  September 
bank  payment  in  the  face — and  didn't 
have  $300  million  in  its  checking 
accounts.  The  banks  wanted  secured 
credit  in  return  for  additional  financ- 
ing. Unruh  stood  them  down. 

Robson  bought  time  b)'  keeping 
negotiations  going  with  the  banks, 
spending  an  average  of  three  to  four 
days  a  week  in  New  York.  Also,  at  the 
start  of  1991  Unruh  brought  in  turn- 
around specialist  Jay  Alix,  who  set  up 
13  "turnaround  teams"  whose  goal 
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Unisys 


Unisys:  Textbook  turnaround 


Percentage  of  revenue 


The  numbers  tell 
the  story:  from  the 
brink  of  disaster 
to  respectable 
profits  in  just 
three  years. 


12/89  12/90  12/91  12/92 


1^  'Excludes  special  charges. 

was  to  generate  cn  er  a  billion  dollars 
of  cash  by  the  end  of  the  year.  Unruh 
gambled  that  they  could  do  it.  They 
exceeded  their  goal. 

Each  team  was  assigned  a  different 
category,  ranging  from  accounts  re- 
ceivable to  inventories  to  real  estate  to 
gross  margins.  The  teams  went  after 
singles  and  doubles — getting  $1  mil- 
lion here,  $4  million  there. 

The  accoimts  receivable  team  freed 
up  $250  million  cash  in  1991,  the 
inventoiy  team  another  $250  million, 
the  real  estate  team  over  $100  mil 
lion.  By  the  end  of  the  year  the  banks 
were  paid,  and  Unisvs  had  over  $800 
million  of  cash  on  its  balance  sheet. 

Cash  became  the  new  religion.  A 
small,  but  telling,  example:  A  main- 
frame computer  slated  for  deli\  en'  to 


Source:  Unisys  Corp. 


a  U.K.  customer  was  suddenly  redi- 
rected to  France.  It  turned  out  a 
production  manager  on  the  floor  of 
the  mainframe  tactoiy  in  Roseville, 
Minn,  had  learned  that  a  French  cus- 
tomer was  willing  to  pay  cash. 

Overseas  divisions  that  had  been 
keeping  more  working  capital  on 
hand  than  they  absolutely  needed 
wired  in  their  surplus  to  headquarters. 
Salesmen  with  longtime  relationships 
with  big  clients  suddenly  turned  into 
dunning  bill  collectors:  "Could  you 
please  pay  early  this  month.^" 

As  a  result,  accounts  receivables 
ha\'e  come  down  from  73  days  of  sales 
at  the  end  of  1990 — about  t\'pical  for 
the  industn' — to  51  days  of  sales. 
Inventories  have  decreased  57%. 

Unisys    disco\'ered    that    of  its 


50,000  products,  10%  bring  in  ov 
90%  of  revenues.  But  the  remainde 
of  course,  accounted  for  more  thai 
10%  of  the  costs.  Unisvs  primed  nioi 
than  15,000  items  from  its  produ(i 
line,  such  items  as  specialized  printej 
and  software.  With  their  eliminaiioi) 
more  was  saved  on  in\'entor\',  market 
ing  and  other  costs  than  the  items  hal 
brought  in. 

Instead  of  18  different  cooling  far 
offered  for  one  class  of  computer,  f 
instance,  there  are  now  just  2.  Unru 
also  ordered  his  managers  to  mak 
onlv  those  components  and  produc 
that  they  couldn't  buy  more  cheap 
on  the  outside.  No  exceptions. 

The  slimmed-down  Unisys  is 
more  focused  Unisys,  concentratin 
on  markets  where  it  has  alwa\'s  bee 
strong  and  no  longer  tning  to  b 
everv'thing  to  everybody.  It  concer 
trates  now  almost  exclusivel)'  on  sel 
ing  systems  to  the  four  markets  froi 
which  it  derives  85%  of  its  revenues- 
banking,  airlines,  goxernment  an 
communications.  | 

Returning  to  prohtabilit)'  last  yea 
Unis)'s  reported  net  income  of  $36 
million.  Profits  in  the  first  half  of  th 
year:  $364  million.  Debt  net  of  cash 
down  to  a  manageable  37%  of  totj 
capital.  Gross  margins  are  rising,  an 
in  mainframes  are  10  or  15  poim 
higher  than  at  IBM,  says  First  Boston 
analyst  Curt  Rohrman,  who  calls  Un 
sys  the  "best-managed  company  i 
the  computer  industn'." 

But  Jim  Unruh  isn't  ready  t 
breathe  a  sigh  of  relief  and  start  rela> 
ing.  While  other  executives  wrin 
their  hands  about  surging  medic> 
costs,  Unruh  announced  this  sprin 
that  Unisvs  will  phase  out  companv 
paid  medical  benefits  for  retirees  b 
1996 — saving  roughly  $100  million 
vear  and  avoiding  a  $1  billion  hit  t 
shareholders'  equit}',  already  thinne 
to  the  danger  point  by  w  riteoffs  an 
dix'cstitures. 

Asked  about  the  flood  of  lawsui 
and  demonstrations  his  decision  hj 
produced,  Unruh  looks  pained  bii 
not  regrettiil.  "Taking  costs  out  i 
painful,  it's  disgusting  to  do,  becaus 
people  are  affected,"  he  says.  "But 
\'ou  belie\'e  it's  this  or  sun'i\  al  for  th 
company,  what  are  you  left  w  ith.'" 

The  answer,  of  course,  is  tlu 
cutting  jobs  is  often  the  only  way  t 
save  jobs.  ■ 
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MANAGING 
PARTNER 

Managing  your  connpany's  T  &  E  is  a  serious  part  of  doing  business.  Today,  it  involves  much  more 
lan  just  cutting  costs.  That's  why  we  work  with  you  -  finding  ways  to  simplify  expense  payment  and  pro- 
essing.  Helping  you  design  policies  that  fit  your  company's  culture.  And  providing  service  expertise  to  assist 
ou  and  your  travelers  -  anytime,  anywhere.  You  see,  we  believe  that  when 
our  T  &  E  management  runs  smoothly,  your  company  runs  more  effectively. 
>nd  isn't  that  what  good  management  is  all  about? 
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Here  are  some  suggestions  for  Al  Gore  in  his 
commendable  zeal  to  make  government  more  efficient. 

Old  bui*eau$ 
never  die 


BY  ROBERT  H.NELSON 


Robert  H.  Nelson  is  a  professor  in  the 
School  of  Public  Affairs  at  the 
University  of  Maryland. 

His  latest  book  is  Reaching  for  Heaven  on  Earth: 
The  Theological  Meaning  of  Economics. 


The  White  House  got  the  headlines 
it  wanted  witli  its  proposals  to  make 
government  more  efficient,  but  few 
bureaucrats  bothered  to  polish  up 
their  resumes.  In  the  actual  final  report 
few  programs  are  being  proposed  for 
elimination.  This  is  pure  Washington. 
Vague  promises  for  the  future  with 
hard  numbers  attached  but  few  con- 
crete proposals  to  make  real  cuts. 

I  recently  left  the  Department  of 
the  Interior  after  almost  20  years  as  an 
economic  analyst.  Had  Al  Gore  asked 
me  or  any  of  my  former  colleagues,  we 
could  have  given  him  a  long  list  of 
programs  that  could  be  eliminated 
with  little  if  any  loss  to  the  nation. 

Let's  just  take  one  that  I  happen  to 
be  familiar  with:  the  Bureau  of  Mines. 
This  is  not  a  giant  agency,  but  neither 
is  it  petty  cash.  Its  fijnding  is  about 
$175  million  per  year,  and  it  has 
about  2,000  employees. 

The  bureau  was  founded  in  19 10  to 
promote  "the  safety  of  miners."  Those 
were  the  days  when  safet)'  precautions 
were  scarce  and  in  one  year  more  than 
3,000  miners  died.  However,  the  bu- 
reau's mine  safety  responsibilities  were 
transferred  to  the  Department  of  La- 


bor in  the  1970s.  Was  the  bureau 
proposed  for  elimination?  You  must  be 
kidding.  Today  the  Bureau  describes 
its  mission  as  to  make  "the  best  possi- 
ble technology  available  to  U.S.  min- 
eral producers"  and  to  meet  the  min- 
erals "information  needs  of  public  and 
private  sector  alike." 

However,  the  Energ)'  Information 
Administration  provides  the  nation 
with  basic  production  data  on  the 
most  valuable  minerals — oil,  gas  and 
coal  and  other  sources  of  energy.  The 
U.S.  Geological  Sun'cy,  situated  in 
the  Department  of  the  Interior,  pro- 
vides the  basic  reserve  estimates. 

So  what  does  the  Bureau  of  Mines 
cover?  Gold,  copper,  nickel  and  other 
"nonfuel"  minerals. 

The  Bureau  of  Mines  also  tries  to 
advance  the  technology  of  coal  min- 
ing. The  number  of  coal  and  metal 
miners  has  plunged  from  880,000  in 
191 1  to  about  200,000.  These  indus- 
tries today  represent  less  than  1%  of 
GNP.  Even  if  mining  played  a  larger 
role  in  the  econom\',  would  it  desen'e 
government-run  research  and  devel- 
opment and  information  gathering? 
The  mighty  auto  industry'  somehow 
gets  by  without  any  of  this. 

The  Bureau  of  Mines  once  even 
went  into  business,  back  in  the  days 
when  many  pundits  declared  the 
world  was  running  short  of  raw  mate- 
rials. In  the  1960s  it  got  into  extract- 
ing, stockpiling  and  selling  helium  on 
the  grounds  that  ample  future  sup- 
plies were  necessaiy  for  national  de- 
fense and  the  space  program,  \'et  pri- 
vate industiy  was  too  short-sighted  to 
store  enough  to  meet  future  needs. 
The  government  ended  up  choking 
on  the  stuff,  and  the  bureau  ran  up  a 
debt  to  the  Treasury'  of  $1 .4  billion — 
which  is  still  on  the  books  and  has  no 
prospect  of  ever  being  repaid. 


If  you  abolished  this  agency,  yoi 
would  minimize  the  chances  of  suci 
follv  in  the  future.  Everv  year  sinci 
1983  the  President's  Office  of  Man 
agement  &  Budget  has  requested  rc 
ductions  in  the  range  of  $20  million  K 
$30  million  in  the  appropriation  to 
the  Bureau  of  Mines.  Just  as  consis 
tently,  C'ongress  has  restored  the  m(  )n 
ev — in  fact,  has  increased  the  bureau' 
budget  by  20%  since  1 983 .  j 

In  heaven's  name,  why? 

If  you  don't  understand  why,  yoi 
don't  know  Washington.  The  miner 
als  industry  and  its  friends  in  C^ongres 
want  to  keep  the  bureau  for  the  frei 
ser\'ices  it  provides  to  companies  aiH 
as  an  in-house  spokesman  for  govern 
ment  policies  favorable  to  mining 
The  bureau  also  supports  research  ii 
many  congressional  districts. 

There  are  agencies  and  program 
like  this  all  over  the  federal  gox'ern 
ment.  They've  long  outlived  thei 
original  purpose  but  have  sur\'i\'ed  b' 
catering  to  special  interests  whc 
wouldn't  themselves  spend  the  mon 
ey  the  bureaus  spend  but  arc  quitd 
happy  to  have  taxpayers  do  it. 

Now  you  know  why  the  Vice  Presi 
dent  didn't  produce  a  longer  list  oi 
programs  and  agencies  to  eliminate 
As  a  member  for  many  years,  ht 
knows  very  well  that  Congress  has  nc 
appetite  for  anything  that  means  pair 
for  any  constituent  anywhere.  As  sub 
committees  and  congressional  staf 
have  proliferated,  cuts  in  program: 
now  threaten  the  prerogatives  of  little 
empires  that  have  grown  all  over  Cap 
itol  Hiil  to  superv  ise  these  programs. 

Gore's  National  Performance  Re 
view  is  not  so  much  a  catalyst  foi 
change  as  an  obstacle  to  change.  1 
ha\'e  been  aroimd  Washington  lon§ 
enough  to  know  that  the  stated  pur- 
pose is  often  misleading.  In  this  case 
the  Administration  wants  to  provide 
cover  for  the  new  programs  it  wants  tc 
start  in  health,  job  training  and  man}j 
other  areas.  In  proposing  a  variet}'  ol 
managerial  improvements — many  ol 
them  sensible  enough  in  them- 
selves— the  Administration  hopes  tc 
persuade  the  public  that  go\ernment 
will  administer  the  new  programs 
much  more  efficiently.  When  will 
these  improvements  be  realized? 
Sometime  in  the  never-never.  Will 
Congress  go  along?  A  mere  detail. 
This  is  rein\'enting  go\'ernment?  ■ 
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Bold,  brash  William  Lerach  is  the  scourge  of  Silicon 
Valley  and  friend  to  lots  of  politicians. 

I  have  no  clients 


By  William  P.  Barrett 


William  Lerach  of  Milberg  Weiss  Bershad  Hynes  &  Lerach 
Did  your  stock  go  down?  Call  him. 


In  January  Carol  Bartz,  chief  execu^ 
tive  of  software  vendor  Autodesk,  got 
herself  in  hot  water  at  Bill  Clinton's 
economic  conference  in  Little  Rock. 
She  complained  that  public  compa- 
nies are  often  forced  to  settle  share- 
holder class  actions,  regardless  of  the 
merits.  Bartz  didn't  mention  that  Au- 
todesk had  just  tentatively  agreed  to 
pay  $5  million  to  setde  such  a  suit. 
Nor  did  she  name  the  co-lead  plaintiff 
attorney:  William  Lerach,  who  heads 
the  San  Diego  office  of  Milberg  Weiss 
Bershad  Hynes  &  Lerach. 

But  Lerach,  a  pugnacious  47-year- 


old  lawyer  with  a  big  ego,  took  the 
statement  personally.  He  threatened 
to  scuttle  the  settlement  and  force  a 
jury  trial  on  his  claim  for  tens  of 
millions  of  dollars.  Lerach  graciously 
backed  off  when  Bartz  wrote  a  humili- 
ating letter  stating  that  she  was  enter- 
ing into  the  settlement  voluntarily. 

Lerach  makes  his  living — a  ven' 
comfortable  one — suing  public  cor- 
porations and  their  officers,  directors, 
accountants  and  undenvriters  when  a 
stock  price  collapses.  Victoiy  brings 
him  and  any  other  law  firms  aligned 
with  him  fees  and  expenses  totaling 


33%  or  so  of  the  settlement — and 
most  cases  are  settled.  What's  left  goes 
to  investors  who  bought  when  the! 
stock  price  was  high. 

He  has  struck  such  fear  into  the 
hearts  of  Silicon  Valley's  entrepre- 
neurs that  people  like  Bartz  are  quite 
prepared  to  grovel  before  him  if  that  isl 
necessar\'  to  fend  off  his  wrath.  De- 
fending a  shareholder  suit,  even  a 
weak  one,  can  cost  the  defense  ai 
collective  $5  million. 

Lerach  has  found  lucrative  targets' 
for  his  suits  among  the  young  compa- 
nies of  Silicon  Valley,  whose  financial 
results  are  by  nature  volatile  and  often 
unpredictable.  These  suits  have  given 
him  the  uncontested  title  as  the  coun- 
try's leading  champion  of  shareholder 
class  suits.  His  San  Diego  office  of 
about  50  lawyers  is  a  branch  of  a  New^ 
York  firm  but  is  about  as  big  as  the 
head  office.  This  office  has  probably 
topped  $90  million  in  fees  over  the 
past  five  years.  The  newsletter  Securi- 
ties Class  Action  Alert  figures  that 
Milberg  Weiss  (including  the  headi 
office)  is  involved  in  one  in  five  of  the 
estimated  600  shareholder  cases  cur- 
rently pending  nationally. 

Lerach  has  brought  in  some  block- 
buster results,  including  a  $240  mil- 
lion settlement  from  defendants  whoi 
helped  swindler  Charles  Keating  Jr. 
An  enormous  number  of  Silicon  Val- 
ley firms  have  been  hit  with  classj 
actions  in  recent  years,  many  follow- 
ing initial  public  offerings.  The  latest 
big  one:  Lerach's  third  suit  in  a  de- 
cade against  Apple  Computer,  whose 
stock  fell  36%  from  a  high  early  last 
year  of  almost  70.  The  gist  of  the  suit: 
Apple  should  have  told  investors 
sooner  about  its  problems,  so  that 
they  would  have  known  better  than  to 
buy  at  70. 

Were  Apple  shareholders  clamor- 
ing for  such  a  suit?  Though  ostensibly 
an  attorney  for  named  plaintiffs,  Ler- 
ach is  not  really  accountable  to  them, 
instead  pretty  much  deciding  on  his 
own  whom  to  sue  and  when  to  setde 
and  for  how  much.  'T  have  the  great- 
est practice  of  law  in  the  world,"  he 
acknowledges  once  telling  a  meeting 
of  corporate  directors.  "I  have  no 
clients." 

In  a  peculiar  way  Lerach  is  almost  as 
much  an  entrepreneur  as  the  compa- 
nies he  sues.  When  he  launches  a  suit, 
he  is  gambling  a  fair  amount  of  his 
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It  takes  some  imagination  to  make  sailing 

AS  SMOOTH  AS  GLENFIDDICH   SINGLE  MALT. 


Single  malt  scotch  with  extraordustary  character. 
Distilled  and  bottled  by  the  Grant  family  since  1887. 

To  SKND  A  GIFT  OF  GLENFIDDICH   ANYWHERE  IN  THE  tJ.S.,  CALL.  1-800-238-4373,   VOID  WHERE  PROniBITED. 

Bottled  in  Scotland.  43%  alc/Vol  <86  proof).  ©William  Grant  &  sons  Inc.,  New  York,  NY  10020. 


"Selling  coatings  in  South  America  is  quite  different 
from  selling  them  in  Europe.  We  cannot  simply  adopt 
European  technology;  we  must  adapt  it  to  local  needs.  And 
in  economic  and  financial  aspects,  the  gap  is  even  wider. 


I  never  fail  to  stun  my  colleagues  when  I  tell  them  . 
the  hyperinflation  we  have  to  deal  with,  and  the  unc 
dox  measures  we  must  take  to  control  our  costs  and 
our  customers  to  survive.  We  get  all  the  help  we  neec 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  products. 
60,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  c 
Akzo  America  Inc.,  Corp.  Comm.  Dept./S9.  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 


Dilson  Ferreira,  General  Manager  Akzo  Coatings  South  America: 


adquarters,  and  the  best  part  is  that  it  comes  with 
trings  attached.  We  are  free  to  run  this  business 
~  which,  looking  at  our  growth  figures,  seems 
lost  effective  way  of  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY  AKZO 


Lerach 


He  offered  me  his  red  leather  chair 
and  said  ''Congratulations,  Mr  Chairman! 
]Ne  were  in  the  boardroom. 


Or  was  it  The  St.  Regis. 


NEW  YORK 


An  ITT  Sheraton  LuxLlR^•  Hotel 


f  IFTH  AVENUE  AT  55TH  STREET  NEW  YORK,  N  Y  10022'TEE  212-753.4500,  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 


T.  Rowe  Price  International  Stock  Fund  —one  of  the  oldest  and 
largest  mternational  funds — could  be  an  ideal  way  to  diversify  your 
portfolio.  Adding  foreign  holdings  could  help  increase  your  return 
potential  by  providing  exposure  to  potentially  stronger-performing 
foreign  markets.  And  it  should  help  reduce  your  portfolio's  overall 
volatility  because  foreign  economies  follow^  different  cycles  than  the 
U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  a  4-star  rating  (****)  for  its  risk-adjusted  perfor- 
mance. $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-5854 


Invest  With  Confidence 

TRoweRice 


ISF019537 


International  investing  has  special  risks,  including  currency  fluctuations.  There  is  no  guarantee  that 
the  Fund  can  achieve  its  objectives.  Past  performance  cannot  guarantee  future  results.  Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  7/31/93.  These  ratings  may 
change  monthly.  Ratings  are  calculated  from  the  Fund's  3-,  5-,  and  10-year  average  annual  returns 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month 
Treasury  bill  monthly  returns.  10%  of  funds  in  an  investment  category  receive  5  stars  and  22.5% 
receive  4  stars.  Request  a  prospectus  with  more  complete  information,  including  management  fees 
and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  mioney.  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor. 


firm's  time  and  money.  Think  of  it  as 
business.  His  cost  of  goods  sold  is  hj 
research  expenses.  His  office  probabl 
spends  $250,000  a  year  searching  da 
tabases,  for  instance,  and  often  hire 
experts  before  filing  to  assess  damage 
to  investors  and  thus  the  amount  c 
contingent  fees  Lerach  might  get.  1 
Here  is  how  one  defense  lawye 
sizes  him  up:  "He  is  a  superb  busi 
nessman,  probably  better  than  a  lav. 
yer.  The  product  is  class  action.  H 
sells  it  for  the  best  price  he  can  get. 
But  defense  lawyers  concede  that  Let 
ach's  firm  is  the  most  reputabl 

Tough  talk  at  settle- 
ment negotiations:  "I 
will  run  this  company 
into  bankruptcy." 

among  the  plaintiff  securities  bar.  Sa\ 
one,  "He  will  dismiss  a  case  quickly 
you  can  show  he's  really  off  base." 

Lerach  defines  the  word  aggressive 
Earlier  this  year  he  filed  a  lawsuit  ths 
in  effect  challenged  a  proposed  $3 
million  settlement  of  two  class  action 
against  Sun  Microsystems — cases  i 
which  Lerach  was. not  involved.  Whei 
the  dust  settled,  the  company  ha 
paid  Lerach  and  associates  a  $1.4 
million  fee.  The  $30  million  setde 
ment  stayed  the  same. 

Lerach — and  his  fellow  class  action 
attorneys — argue  that  their  lawsuii 
help  keep  business  honest.  He  has 
cynical  view  of  the  Silicon  Valley  firrr 
he  sues:  "Those  companies  consi; 
tently  engage  in  securities  fraud." 

But  whether  such  suits  benef 
shareholders  is  open  to  argumen 
Those  who  lose  money  investing  i 
Apple  Computer  or  Seagate  Techno 
ogy  may  see  a  few  dollars  a  share  wo 
in  a  lawsuit  as  a  small  bonanza.  Bl 
where  does  the  money  come  from  t 
settle  these  cases.^  Ultimately,  direcd 
or  indirectly,  from  the  investing  put 
lie  itself  The  corporation,  after  al 
pa\'s  the  premiums  on  the  liabilil 
insurance  that  covers  maybe  half  c 
most  settlements. 

Sometimes  an  accounting  firm  th; 
audited  the  books  coughs  up  part  c 
the  setdement  fund.  For  them,  litigc 
tion  is  just  another  cost  of  doin 
business  that  the\'  pass  along  in  th 
form  of  a  higher  auditing  fee. 
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With  the  Flying  Goddess  in  Ephesus  getting  her  wings 
around  460BC,  it's  easy  to  see  our  interest  in  flying  sUghtly 
pre-dates  our  modern  democracy  This  year  Turkish  Airlines  is 
celebrating  its  60th  year.  And  although  that  makes  us  old  pros,  we 
have  one  of  the  youngest  fleets  of  A340's  you  could  fly  with, 
offering  the  best  connections  to  the  Middle  East,  Central  Asia  and 

Asia  since  the  time  when  peihaps  a  goddess  may  just  have  done  it  better. 


Lerach 

Yoii  can  look  on  class  suit  lawyers  as 
volunteer  policemen,  protecting  the 
public  against  unscrupulous  business 
people.  Or  you  can  view  them  as 
predators  sapping  the  competitive- 
ness of  U.S.  business.  People  with  the 
latter  view  have  long  hoped  for  tort 
reform  to  curb  what  they  regarti  as 
predatoiy  lawsuits. 

Among  their  proposals:  require 
that  losers  in  suits  deemed  frivolous 
pay  winners'  attorney  fees,  limit  the 
obligation  of  a  tangential  defendant 
to  pay  the  whole  judgment  when  the 
principal  culprits  can't,  and  raise  stan- 
dards of  proof  for  fraud. 

As  federal  court  rules  now  stand, 
Lerach  can  file  a  class  suit  alleging  that 
company  officials  committed  securi- 
ties law  violations  with  relatively  little 
specific  evidence  other  than  a  stock 
price  drop.  His  plaintiffs  don't  have  to 
show  individual  reliance  on  fraudu- 
lent statements;  they  can  work  from  a 
fuzzier  ''fraud  on  the  marketplace" 
concept.  (Lerach's  bid  to  extend  this 
rule  to  California  state  courts  was 
recently  rejected.) 

In  making  sweeping — and  often 
very  colorful — denunciations  in  his 
complaints,  Lerach  can  argue  that  the 
company  should  have  disclosed  the 
underlying  bad  news  sooner.  With 
luck  there  will  be  insiders  selling  stock 
at  some  point  before  the  price  drop. 
Courts  usually  give  him  the  power  to 
force  the  other  side  to  produce  docu- 
ments he  hopes  will  be  damning. 

Bill  Lerach  goes  to  considerable 
lengths  to  thwart  tort  reformers.  As 
FORBHS  has  pointed  out  (Att^.  2j,  trial 
lawyers  as  a  group  contributed  hand- 
somely to  Clinton's  presidential  cam- 


paign. Since  1989  Lerach,  his  office 
mates  and  family  members  have  made 
more  than  $500,000  in  political  con- 
tributions. This  inclucies  money  to  at 
least  17  current  U.S.  senators,  nearly 
all  Democrats.  Besides  his  own  dona- 
tions, Lerach  has  also  raised  $2-mil- 
lion-plus  from  others. 

Lerach's  political  contacts  helped 


MtLBERG  WEISS  BtRSMAO  SPCCTMRIC  S  LCRACM 
COUMtCkkAA*  AT  LAW 


A  computer  executive  asked  fellow 
class  action  victims  to  send  him  business 
cards.  From  Lerach,  he  got  this — and 
then  a  third  lawsuit. 


get  Congress  to  reverse  a  Supreme 
Court  decision  on  statutes  of  limita- 
tion that  would  have  hobbled  many  of 
his  cases.  He  also  helps  pick  some 
federal  judges  in  California,  where 
many  of  his  cases  are  brought,  by 
serving  on  an  advisory  panel  to  Sena- 
tor Dianne  Feinstein. 

At  times  his  political  enthusiasm 
seemingly  gets  the  better  of  him.  The 
Federal  Election  Commission  this 
year  fined  him  $7,100  for  personally 
exceeding  federal  campaign  donation 
limits  in  1990  by  $26,232.  Lerach 
makes  no  bones  about  his  political 
involvement  being  an  important  part 
of  the  practice  of  law. 

As  is  letting  potential  targets  know 
you  are  a  tough  character.  Al  Shugart, 


chief  executive  of  hard  disk  makt 
Seagate  Technology,  was  twice  sue 
by  Lerach.  In  1990  Shugart  tried  t 
organize  a  group  to  publicize  what  h 
thought  were  coercive  legal  tactics  i 
class  actions.  Shugart  ran  an  ad  in 
trade  publication  asking  people  intei 
ested  in  joining  to  send  in  their  bus 
ncss  cards.  Shugart  got  one  from  Lei 
ach,  with  this  inscription:  "Dear  Al- 
More  is  coming."  True  to  his  wore 
Lerach  filed  a  third  suit  the  followin 
year.  It  is  still  pending. 

By  the  same  token,  Lerach  has  bee 
known  at  settlement  talks  to  fiy  into 
rage  and  declaim:  'T  will  run  thi 
company  into  bankruptcy" — an  od| 
posture  for  a  law^'er  representinj 
shareholders.  Explains  he:  "It's  in-j 
portant  for  a  plaintifiPs  lawyer  to  hav 
a  sufficient  amount  of  irrationality'  i 
his  behavior  to  keep  the  other  side  o; 
balance." 

A  Pittsburgh  native,  Lerach  got 
law  degree  from  a  local  university  an 
ended  up  at  one  of  the  cit)''s  pronu 
nent  corporate  firms.  He  did  det 
collections  and  even  drafted  docii 
ments  for  corporate  undervvritings 
was  also  in  those  days  that  he  coaij 
thored  a  law  review  article  calling  cla^ 
actions  "judicial  monstrosities. 
Laughs  Lerach  today,  "Wisdom  camj 
after  1  wrote  that." 

Lerach  regards  with  pleasure  th 
recent  bumper  crop  of  new  issues  i 
Silicon  Valley.  "As  surely  as  nigh 
follows  the  day,"  he  says,  "at  som 
point  in  the  next  several  months 
there  will  be  a  washout  of  a  lot  d 
those  public  offerings,  and  a  certai: 
number  will  turn  up  as  securitit 
cases."  ■ 


No  Republicans, 
please 


William  Lkrach  is  an  ac- 
knowledged liberal  Demo- 
crat, a  Bill  Clinton  sup- 
porter all  the  way.  But  he 
doesn't  let  political  cor- 
rectness get  in  the  way  of 
his  legal  judgment. 

In  1988,  after  losing  a 
jury  triid  in  which  he  al- 


leged securities  fraud  in- 
volving NuCorp  Energy, 
he  wrote  a  memo  summa- 
rizing his  post-trial  inter- 
views with  jurors.  Lerach 
later  handed  out  the  memo 
at  a  seminar.  Excerpts 
follow: 

■  "Women  are  much 
more  opinionated  than 
men,  less  susceptible  to 
reason,  and  less  likelv  to 
change  their  minds  based 
upon  the  arguments  of 
others." 


■  "An  often-repeated 
theory  of  jury  selection  that 
heav)'set  jurors  tend  to  be 
good  plaintiffs'  jurors  be- 
cause they  are  happy-go- 
lucky  types  appears  to  be 
incorrect." 

■  "Teachers — especially 
high  school  teachers — 
make  good  defense  jurors 
because  they  are  used  to 
disciplining  people,  i.e., 
saying  no  to  them  and  dis- 
appointing them." 

■  "Conserxative  60-vear- 


old  Republicans  are  proba 
bly  so  devoted  to  the  sys- 
tem, and  so  wedded  to  tht 
idea  that  each  person  is 
responsible  for  what  hap- 
pens to  him  in  his  own 
life,  that  this  bias  cannot  bl 
overcome." 

■  "Jurors  do  not  appear 
to  be  able  to  separate 
their  personal  feelings  or 
like  or  dislike  toward  an 
indi\'idual  lawyer  from 
the  \'erdict  thev 
render."         -W.P.B.  I 
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Advertisement  1 


One  of  the  world's  most  dynamic 
economies.  One  of  the  world's  oldest 
civilizations.  One  of  the  world's  newest 
democracies.  If  South  Korea  is  all  these 
things,  it  is  also  something  more... 


Korea 


o 


S 


ut  of  the  "economic  miracle"  of  the  last  two 
decades,  the  Koreans  have  fashioned  a  vib- 
rant, modern  nation  that,  having  achieved  a 
gratifying  visibility  on  the  international  scene, 
is  redis- 


covering  its  millennia-old 
roots. 

Bringing  the  excite- 
ment of  today's  Korea  to 
Americans  is  the  pur- 
pose of  the  Festival  of 
Korea,  a  nationwide 
celebration  of  the  peo- 
ple and  their  culture 
organized  by  The 
Asia  Society. 

Says  Nicholas 
Piatt,  president 
of  The  Asia 
Society, 
"Americans 
need  to  be  better 
informed  about  Korea 
and  the  Koreans.  In  this 
century  alone,  these  tenacious 
people  have  survived  devastating 
wars  and  invasions  and  ideological 
conflicts  to  build  an  economy  that  is 
among  the  world's  most  successful. 
Koreans  who  have  settled  abroad, 
in  the  United  States  and  elsewhere, 
have  prospered.  South  Korea  now 
has  a  popularly  elected  president. 
The  time  has  come  for  us  to  gain 
a  deeper  understanding  of  our 
Korean  neighbors.  T  hat  is  the 
goal  of  The  Asia  Society's 
Festival  of  Korea." 

Ethnically,  Korea  may  be  the 
world's  most  homogenous 


nation. 
Koreans  are 
descended  from 
North  Asian  tribes  who 
began  settling  the  peninsula 
between  China  and  Japan  some 
8,000  years  ago.  Today's  Koreans  speak  a  language  that  is 
distinct  from  both  Chinese  and  Japanese.  And  their  culture, 
while  reflecting  centuries  of  wary  coexistence  with  powerful 
neighlxirs,  is  uniquely  Korean  in  its  spontaneity,  directness 
and  deceptively  siniple  elegance. 

Occupied  by  Japan  from  1910  to  1945,  the  peninsula 
of  Korea  was  divided  into  two  countries  in  1948  as  a 
^result  of  the  Cold  War.  Ideological  conflict  between  the 

Communist  north  and  the  non-Communist  south 
I  flared  into  armed  conflict  in  1950.  During  the  next 

three  years,  an  estimated  two  million  Koreans 
died  and  the  economic  infrastructure  of  the 
peninsula  was  virtually  demolished. 

The  rebuilding  of  South  Korea  after 
the  war  and  its  transformation  into  a 
world-class  economic  power  is  a 
I     remarkable  story  of  hard  work 
against  great  odds.  In  1961 
per  capita  GNP  in  South 
Korea  was  only  $82;  by 
1991  it  was  $6,500 
and  still  climbing. 
Today's  South 
Korea  is  among 
the  world's  most 
densely  populat- 
ed countries, 
with  more  than  42 
million  people  living  in  an 
area  approximately  the  size  of 
Indiana.  More  than  a  quarter  of  all 
South  Koreans  live  in  the  capital,  Seoul, 
one  of  the  world's  largest  and  most  mod- 
ern urban  centers.  Literacy  is  nearly 
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Corporation 

i  am  privileged  to  greet  the  preeminent 
readership  of  Forbes  on  this  occasion. 

Korea  is  a  country  of  diversity.  A  coun- 
try as  diverse  as  the  seasonal  changes  in  its 
spectacular  scenery.  Very  often,  however,  its 
complete  visage  of  old  and  new  is  obscured, 
partly  because  of  unfortunate,  historic  cir- 
cumstances of  the  earlier  part  of  this  centu- 
ry, when  due  opportunities  to  present  itself 
to  the  outside  world  were  not  there. 

Korea  is  now  an  economic  powerhouse 
in  Asia  and  the  Pacific,  a  major  trading 
partner  of  the  United  States  and  a  flourish- 
ing Asian  democracy.  Yet  Korea  is  more.  It 
takes  pride  in  its  unique  culture,  whose 
influence  extended  far  beyond  its  present 
borders  in  Northeast  Asia  even  centuries  ago. 

Understanding  the  history  of  a  nation 
can  go  a  long  way.  The  Festival  of  Korea  will 
serve  to  further  exchanges  between  the  two 
friendly  peoples. 

Korea  is  now  home  to  Taejon  EXPO, 
and  1994  has  been  proclaimed  "Visit  Korea 
Year,"  marking  Seoul's  600th  anniversary  as 
its  capital. 

Kindly  visit,  rather  revisit,  Korea  to 
explore. 

Our  best  wishes  for  the  success  of  the 
worthy  undertaking  by  The  Asia  Society,  in 
which  we  find  truly  great  and  learned 
friends. 

Chi  Youn-Tai 

President 

Korea  National  Tourism  Corporation 


universal.  The  Koreans  celebrate  the 
invention  of  their  alphabet,  which  was 
devised  in  1443  by  a  team  of  scholars  at 
the  behest  of  King  Sejong  the  Great, 
with  a  national  holiday. 

To  give  American  audiences  a  taste 
of  the  cultural  heritage  that  has  been  a 
source  of  Korea's  strength  over  the  cen- 
turies, The  Asia  Society's  Festival  of 
Korea  will  highlight  five  major  presenta- 
tions that  will  be  seen  in  cities  across  the 
U.S. 

An  exhibition  enti- 
tled "Korean  Arts 
of  the  Eigh- 
teenth Century: 
Splendor  & 
Simplicity"  fea- 
tures among  its 
120  masterworks 
many  government- 
designated  National 
Treasures  that  have  never  before 
been  seen  outside  Korea. 

In  addition  to  paintings,  sculptures, 
ceramics,  textiles  and  jewelry  from  royal 
palaces  and  from  Buddhist,  Confucian 
and  shamanist  shrines  and  temples,  the 
exhibition  will  display  period  furnish- 
ings in  elegant  settings  —  reconstructed 
by  contemporary  Korean  artisans  and 
architects  —  that  reveal  how  Korean 
scholar-gentlemen  of  the  eighteenth  cen- 
tury lived.  The  exhibition  is  co-orga- 
nized by  The  Asia  Society  and  the 
National  Museum  of  Korea,  Seoul. 


The  exhibition 
opens  at  The  Asia 
Society  Galleries, 
725  Park  Avenue 
in  New  York  City, 
on  October  3,  1993 
After  closing  in 
New  York  on 
January  2,  1994,  it 
will  travel  to  the 
Arthur  M.  Sackler 
Gallery  in 
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Washington, 
D.C.  (February 
20  through  May 
15,  1994) and 
the  Los  Angeles 
County  Museum 
of  Art  (June  16 
through  August 
21,  1994). 

An  evening 
*f  traditional 
A-orean  music 
md  dance  by 
wo  renowned 
roupes  —  the 
Corean  Tradi- 
ional  Perform- 
;ig  Arts  Centre 
nd  the  Eunyul 
alch'um 

Masked  Dance-Drama)  Preservation 
^nter  —  represents  two  extremes  of 
kOrea's  performing  arts  spectrum. 

The  34  performers  of  the  Korean 
Vaditional  Performing  Arts  Centre  are 
evoted  to  keeping  alive  the  ancient 
spertoire  of  Chongak  (literally  "proper 
lusic").  This  repertoire  was  refined 


over  the  centuries  by  the  Buddhist  and 
Cbnfucian  dynasties  that  ruled  Korea 
from  early  in  the  first  millenni- 
um until  1910;  it  is  still  per- 
formed at  important  state  and 
religious  functions. 

The  Korean  Traditional 
Performing  Arts  Centre,  found- 
ed in  Seoul 
in  1951. 


The  Asia  Society  is  America's  leading  institu- 
tion dedicated  to  fostering  understanding  of 
Asia  and  promoting  communication  between 
Americans  and  the  peoples  of  Asia  and  the 
Pacific.  A  national  nonprofit,  nonpartisan 
educational  organization,  the  Society  provides 
a  forum  for  building 
awareness  of  more  than 
thirty  countries 
broadly  defined 
as  the  Asia- 
Pacific  region 
—  an  area 
extending  from  Japan  westward  to  Iran  and 
from  Central  Asia  to  New  Zealand,  Australia 
and  the  Pacific  Islands. 

Through  art  exhibitions  and  perfor- 
mances, seminars  and  conferences,  publica- 
tions, assistance  to  the  media  and  materials 


and  programs  for  students  and  teachers, 
the  Society  presents  to  the  American  people 
the  uniqueness  and  diversity  of  the  cultures, 
history  and  contemporary  affairs  of  the 
Asia-Pacific  region. 

Founded  in  1956  by  John  D. 
Rockefeller  III,  the  Society  reaches  audiences 
around  the  United  States  and 
'JPJ-Jj^       throughout  the  world  from 
A         A  its  headquarters  in 

/TloI  A  New  York  City 

C/^/^T'CnpVT'  and  regional  centers 
^^^^^  A  X    in  Washington,  D.C, 
Los  Angeles,  Houston  and  Hong  Kong.  The 
Asia  Society  is  supported  by  contributions 
from  foundations,  corporations  and  individu- 
als who  believe  in  the  mandate  of  the 
Society:  to  build  bridges  of  understanding 
between  Americans  and  Asians. 


HYUND/VI 


It  is  a  great  honor  and  pleasure  to  be  able 
to  greet  the  international  community  on  such 
a  momentous  occasion,  celebrating  the 
Festival  of  Korea.  It  has  been  quite  some 
time  since  economic  exchanges  among 
nations  have  become  an  integrated  part  of 
daily  life;  however,  cultural  exchanges  have 
lagged  considerably.  Organizations  such  as 
The  Asia  Society  foster  and  facilitate  cultural 
understanding  through  exchanges  in  the 
global  community. 

As  the  forces  of  technological  develop- 
ments bring  the  global  community  closer 
together,  it  is  imperative  that  we  learn  to 
cooperate  and  live  in  harmony.  We  can  no 
longer  go  on  stereotyping  members  of  differ- 
ent ethnic  or  religious  groups.  We  must 
familiarize  ourselves  with  other  cultures 
through  experience  and  communication  for 
the  shaping  of  a  better  future. 

It  is  my  hope  that  the  Festival  of  Korea 
marks  the  beginning  of  a  new  era  in  cultural 
exchanges.  Korea  presents  itself  to  the  United 
States  as  a  people  and  a  culture,  not  just  an 
economic  entity.  We  hope  that  the  American 
people  will  receive  us  with  warm  and  friend- 
ly hearts,  taking  cultural  understanding  to 
new  heights. 


Chung  Se-Yung 

Chairman 
Hyundai  Group 
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DAEWOO 

We  applaud  The  Asia  Society  and  all  who 
participate  in  the  Festival  of  Korea  for  creat- 
ing this  opportunity  to  show  America  the 
many  different  faces  of  Korea. 

To  date,  relations  between  Korea  and 
America  have  been  heavily  focused  on 
defense  issues  and  commercial  ties.  We  take 
it  as  a  sign  of  great  progress  that  we  are 
beginning  to  share  more  of  our  two  cultures. 
The  value  of  these  exchanges  cannot  be 
overstated  —  they  will  yield  many  benefits 
in  the  years  to  come  in  the  continuing  part- 
nership between  our  two  countries.  And,  as 
is  true  in  any  partnership,  you  cannot  know 
your  partner  too  well. 

In  the  26  years  since  the  Daewoo 
Group  was  established,  Korea  has  gone 
through  great  change  economically  and,  more 
recently,  politically,  as  a  vibrant  democracy 
has  taken  hold.  Our  group's  success  as  a 
diversified  enterprise  engaged  in  manufactur- 
ing, trading,  construction,  financial  services 
and  hotels  is  the  result  of  the  efforts  of 
hundreds  of  thousands  of  people  in  Korea 
and  abroad.  I  see  this  festival  as  a  celebra- 
tion of  those  people,  too. 

Looking  forward,  Korea  must  now  focus 
on  further  developments  in  technology,  intel- 
lectual capital  and  cultural  achievements  in 
the  increasingly  integrated,  global  community. 
It  is  our  hope  that  America  will  figure 
prominently  in  these  plans.  Here's  to  a  con- 
tinuing and  prosperous  partnership! 

Kim  Woo-Choong 

Chairman 
Daewoo  Group 


trace  its  roots  back  to  a  royal  institute 
that  oversaw  performances  of  court 
music  and  dance  in  a  northern  Korean 
kingdom  during  the  fourth  century. 
By  contrast,  the  1 7  performers  of  the 
Eunyul  Takh'um 
(Masked  Dance- 
Drama) 
Preservation 
Center  draw 


upon  the  vigorous  folk  arts  of  the 
Korean  countryside.  Like  the  street  the- 
ater of  the  Italian  Renaissance  or  Eliza- 
bethan England,  Korean  Masked  Dance- 
Drama  is  earthy  and  irreverent,  unspar- 
ing in  its  ridicule  of  privileged  people 
who  abuse  their  privileges,  such  as 
allegedly  pious  monks  who  drink  and 
carouse  and  dimwitted  noblemen  who 
are  constantly  being  outsmarted  by  their 
Figaro-like  servants. 

Masked  Dance-Drama  was 
originally  performed  to  com- 
memorate special  events  in 
the  lives  of  Korea's  farmers, 
such  as  Buddha's  birthday 
and  the  annual  rice  plant- 
ing festival.  Performances, 
which  lasted  from  dusk  to 
dawn,  were  held  in  open 
fields  lit  by  blazing  bon- 
fires. 

The  first  half  of  each 
program  on  the  Festival  of 
Korea  tour  will  be  devot- 
ed to  Chongak,  the  sec- 
ond half  to  Masked 
Dance-Drama.  The  seven 
cities  on  the  tour  are 
Los  Angeles 
(September  22,  1993), 
New  York 
(September  25 
and  26,  1993), 
Washington, 
D.C.  (September 
28,  1993). 
Atlanta  (Sep- 
tember 30, 1993), 


Houston  (October  1,  1993),  Seattle 
(October  3,  1993)  and  Minneapolis/ 
St.  Paul  (October  5  and  6,  1993). 

Chindu  Stkkim  Kut  is  a  shaman 
ritual  incorporating  drums,  incense, 
song  and  dance,  performed  by 
shamans  and  musicians  from  Chindo 
Island  off  Korea's  southwest  coast. 

Shamanism  is  the  name  given  to 
religious  practices  derived  from  the  early 
Koreans  who  began  to  form  tribal 
federations  and  then  kingdoms  in 
the  peninsula  in  the  first  millennium 
B.C. 

Although  the  great  majority  of 
Koreans  today  are  Buddhist  or  Chris- 
tian, and  the  moral  precepts  adopted 
from  the  Chinese  Classics  of  Confucius 
have  permeated  Korean  life,  shamanism 
retains  a  hold  on  the  Korean  imagina- 
tion. Scholars  have  documented  the  in- 
fluence of  shamanism  on  the  traditional 
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SUJCKY-GOLDSIAR 


believe  it  is  events  like  the  festival  of 
)rea  and  accurate  information  about  poten- 
i\  business  partners  that  will  strengthen 
ith  the  friendship  and  economic  ties  be- 
'een  the  United  States  and  Korea.  One  of 
ose  business  partners  is  Lucky-Goldstar. 

The  Lucky-Goldstar  Group  v/as  founded 
1947  as  the  Lucky  Chemical  Company, 
day,  46  years  later,  v/e  are  a  U.S.  $32  bil- 
in  international  corporation  working  in  over 
10  countries  and  involved  in  every  aspect 
chemistry,  electronics,  trade,  finance,  con- 
'uction  and  public  service. 

We  credit  our  rapid  success  to  our 
termined  pursuit  of  customer  satisfaction. 

We  feel  customer  satisfaction  is  the 
suit  of  three  supporting  characteristics  that 
I  have  cultivated  through  the  years.  The 
5t  is  energetic  enthusiasm.  The  second  is  a 
[orous  R&D  program.  And  the  third  is  a 
mmitment  to  quality. 

We  feel  these  three  characteristics  com- 
le  to  create  customer  satisfaction.  And 
It's  our  top  priority. 

This  is  what  has  made  Lucky-Goldstar 
;  trendsetter  in  the  Korean  market,  and 
lat  we  believe  sets  us  apart  from  the 
)wd. 

30  Cha-Kyung 

airman 
cky-Goldstar 


arts  and  culture  of  the  peninsula. 

The  shamans  and  musicians  from 
Chindo  Island  will  perform  Chindo 
Sikkim  Kut,  a  dramatic  ritual  that  medi- 
ates between  the  temporal  and  spirit- 
ual worlds.  This  powerful  and  beautiful 
ceremony  will  be  seen  in  New  York 
(February  25-27,  1994),  Los  Angeles 
(March  5-6,  1994),  and  in  Chicago  and 
Houston  in  March,  on  dates  to  be 
announced. 

The  Korean  martial  art  of  Tae- 
kwondo  will  be  demonstrated  by 
a  championship  troupe  of  boys  and 
girls,  ages  8-18. 

These  young  adepts  of  Taekwondo, 
an  art  of  self-defense  which  trains  both 
body  and  spirit,  are  directed  by  Lee 
Kyu  Hyung,  the  Taekwondo  master 
who  choreographed  the  opening  events 
for  the  Summer  Olympics  in  Seoul  in 
1988. 


The  Sunkyong  Group  congratulates  The  Asia 
Society  in  bringing  together  an  important 
cultural  event,  the  festival  of  Korea,  that  will 
highlight  the  richness  and  vitality  of  the 
Korean  culture.  We  are  thrilled  and  honored 
to  sponsor  this  unprecedented  year-long  cele- 
bration of  the  Korean  culture  across  the 
United  States. 

The  festival  of  Korea  comes  at  a  cru- 
cial time  as  Korea  joins  the  ranks  of  the 
advanced,  industrialized  democracies.  This  is 
a  truly  opportune  moment  for  a  celebration 
of  Koreas  distinct  culture  and  history  as 
Korea's  role  in  world  affairs  becomes  increas- 
ingly prominent. 

I  have  always  believed  that  globaliza- 
tion will  progress  to  a  point  much  further 
than  any  of  us  can  foresee.  An  important 
aspect  of  globalization  is  the  learning  and 
sharing  of  the  diverse  cultures  that  we 
encounter  as  the  world  becomes  a  smaller 
place.  The  festival  of  Korea  is  an  important 
step  in  that  direction.  The  Sunkyong  Group 
salutes  The  Asia  Society,  the  sponsors  and 
organizers  in  bringing  together  such  a  truly 
historic  event. 

Chey  Jong-Hyon 

Chairman  of  the  Sunkyong  Group 

With  revenues  of  more  than  $14  billion  and  over 
22,000  employees  on  five  continents,  Sunkyong  is 
dedicated  to  globalization.  Leadership  in  the  fields 
of  energy,  international  trade,  petrochemical  products 
and  engineering  and  construction  places  Sunkyong  in 
the  top  five  business  groups  in  Korea.  We  have 
growing  commitments  in  fine  and  specialty  chemicals, 
engineering  plastic  and  pharmaceuticals  as  well  as 
telecommunications,  distribution  and  financial  services. 
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SsangYong 

In  Korea  we  have  an  old  saying  that  reads: 
"Once  a  friend,  always  a  friend."  And  I  think 
this  adage  depicts  the  decades-long  friendship 
of  mutual  cooperation  between  Korea  and  the 
United  States. 

On  this  occasion  of  the  opening  of  the 
Festival  of  Korea,  I  would  like  to  express  my 
heartiest  congratulations  along  with  a  firm 
belief  that  the  long-standing  goodwill  between 
the  two  countries  will  be  further  promoted 
and  solidified. 

Since  our  founding  more  than  half  a 
century  ago,  we  have  extended  total  efforts  to 
providing  ever-improved  products  and  services 
for  clients,  consumers  and  society  at  large.  To 
emphasize  this  corporate  philosophy  ever  fur- 
ther, last  year  we  adopted  a  "Clients  First" 
campaign  in  all  facets  of  operations,  thereby 
placing  complete  client  satisfaction  above  all 
other  priorities. 

At  the  same  time,  we  continue  to 
stress  globalization  as  a  major  strategy  for 
continued  growth.  We  began  in  Korea  in 
1939,  but  we  now  deal  with  clients  and  firms 
in  over  120  nations  around  the  world. 
Continued  globalization  on  multidimensional 
levels  will  also  assure  us  continued  success  in 
the  years  and  decades  to  come. 

We  sincerely  look  forward  to  winning 
the  trust  of  people  around  the  world  with  our 
unwavering  commitment  to  reliability  and  we 
hope  that  you,  too,  will  join  our  long  list  of 
firms  and  friends  who  know  that  "Once  a 
Ssangyong  friend,  always  a  Ssangyong  friend." 

Kim  Suk-Won 

Chairman 

Ssangyong  Business  Group 


TFiey  will  demonstrate  their  thrilling 
acrobatic  discipline  in  New  York  (May 
2-4,  1994),  Los  Angeles  (May  7,  1994), 
Houston  (May  14-15,  1994)  and,  later 
in  May,  in  Atlanta  and  Seattle  on  dates 
to  be  announced. 

A  film  series  will  showcase 
Korean  cinema,  from  early  classics  to 
contemporary  releases,  co-curated  by 
The  Asia  Society  and  New  York's 
Museum  of  Modern  Art. 

The  films  will  include  examples  of 
some  of  the  most  popular  genres  in  the 


Korean  cinema,  including  historical  dra- 
mas and  coming-of-age  narratives. 
Among  the  works  featured  will  be  films 
by  internationally  renowned  directors 
like  Im  Kwon-taek  and  acclaimed  new- 
comers like  Park  Chong-won. 

The  series  will  be  divided  into  two 
parts.  Between  ten  and  fifteen  films  will 
be  screened  in  New  York  City  June  2- 1 4, 
1994,  at  both  The  Asia  Society  and  The 
Museum  of  Modern  Art.  Six  to  eight 
films  will  tour  the  country;  they  will  be 


seen  in  Los  Angeles  in  early  March,  in 
Seattle  in  late  March,  in  Houston  in 
early  April,  in  Washington,  D.C.,  in  late 
April,  in  Atlanta  in  early  May,  in 
Minneapolis  in  June,  and  in  Chicago  in 
July  (exact  dates  to  be  announced). 

In  addition  to  these  highlighted  pre- 
sentations, The  Asia  Society  and  univer- 
sities, museums,  galleries  and  Korean- 
American  communities  throughout  the 
country  are  hosting  a  rich  and  varied 
schedule  of  events  focusing  on  Korea 
and  the  Koreans.  A  comprehensive 
National  Calendar  of  Festival  events  is 
available  from  The  Asia  Society  in  New 
York.  For  more  information  on  the 
Festival  or  membership,  contact  the 
Society  at  (212)  288-6400. 

The  Asia  Society's  Festival  of  Korea  is 
sponsored  by  Philip  Morris  Companies 
Inc.  The  Festival  is  also  supported  by 
grants  from  the  Korea  Foundation, 
The  Federation  of  Korean  Industries, 
the  Korea  Foreign  Trade  Association 
and  The  Korea  Chamber  of  Commerce 
and  Industry.  Co-chairs  of  the  Festival 
of  Korea  are  P.  H.  Koo,  chairman  of 
Lucky-Goldstar  International 
Corporation,  and  George  P.  Shultz, 
former  U.S.  Secretary  of  State. 

New  York-based  Gerald  ]or\as  writes,  the  newsletter 
for  The  Asia  Society. 

Design:  Daniel  Raabe  &  Associates,  Inc., 
New  York  City. 

Festival  photographs  courtesy  of  The  Asia  Society. 
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Made  in  Italy"  long  carried  enough  cachet  to 
ommand  premium  prices  and  premium  profits  for 
iFTGroup.  But  there'sa  limitto  what  people  will  pay. 

Consumers  are 
smarter  today^^ 


[O  JACKET  model  leaves  gft's  huge 
ctory  in  Settimo,  Italy,  near  Turin, 
ithout  going  through  Giorgio  Cor- 
;se.  Signore  Cortese,  a  tailor,  tries  on 
ich  model  in  his  size,  just  to  make 
ire  the  design  hangs  properly  and 
els  right — some  300  jackets  a  day. 
ny  jacket  that  flunks  the  Cortese 
loulder  test  goes  back  to  the  fac- 
)ry  floor. 

Combining  that  sort  of  attention  to 
:tail  with  tlie  glamour  of  designer 
imes  like  Giorgio  Armani,  Valen- 
no,  Emanuel  Ungaro  and  Claude 
lontana,  Gruppo  Finanziario  Tessile 
)uld  and  did  get  premium  prices  for 
5  men's  suits.  As  privately  owned 
ft's  revenues  rose  from  $380  mil- 
3n  in  1983  to  over  $1  billion  last 
;ar,  its  profits  peaked  at  $32  million 
,  1989. 

But  now  high  labor  and  other  costs 
1  Italy  are  crimping  GFT's  profitabili- 
■.  It  simply  cannot  command  a  suffi- 
ent  premium  for  its  products  to 
)ver  these  costs.  An  Italian  textile 
orker  makes  $18  an  hour,  compared 
ith  $3.22  in  $outh  Korea.  "No  one 
ill  pay  for  the  high  added  value  that 
/lade  in  Italy'  costs,"  complains 
ranco  Veroni,  head  of  gft's  strategic 
anning.  'Tf  I  couldn't  get  my  $800 
FT  suit  for  half  price,  I  wouldn't  buy 
."  Adds  Leopoldo  Borzino,  chief 
cecutive  of  gft  usa  Corp.,  responsi- 
le  for  about  30%  of  gft's  revenues: 
The  consumer  is  much  smarter  to- 
ly.  A  designer  label  by  itself  doesn't 
lean  anything  anymore." 

The  Italians,  to  whom  GFT  sells  a 
lird  of  its  output,  still  worship  their 
^signers.  But  even  Europe's  most 
Dtorious  dandies  are  toning  down 
leir  peacocker\'.  Italians  have  tradi- 
onally  spent  9%  of  household  in- 
)me  on  clothes — 50%  more  than 


Patterning  the  perfect  sleeve  at  GFT 
Splendid  work,  but  at  what  cost? 


their  fellow  Europeans.  Now  their 
closets  are  starting  to  come  closer  into 
line  with  the  European  norm. 

Another  problem  for  GFT:  the  de- 
cline of  the  suit.  Ten  years  ago  Ameri- 
can men  bought  some  20  million  suits 
a  year.  They're  down  to  around  9 
million  today,  and  buying  fewer  all 
the  time,  as  men  gravitate  to  looser, 
more  laid-back  attire  in  the  office. 
"The  suit  will  never  come  back  to 
where  it  was,  and  that's  one  of  our 
specialties,"  laments  Borzino. 

Back  when  designers  ruled  the  fash- 
ion roost,  GFT  could  afford  to  swag- 
ger, and  swagger  it  did.  Department 
stores  begged  for  Armani's  Le  CoUe- 
zioni  line  from  GFT  and  would  put  up 
with  anything  to  get  it.  "They  would 


design  a  promotion  for  the  cover  of  a 
Christmas  catalog,  and  the  merchan- 
dise would  arrive  in  January,"  says  a 
consultant  who  worked  with  GFT. 
"GFT  believed  that  because  they  had 
the  designers,  they  could  do  whatever 
they  wanted."  No  longer.  "We  have 
to  reconsider  our  Napoleonic  way  of 
doing  business,"  says  Veroni. 

Even  gft's  hallowed  relationship 
with  Armani,  the  crown  jewel  GFT  has 
had  since  1978,  could  be  shaky.  Ar- 
mani designs  account  for  14%  of  gft's 
net  sales,  and  his  name  confers  a  status 
beyond  other  designers'.  GFT  and  Ar- 
mani have  been  negotiating  new  li- 
censing agreements  for  the  past  few 
years  to  replace  the  current  agree- 
ments when  they  expire  over  the  next 
several  years.  Armani  is  a  tough-as- 
nails  negotiator  (Forbes,  Oct.  28, 
1991).,  anci  things  haven't  been  going 
smoothly.  "The  situation  is  rather 
delicate,"  concedes  Veroni.  But  Ve- 
roni figures  each  needs  the  other  too 
much  to  split  now.  "We  are  so  linked 
together,  it  would  be  a  mess  to  con- 
sider a  break." 

But  GFT  is  already  a  mess.  Last  year 
it  lost  $72  million,  afirer  losing  $35 
million  in  1991.  The  work  force  in 
gft's  flagship  Settimo  factory  is  down 
to  1,350,  from  1,700  tsvo  years  ago. 
After  expansion  into  sportswear  and 
other  fields  in  the  mid-1980s,  gft's 
debt  mushroomed  to  almost  $300 
million.  Now  the  Rivetti  family, 
which  owns  GFT,  is  scrambling  to  raise 
cash.  It's  close  to  selling  off  its  sports- 
wear lines  and  other  assets,  which  it 
hopes  will  bring  in  a  much-needed 
$200  million.  And  it's  currently  ham- 
mering out  a  financial  restructuring 
with  a  consortium  of  banks,  since  a 
recent  deal  to  sell  a  majority  stake  to 
mass-market  clothier  Miroglio  Tessile 
SpA  fell  through. 

GFT  Chairman  Marco  Rivetti  is  also 
shaking  up  gft's  management.  Two 
weeks  ago  he  ousted  Vittorio  Levi,  the 
Olivetti  manager  he  brought  in  as  chief 
executive  two  years  ago,  and  replaced 
him  with  Clemente  Signoroni,  a  turn- 
around specialist  fi-om  Fiat. 

Clearly,  the  old  formula — quality 
and  prestige  at  a  high  price — isn't 
working  any  longer.  The  company 
will  now  start  devoting  more  of  its 
energies  to  lower-priced  "bridge" 
and  "diftlision"  lines,  even  while  it 
tries  to  keep  its  demanding  designers 
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MARKETING 


Sandy  Saemann,  who  thought  up  LA  Gear,  now  wants 
you  to  dnnk  his  beer.  With  his  new  company  as  with  h\i 
old,  he  is  peddling  lifestyle  more  than  product. 


Give  me  a 
Brewski  ™ 


happy.  GFT  recently  launched  Sahza, 
its  own  line  of  less  expensive  ready-to- 
wear  clothes  for  women.  It  will  do  the 
same  thing  for  menswear  in  Europe 
next  year.  Joint  ventures  with  Ameri- 
can designers  Andrew  Fezza  and  Jo- 
seph Abboud  have  looked  promising, 
but  so  far  haven't  enjoyed  the  success 
in  the  U.S.  that  GFT  is  looking  for. 
There  will  also  be  more  private-label 
brands  for  retailers,  maybe  even  with 
labels  that  change  every  six  months — 
"like  cars,"  says  Veroni. 

But  the  biggest  comedown  for  gft 
is  its  essential  abandonment  of  its 
proud  "made-in- Italy"  boast.  It  al- 
ready manufactures  many  of  its  60 
men's  and  women's  wear  lines  out- 
side Italy — it  has  a  small  plant  in  New 
Bedford,  Mass.  With  costs  20%  to 
30%  cheaper  outside  of  Italy,  GFT  will 
steadily  pare  its  Italian  manufacturing 
to  around  35%  of  total  production, 
from  around  50%  today.  It  recendy 
increased  its  20%  interest  in  a  main- 
land China  plant  to  30%  and  plans  to 
build  a  plant  in  Slovakia  next  year. 

"  'Made  in  Italy'  is  the  past,  not  the 
future,"  sighs  Veroni. 

"Made    in    Slovakia,"  anyone? 


By  Damon  Darlin 

Brews Ki  is  a  colloquial  term  for  beer 
used  mostly  by  working  stiffs  and 
college  kids  pretending  to  be  working 
stiffs,  but  now  it's  a  trademarked 
moniker.  The  label  on  Sandy  Sae- 
mann's  bottles,  currently  rolling  out 
nationwide,  says  "The  Greatest 
Name  in  Beer."  The  slogan  is 
"Brewski.  Ask  for  it  by  name." 

If  you  do  you'll  get  a  beer  priced 
like  an  import,  but  brewed  in  smaller 
quantities,  a  process  called  micro- 
brewing,  so  the  quality  is  presumedly 
consistent.  Brewski  is  the  latest  pro- 


motion from  the  fertile  brain  of  Sae 
mann,  the  marketing  wiz  who  co 
founded  la  Gear  before  leaving  ii 
1 99 1,  as  sales  dropped  and  new  inves 
tors  came  in. 

Saemann  has  drawn  a  bead  on  a  ho 
new  market.  Microbrews  are  current 
ly  the  frothiest  category  in  an  other 
wise  flat  beer  market.  Annual  volume 
is  up  to  1.6  million  barrels  fron 
200,000  barrels  four  years  ago,  and  i 
growing  about  40%  a  year.  This  is  no 
much  of  a  threat  to  companies  lik« 
Anheuser-Busch  Co.,  which  did  86. J 


WHO'S  USING 

INVESTMENT 

PERFORMANCE 

TO  MAKE  LIFE 
BETTER? 

'Variable  life  insurance  policies  are  issued  by  Equitable  Variable  Life  Insurance  Company,  a  wholly-owned  subsidiary  of  The  Equitable  Life  Assurance  Society  of  the  United  States. 
Rankings  are  as  reported  in  Momingstar's  Variable  Life  Performance  Report  which  compares  funds  of  similar  investment  objectives.  Our  Global  Fund  ranked  1  out  of  15  for  the  calen 
year  ended  1991 ,  2  out  of  6  in  1988,  2  out  of  10  in  1989  and  2  out  of  22  in  1992.  For  periods  ended  6/30/93,  our  Incentive  Life  Aggressive  Stock  Fund  ranked  1  out  of  8  over  the  5-yea 
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Sandy  Saemann, 
president  of  Brewski 
Brewing  Co. 
It's  not  just 
a  beer,  it's 
a  lifestyle. 


million  barrels  last  year,  but  is  taking 
chunks  out  of  the  hides  of  some  of  the 
imported  beers  like  Corona,  Beck's, 
Molson  and  Heineken. 

As  Saemann  thought  of  his  sneak- 
ers and  sportswear  in  lifestyle  terms, 
so  does  he  think  of  Brewski.  It's  not 
just  a  product  he's  selling  but  a  state- 
ment the  buyer  can  make  about  him- 
self The  46-year-old  Saemann  refers 
to  his  company  as  "a  total  lifest)de." 
What's  that?  "Spielberg  directs  mov- 
ies. I  direct  beer-making,"  says  Sae- 
mann, pacing  in  his  office  overlook- 


ing the  Culver  Studios. 

To  be  blunt  about  it,  Saemann 
hopes  to  use  suds  to  sell  socks.  His 
Brewski  Brewing  Co.  plans  to  market 
jackets,  caps,  socks — even  director's 
chairs  and  barbecue  sauce — with  the 
wingecl  Brewski  logo.  "We  are  back 
in  the  apparel  business,"  says  Greg 
Thomsen,  marketing  executive  vice 
president  and  a  former  Nike  Inc. 
marketer. 

For  those  who  want  their  lifestyles 
ready-made,  Brewski  catalogs  will  of- 
fer gift  packs  containing  a  bottle  of 


beer,  two  pilsner  glasses  and  a  cap,  all 
bearing  the  Brewski  logo. 

Brewski  sells  for  about  $5  a  six- 
pack,  versus  $4  for  Bud  and  $7  to  $8 
for  other  microbrews.  Brewski  will  be 
the  only  microbrew  in  cans,  another 
way  of  identifying  the  beer  as  a  prod- 
uct for  people  who  want  to  act  blue- 
collar. 

So  at  least  as  much  thought  went 
into  the  packaging  as  into  the  brew- 
ing. The  label  is  a  rich  blue  and  red, 
with  a  gold  and  copper  logo.  The 
bottles  are  amber  with  crimped  tops, 
because,  according  to  Saemann,  a 
polished  bottle  lip  feels  better  than  a 
screw-top  lip. 

Brewski  is  brewed  by  Joe  Owades, 
the  brewmeister  who  says  he  invented 
light  beer  at  New  York's  Rheingold 
Brewery  and  more  recently  helped 
develop  Samuel  Adams  beer,  the  mi- 
crobrew leader. 

Microbrewery?  In  a  way,  yes.  Like 
the  contract  brewing  of  Boston  Beer 
Co.'s  Samuel  Adams,  Brewski  will  be 
made  at  beer  giant  G.  Heileman's 
facilities,  but  to  keep  the  label  honest, 
it  will  be  brewed  in  small  batches.  Says 
Brewski's  Thomsen:  "This  isn't  Billy 
Beer.  This  isn't  junk."  ■■ 


Versatile  variable  life  insurance  from  The 
iquitable  combines  life  insurance  protection  with  a  wide  selec- 
on  of  investment  choices  for  long-term  growth  potential. 
Lmong  these  investment  funds  you'll  find  some  of  the  very  best 
lings  in  hfe. 

One  fund,  for  example,  has  ranked  first  or  second  in  per- 
Drmance  in  its  class  for  four  of  the  past  five  years.  Two  rank 
irst  in  their  categories  over  three  years,  and  two  over  five 
ears.*  Other  Equitable  funds  rank  as  top  performers  in  their 
ivestment  categories  as  well. 

Solid  investment  performance  takes  know-how.  The 
Equitable  has  it.  The  investment  professionals  who  manage 
lese  top-rated  funds  are  among  the  most  experienced  in  the 


industry.  We  currently  manage  over  $160  billion  in 
assets  for  America's  most  respected  corporations  and  financial 
institutions,  as  well  as  our  individual  Ufe  insurance,  annuity 
and  mutual  funds  clients. 

And  Equitable 's  career  Agents  have  led  the  life  insur- 
ance industry  in  professionalism  for  five  consecutive  years. 

To  learn  more  about  The  Equitable  and  its  versatile  and 
timely  range  of  financial  products,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable,  787 
Seventh  Ave.,  Dept.  A,  New  York,  NY  10019. 

For  more  complete  information,  including  charges  and  expenses,  obtain  a  prospec- 
tus from  your  Equitable  Agent  and  read  it  carefully  before  investing.  Past  performance  is 
not  an  estimate  or  indication  of  future  results. 
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STRENGTH  IN  NUMBERS 

period,  our  Growth  Investors  Fund  ranked  1  out  of  42  over  the  3-year  period  and  our  Global  Fund  ranked  1  outof  15and  1  out  of  10  over  the  3-  and  5-year  periods,  respective- 
ly. The  Morningstar  universe  consists  of  over  400  variable  life  funds,  all  of  which  report  their  data  net  of  investment  management  fees,  direct  operating  expenses  and  separate 
account  level  charges.  The  performance  data  Morningstar  uses  to  calculate  rankings  do  not  reflect  mortality  insurance-related  costs,  administrative  expenses  or  sales  charges. 

©  1993  The  Equitable  Companies  Incorporated,  NY,  NY  I00I9. 


Our  trash-to-energy  plants  are  now  producing  5  billion  kilowatt  hours  of  el< 
tricity  a  year.  Enough  to  run  a  city  like  San  Francisco.  With  less  risk  of  acid  rain 
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global  warming  than  burning  coal 
oil.  In  fact,  without  even  smoke. 


Wheelabrator  Technologies  Inc. 


A  WMX  Technologies  Company 
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Los  Angeles'  new  businessman-mayor  is  trying  to 
privatize  his  city's  airport.  A  lot  of  local  pols 
are  fighting  him— but  guess  who  else? 

Status  quo, 
please 


By  Nina  Munk 

One  of  the  first  things  newly  elect- 
ed Los  Angeles  mayor  Richard  Rior- 
dan  (Forbes,  Oct.  1,  1990)  did  was 
announce  he'd  take  only  Si  a  year  in 
salary — saving  the  city  $1 16,999. 

A  wealthy  man,  he  took  the  cut  not 
from  a  sense  of  sacrifice  but  as  a 
symbol  of  his  determination  to  bring 
down  the  cost  of  government  while 
improving  its  effectiveness.  Sadly, 
he's  finding  it  easier  to  cut  his  own  pay 
than  to  buck  those  special  interests 
who  slurp  at  the  public  trough. 

Three  months  into  the  job,  Rior- 
dan,  63,  is  running  smack  into  a  wall 
in  his  efforts  to  bring  common  sense 
business  solutions  to  the  cit)''s  daunt- 
ing problems  of  crime,  racial  friction 
and  unemployment. 

One  of  his  first  proposals  made 
eminent  sense.  He  would  lease  or  sell 
the  Los  Angeles  airport  to  private 
business  and  use  the  proceeds  to  put 
more  cops  on  the  street.  He  had  as  a 
model  London's  Heathrow,  which, 
along  with  six  other  British  airports. 


Dick  Riordan  (above)  wanlb  lo 
privatize  the  Los  Angeles  airport 
Adding  prestige  retailers 
could  make  LAX  (below  left) 
more  like  London's  privately 
run  Heathrow  (below  right). 
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Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
i^our  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

Ask  your  doctor  about 
the  prescription  medicine  PROSCAR  . 


(FINASTERIDE) 


Finally,  a  medicine 
for  the  treatment 
of  sjTnptomatic  benign 
prostate  enlargement 

ou  can't  make  it  till  halftime  any- 
lore  without  having  to  go  to  the 
athroom.  You're  getting  up  several 
mes  a  night  to  urinate.  It's  begin- 
ing  to  bother  you,  but  up  to  now, 
Du've  Lived  with  it.  The  question  is, 
lould  you? 

fntil  recently,  there  wasn't  a 
ledicine  that  could  help  the  condition 
nown  as  symptomatic  benign 
rostate  enlargement  or  BPH.  But 
ow  there  is  Proscar,  the  first  oral 
rescription  medicine  that  can  actual- 
'  shrink  an  enlarged  prostate. 

'however,  it  is  important  to  know  the 
dlowing:  PROSCAR  doesn't  work  for 
!eryone.  Even  though  the  prostate 
irinks,  you  may  not  see  an  improve- 
ment in  urinary  flow  or  symptoms, 
nd  you  may  need  to  take  PROSCAR  for 
months  or  more  to  see  whether  it 
zips  you. 

How  PROSCAR  can  shrink  an 
enlarged  prostate 

s  a  man  ages,  a  key  hormone  can 
elp  cause  the  prostate  to  grow. 


?  prostate  surrounds  part  of  the  urethra,  the  tube  that 
ries  urine  from  the  bladder.  As  the  prostate  enlarges,  it 
:  squeeze  the  urethra  and  cause  urinary  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  PROSCAR  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself.  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer, 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  call  1-800-635-4452 
today. 


TABLETS 
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Please  see  patient  information  on  the  adjacent  page. 
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Turbulence  over  LAX 


PATIENT  INFORMATION  ABOUT 

PROSCARM  Prahs-car ) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  takmg  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  an3rthing  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
cedled  DHT  (dihvdrotestosterone),  which  is 
a  major  cause  of'^prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urme  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR"  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  efiect. 
•  Checking  for  prostate  cancer.  Your, 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time..  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnirigs  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 
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tion,  Ck)hcn  and  his  ilk  fear  that  a 
HKjrc  businesslike  airport  manage- 
ment would  demand  tougher  terms 
from  the  airlines  using  the  facilities. 

The  airlines  have  already  sued  to 
block  Riordan's  newly  increased  LAX 
landing  fees  for  both  passengers  and 
freight,  which  will  raise  an  additional 
$30  million  in  annual  revenues.  It 
now  costs  an  airline  $983  to  land  a 
747,  up  from  $321  previously.  "This 
is  an  industn,'  that's  lost  $10  billion  in 
the  last  three  years,"  ata's  Cohen  says 
indignantly.  "Why  are  we  being  sin- 
gled out  for  this  additional  hit.''"  He 
dismisses  the  fact  that  the  new  rate  is 
still  below  the  $1 ,670  charged  at  New- 
York's  JFK  and  about  the  same  as  the 
$1,191  charged  at  Chicago's  O'Hare. 

Riordan,  a  businessman  to  the  core, 
doesn't  buy  that  sort  of  self-interested 
pleading.  "We've  discovered  the  air- 
port has  been  run  for  the  benefit  of 
the  airlines  and  the  lobbyists  and  the 
special  interest  groups  for  a  long 
time,"  says  Riordan.  He  recently  told 
American  Airlines  it  would  get  no  rent 
concessions  in  return  for  a  $77  mil- 
lion terminal  renovation  plan.  In  the 
past  such  rent  credits  were  taken  for 
granted. 

In  Washington,  meanwhile,  the  air- 
lines are  lobbying  to  strengthen  laws 
that  forbid  Los  Angeles  (and  every 
other  city)  from  transferring  airport 
revenues  to  its  general  fund.  The  air- 
line lobbyists  have  a  sympathetic  ear 
from  Representative  Bob  Carr  (D- 
Mich. ),  who  heads  the  transportation 
appropriations  subcommittee.  Carr's 
largest  industn,'  campaign  contribu- 
tions come  from  the  air  transport 
business.  Carr  has  shown  he  appreci- 
ates those  contributions  by  warning 
publicly  that  if  Riordan  keeps  pushing 
for  the  diversion  of  airport  profits,  he 
will  do  what  he  can  to  stop  Riordan 
from  getting  federal  money  needed 
for  other  projects. 

Riordan  doesn't  give  up  easily.  In 
July  he  met  with  Bill  Clinton  and 
Secretary  of  Transportation  Federico 
Pefta — asking  that  an  exception  to  the 
law  be  granted  to  allow  Los  Aiigelcs 
to  divert  airport  funds.  He  received  a 
polite  but  noncommittal  answer. 

Discouraging,  isn't  it.^  You  tr\'  to  do 
something  about  government  ineffi- 
cienc)'  and  waste  and  you  find  that  an 
awilil  lot  of  politically  powerfiil  people 
like  things  the  way  they  are.  ■! 
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"Moving  In  Quality  Circles" 


vtyor  a  supplier  of  metallurgical  products  to 
todays  industry,  controlling  quality  statistically  -  or,  Statistical  Process  Control  -  is  a  way  of  life. 
The  theory  of  SPC  is  easily  taught . . .  but,  theory  doesn't  feed  the  bulldog. 

"If  you  want  something  done  right,"  goes  the  sa)'ing,  "do  it  yourself."  So  we  did.  At  Fansteel 
Washington  Manufacturing,  a  major  supplier  of  wire  form  products  to  a  myriad  of  industries. 
Quality  Circles  were  formed  for  employees  to  teach  the  application  of  Statistical  Process  Control 
to  themselves.  Management  personnel,  as  well  as  line  workers,  were  included. 

Did  It  work?  Ask  John  Deere.  Or  Toro  Wheelhorse.  Or  Donaldson  Company  Or  Amana 
Refrigeration.  Or  any  Fansteel  Washington  customer  that  requires  the  quality  to  be  built  m 


through  SPC.  At  Fansteel  Washington 
Manufacturing,  we  move  in  Quality 
Circles.  Its  one  more  reason  it  will  pay 
you  to  know  more  about  us. 

Washington  Manufacturing  supplies  wire  forms 
and  fasteners  to  a  wide  variety  of  industries 
ranging  from  appliances  to  recreational  products. 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Aircraft/  Aerospace  and  Weapon  System  Components, 
Forcings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 
Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 


[%iisteel 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 
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1986 


Merrill  Lynch  establishes 
Business  Financial  Services 
to  meet  the  needs  of 
small  businesses.  / 


Six  times  over  a 
week,  Merrill  Lynch 
broadcasts  national 
teleconference  on 
the  Tax  Reform 
Act  of  1986  to 
100,000  investors. 


19: 


/  Merrill 
recomms 
clients  coni 
■•  bonds  and  ir 
rate-sensitive  si 
in  anticipation  o 
lower-than-expeci 
inflation. 


FIVE 


In  recognition 
of  clients'  needs  for 
trust  and  estate  , 
planning  services,  , 
we  establish 
Merrill  Lynch  . 
Trust  Company. 


Survey  of  investment 
officers  names 
Merrill  Lynch  as  the 
most  helpful  firm  in  the 
aftermath  of  the  October  . 
market  decline. 


Recogni 
effect  of  s 
.    interest  rate 
•  clients'  result 
credit  needs, 
Merrill  Lynch  be 
■  development  of  ar 
innovative  array  of 
home  mortgages. 


1985 


1987 


1989 
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1990  1992 

Merrill  Lynch  As  early  as  election 

forms  its  day,  Merrill  Lynch 

Insurance  Group  advises  investors  to 

to  provide  an  consider  municipal 

expanded  array  bonds  in  view  of 
of  retirement  and                                                 .    potential  tax 
estate  planning                                                    ,  increases, 
opportunities. 


ILUON  DOLLARS 


To  help  Americans 
focus  on  the  need  to 
save  for  retirement,  . 

With  money  market  ■  Merrill  Lynch  takes  , 

rates  still  nearly  6%,  a  leadership  role  , 

Merrill  Lynch  alerts  .  in  die  40  l(k)  market  , 

clients  not  to  get  .  by  developing  / 

caught  short  and  to  ,  educational 
lengthen  maturities.  /  programs  for  clients. 

1991  1993 


It  would  take  10  years  to  show  you  why  our  clients 
entrust  us  with  this  much  money. 

Ten  years  of  milestone  events  that  show  our  Financial  Consultants'  dedication 

to  giving  clients  the  soundest  financial  advice  possible,  their  commitment  to  helping  clients  achieve 

their  financial  goals  and  our  knowledge  of  economic  and  investment  trends. 

The  substantive  reasons  why  there  are  a  half  trillion  dollars  held  in  Merrill  Lynch  client  accounts. 

This  past  decade  has  made  a  difference  in  our  clients'  financial  future. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 


Nynex  enters  into  the  connpetitive  arena  of 

telecommunications  like  a  fighter 

with  his  hands  tied  by  a  piece  of  telephone  cord, 

Unfair  fight 


By  Suzanne  Oliver 

This  is  thh  tclcplionc  company,  that 
supposed  epitome  of  corporate  stuffi 
ness?  Receix  ing  a  reporter  in  his  White 
Plains,  N.Y.  office,  Nynex  Chairman 
William  Ferguson,  63,  is  wearing 
slacks  and  a  short-sleeve  golf  shirt 
open  at  the  neck.  Where  are  the  white 
button  downs,  uptight  neckties,  suit 


jackets?  It's  Friday,  casual  dress  day, 
but  it's  more  than  that.  It's  an  old-line 
corporate  giant,  the  parent  of  New 
York  Telephone  and  New  England 
Telephone,  trying,  by  symbol  as  well 
as  by  deed,  to  update  itself. 

Clearly  the  old  ways  won't  do  any 
longer.  Nynex  is  dead  last  among  the 


seven  Baby  Bells  in  stock  performance 
since  the  AT&T  breakup.  Don't  be  too 
quick  to  blame  management.  Take  a 
close  look  at  its  telephone  business, 
most  of  which  comes  from  New  York 
and  Massachusetts.  Confiscatorily 
high  taxes,  labor  unions,  regulators 
and  the  mean  New  York  streets  con- 


Nynex  Chairman 
William  Ferguson 
The  utility 
regulators  are 
very  progressive — 
when  it  suits 
them. 
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pile  to  limit  Ferguson's  abilit)'  to 
cmakc  Nyncx  from  a  lazy  monopoly 
ito  a  tough  competitor.  He's  tr\'ing. 
ience  the  casual  Fridays.  But  he  has  a 
Dng,  long  way  to  go. 

New  world  of  competition  for  tele- 
ihone  companies.^  There's  a  certain 
litter  irony  in  this  for  Nynex.  When  it 
omes  to  opening  the  doors  to 
chumpeterian  competitive  forces, 
lie  public  utility  commissions  of  New 
ork  and  Massachusetts  are  two  of  the 
liree  most  open  in  the  nation  (only 
llinois  comes  close).  Let's  let  upstarts 
ke  Teleport  Communications,  MRS 
Communications  C'o.  and  the  cable 
ompanies  swoop  in  and  steal  Ny- 
ex's  business  customers.  No  more 
rotected  monopolies  for  the  local 
hone  companies. 

Fair  enough,  if  the  utilit)'  commis- 
oners  really  believed  in  open  compe- 
tion  and  letting  the  market  take  the 
indmost.  Ah,  but  when  it  comes  to 
rotecting  homeowners  from  rate  in- 
reases,  the  regulators  develop  a  suci- 
en  affection  for  the  old,  regulated 
'ays  of  doing  business.  Nynex  must 
rovide  765,000  homes  in  New  York 
nei  New  FCngland  with  "lifeline"  ser- 
ice  for  $1  to  $4  a  month.  In  much  of 
Jew  England,  it  can  charge  only  10 
ents  for  a  local  pay  phone  call. 


Thus,  while  opening  the  doors  to 
new  competitors,  the  commissions 
make  it  tough  for  the  old  company  to 
compete  with  the  newcomers. 

In  return  for  its  now  dead  monopo- 
ly. New  York  Telephone  was  rec^uired 
to  deli\'er  sen'ice  eveiywhere  in  its 
area,  whether  the  serx'ice  was  profit- 
able or  not.  To  accompany  repair 
workers  to  bad  neighborhoocHs  in  the 
decaying  cities.  New  York  Telephone 
has  350  bodyguards  on  its  payroll.  It 
spends  $1  million  a  month  replacing 
pay  phones  that  its  customers  tear  up. 
Eveiy  time  it  wants  to  get  imder  a 
manhole  cover  in  New  York  City,  it 
must  pay  the  city  $35. 

Elsewhere  in  the  country,  phone 
companies  put  steel-enclosed  elec- 
tronics on  cement  pads  in  backyards. 
In  a  lot  of  New  York  Cit)',  you  can't 
do  that;  people  would  piy  them  open 
to  steal  the  wires.  Why  not  just  pull 
out  of  those  bad  neighborhoocisr  The 
utility  commission  won't  let  it.  So 
New  York  Telephone  gets  creative.  It 
has  developed  electronics  that  are 
light  enough  to  suspend  from  tele- 
phone poles.  It  buys  space  in  grave- 
yards and  buries  the  equipment. 

For  all  the  costly  horrors  of  Nev\' 
York  City,  however,  its  concentration 
of  business  tratTic  remains  intensely 


alluring  to  people  who  can  pick  and 
choose  their  areas  of  service.  No  sur- 
prise, then,  that,  burdened  with  all 
these  government-imposed  costs, 
New  York  Telephone,  which  supplies 
60%  of  Nynex's  $13  billion  in  reve- 
nues, has  lost  40%  of  the  lucrative 
private  line  business  in  Manhattan, 
much  of  its  toll  call  business  and  30% 
of  the  pay  phone  market.  Of  course, 
the  competitors  aren't  interested  in 
putting  pay  phones  in  the  bad  parts  of 
the  cit\';  they  are  content  to  leave 
Nynex's  monopoly  intact  there. 
"Nynex  is  a  sitting  duck,"  says  Susan 
Kalla,  a  partner  at  khx  Investments  in 
Greenwich,  Conn. 

That's  not  quite  fair.  Since  becom- 
ing chairman  of  Nynex  in  1989,  Fer- 
guson has  fought  hard  to  reduce 
costs,  cutting  his  work  force  by  17%, 
almost  entirely  via  early  retirement 
offers  to  management  and  unionized 
workers.  But  he  can't  risk  sending  out 
pink  slips  to  union  members.  In  1989 
Nynex  suffered  a  four-month  strike 
b\'  the  Communications  Workers  of 
America  and  the  International  Broth- 
erhood of  Electrical  Workers. 

After  enduring  by  far  the  longest 
strike  of  any  Baby  Bell,  with  new 
telephone  installations  grinding  to  a 
halt,  Nynex  finally  realized  you  can't 


New  York 
Telephone's 
Guardian  Center 
From  here 
employees 
monitor  and 
route  traffic 
over  450,000 
miles  of  fiber- 
optic cable  in 
New  York. 
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Nyrtex 

beat  unions  in  a  union  town  like 
New  York. 

So  Nynex  has  81,650  employees. 
In  New  York  and  New  England  that 
comes  to  44  per  10,000  access  lines, 
against  an  industry  average  of  40  and 
Bell  Atlantic's  35.  This  summer  New 
York  Telephone  tried  to  cut  back 
overtime  for  repair  workers.  The 
workers,  who  can  make  $55,000  with 
overtime,  began  working  to  the 
book — and  worse.  They  missed  repair 
appointments  or  showed  up  late. 
Complaints  to  the  New  York  Public 
Service  Commission  increased  68%, 
the  complainers  blaming  the  compa- 
ny, not  the  workers.  "It's  been  a  lousy 
year,"  sighs  Richard  Jalkut,  president 
of  New  York  Telephone. 

At  divestiture  Nynex  had  the  oldest 
central  office  equipment  in  the  coun- 
try. With  MFS  Communications  and 
Teleport  poaching,  it  has  no  choice 
but  to  spend  fex  erishly  to  catch  up.  Of 
$3.8  billion  Nynex  enjoyed  in  cash 
flow  last  year  (in  the  sense  of  earnings 
plus  depreciation),  it  put  $2.5  billion 
into  capital  spending. 

Some  of  those  huge  outlays  have 
enabled  New  York  Telephone  to  be- 
gin offering  this  year  in  lower  Man- 
hattan a  new  business  feature  called 
Nynex  Enterprise  Services.  With  a 
computer  mouse  a  customer  can  re- 
configure his  network,  perhaps  to 
cope  with  a  crash  in  local  phone  lines 
or  perhaps  to  set  up  an  ad  hoc  high- 
capacit)'  link  for  a  videoconference. 
With  this  sen'ice,  boasts  Jalkut, 
"We're  winning  customers  back  from 
Teleport  and  MFS." 

But  the  alternative  providers  are 
fast  on  their  feet.  MFS  is  selling  the 
latest  in  switching  systems,  calleci 
asynchronous  transfer  mode.  New 
York  Telephone  is  still  testing  the 
technology  in  its  labs.  Albert  Fenn, 
president  of  MFS  Datanet,  an  MFS 
Communications  subsidiar)',  twits 
Nynex  for  its  deliberate  ways:  "The 
organizational  inertia  of  our  competi- 
tors is  our  principal  advantage." 

Imagine  that  Ferguson  could  trans- 
form Nynex  overnight  into  a  zippy, 
entrepreneurial  company  like  McCaw 
Cellular  or  Microsoft.  He'd  still  be  in 
deep  trouble.  Nynex  gets  an  astound- 
ing 26%  of  revenues,  or  $3.4  billion  a 
year,  from  so-called  access  charges, 
federally  sanctioned  fees  that  local 
telephone  companies  extract  from 
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each  long  distance  carrier  for  the  right 
to  connect  to  their  local  wires. 

But  businesses  hooking  up  private 
lines  directly  to  A  T&T,  MC;i  and  Sprint 
are  simply  dodging  these  artificially 
high  fees.  Whether  MFS  gets  the  private- 
line  business  by  eliminating  these 
charges  for  its  users  or  Nynex  hangs  on 
to  it  by  offering  some  huge  price  con- 
cession— either  way,  Nynex  loses  reve- 
nue. Competitors  are  now  allowed  to 
am  lines  from  the  long  distance  carriers 
to  Nynex's  central  offices,  cutting  off  a 
litde  more  of  Nynex's  revenues  from  a 
long  distance  call. 

Looking  for  a  way  out  of  its  dilem- 
ma, Ferguson  has  gone  overseas, 
where  Nynex  spent  $  1 00  million  of  its 

Why  not  pull  out  of 
bad  neighborhoods? 
The  utility  commission 
won't  let  it.  So  New  York 
Telephone  gets  creative. 
It  buys  space  in 
graveyards  and  buries 
the  equipment. 


capital  budget  last  year.  The  company 
is  now  the  largest  provider  of  com- 
bined telephone  and  cable  television 
service  in  the  U.K.,  with  competitive 
franchises  to  serve  2.7  million  homes 
and  businesses.  Already,  the  cable  ser- 
vice has  45,000  subscribers.  Nynex 
has  found  it  easier  to  beat  up  on 
British  Telecom  than  to  defend  itself 
here.  So  tar,  70%  of  Nynex's  cable 
television  customers  have  signeci  up 
for  telephone  service  as  well.  Nynex 
also  owns  15%  of  a  partnership  that  is 
building  a  new  telephone  system  for 
Bangkok.  But  foreign  operations 
aren't  going  to  add  to  Nynex's  bot- 
tom line  for  at  least  three  more  years. 

At  home,  prospects  are  not  good,  as 
Nynex  fights  the  communications 
vv'ar  with  one  hand  tied  to  its  side. 
"We  are  afraid  of  becoming  the  pro- 
vider of  last  resort,"  says  Jalkut.  The 
utility  commissions  either  have  for- 
gotten or  don't  want  to  remember  the 
basis  on  which  the  old  Bell  System 
worked:  Gi\'c  them  a  monopoly  and 
then  attach  requirements  for  pro 
bono  service.  As  things  are  today, 
Nynex  has  to  provide  the  pro  bono 
but  no  longer  has  the  means  to  pa\' 
for  it.  ■ 


HOTELS 

are  pleased  io 
announce  two  additions  to  our 
family  of  fine  hotels: 

New  York 


Mil 


an 


Hotels 
united  states 

Austin 

Boston 

CKicago 

Chicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(Tlie  rierre) 

Newport  BeacK 

PkiladelpKia 

San  Francisco 

Seattle 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  tke  Park) 

\4ncouver 

UNITED  KINGDOM 

London 
(Inn  on  tkePark) 

JAPAN 
Tokyo 

Resorts 

Bak 

Minaki,  Canada 

Nevis,  WI. 

Dallas 
(Las  Coknas) 

Maui 
(Wailea) 

Santa  Barkara 
(Tke  Biltmore) 

For  reservations,  call  your  travel  counselor,  or  in  tlie  U.S. 
call:  (800)332-3442;  in  Canada  call:  (800)268-6282. 


Four  Seasons 

Hotels  ♦Resorts 


At  Four  Seasons  Hotels,  we  know  tliat  Lrilliantly  sliinecl  shoes  can  reflect  positively  on  tkose  who  wear 
tkem.  Tkus,  our  valets  will  unfailingly  poli  sk  your  Oxfords  and  pumps  to  mirror-like  perfection, 
make  small  repairs,  if  needed,  tken  return  tke  skoes  witk  dispatck  to  tkeir  rigktful  destination. 
And  not  only  is  tke  skoeskine  wortky  of  compliments,  kut  at  Four  Seasons  it's  always  m—  ^  » 
complimentary  Wkick  fits  comfortakly  witk  our  kelief  tkat  in  tkese  value-conscious  rOUf  jGcfSOPlS 
times,  tke  demands  of  your  trip  skould  demand  notking  less  tkan  Four  Seasons  Hotels.     HotelS  *  ReSOltS 


A  pioneer  in  interactive  television,  Canada's 
Le  Groupe  Videotron  is  being  left  behind  as 
U.S.  companies  jockey  for  position. 

A  pioneer's  lot  is 
not  a  happy  one 


By  Sharon  Moshavi 

As  A  YOUNc;  MAN  of  29,  Andre  Cha- 
gnon,  a  broad-shouldered  Freneh  C^a- 
nadian  vocational  school  graduate, 
built  a  successful  electrical  contract- 
ing company,  mostly  involved  with 
laying  coaxial  cable.  From  the  start  he 


was  mesmerized  by  the  potential  of 
cable.  In  1964  he  sold  his  contracting 
btisiness  for  $1  million  and  bought  his 
first  cable  system,  with  a  mere  80 
subscribers. 

Today,  at  65,  the  elegant,  white- 


haired  entrepreneur — who  got  his 
business  degree  from  the  University 
of  Montreal  at  night — is  doing  some- 
thing that  not  even  giants  AT&T  or 
Time  Warner  are  doing:  Chagnon's 
$425  million  (sales)  Montreal-based! 
Le  Groupe  Videotron  has  as  part  of  its 
broadcast  and  cable  operations  the 
world's  only  fi.ill-scale  commercial  in- 
teractive television  system. 

Callecl  Videoway,  the  system 
reaches  300,000  subscribers,  mostly 
in  Quebec.  For  $6  a  month  in  atidi- 
tion  to  their  standard  cable  bill,  Vid- 
eoway subscribers  can  plav  video- 
games, call  up  an  array  of  sports  statis- 
tics, play  along  with  quiz  shows  like 
Jeopardy!  and  even  select  what  camera 
angles  they  want  during  baseball  and 
hockey  games. 

Because  Videoway  has  been  up  and 
running  for  nearly  three  years,  all  sorts 
of  U.S.  cable  companies,  software 


t3 


3 

21 
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Le  Groupe 
Videotron 
Chairman 
Andre  Chagnon 
A  pioneer  eyeing 
entry  to  the 
important 
U.S.  marltet. 
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So  what'll  it  be?  A  salary  t  ^  ^  *  ^  ^  o  he  way  we 

freeze?  Reduced  bonuses?  approach  your  business,  we  ask 

Your  company  car?  Or  a 
new  ROLM  phone  system? 


Stumped?  We  suggest  you  start 
vith  the  ROLM  phone  system. 

It's  the  difference  between 
nerely  trimming  the  fat  around 
'Our  company  and  turning  it 
ito  muscle. 

Talk  to  our 
;ustomers.  You'll  hear 
)efo  re-after 
tones  that 
ound  like 
)usiness  school 
:ase  studies. 
A/ith  operators 
landling  four  times 
ls  many  calls  per 
lay  Collection  agents  making  six 
N/eeks'  worth  of  calls  in  four  days. 
\nd  abandoned  call  rates  down 
-om  30%  to  under  \%. 

Then  there  are  the  infinitely 
lore  interesting  stories  of 


enormous  revenue  gains.  West 
Capita!  Financial  Services,  for 
example,  pulled  in  a  colossal  357% 
of  their  previous  year's  revenues. 


questions.  We  watch  the  way 
you  work.  Then  we  develop  a 
customized  solution  that  lets  you 
work  more  productively 

For  a  free  video  showing  how 
we've  helped  a  number  of 


Not  surprisingly 
our  customers 
awarded  us  the 
highest  overall  ratings 


ROLM  IS  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer 


800-ROLM-I23. 

And  leave  all  those 
drastic,  morale-squashing, 
cost-cutting  measures 
to  someone  else.  Your 


in  the  three  most  recent  Customer      competitors,  for  instance. 
Satisfaction  Surveys  conducted  by 
Dataquest®,  a  leading  independent 
research  firm. 


A  Siemens  Company 


©1993  ROLM. 


Le  Groupe  Videotron 


firms  and  would  be  interactive  media 
giants  ha\'e  been  beating  a  path  to 
Chagnon's  door  to  see  what  he's  up 
to.  "We're  tiying  to  figure  out  what 
the  customer  wants,"  says  Frank 
Biondi,  president  of  Viacom  Interna 
tional,  whose  executives  visitecH  Cha 
gnon  two  years  ago  and  who  plans  to 
test  an  interacti\  e  system  of  his  own  in 
1,000  California  homes  next  year. 

Viacom  and  others  ha\'e  learned 
that  Videoway's  most  popular  ser- 
vices are  its  65  videogames,  which 
offer  eveiything  from  educational 
children's  games  to  action  games.  De- 
spite the  games'  crude,  unsophisticat- 
ed graphics,  Videow  ay  users  spend  an 
average  of  four  hours  a  week  playing 
them.  Viewers  also  like  pkn  ing  along 
with  r\'  game  shows  like  ]copnniyl^ 
and  selecting  which  stories  they  want 
during  the  evening  news.  Who  uses 
the  service  the  most?  People  with  the 
most  time  on  their  hands:  teenagers 
and  adults  o\'er  55. 

The  University  of  Montreal's  com- 
munications department  is  collecting 
research  data  based  on  Videowav  us- 
age. Its  preliminaiy  conclusion:  Inter- 
active I  V  is  not  for  eveiyone.  "People 
don't  want  to  be  interactive  with  their 
TV  all  the  time,"  says  Andre  Caron, 
director  of  the  univei-sit}''s  New  Tech- 


nologies Research  Lab. 

"About  75%  to  80%  of  what  people 
do  with  their  television  will  remain 
the  same,"  he  predicts.  "It's  the  other 
20%  to  25%  that  will  change." 

Those  using  the  system  are  not  so 
much  dex  eloping  new  habits  as  using 
interacti\'e  rv  to  get  information  anti 
recreation  that  they  formerh'  got 
somewhere  else.  The  hit  parade  is 
topped  by  weather  reports  and 
horoscopes. 

"That's  veiy  telling,"  says  Caron. 
"People  are  transferring  habits  to 
television  that  used  to  be  done  some 
other  wav." 

What  don't  people  like  about  inter- 
actixe  T\'?  They  want  it  simple:  They 
don't  want  their  remote  control  to 
look  like  a  computer  keyboard.  And 
not  eveiybody  seems  to  want  a  TV 
show  where  they  can  choose  the  end- 
ing or  the  plot.  People  want  stories  to 
be  fed  to  them. 

Chagnon  is  tning  to  sell  Video- 
tron's  sen'ices  to  other  cable  compa- 
nies— or  get  big  U.S.  media  compa 
nies  to  in\est  in  what  he's  doing.  But 
so  far,  people  seem  more  interested  in 
learning  from  Videoway  than  joining 
it.  Sega,  for  example,  is  creating  a 
game  channel  w  ith  Time  Warner  and 
TCI — not  Videotron. 


"Sega  is  using  the  concept  we 
proposed  to  them,"  C^hagnon  la- 
ments. Similarly,  IBM  has  talked  to 
Videotron  about  forming  a  partner- 
ship but  is  also  pushing  its  Kaleida 
Labs  partnership  with  Apple  to  create 
its  own  interacti\e  product  for  U.S. 
cable  homes. 

Part  of  Chagnon's  problem  is  that 
Videoway's  technology  is  fast  becom- 
ing outdated.  It's  a  first-generation, 
one-way  system  that  doesn't  allow 
true  interactivity  as  do  the  two-way 
systems  being  developed  by  compa- 
nies like  AT&T  and  Time  Warner. 

Two-way  systems  being  dexeloped 
in  the  U.S.  will  allow  users  to  commu- 
nicate with  one  another  and  offer  a 
\'ariery  of  interactive  serv  ices,  includ- 
ing bank  transactions  and  catalog 
shopping. 

To  upgrade  his  system,  ChagnonI 
needs  to  spend  about  $250  million  on 
dexelopment  and  hardware.  Some  of 
the  cost  may  be  picked  up  by  compa-| 
nies  like  Sears  Canada  and  Quaker 
Oats,  among  the  50  firms  signed  up 
so  far  to  see  what  interacti\'it\'  can  do 
for  direct  marketing. 

The  upgrade  should  be  ready  next 
year.  Chagnon  has  also  signed  up 
Banque  Naticjiiale  du  Canada  and 
several  government-controlled  enti- 
ties, such  as  the  post  office,  to  provide 
new  interactive  services. 

But  if  Videoway  falls  ultimate  vic- 
tim to  technological  progress,  all  is 
not  lost  for  Chagnon.  Videoway  ac- 
counts for  less  than  1 0%  of  the  compa- 
ny's revenues. 

Its  other  holdings  include  cable 
systems  controlling  1.1  million  Cana- 
dian households,  a  French-language 
r\'  netw  ork  and  se\  en  T\'  stations.  Ir 
partnership  with  Bell  Canada,  Video- 
tron offers  telephone  and  cable  ser 
vices  in  the  U.K.,  with  good  concen 
tration  in  the  rich  London  market. 

Montreal -listed  shares  have  dont 
well,  rising  from  13  to  19  since  Janu 
aiT,  boosting  Chagnon's  65.7%  staki 
in  its  47  million  shares  to  $590  mil 
lion.  But  these  price  gains  are  more  ii 
recognition  of  the  company's  othc 
properties  than  prospects  for  its  pio 
neering  interactive  sen  ice. 

Summing  up  his  to  date  unsuccess 
ful  efforts  to  attract  U.S.  partners 
Chagnon  says  wearily:  "People  an 
more  interested  in  talking  to  Bil 
Gates  than  to  us."  ■ 
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Accounting  and  sales 
can't  seem 


Marketing 
is  fiddling  around 
on  their  own. 


And  basically, 
everyone  seems  ,„  be  „a,.hi„g  ,„        ^  ^^^^^^ 

Sound  familiar? 


IBM  Client/Server 


IBM  IS  a  registered  trademark  of  International  Business  Machines  ©  1993  IBM  Cor 


How  do  you  get  everyone 
working  in  concert? 

To  stay  competitive,  you're  constantly  searching  for  better  ways  to  orchestrate  the 
flow  of  information.  How  do  you  get  more  out  of  your  PCs?  How  can  you  make  .the 
most  of  your  existing  systems?  What  can  be  done  to  streamline  your  organization? 
More  often  than  not,  the  answer  is  IBM  Client/Server. 

IBM  can  develop  open  client/server  solutions  that  put  the  combined  strength  of  a 


our  computer  systems  to  work  for  you.  We  have  thousands  of  specialists  worldwide 
^ho  can  work  with  you  to  custom-tailor  a  solution  that's  right  for  your  particular 
usiness.  And  we'll  work  with  you  at  any  stage  of  the  process,  from  initial  consulting 
)  helping  you  tie  everything  together — we'll  even  manage  your  systems  for  you. 

Whether  you're  upsizing  or  downsizing,  nobody  knows  how  to  ensure  systems 
^liability  and  security  for  your  "mission  critical "  applications  better  than  IBM. 

We  can  also  help  you  integrate  different  types  of  hardware,  software  and  networks, 
/e  have  the  industry's  widest  array  of  software  and  network  products,  and  we 
ipport  Distributed  Computing  Environment  (DCE),  enabling  different  computer 
rands  and  platforms  to  work  together  in  harmony. 

For  more  and  more  companies,  IBM  Client/Server  is  the  key  to  getting  everyone 
orking  in  concert.  We've  done  it  for  hundreds  of  companies.  We  can  do  it  for  you. 
or  more  information,  call  1  800  IBM-0045,  ext.  10. 


here's  never  been  a  better  time  to  do  business  with 


Before  he  took  over,  clever  people  were 
making  dumb  decisions,  says  Dick  Simmons, 
explaining  how  he  worked  a  major  turnaround 
on  Allegheny  Ludlum. 

"It  isn't  enough 
to  be  bright'' 


By  Jerry  Flint 

Not  many  people  get  rich  in  the  steel 
industry  these  days,  but  Richard  Sim- 
mons, 62,  chairman  of  Pittsburgh's 
Allegheny  Ludlum  Corp.,  is  one  of 
the  few  who  have.  He's  worth  $445 
million  as  a  result  of  a  leveraged 
buyout — an  LBO  that  put  Simmons' 
back,  to  the  wall  but  finally  worked  out 
spectacularly,  thanks  to  hard  work 
and  a  faith  in  the  business  that  few 
others  shared. 

In  1980  Dick  Simmons  had  already 
come  a  long  way.  The  soil  of  a  Con- 
necticut gas  station  owner,  he  had 
gone  to  MIT  on  a  scholarship,  graduat- 
ed as  a  metallurgist  and  gone  to  work 
for  Allegheny  Ludlum  in  the  1950s. 

In  1980  the  conventionally  wise 
were  persuaded  steel  was  a  lousy  busi- 
ness. Simmons  at  that  time  headed 
the  steel  company,  which  was  owned 
by  Allegheny  Ludlum  Industries,  a 
conglomerate.  His  boss  was  Alleghe- 
ny Chairman  Robert  Buckley,  who 
wanted  to  get  out  of  steel  and  push 
deeper  into  small  appliances  and  razor 
blades,  a  strategy  that  eventually  led 
to  bankruptcy. 

Simmons  disagreed.  Steel  wasn't  a 
bad  business  if  it  was  properly  run. 
Buckley  wanted  to  unload  the  steel 
company  and  Simmons  wanted  to 
buy  it,  but  in  those  days  you  could 
scarcely  give  a  steel  company  away. 
Simmons  proposed  an  LBO:  The  man- 
agers could  raise  only  $1  million  and 
they  needed  another  $19  million  in 
equit}'  to  support  the  borrowing 
needed  to  cover  the  rest  of  the  $195 
million  purchase  price.  Kohlberg  Kra- 
vis  Roberts  tried  to  do  a  deal,  but  then 
backed  away. 


Simmons  interested  Clint  Murchi- 
son,  a  big-money  Texan  back  then, 
but  at  the  last  moment  Murchison 
couldn't  live  up  to  the  agreement,  so 
Simmons  backed  out.  "Dec.  19, 
1980,"  says  Simmons.  "I'll  never  for- 
get it.  The  deal  was  supposed  to  be 
done  one  week  later.  I'm  having  a 
Christmas  dinner,  with  management 
men.  There's  a  phone  call  from  my 
lawyer.  If  I  don't  do  the  deal  with 
Murchison,  I'm  fired.  I  told  my  wife, 
we've  been  poor  in  our  lives  and  we 
may  be  poor  again." 

Simmons:  "In  the  next  96  hours, 
we  gathered  a  list  of  rich  people  we 
knew,  and  were  crossing  them  off. 
Then  we  found  George  Tippins." 
Tippins  got  rich  building  steel  mill 
equipment. 

Tippins  knew  steel  and  was  one  of 
the  few  who  could  understand  Sim- 
mons' enthusiasm.  Yes,  he  would  put 
in  the  necessan'  $19  million. 

Now  to  borrow  the  balance.  "We 
did  it  the  day  after  Christmas  1980," 
remembers  Simmons.  "The  prime  rate 
was  20%  the  day  we  did  the  deal,  and 
we  paid  22.5%  interest  for  $40  million. 
The  reason  we  could  do  it  was  the 
seller  was  willing  to  take  paper  back  for 
the  rest  of  the  purchase  price." 

Six  years  later,  safely  before  the 
stock  market  crashed  in  1987,  Sim- 
mons took  Allegheny  Ludlum  public. 
It  was  a  quite  different  company.  Sales 
increased  by  40%  and  net  income  rose 
about  five  times  from  1980  to  1987. 

At  the  public  offering,  Allegheny 
Ludlum  had  a  market  capitalization  of 
$550  million.  Add  in  $280  million  in 
debt,  and  the  business  for  which  Sim- 


mons had  paid  $195  million  hac 
grown  to  be  worth  $830  million 
Tippins  had  already  taken  his  profit; 
and  marched  off  into  the  sunset. 

Luck.^  You  might  call  it  that.  Tht 
stainless  and  alloy  business  has  beer 
climbing  4%  to  5%  a  year,  and  where 
Simmons  had  ten  competitors  ir 
1980,  now  there  are  three.  "Crucible 
was  [partly]  shut  down,"  recount: 
Simmons.  "They  were  almost  as  bi| 
as  we  were,  several  thousand  job: 
gone.  U.S.  Steel  went  out  of  the 
business.  McLouth.  Sharon." 

But  it  wasn't  luck  that  Simmon 
knew  the  business  would  come  bad 
while  most  others  doubted  it;  it  wa 
firm  conviction  based  on  intimati 
knowledge.  Nor  was  it  luck  that  hi 
grabbed  opportunity  by  the  throat. 

"There's  a  velocity  to  problem 
and  opportunities,"  he  ruminates.  " 
am  a  risk  taker.  I  was  willing  to  bet  i 
all  on  the  LBO.  I  was  going  to  contrc 
my  destiny.  If  I  blew  it,  fine.  But  I  ha« 
the  freedom  to  try  out  my  ideas." 

Simmons  had  plenty  of  ideas,  an< 
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Jlegheny  Ludlum's  Simmons 
Why  should  each  plant  be 
ts  own  Yugoslavia?" 


le  no  longer  had  to  beg  for  the  power 
nd  money  to  cany  them  out.  He 
emembers  his  days  at  Republic  Steel: 
'I  couldn't  change  anything  [at  Re- 
>ublic].  I  worked  7  days  a  week,  or  12 
lays  on  and  2  days  off.  I  spent  most  of 
ny  time  on  the  telephone." 

When  he  moved  to  Allegheny  Lud- 
Lim,  he  had  more  opportunity  to  do 
vhM  he  saw  was  needed.  "Allegheny 
lad  two  forges,"  he  says.  "The  old 
)ne  was  going  all  the  time,  and  the 
lew,  expensive  and  more  efficient 
nachine  was  idle  half  the  time.  I  asked 
v'hy.  The  accountant  said  'because 
t's  cheaper  to  use  the  old  one.'  I  said, 
Walk  me  through  that.'  " 

When  they  walked  him  through  it, 
realized  it  was  cheaper  to  use  the 
'Id  furnace  only  because  it  was  fiilly 
epreciateci;  on  a  cash  basis  it  was 
heaper  to  use  the  new  fiirnace.  He 
3ld  his  managers:  Use  the  new  one. 


Simmons:  "That  proved  the  account- 
ing system  was  making  reasonably 
clever  people  make  dumb  decisions. 

"Then  I  began  thinking  that  the 
key  was  variable  margins.  The  raw 
material,  the  energy,  the  labor,  all  the 
costs  that  were  variable."  But  no  one 
really  knew  what  those  were,  exactly, 
per  piece  of  steel.  They  could  guess, 
they  could  average,  but  no  one  knew 
exactly  what  ever^'thing  cost. 

Simmons  proceeded  to  make  him- 
self virtually  the  only  man  in  the  stain- 
less steel  industry  who  knew  the  real 
cost  of  every  piece  of  steel  he  made. 
He  put  that  knowledge  to  good  use. 
Today,  if  his  plant  is  supposed  to 
spend  $1,000  a  ton  to  make  steel  slab 
and  the  next  slab  costs  $1,008,  the 
computer  tells  the  managers  about 
the  extra  $8  fast.  Then  they  can  pin- 
point the  problem  anci  correct  it. 

"This  information  is  the  glue  which 
hokis  our  management  system  to- 
getlier,"  says  Simmons.  "It  doesn't 
solve  problems,  but  it  identifies  them, 
and  quicldy." 

As  a  result,  he  says,  "In  the  first  half 
of  1993  we're  running  $202  million 
[in  cost  savings]  annually  compared 
with  1976.  If  we  hadn't  gotten  better, 
we'd  be  out  of  business."  Just  like 
most  of  his  competitors. 

Simmons  says  the  second  key  to  his 
success  at  Allegheny  is  what  he  calls 
parochialism.  Parochialism? 

In  the  bad  old  days  every  plant, 
every  operation  had  become  a  profit 
center  unto  itself — even'  unit  com- 
peting against  every  other  unit,  pretty 
common  in  business.  Some  managers 
argue  that  this  practice  makes  manag- 
ers more  attentive  to  costs. 

Wrong,  Simmons  said.  Every  plant, 
every  operation  should  become  a  cost 
center.  Profits  should  be  based  on  the 
product  line,  without  regard  to  which 
plant  it  was  made  in,  and  his  informa- 
tion system  told  him  where  best  to 
make  a  given  product.  "Where  the 
plants  were  was  an  accident  of  geogra- 
phy. Why  should  each  one  be  its  own 
Yugoslavia?"  says  Simmons,  referring 
to  the  corporate  balkanization  he  sus- 
pects the  profit-center  concept  en- 
courages. "Our  profit  center  ought  to 
be  centered  on  the  customers,  the 
market." 

Allegheny,  in  effect,  became  one 
big  plant,  using  Simmons'  cost  system 
to  find  the  least  costly  routing  for  each 


product.  As  costs  became  visible,  and 
measured,  they  went  down:  The  work 
force  was  cut  in  half,  and  the  manage- 
ment echelons  were  cut. 

"In  the  first  five  years,  if  I  needed  a 
bodyguard,  it  wasn't  to  protect  me 
from  the  union,  but  from  the  man- 
agement," Simmons  says. 

Robert  Bozzone,  Allegheny's  pres- 
ident and  a  longtime  Simmons  asso- 
ciate, remembers:  "Here's  one  of  the 
classic  phone  calls  from  Dick:  He  says, 
'Bob,  after  good  years  in  1988  and 
1989,  I'm  worried  that  our  people 
might  get  cocky.'  I  said,  'Dick,  they 
are  so  damn  depresseci  about  not 
meeting  our  standards  for  this  year 
that  they  don't  even  know  about  our 
success.'  " 

Simmons  was  pleased. 

Sales  and  profits  go  up  and  down 
with  the  economy,  but  Simmons  has 
never  had  a  loss  year;  and  this  year's 
second  cjuarter  was  up  61%,  on  a  7% 
sales  gain. 

Simmons  stepped  up  to  chairman 
in  1990.  Robert  Bozzone  became 
president  and  chief  executive.  Sim- 
mons is  the  largest  stockholder  in 
Allegheny  Ludlum,  with  26%  of  the 
stock,  and  Bob  Bozzone  is  the  sec- 
ond-largest, with  9%.  "We  know  each 
other  as  well  as  two  men  can,"  Boz- 
zone says.  "Dick  has  been  the  brilliant 
strategist  and  very,  very  competent  in 
the  technical  area.  He  arranged  the 
buyout.  My  position  has  been  to  build 
the  customer  base  and  the  customer 
relationships." 

Simmons  still  oversees  strategic 
planning.  And  he  visits  small  compa- 
nies because  Allegheny  has  a  piece  of  a 
buyout  fund.  He  bought  a  house  in 
Aspen,  but  hasn't  been  there  in  two 
years;  his  grown  chikiren  use  it.  Two 
and  a  half  years  ago  he  bought  the 
house  of  his  dreams,  on  12  acres,  30 
minutes  from  work.  He  swims  50  laps 
in  the  mornings  when  he's  not  on  the 
road,  and  golfs  on  the  weekends.  But 
work,  not  play,  is  his  obsession. 

Given  his  experience  with  the  skep- 
tics who  didn't  want  to  touch  steel  in 
1980,  Simmons  laughs  at  conven- 
tional business  wisdom,  and  what  he 
calls  the  fads:  conglomeration,  diver- 
sification, across-the-board  spending 
cuts.  Reality  is  making  quality  and 
cost-competitive  products,  he  says. 
Not  as  sexy  a  concept  as  some  of  the 
others,  but  it  makes  a  lot  of  sense.  H 
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If  most  of  the  tomatoes  you  buy  taste  like  cardboard, 
relax.  Help  is  on  the  way. 

I  say  tomato,  you 
say  VineSweet 


By  Damon  Darlin 

Let  us  consider  the  tomato,  that 
venerable,  slightly  acid  fruit  which 
most  people  treat  as  a  vegetable.  Gar- 
den-grown and  recentlv  picked,  thev 
are  delicious.  But  in  most  of  the  U.S. 
and  for  most  of  the  year,  most  store- 
bought  tomatoes — picked  green  and 
gassed  with  ethylene  to  turn  them 
red — are  cardboard-hard,  with  a 
matching  cardboard  flavor. 

A  marketing  opportunity  if  there 
ever  was  one.  Merrill  L\'nch,  for  one, 
says  that  the  $3.5  billion  fresh  tomato 
market  could  grow  to  $5  billion  by 
the  late  1990s  with  a  better-tasting 
product. 

That's  where  the  Cinnaminson, 
N.J. -based  dna  Plant  Technology' 
Corp.  and  rival  Calgene  Inc.,  of  Da- 


vis, Calif,  come  in.  These  two  publicly 
traded  companies  have  developed 
competing  technologies  to  make  pro- 
duce taste  better,  easier  to  ship  and 
last  longer  in  the  supermarket  pro- 
duce bins. 

The  technolog}'  is  tricky — having 
to  do  with  switching  off  genes  that 
cause  a  tomato  to  spoil  by  inserting 
genetic  material.  This  is  a  different 
process  from  adding  another  species' 
genetic  material,  say  from  a  firefly, 
to  give  whole  new  characteristics  to 
a  plant. 

An  even  trickier  problem  is  in- 
volved in  getting  people  to  buy  the 
genetically  engineered  tomatoes. 
First  of  all,  they  will  ha\'e  brand  names 
and  the  higher  prices  associated  with 


brand  names — about  double  the  price 
of  the  gassed  green  tomatoes.  And 
people  aren't  brand-minded  when! 
they  shop  in  produce  sections.  What 
brands  there  are  are  often  just  labels. 
The  consumer  notes  little  difference 
between  a  Dole  banana  and  a  ilh\- 
quita.  Then  there  are  those  inevitable 
consumer  superstitions  when  it 
comes  to  the  phrase  "genetically 
engineered." 

In  dealing  with  these  problems, 
DNA  Plant  may  be  better  positioned. 
Via  a  50-50  joint  venture  limited  part- 
nership with  equit\'-holder  Du  Pont, 
known  as  FreshWorld,  it  is  alread)" 
rolling  out  its  line  of  VineSweet  to- 
matoes into  500  stores  in  various 
locations  across  the  U.S.  along  with 
its  VegiSweet  peppers  and  carrots  and 
VegiSnax  carrot  sticks,  miniature  pep- 
pers and  cherry  tomatoes. 

The  company  claims  its  tomatoes 
grabbed  a  15.8%  market  share  during 
tests  in  Philadelphia  and  Columbus, 
Ohio  stores.  It  began  building  brand 
awareness  last  year  by  offering  Vegi- 
Snax carrot  sticks  in  airline  meals  and 
600  McDonald's  restaurants  and  re- 
cently added  Disney  World  and  Chi 
cago  public  school  cafeterias. 

DNA  Plant's  current  products  "are 
the  fruits  of  biotechnology,  not  ge^ 
netic  engineering,"  says  Robert  Ser- 
enbetz,  president  and  chief  executive 


t»  PL-" 
DNA  Plant's  Robert  Serenbetz 
(left)  and  David  Evans 
Finding  tiiat  marketing  is 
the  biggest  challenge  of  all. 
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Dftker  of  DNA  Plant,  founded  in  1981 
3y  two  former  Campbell  Soup  Co. 
icientists. 

DNA  uses  a  speed-breeding  tech- 
lique — what  Luther  Burbank  did 
Nith  potatoes,  only  faster — to  create  a 
:omato  with  sturdy  walls,  sweet  flavor 
uid  a  shelf  life  of  up  to  14  days,  versus 
?  to  7  days  for  the  conventional  store 
:omato. 

Starting  next  year  DNA  Plant  will 
nake  a  tomato  with  a  three-  to  four- 
nonth  shelf  life.  How?  "By  switching 
3ff  the  gene  that  affects  the  tomato's 
production  of  ethylene,  which  sets  off 
:he  cascade  of  biological  events  that 
ead  to  rotting,"  says  David  Evans, 
to,  vice  president  for  business  devel- 
opment. The  process  may  not  need 
■DA  approval  because  it  inserts  an 
:xact  copy  of  the  genetic  material,  not 
m  altered  copy.  "The  good  news  for 
IS  is  that  none  of  the  products  augur 
mages  of  killer  tomatoes,"  says  Ser- 
;nbetz,  49,  a  former  marketing  exec- 
itive  with  Warner-Lambert  anti  Col- 
gate Palmolive. 

Currently  ahead  of  DNA  Plant,  rival 
Dalgene  may  face  some  roadblocks. 
Ilalgene  must  still  get  the  go-ahead 
or  its  genetic  engineering  process 
rom  the  Food  &  Drug  Administra- 
ion  before  it  can  introduce  tomatoes 
nade  with  its  so-called  Flavrsavr 
;eeds.  The  FDA  says  it  will  make  a 
Tiling  this  fall.  Calgene  is  also  tied  up 
n  patent  dispute  lawsuits  with  Enzo 
^iochem  Inc. 

In  the  meantime  Calgene  will  build 
?rand  recognition  first  and  offer  the 
ligh-tech  produce  later.  Calgene 
)lans  to  roll  out  its  MacGregor's 
)rand  tomatoes  into  about  1,000 
Vlidwestern  stores  next  year.  The  cur- 
ent  test  market  tomato  uses  no  spe- 
:ial  technology,  just  carefiil  shipping, 
vhich  will  enable  Calgene  to  pick  ripe 
omatoes  in  California,  Florida  and 
VIexico  and  ship  them  long  distances 
vithout  crushing  and  bmising  them. 
3ut  with  FDA  approval,  it  could  begin 
ihipping  the  genetically  engineered 
ruits  next  year. 

But  both  companies  are  evenly 
Hatched  when  it  comes  to  financials. 
bNA  Plant  lost  $18.2  million  last  year 
)n  revenues  of  $12  million.  It  had  a 
let  cash  outflow  of  $13  million  last 
'ear.  In  the  fiscal  year  ended  June  30, 
Ilalgene  lost  $25.6  million  on  reve- 
lues  of  $29.3  million.  H 


"There  are  some  proposals  that  are  so  evil  that  they 
should  never  even  be  presented  to  the  voters." 

—Del  Weber,  president  of  the  National  Education  Association's 
California  Teachers  Association  affiliate,  at  the  1992  nea  annual  convention. 

Union 
knows  best 


By  Peter  Brimelow  and  Leslie  Spencer 


Despite  conducting  a  campaign  of 
harassment  and  alleged  signature 
forgeiy,  Weber's  California  Teachers 
Association  has  failed  to  prevent  a 
vote  in  California  in  November  on 
Proposition  174,  offering  parents  tu- 
ition vouchers  worth  $2,600  at  the 
private  school  of  their  choice. 

Now  the  teachers  union  has  im- 
posed a  $63  special  levy  on  its 
225,000  members — it  represents 
over  90%  of  California  teachers,  hav- 
ing won  "agency  shop"  compulsor)' 
union  dues  payment  in  most  districts. 
The  union  chieftains  are  reportedly 
preparing  to  throw  most  of  the  pro- 
ceeds against  the  school  choice  cause, 
outspending  pro-choicers  by  as  much 
as  5-to-l. 

But  however  rich  and  powerful  it 
may  be,  the  CTA  is  now  on  the  defen- 
sive. Forbes'  cover  story  "The  Na- 
tional Extortion  Association"  (June 
7j,  linldng  the  dramatic  rise  in  teach- 
ers union  monopoly  power  to  the 
simultaneous  30-year  school  slide, 
described  the  NEA  as  "the  worm  in  the 
American  education  apple."  In  Cali- 
fornia the  CTA  has  been  compelled  to 

Classroom 
conscription? 
California  Gove^ 
nor  Pete  Wilson 
has  received 
many  letters  from 
students — a  chil- 
dren's crusade 
apparently 
organized  by 
CTA  members. 


crawl  out  of  its  hole,  where  the  public 
can  see  it  for  what  it  is. 

The  CTA  is  big  business.  California 
teachers  can  pay  as  much  as  $600  each 
in  union  dues  annually,  $200  more 
than  the  national  average.  Only  a 
fraction  goes  to  the  local  affiliates, 
although  these  are  primarily  responsi- 
ble for  bargaining  teachers'  salaries. 
NEA  headquarters  gets  a  fixed  rake- 
off — this  year,  $96.  The  CTa's  share: 
more  than  half^ — an  impressive  $65 
million  in  1991-92. 

The  biggest  and  among  the  most 
influential  of  all  NEA  affiliates,  the  CTA 
is  also  widely  agreed  to  be  California's 
most  powerfiil  political  lobby.  In 
1991-92,  for  example,  the  CTA  was 
the  top  political  spender  in  California, 
with  $7.4  million.  Additionally,  its 
"soft"  spending,  including  the  politi- 
cal services  of  its  135  Uniserve  profes- 
sional organizers,  is  worth  at  least  as 
much  again. 

The  CTA  uses  this  muscle  to  wring 
ever  more  benefits  from  the  taxpayer. 
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Thus,  while  fighting  Proposition  174, 
it  repelled  the  annual  attempt  to  re- 
peal 1988's  Proposition  98,  guaran- 
teeing minimum  funding  for  educa- 
tion, most  of  which  goes  to  salaries. 
And  it  is  fighting  efforts  to  split  up  the 
gargantuan  Los  Angeles  school  sys- 
tem, Vv'hich  might  dilute  its  power. 

"The  CTA  is  the  most  brazen  of  all 
the  NEA  affiliates  in  violating  the  law," 
says  Milton  Chapelle,  a  hardened  ob- 
server of  union  goonery  from  his  bat- 
tle station  at  the  Springfield,  Va.- 
based  National  Right  to  Work  Legal 
Defense  Foundation. 

This  CTA  legal  callousness  is  often 
directed  against  teachers  themselves. 
Recently,  for  example,  Chapelle  set- 
tled a  suit  forcing  the  CTA  to  pay  back 
some  $1 10,000  in  excess  fees  to  non- 
union teachers.  Agency  shop  rules 
force  nonunion  teachers  to  compen- 
sate the  CTA  for  collective  bargaining 
expenses,  but  they  are  not  obliged  to 
pay  for  the  union's  political  activity'. 
After  bitter  litigation,  these  bargain- 
ing costs  are  currently  set  at  just  under 
three-quarters  of  total  CTA  spending. 

The  cta's  apparent  response  may 
violate  California  insurance  law.  It 
seems  to  be  using  a  long-established 
teachers  union  tactic — using  its  insur- 
ance discount  schemes  as  a  punitive 
recruitment  tool. 

Seven  years  ago  Sacramento  prima- 
r)'  school  teacher  Joanne  Collins,  57, 
left  the  CTA  in  protest  over  its  political 
activity.  Two  months  ago,  California 
Casualty  &  Life  Insurance  Co.  sud- 
denly told  Collins  they  were  dropping 
her  from  the  car  insurance  group  dis- 
count program  she  had  participated  in 
for  two  decades.  The  contract  that 
California  Casualty  holds  with  the 


CTA  excludes  all  but  "actual"  CTA 
members,  she  was  told.  As  a  non- 
member  who  just  pays  the  compen- 
sating fee,  her  premium  would  in- 
crease 13%. 

"That  would  be  against  theTaw," 
California  Casualty's  James  Sevey 
says.  He's  right — California  law  re- 
quires rate  differential  to  be  based  on 
cost  factors  and  upon  risk.  Needless  to 
say,  Sevey  denies  acting  as  the  cta's 
enforcer.  But  he  also  refuses  to  ex- 
plain what  possible  risk  differential 
there  could  be  between  nonunion 
teachers  and  ci  A  members.  He  claims 
that's  "proprietaiy"  information. 

Is  the  CTA,  like  other  teachers 
unions,  getting  a  cut  of  its  members' 
insurance  business.^  Sevey  declines  to 
divulge  California  Casualty's  contract 
with  the  C  TA.  But  such  arrangements 
can  be  lucrative.  An  nka  subsidiary 
receives  $10  million  a  year,  or  30%  of 
the  premium  members  pay  for  nea- 
marketed  Prudential  life  insurance. 

cta's  flagrant  use  of  students  in 
strikes  and  lobbying  efforts  may  be  in 
violation  of  current  case  law  barring 
teachers  from  using  school  Rinds  to 
present  politically  biased  views.  Dur- 
ing the  last  school  budget  battle. 
Governor  Pete  Wilson's  office  was 
deluged  with  letters  from  grade 
schoolers — some  worded  identically 
and  apparently  copied  from  the  black- 
board (see  p.  89  and  below).  And 
during  the  1989  strike,  Los  Angeles 
district  teachers  reportedly  urged  stu- 
dents not  to  come  to  school. 

A  CTA  tactic  in  this  year's  voucher 
battle  is  arguably  unconstitutional. 
CTA  agents  have  managed  to  con\'ince 
hundreds  of  local  elected  bodies,  in- 
cluding Santa  Cruz  County  and  the 
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city  of  West  Holl)'wood,  to  adopt  a 
resolution  condemning  Proposition 
174.  One  local  taxpayers  group,  San- 
ta-Cruz-based Acti\  e,  is  filing  suit. 

c;ta  political  muscle  is  not  only 
used  to  transfer  income  from  taxpay- 
ers to  its  members.  It  has  also  messed 
up  California's  school  system  eco- 
ncjmically  and  educationally. 

"Most  of  the  so  -called  bureaucracy 
is  a  result  of  legislation  inspired  by 
teachers  union  demands,"  says  for- 
mer union  leader  Myron  Lieberman, 
author  of  Public  Education,  An  Au- 
topsy {HarvcLvd  University  Press).  c:ta- 
suppcjrted  statutes  mandating  policy 
in  areas  like  paid  leave,  firing  protec- 
tion and  retirement  benefits  are  more 
comprehensive  in  California  than  in 
any  other  state.  They  add  huge  non- 
bargainable  administrative  costs. 

And  beyond  statute -driven  costs, 
Lieberman  estimates  that  the  collec- 
tive bargaining  process  itself  adds  1%, 
or  $280  million,  to  California's  total 
public  school  bill. 

Remember  Jaime  Escalante,  the 
calculus-inculcating  hero  teacher  of 
the  movie  Stand  And  Deliver'^  Well 
he's  not  at  East  Los  Angeles'  Garfield 
High  anymore.  His  local  union  repre 
sentative  objected  to  his  methods  asi 
math  department  chairman.  And  his 
popular  classes  were  too  big — \'iolat 
ing  another  CTA-supported  statute,, 
mandating  maximum  class  size. 

CTA  strong-arming  isn't  reserxed 
for  teachers.  In  1990  San  Francisco 
Chronicle  columnist  Debra  Saunders, 
then  at  the  Los  Angeles  Daily  News. 
challenged  the  underpaid-over- 
worked-teacher  cliche  by  pointing 
out  that  teachers'  salaries  reached  a 
high  of  over  $90,000  in  the  Los  An- 
geles district  that  year.  The  cta's  Los 
Aigeles  local  published  her  home 
phone  number  in  its  newsletter  and 
urged  its  members  to  tell  her  person- 
ally what  they  thought.  She  receivec 
several  threatening  calls  before  she 
was  able  to  change  her  number. 

Ironically,  California's  teachers 
seem  to  know  better  than  anyone  thai 
the  state's  consumers  of  education  are 
not  well  served.  Recently  on  ABC'; 
This  Week  with  David  Brinkley,  NE;' 
President  Keith  Geiger  admitted  thai 
an  astonishing  40%  of  urban  ares 
teachers — versus  only  about  13%  foi 
the  population  as  a  whole — send  theii 
children  to  prix  ate  schools.  ■ 

Forbes  ■  October  11,  199; 


'Torm  ever 
follows  function!' 


-Louis  Henri  Sullivan  (1896) 


By  maximizing 
the  ratio  of  room  given 
to  passengers  to  room 


Function 


given  to  machine 
a  whole  new  category  of 
vehicle  is  created. 


Later,  this  same  concept 
leads  to  "cab  forward." 
The  windshield  is  moved 
forward 


Function 


and  radically  canted 
to  provide  increased 
visibility  and  decreased 
aerodynamic  drag. 


The  wheels  are  moved 
toward  the  comers  to 
provide  a  significant  increase 
in  interior  volume. 


Function 


This  also  provides  a  wider 
track  for  more  stable  handling 
Rear  doors  become  wider 
for  easier  entry  and  exit. 


Presenting  one  of  the  most  eloquent  expressions  ever  of 
iorm  following  function.  The  Chrysler  New  Yorker. 


Buy  a  new  car  that  looks  like  this  and  everywhere  you  go  heads  will  swi\i 
Which  will  probably  make  you  feel  very,  very  good.  For  about  one  week.  Aft 
that,  you  hope  and  pray  a  car's  beauty  is  more  than  sheet  metal  deep.  Fortunate 
this  car's  fluid  lines  are  not  the  result  of  some  styling  gimmick;  they're  the  resil 


t  Based  on  '95  EPA  Measurements.  '  Always  Wear  Your  Seat  Belt. 


"a  totally  new  automotive  architecture  called  "cab  forward."  The  New  Yorker 
:ats  six,  and  is  roomier  than  the  Cadillac  Seville,  Acura  Legend  and  the  Infmiti 
'45/  It  has  a  longer  wheelbase  than  a  Lincoln  Continental,  so  you  get  a  smooth, 
)mfortable  ride.  It  has  a  wider  track  than  the  Lexus  LS  400,  so  the  car  plants 


lelf  around  curves.  It  has  four-wheel  independent  suspension,  four-wheel  disc 
BS,  and  driver  and  front  passenger  air  bags.*  All  standard.  In  fact,  the  whole 
emise  behind  its  design  was  functional:  to  combine  the  comfort  of  a  luxury  car 
th  the  handling  of  a  sports  sedan.  Can  we  help  it  if  it  also  turned  out  beautiful? 


I 


Presenting  the  Chrysler  LHS. 
Its  function?  To  perform. 


If  what  you're  looking  for  is  a  sedate  way  to  get  from  one  appointment  to  the  ne: 
there  are  many  luxury  cars  you  can  choose  from.  However,  if  what  you  want  is  a  d 
that  can  make  that  trip  exhilarating,  take  a  look  at  the  Chrysler  LHS.  It's  one  luxu^ 
car  that  assumes  you  enjoy  the  act  of  driving.  To  that  end,  it  has  a  24-val\ 


*  Always  Wear  Your  Seat  Belt. 


I 


[4-horsepower  overhead  cam  engine  with  more  torque  than  a  Nissan  300  ZX,  and 
answers  to  the  helm  with  an  effortless  precision  that  would  do  BMW  proud,"  says 
ar  and  Driver.  The  Chrysler  LHS  caters  to  your  sense  of  refinement  with  anatom- 
ally  designed  bucket  seats  trimmed  in  glove  leather,  an  11-speaker  Infinity  Spatial 


laging  Sound  System  and  automatic  temperature  control.  And  it  appeals  to  your 
)mmon  sense  with  four-wheel  disc  anti-lock  brakes  and  driver  and  front  passenger 
r  bags*  Quite  simply,  the  Chrysler  LHS  was  designed  to  put  you  back  in  touch 
ith  one  of  the  chief  joys  of  owning  a  car.  In  case  you've  forgotten,  it's  called  driving. 


The  Chrysler  Concorde.  A  function  and  a  form 
automotive  writers  are  still  writing  about  : 


The  reviews  for  the  Chrysler  Concorde  continue  to  be  glowing.  One  writer  h; 
gone  so  far  as  to  call  it  "a  watershed  event  in  auto  industry  history."  All  of  whid 
has  been  flattering,  of  course.  But  even  more  gratifying  is  the  fact  that  real  peopi 
have  been  buying  this  car,  and  their  reviews  are  starting  to  come  in.  According  ^ 


tC.A.R.,  Inc.  Early  Quality  Study  199'!  MY.  Based  on  combined  overall  opinion  owner  votes  of  Excellent  and  Very  Good.  'Always  Wear  Your  Seat  Belt. 


le  research  study,  among  the  129  new  car  models  sold  last  year,  the  Chrysler 
oncorde  ranked  in  the  top  ten  in  owner  satisfaction.^  Along  with  Mercedes, 
cura  and  Lexus.  There  are  a  number  of  reasons  for  this.  The  Concorde's  roomi- 
iss  and  comfort,  its  superb  handling,  its  long  list  of  standard  features,  including 


•iver  and  front  passenger  air  bags.*  And  its  price  is  set  at  a  level  car-buying  mortals 
m  actually  afford.  All  of  which  adds  up  to  a  strong  argument  for  test-driving  the 
hrysler  Concorde.  You'll  not  only  see  why  last  year  it  was  Automobile  Magazine's 
ar  of  the  Year."  You'll  see  why  this  year,  it  should  be  your  car  of  the  year. 


The  Chrysler  Town  &  Country.  (Form  following  function 
ed  to  a  whole  new  form  of  transportation.) 


When  we  introduced  the  first  minivan  back  in  1984,  it  literally  transformed  tl^ 
way  families  traveled.  And  since  inventing  it,  we've  continued  to  improve  it.  Som 
examples:  we  were  the  first  with  a  minivan  air  bag.  The  first  to  offer  an  integrate 
child  safety  seat.  And  now  we're  the  first  to  give  you  driver  and  front  passenger  ai 


'  Always  Wear  Your  Sear  Belt.  *  Excludes  sunscreen  glass. 
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gs*  and  dynamic  side  impact  protection.  Which  means,  for  1994,  our  minivans 
I  the  only  ones  to  meet  all  1998  passenger  car  safety  standards.^  All  this  fiinc- 
mality  is  raised  to  luxurious  new  levels  in  the  Chrysler  Town  &  Country.  It  offers 


ad  seating  for  seven,  an  Infinity  Sound  System,  four-wheel  anti-lock  brakes  and  a 


^-liter  high  torque  V-6.  Luxury  appointments  like  a  CD  player,  leather-trimmed 


Its  are  also  available.  The  Chrysler  Town  &  Country  shows  what  can  happen  when 
:ompany  believes  in  continuous  improvement.  We  just  can't  seem  to  leave  a  good 


ia  alone.  Aren't  you  glad?   

CHRYSLERti; 


For  more  information, 
there's  only 
one  function  left 
to  perform. 


Call  1-8004A^ 

;   Chrysler.  : 


If  you  are  doing  business  on  the  basis  tliat  competition  is  a  zero-sum  game, 
maybe  you  liad  better  study  the  latest  developments  in  game  theory. 

Businessman's  dilemma 


\n  interview  with  Barry  Nalebuff  by  Rita  Koselka 


[T'S  just  a  story,  but  it  makes  a  pro- 
bund  point  about  running  a  busi- 
less.  A  conductor  is  studying  a  musi- 
:al  score  while  traveling  on  a  train  in 
Jie  old  Soviet  Union.  Two  KGB  agents 
;ye  him  suspiciously  for  a  while, 
rhose  weird  notations  he's  reading 
nust  be  a  code,  they  conclude.  They 
nove  in  and  bag  him  as  a  spy. 

'Tdiots!"  he  protests.  'T'm  reading 
I  Tchaikovsky  violin  concerto." 

"■We've  caught  Tchai- 
kovsky, too,  and  he's  al- 
eady  talking,"  the  KGB 
nan  snaps  back. 

What  should  the  con- 
iuctor  do}  He  knows  the 
vays  of  the  Soviet  cops.  If 
le  "confesses"  and  impli- 
:ates  his  "collaborator,"  he 
:nows  he  will  get  off  with  a 
'ear  in  jail,  while  "Tchai- 
:ovsky" — whoe\'er  he  is — 
vill  get  25  years  in  Siberia, 
f  Tchaikovsk}'  confesses 
v'hile  the  conductor  main- 
ains  his  innocence,  the 
entences  will  be  reversed, 
f  both  confess,  each  will 
;et  10  years. 

What  if  both  insist  on 
heir  innocence?  Then  the 
ops  will  lack  confessions, 
nd  both  victims  will  get  off 
vith  three  years  apiece. 

Thus  the  prisoner's  di- 
smma.  Thus,  too,  the 
)usinessman's.  Should  he 
;o  for  70%  of  the  market 
nd  risk  a  price  war  with  his 
ompetitors.^  Or  would  he 
»e  better  off  settling  for 
:0%,  allowing  both  sides  to 
nake  money.^ 

Welcome  to  Individual 
)ecision  Making,  a  popu- 
ir  course  at  the  Yale  School 
»f  Organization  and  Man- 
gement.  In  the  course, 
'rofessor  Barry  Nalebuff 


expounds  wittily  on  the  latest  devel- 
opments in  the  use  of  game  theory  in 
business.  While  only  now  becoming 
widely  known,  these  game  theon,' 
applications  are  already  beginning  to 
change  the  way  thoughtful  business 
people  interact. 

Nalebuff,  35,  talks  with  Forbes. 

Forbes:  So  what  should  the  poor 
Soviet  conductor  do? 


./is 

Yale  School  of  Organization  and  Managen-ient's  Barry  Nalebuff 
Teaching  businesses  and  students  that  cooperation  can  win 


Nalebuff:  The  conductor  is  tempted 
to  confess  and  implicate  Tchaikovsky 
to  get  off  lighdy.  Tchaikovsky,  or 
whoever  the  guy  was  they  arrested  as 
Tchaikovsky,  will  be  tempted  to  con- 
fess and  implicate  the  conductor. 

Not  a  good  solution.  Then  they 
each  get  ten  years. 

What's  a  better  solution? 

The  better  outcome  for  both  of  them 
is  not  to  "confess."  Then 
they'll  each  get  three  years. 
That  is  more  than  the  one 
year  each  might  think  he 
would  get  by  confessing, 
but  considerably  less  than 
the  ten  years  each  would 
get  if  they  both  confessed. 

Business  has  its  prison- 
er's dilemmas;  the  best 
strategy'  for  one  competitor 
would  normally  result  in 
the  worst  outcome  for  an- 
other. But  in  business,  as  in 
much  of  life,  there  is  the 
likelihood  of  further  inter- 
actions. Those  future  inter- 
actions make  cooperation 
possible.  The  best  outcome 
for  both  the  conductor  and 
Tchaikovsky  is  for  both  of 
them  to  hold  out,  since 
there  is  no  chance  of  fliture 
actions.  So  they  cannot 
consider  each  other. 

A  better  example:  If 
Coke  lo\\'ers  its  price  to 
gain  market  share  from 
Pepsi,  Pepsi  will  follow. 
Neither  gains  new  custom- 
ers, but  both  make  less 
money.  Neither  should  act 
without  considering  what 
the  other  would  do. 

Game  theoiy  requires 
that  you  look  at  a  problem 
from  two  perspectives:  your 
firm's  and  the  competi- 
tion's, the  conductor's  and 
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Dilemma 


Tchaikovsky's. 

We  thought  game  theoiy 
was  about  how  to  beat 
your  competitors  by  out- 
thinking  them. 

A  prisoner's  dilemma  with 
only  one  interaction  and 
"zero-sum"  games  are  the 
beginning  and  end  of  many 
people's  understanding  of 
game  theory.  A  zero-sum 
game  means  my  gain  must 
be  your  loss.  Poker  and 
football  games  are  zero- 
sum  games.  So  is  war,  and 
so  is  a  fight  for  market 
share. 

But  this  is  an  unduly  nar- 
row perspective.  Most  of 
the  time,  especially  in  busi- 
ness, we  are  not  in  a  pure  ^^^H 
conflict  or  zero-sum  situa- 
tion. Turning  competition  into  coop- 
eration is  an  essential  part  of  how 
game  theor\'  is  evolving  todav. 

Shsh!  The  Justice  Department 
may  be  listening. 

No,  this  is  not  collusion.  You  change 
the  nature  of  the  competition.  There 
are  many  ways  that  companies  can 
compete  while  making  the  market 
better  for  themseh  es  and  customers. 
My  clients  are  using  tools  from  game 
theor)'  to  figure  out  how  to  change 
the  payofts — the  years  in  prison  in  the 
conductor's  case — and  to  tr\'  to  avoid 
mutually  destructive  competition, 
such  as  a  price  war  between  Pepsi 
anci  Coke. 

Sounds  un-American.  Aren't 
we  supposed  to  want  to  win? 
What  you  want  to  do  is  make  more 
money,  not  kill  someone.  Sometimes 
that  means  just  understanding  \'our 
payoffs  better.  Look  at  the  credit  card 
inciustiy.  They've  actually  taken  to 
heart  the  old  saying,  "You  lose  money 
on  eveiy  transaction,  but  make  it  up 
on  volume."  Banks  use  the  wrong 
variable  when  issuing  cards.  They  fo- 
cus on  whether  a  cardholder  is  likely 
to  default,  not  whether  he  or  she  will 
be  profitable.  The  cost  of  that  mistake 
is  that  the  best  customers  appear  to  be 
"maxpayers" — people  who  pay  their 
balance  in  fifll  each  month — and  they 
account  for  roughly  one-diird  of 
credit  card  charge  volume. 


Switching  costs:  the  capture,  care  and  feeding  of  customers 


But,  next  to  outright  defaulters, 
they  are  the  worst  customers,  because 
credit  card  issuers  lose  money  on 
charge  volume  that  does  not  revolve. 
Maxpayers  get  an  interest-free  loan 
from  the  bank,  since  they  take  advan- 
tage of  the  monthlong  grace  period 
that  card  issuers  offer.  For  each  dollar 
charged  on  a  Visa  card,  only  about 
1.4%  goes  to  the  issuing  bank.  Even 
including  the  annual  fee,  that  doesn't 
cover  the  cost  of  perks — such  as  a 
penny  a  mile  for  frequent-flyer  affinity 
cards — or  billing,  customer  service 
and  other  administrative  expenses.  As 
a  result,  banks  must  keep  interest  rates 
high  to  make  their  money. 

So  what  would  modern 
game  theory  suggest? 

The  selection  criteria  for  cards  should 
be  changed  to  increase  the  company's 
real  payoffs.  Cardholders  should  be 
rewarded  for  revolving,  not  charging. 
Frequent-flver  miles  should  be 
awarded  based  on  the  average  dollars 
of  outstandings.  The  annual  fee  could 
be  applied  toward  interest  costs.  This 
would  penalize  cardholders  who  nev- 
er borrow  and  reward  those  who  pay 
interest.  And  interest  rates  would  ac- 
tually go  down.  That  would  improxe 
profits  for  everyone.  My  estimates 
suggest  that  First  Chicago's  United 
..■Airlines  card  loses  $185  annually  on  a 
typical  maxpayer  with  SI 5,000  annu- 
al charge  volume. 

Some  credit  card  issuers  are  getting 


the  idea.  Bank  of  Neil 
York,  for  example,  has  in 
troduced  a  card  that  has 
much  lower  interest  rate 
1 1 .9%,  but  no  grace  perioc 
Interest  starts  accruing  a 
soon  as  the  charge  is  re 
corded.  It's  a  great  deal  fq 
those  who  revolve  and  ten 
rible  for  maxpayers. 

But  good  for  profit; 
Okay,  so  I'm  a  smarte 
manager  and  therefor 
understand  my  payoff? 
but  my  competitor 
don't.  They  start  a  pric 
war.  What  do  I  do  now? 
Exactly  what  TWA  is  tryin 
to  do,  change  the  competi 
tive  playing  field.  It  is  rip 
ping  out  seats  in  its  plane 
to  offer  customers  more  le 
room  for  the  same  price.  It  is  creatin 
a  higher-qualit)'  product,  whic 
makes  customers  happier.  Instead  c 
just  competing  on  price,  it  is  compel 
ing  on  qualit)'  as  well. 

If  competitors  decide  to  mate 
TWA,  all  passengers  will  be  more  com 
fortable  and  the  industry  will  have  les 
capacit}'.  Cutting  the  excess  capacit 
will  help  restore  price  stability  an^ 
improve  the  profits  of  all  airlines. 

TWA  is  trying  to  change  the  gam, 
from  zero-sum  to  "positive-sum 
competition — everyone  benefits.  An 
other  example:  Radio  stations  ofte 
compete  on  the  basis  of  commercial 
free  time.  Not  only  is  that  more  desit 
able  for  listeners,  but,  by  decreasin 
the  amount  of  time  available  for  com 
mercials,  radio  stations  have  reduce^ 
the  supply  and  therefore  increased  th 
value  of  the  remaining  time. 

This  benefits  consumers,  too.  Yo 
haven't  just  changed  capacity.  In  bot^ 
of  these  situations  what  you  hav 
done  is  changed  the  payoffs  to  con 
sumers.  Customers  will  not  be  willin 
to  listen  to  a  station  with  more  com 
mercials.  The  game  has  changed. 

That's  radio,  which  is  free 
to  consumers.  But  consumers 
may  not  be  willing  to  pay. 

So  you  create  switching  costs  to  mak 
it  expensive  for  the  customer  to  leave 
Securit\'  Pacific  National  Bank  [no\ 
part  of  BankAmerica]  offered  to  re 
bate  the  points  on  a  mortgage  afte 
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ive  years.  The  result,  as  predicted, 
vas  a  massive  decline  in  refinancing — 
;ven  though  interest  rates  fell  sharply, 
rhc  cost  of  refinancing  was  effectively 
loubled — the  consumer  not  only  had 
o  pay  points  on  the  new  mortgage, 
)ut  lost  the  points  that  would  be 
ebated  on  the  old  one.  So  Security 
"•acific  managed  to  keep  high-yield- 
ng  mortgages  on  its  books. 

The  new  Household  Bank/Gen- 
ral  Motors  credit  card  is  another 
xample.  The  gold  card  offers  a  5% 
ebate  that  allows  you  to  accumulate  a 
)7,000  credit  toward  a  new  GM  car. 
^ord  has  a  Citibank  card  with  a 
>3,500  credit.  These  cards 
Dck  in  consumers.  If  you 
lave  a  GM  card,  you  won't 
rant  to  forfeit  $7,000  to 
»uy  a  Ford.  Unlike  a  zero- 
um  game,  the  more  firms 
hat  copy  this  idea,  the 
nore  customers  will  get 
3cked  in.  It  would  actually 
lelp  GM  and  Ford  if  Chiys- 
zr  develops  a  similar  pro- 
jam,  because  it  will  have 
:ss  incentive  to  cut  prices, 
consumers  who  are  loyal  to 
ine  manufacturer  will  end  up  better 
•ff,  those  who  switch,  and  new  cus- 
omers,  will  have  to  pay  higher  prices. 

Lren't  you  just  disguising 
price  rise  to  customers? 

Jo,  youVe  changing  the  game  so  the 
irices  rise  and  are  sustainable.  The 
lewly  designed  T  bill  auctions  are 
ising  other  ideas  developeci  from 
;ame  theor)'  to  tr\'  to  get  better  prices. 

raditionally.  Treasury  officials  col- 
;cted  all  the  bids  from  authorized 
lealers  and  then  allocated  Treasur\' 
liUs  among  the  top  bidders  until  they 
old  the  allocated  amount. 

The  new  program  awards  bills  to 
he  top  bidders  but  charges  even^one 
he  highest  losing  bid  price — the 
lighest  price  that  does  not  get  an 
llocation. 

^he  idea  is  to  give  everyone  an 
ricentive  to  bid  their  best  price? 

es.  Now  underbidding  never  saves 
ou  money,  but  risks  losing  the  prize 
Itogether.  Ideally,  this  should  pro- 
ide  the  most  accurate  information 
nd  the  best  price  to  the  government. 

lo  the  Treasury  is  trying  to  get 


what  the  bills  are  actually  worth  to 
the  market,  taking  the  deceit  out? 

That's  right.  Another  game  theory 
tool  has  a  similar  effect.  Signaling, 
which  was  developed  by  A.  Michael 
Spence,  dean  of  Stanford's  business 
school,  tries  to  credibly  convince 
competitors,  customers  or  the  com- 
munity' that  you  are  going  to  do  what 
you  say  you  are. 

You  don't  mean  illegal  signaling. 

No,  of  course  not.  But  you  can  tiy  to 
tell  everyone  that  you  have  changed 
the  payoffs.  However,  a  signal  must 
be  credible.  Here's  a  real-life  example: 


A  large  manufacturing  company  was 
interested  in  locating  a  mociern  toxic 
waste  disposal  plant.  It  was  not  sur- 
prising that  the  local  townsfolk  were 
opposed  to  the  firm's  plans.  They 
were  concerned  their  houses  would 
fall  in  value  and  they  would  be  stuck  in 
a  depressed  community  next  to  a  toxic 
waste  plant. 

The  firm  promised  to  revitalize  the 
town  through  new  jobs  and  public 
school  financing.  While  the  firm  cer- 
tainly had  the  resources  to  improve 
the  qualit\'  of  life  in  this  town,  people 
had  their  doubts  that  it  would  live  up 
to  its  pledge.  The  firm  needed  to  send 
a  signal:  Take  an  action  that  would  be 
cheap  if  it  were  telling  the  truth,  and 
veiy  expensive  otherwise. 

I  proposed  the  company  guarantee 
to  buy  each  resident's  house  one  year 
hence  for  its  current  appraised  value. 

The  guarantee  aligns  the  firm's  in- 
terests with  that  of  the  homeowners. 
If  the  quality  of  life  in  this  town 
improves,  housing  prices  will  rise  and 
the  guarantee  won't  cost  the  compa- 
ny anything.  If  it  does  not,  the  guar- 
antee will  be  extremely  costly. 

The  company's  response  to  the 
proposal  was  that  everyone  in  their 


right  mind  would  take  them  up  on  the 
guarantee  and  cost  them  a  fortune. 
Implicitiy,  the  firm  acknowledged  the 
validity  of  the  community's  fears. 

These  things,  of  course,  do  not  just 
apply  to  business.  George  Bush  sig- 
naled his  intention  not  to  increase 
taxes  with  the  now  immortal  "Read 
my  lips."  It  signaled  the  voters  that 
he'd  veto  a  tax  increase.  The  reason 
this  was  credible  was  that  if  he  did 
raise  taxes,  this  pledge  would  come 
back  to  haunt  him. 

Having  read  his  lips  and  having 
decided  he  had  lied,  they  didn't 
trust  him  with  a  second 
term.  He  boxed  himself  in 
a  corner? 

And  the  public  punished 
him  for  it.  But  boxing  your- 
self in  a  corner,  or  what 
might  be  called  "'strategic 
infiexibilit)',"  is  another 
tool  of  game  theory. 

I  thought  flexibility  was 
one  of  those  universal 
goods. 

In  the  world  of  strategy, 
inflexibility  can  be  to  your  advantage. 
In  his  conc]uest  of  Mexico,  Cortes' 
in\'ading  army  burned  its  own  ships. 
Vastly  outnumbered,  they  purposely 
eliminated  retreat  as  an  option,  giving 
thcmseh'es  no  choice  but  to  fight  and 
win.  His  opponents  chose  not  to  fight 
such  a  determined  adversary. 

But  everyone  has  to  understand  the 
implications  of  strategic  inflcxibilit}'. 
For  example,  an  American  Express 
cardholder  is  forced  to  pay  the  bill  in 
fiill  each  month.  Knowing  that  revolv- 
ing is  not  an  option  keeps  people  from 
spending  beyond  their  means.  You'd 
think  that  more  flexibility  would  be 
more  valuable.  That's  what  American 
Express  thought  when  it  decided  to 
market  a  revolving  credit  card.  Opti- 
ma, to  its  existing  cardholders.  It  was 
surprised  by  the  high  default  losses  on 
what  had  been  a  \'c\y  low  risk  portfolio. 
They  were  due  in  part  to  giving  people 
unwanted  flexibility. 

I  guess  American  Express  should 
have  studied  Thinking  Strategical- 
ly, the  1991  book  on  modern  game 
theory  you  coauthored  with  Avi- 
nash  Dixit. 

Don't  compete  without  it!  H 
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Wal-Mart  has  just  gotten  a  lesson  in  evolutionary  economics,  and  the 
Clinton  Administration  is  about  to  get  a  few.  If  you  still  think  the  sole 
object  of  business  is  to  make  money  by  clobbering  your  competitors, 
you'd  better  start  thinking  about  the  prisoner's  dilemma. 

Evolutionaify  economics: 
Nice  guys  don't  finish  last 


By  Rita  Koselka 

Ever  since  he  hunted  in 
bands  in  order  to  overcome 
the  superior  strength  and 
speed  of  his  prey,  Man  has 
been  a  cooperating  animal. 
This  tact  seems  to  contra- 
dict the  view  of  him  as  a 
self-seeker  whose  every 
move  is  aimed  at  gaining  an 
edge  over  the  other  fellow. 

But,  as  the  "Business- 
man's ciilemma'"  (preccd- 
injj  story)  illustrates,  surviv- 
al of  the  fittest  and  mutual 
cooperation  aren't  contra- 
clictory  but  in  fact  may  be 
complementaiy.  In  the  real 
living,  breathing,  sweating 
world — as  opposed  to  the 
abstract  world  of  econo- 
mists— an  individual  is 
often  better  off  giving 
something  to  the  other 
fellow  than  he  would  be  ^^Hi 
if  he  looked  out  only  for 
number  one. 

At  least  a  few  economists  are  com- 
ing to  grips  with  this  seeming  para- 
dox, among  others.  They  describe 
themsehes  as  evolutionan'  econo- 
mists and  they  are  calling  into  c]ues- 
tion  many  of  the  precepts  of  classical 
economics.  Much  of  the  work  being 
done  in  ex'olutionar)'  economics 
shows  promise  of  fitting  the  obsen - 
able  realities  of  daily  life  better  than 
the  older  theory  does.  "The  response 
I've  gotten  to  my  work  from  business 
people  has  been  oven\  helming,"  says 
W.  Brian  Arthur,  an  evolutionary' 
economist  at  Stanford. 

Evolution^iy  economics  takes  the 


Strategic  inflexibility:  Don't  push  me;  I'm  cornered. 


sensible  view  that  the  economy  is 
really  an  ecology,  with  more  parallels 
to  biological  evolution  than  to  a  New- 
tonian machine.  The  new  discipline 
owes  a  lot  to  game  theor)'  as  well  as  to 
genetic  biology  and  to  mathematical 
tools  developed  for  physics.  One  of  its 
fundamental  precepts  is  diat  people 
do  not  always  act  in  economicallv 
rational  ways. 

Evolutionan'  economics  is  not  en- 
tirely new.  It  would  not  have  sounded 
strange  to  Thomas  Malthas  (1766- 
1834).  In  this  centuiy  the  great  econ- 
omist Joseph  Schumpeter  saw  the 
economy  as  a  developing  organism, 
not  as  a  machine  manipulatable  by 


levers,  as  in  Keynesian  ano 
neo-Keynesian  economics. 

Even  Keynes  recognizee 
the  limitations  of  his  own 
Newtonian  economic 
when  he  said  that  in  the  las 
resort  it  is  not  interest  rate 
but  the  "animal  spirits"  q 
business  people  that  deter 
mine  the  level  of  capit; 
spending:  If  business  peo 
pie  feel  good  about  the  fu 
ture,  they  invest;  if  the 
don't  feel  good,  they  don' 
invest. 

This   usually  frustrate 
government  planner; 
I    They  make  a  move  intenc 
I    ed  to  stimulate  investmen 
f    but  if  the  move  invohx 
f    higher  taxes  or  more  regi 
lation,  it  may  so  darken  ir 
vestors'  views  of  the  futui 
that  the  stimulation  will  b 
diminished.    People  m: 
not  always  behave  in  a  perfecth'  ecc 
nomically  rational  fashion,  but  the 
do  react;  they  are  not  just  acted  upon 
In  many  of  its  edicts,  the  govern 
ment  seems  fixated  on  a  world  i 
which  there  are  only  single  encoui 
ters  between  any  two  parties.  But  w  i  t 
multiple    encounters,    the  payo 
change.  Gox'ernment  also  fails  to  a[ 
preciate  the  degree  to  which  peop 
learn  and  change  their  behavior.  Thi 
the  fallacy  of  rent  control.  In  the  sho 
run  it  pleases  the  voters  by  freezir 
their  rents;  but  in  the  longer  run 
leads  investors  to  neglect  or  abandc 
their  propert)'  and  to  refuse  to  mal 
new  im  cstments. 
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Or  look  at  tax  policy.  The  recent 
oosts  in  taxes  on  the  "'wealthy" 
lake  perfect  sense  if  the  tax  code  is 
iterpreted  as  a  single  interaction  with 
le  taxpayer.  In  the  real  world  of 
iLiltiple  encounters — of  adaptive 
ixpayers — the  consequences  be- 
ame  a  lot  murkier.  Anyone  smart 
nough  to  be  rich  is  going  to  be  smart 
nough  to  alter  his  behavior  in  ways 
lat  will  compromise  the  goal  of  in- 
reased  tax  revenue.  Tax  accountants 
ill  find  new  ways  to  help  their  clients 
/oid  taxes. 

This  interaction  and  ability  to  adapt 
"e  at  the  heart  of  evolutionary  eco- 
omics  and  of  game  theory.  Of 
Durse,  business  people — and  chess 

layers — always  knew  the   

rinciples  of  game  theory, 
/en  before  it  was  called 
lat.  They  knew  their  every 
love  would  have  an  effect 
pon  the  action  of  their 
Dmpetitors  and  that  they 
ceded  to  try  to  figure  out 
hat  that  reaction  would 
e  before  they  made  the 
love.  That's  why  business 
^ople  exposed  to  the  new 
/olutionary  economics  of- 
:n  comment,  "Hell,  that's 
ist  common  sense." 

Evolutionary  economics 
aces  not  only  to  game  the- 
ry  but  also  to  a  curious 
irtation  that  has  devel- 
ped  in  recent  years  in  the 
ills  of  academia  between 
:onomists  and  biologists, 
hey  talk  the  same  lan- 
Liage,  sometimes  borrow 
ich  other's  techniques  ^^^M 
id  come  to  similar  conclu- 
ons.  According  to  Yale  economist 
)hn  Geanakoplos,  the  business  anal- 
ay  to  a  gene — which  programs  an 
rganism's  behavior — is  the  firm's 
ew  of  the  fiature. 

Yale's  Barry  Nalebuff  is  one  of  the 
aders  in  adapting  some  of  this  arcane 
:search  to  practical  business  prob- 
ms.  In  his  course  he  emphasizes 
rategic  altruism  is  not  the  enemy  of 
;lf- interest  but  often  the  best  way  to 
arsue  it.  Some  call  this  cooperative 
leory — it  is  rooted  in  both  genetic 
lolog)'  and  game  theory.  There  is 
luch,  much  more  to  evolutionary 
ronomics,  but  this  is  the  part  most 
imediately  applicable  to  business 


decision-making.  With  a  little 
thought,  it  can  be  used  to  craft  opti- 
mal business  strategies. 

In  its  earliest  incarnations,  game 
theory  mostly  applied  to  shark-eat- 
shark  situations  and  helped  plot  a 
strategy  for  eating  rather  than  bein^ 
eaten.  But  one  of  the  things  that  game 
theory  is  learning  from  genetic  biolo- 
gy is  that  eating  the  other  fellow  is  not 
necessarily  the  best  path  to  long-term 
survival.  In  their  struggle  to  propa- 
gate themselves,  genes  that  foster  co- 
operative behavior  may  have  en- 
hanced survivability. 

The  May  issue  of  the  American 
Economic  Review  contained  a  series  of 
papers  on  the  evolution  of  altruistic 


You  might  want  to  be  a  little  more  forgiving  than  this. 


behavior.  Economics,  in  short,  is  be- 
ginning to  recognize  that  more  than 
naked  self-interest  drives  the  econo- 
my. Moreover,  it  has  begun  to  realize 
that  in  a  world  of  repeated  interac- 
tions, killing  the  competition  isn't 
always  the  best  way  to  succeed. 

Wal-Mart  is  getting  a  rough  lesson 
in  cooperative  theory.  When  it  moves 
into  a  new  territory,  Wal-Mart  fre- 
quently obliterates  the  competition, 
because  it  gives  consumers  a  better 
break.  But  in  New  England  last 
month,  it  found  its  entry  opposed  by 
residents  of  Westford,  Mass.,  who 
claimed  Wal-Mart  would,  among 
other  things,  drive  hometown  mer- 


chants out  of  business.  Wal-Mart  is  a 
smart  outfit.  You  can  bet  it  will  modi- 
fy its  policies  to  appear  more  coopera- 
tive or  at  least  less  threatening  to 
rivals.  The  prisoner's  dilemma  in  the 
real  world. 

Frank  Lorenzo  should  have  learned 
this  lesson.  His  confrontations  with 
unions,  competitors  and  customers 
may  have  made  sense  in  the  short  term 
but  haven't  profited  him  in  the  long 
term.  A  judge  recently  recommended 
that  Lorenzo's  application  to  start  an 
airline  be  denied.  Whether  or  not 
Lorenzo  wins,  it  is  clear  that  he  is  in 
for  some  payback  from  his  enemies. 

If  theoretical  justification  for  a 
more  benign  policy  is  needed,  Wal- 
^^^^  Mart  or  Lorenzo  will  have 
no  trouble  finding  it. 
Thanks  to  biology  and 
game  theory,  we  now  have 
a  thtovy  explaining  why 
live-and-let-live  is  often  the 
smartest  policy  for  busi- 
nesses, ratlier  than  acting  in 
their  seeming  best  interest. 
Robert  Axelrod  and  Wil- 
liam Hamilton  of  the  Uni- 
versity of  Michigan  set 
computer  programs  play- 
I  ing  the  prisoner's  dilemma 
against  each  other  over  and 
over  again,  giving  points  to 
different  outcomes  and  as- 
sessing how  many — or  how 
few — points  they  won  over 
time.  They  found  one  strat- 
egy that  won  against  a  tour- 
nament of  all  comers:  tit  for 
tat.  Tit  for  tat  cooperates 
on  the  first  move  and  there- 
after does  exactly  what  the 
other  guy  did  last  time — 
cooperates  if  he  did,  or  betrays  him  if 
that  was  the  other  player's  chosen 
course. 

Tit  for  tat  is  an  example  of  what 
biologists  call  "reciprocal  altruism," 
which  had  been  postulated  by  the 
University  of  California's  Robert 
Trivers  as  the  basis  of  the  evolution  of 
cooperation  in  animals:  In  a  small 
group,  whose  members  recognize 
one  another,  cooperation  is  rewarded 
by  later  cooperation  and  defection  is 
punished.  For  example,  military 
cease-fires,  to  pick  up  dead  and 
wounded,  are  an  established  custom. 
There  is  no  short-term  military  profit 
in  it.  It  is  reciprocal  altruism,  promot- 
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ing  the  long-term  interests  of  both 
parties. 

This  is  where  biology  and  econom- 
ics are  moving  closer  together.  Both 
disciplines  are  concluding  that  nature 
is  not  entirely  tooth  and  claw  and  that 
the  ability  to  cooperate  may  be  one  of 
mankind's  tools  for  evolutionary  sur- 
vival— and  business  survival,  too. 

Says  McKinsey  &  Co.  director  F. 
William  Barnett:  "Barry  NalebufFs 
Thinkimf  Strntcpfically  helped  us 
launch  a  major  program  to  create 
value  by  applying  game  theory  to  real 
business  situations." 

Real  businesses  don't,  of  course, 
need  to  know  all  of  what  the  biolo- 
gists and  economists  are  discovering 
about  complex  systems.  Suffice  it  to 
say,  recent  genetic  research  suggests 
that  evolution  may  favor  genes  that 
program  an  organism  for  cooperative 
behavior.  Once  you  draw  an  analogy 
between  genetic  behavior  and  organi- 
zational and  economic  beha\'ior,  you 
inevitably  come  to  the  conclusion 
that  cooperative  behavior  is  very  often 


conducive  to  the  survival  of  individ- 
uals as  well  as  to  that  of  societies. 

It's  a  big  yawn  to  say  that  we  live  in  a 
period  of  tremendous  change  and 
only  tln)se  who  can  adapt  will  survive. 
And  applying  game  theory  to  deci- 
sion-making is  old  hat  now  as  well. 
Business  people  do  it,  governments 
do  it,  armies  do  it. 

So,  what's  new?  Just  this:  a  realiza- 
tion that  successful  adaptation  to 
these  environmental  changes  de- 
mands more  cooperation,  a  large  de- 
gree of  tit  for  tat,  of  live  and  let  live 
among  competing  people  and  com- 
peting organizations. 

This  doesn't  mean  being  a  w  imp.  If 
a  competitor  sticks  his  thumb  in  your 
eye,  you  may  ignore  him  the  first  time, 
being  more  forgiving  than  tit  for  tat. 
But  if  he  does  it  again,  you  knee  him  in 
the  groin,  reminding  him  that  you  can 
play  rough,  too.  However,  you  don't 
spend  all  your  time  trying  to  figure 
out  how  to  drive  him  into  Chapter  1 1 . 
You  retaliate  only  in  such  a  way  as  to 
convince  him  that  you'll  play  rough  if 


he  continues  to  do  so. 

That's  because  in  the  prisoner's 
dilemma  there  is  an  optimum  solu- 
tion that  falls  well  short  of  total  vic- 
tt)n,'  for  either  side. 

Take  the  current  war  between  Phil 
ip  Morris  and  RJR  Nabisco.  Philip 
Morris  perceived  RJR  as  having  initiat- 
cd  a  price  war  in  the  discount  segment 
of  the  cigarette  market.  Philip  Morris 
retaliated  with  a  price  war  where  RjRi 
was  most  vulnerable — in  the  premi- 
um segment  (Forbks,  May  10).  Both 
companies  are  being  hurt,  but  RIR  is| 
being  hurt  proportionately  far  worse. 

We  don't  know  whether  Philip 
Morris'  management  studies  game 
theory  or  whether  it  discusses  its  strat- 
egy in  terms  of  the  prisoner's  dilem- 
ma. But  we  suspect  they  do  under- 
stand that  the  world  has  changed  to 
the  point  where  putting  R|R  out  of 
business  may  not  be  in  Philip  Morris' 
best  interests.  By  this  analysis,  Philip 
Morris  inflicted  pain  on  RJR,  not  to 
destroy  RJR,  but  to  persuade  it  to  stop 
cutting  prices  on  discount  cigarettes. 


Gamesmanship 

John  von  Neumann, 
born  in  Budapest  of  Jewish 
parents,  educated  in 
Hungary  and  Germany  be 
fore  Hitler,  was  one  of  the 
most  versatile  scientists  of 
our  times.  He  was  one  of 
the  fathers  of  the  modern 
computer  as  well  as  a  ma- 
jor contributor  to  Ameri- 
ca's nuclear  bomb  proj- 
ect. Later  he  became  a  lead- 
ing force  behind  the 
American  cold  war  strateg^i' 
of  nuclear  deterrence. 

The  brilliant,  eccentric 
and  versatile  von  Neumann 
is  also  a  father  of  game 
theor)'.  He  published  The- 
ory of  Games  and  Econom- 
ic Behavior  m  1944  with 
Oskar  Morgenstern,  a 
Princeton  economist.  Von 
Neumann  took  up  the 
study  of  game  theory  be- 
cause of  his  abysmal  lack 
of  success  at  poker. 

Today  game  theory'  is 
taken  seriously  in  business. 


John  von  Neumann 

A  father  of  game  theory. 


diplomacy  and  the  mili- 
tary as  an  aid  to  decision 
making.  Von  Neumann's 
breakthrough  was  in  the 
study  of  conflict  between 
thoughtfiil  and  potentially 
deceitfi.ll  opponents, 
whose  interests  are  totally 
in  conflict — the  zero- 
sum  game.  The  theoiy  is 
supported  bv  precise  and 
complicated  mathematics 
dealing  with  reactions 
and  counterreactions.  Von 
Neumann  believed  that, 
using  mathematical  logic 
and  computers,  a  ri^ht 
strateg)'  could  be  devised 
for  any  game  or  any  life 


situation. 

After  World  War  II 
game  theory  development 
continued  through  the 
Rand  Corp.,  a  Santa  Moni- 
ca, Calif -based  think 
tank  that  specialized  in  the 
study  of  militar)'  and  nu- 
clear conflicts.  Von  Neu- 
mann, one  of  his  stu- 
dents, Merrill  Flood,  and 
John  Nash  all  worked  for 
a  time  at  Rand. 

Nash  developed  solu- 
tions to  games  where  the 
players'  interests  are  not 
completely  opposed.  It  is 
this  sort  of  game  that  is 
chiefly  of  interest  to  busi- 
ness people  today.  He  de- 
veloped a  mathematical 
construct  to  determine 
the  equilibrium  point  of 
these  games — a  collec-  ■ 
tion  of  strategies  in  which 
neither  player  wants  to 
change  his  actions,  given 
his  anticipation  of  what 
others  will  do. 

The  reasoning  ciex  el- 
oped  by  these  men  and  ad- 


vanced by  Thomas  Schel- 
ling  was  extensively  used  by 
the  U.S.  . military  to  devel- 
op its  strategic  framework 
for  the  cold  war. 

Though  he  never 
turned  his  full  attention  to 
it,  von  Neumann  predict- 
ed that  game  theor\'  would 
be  a  profoundly  impor- 
tant economics  tool.  Until 
the  1980s  (see  story) 
economists  were  slow  to 
pick  up  on  it.  Now,  with 
the  beginnings  of  evolu- 
tionary' economics  and 
with  biologists'  increasing 
use  of  its  techniques, 
game  theory  is  very  popular 
and  is  beginning  to  | 
change  the  way  we  think 
about  business  and  the 
world  in  general.  The  the- 
ory is  perfecth'  suited,  as 
von  Neumann  predicted, 
to  the  study  of  dynamic 
interactive  systems.  Game 
theoiy  may  yet  rank  with 
the  computer  as  John  \  on 
Neumann's  greatest 
monument.        -R.K.  ■ 
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WORKERS  COMPENSATION 


Given  the  state  of  workers  identify  and  reduce  potential 
)rnpensation  costs,  the  most      hazards  in  the  workplace. 


iguished  cries  of  pain  fre- 
jently  emanate  from  the 
fices  of  CFOs. 

But  IXT  Hartford  has  pio- 
;ered  a  remarkable  cure, 
ore  than  a  program,  our  con- 
nuum  of  care  philosophy 
tegrates  every  aspect  of 
orkers  compensation,  from 
evention  to  early  interven- 
3n  to  accelerated  return- 


ECANM' 


perate,  efforts  are  made  to  return 
them  to  productive  jobs  fast.  By 
monitoring  medical  costs  and 
treatment.  By  maintaining  con- 
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vel  of  an  injured  worker's  care. 

When  injuries  go  down,  premi- 
ns  can  go  down.  So  the  ITT 
artford  managed  care  approach 
igins  with  extensive  loss  preven- 
)n  services.  Our  experts  work  to 


Yet  no  prevention  program  can 
eliminate  all  injuries.  Our  early 
intervention  efforts  limit  the  dam- 
age when  injuries  do  occur.  When 
an  injury  warrants,  we  assign  an 
riT"  Hartford  Nurse  Case  Manager 
who  contacts  the  injured  worker  to 
coordinate  medical  care  and  offer 
guidance  and  support. 

I'  inally,  as  injured  workers  recu- 


tact  among  <^ 

"OUR  NURSES 

employer,    STEP  IN  E.\RLY  TO 
employee  MANAGE 
and  health  RER\BILIT\TION 
.\ND  .\CCELER.\TE 

ZZrZ  RETURN 

TO  \\T)RK " 

overseeing  ^  ^  ^  V„ 
physical,  psychological  and 
vocational  rehabilitation.  And 
by  helping  to  identify  alterna- 
tive return-to-work  jobs. 

To  find  out  more  about 
saving  money  with  IXX 
Hartford,  contact  Dale  Powers, 
Marketing  Director,  ITT  Hartford. 
Really,  it's  quite  painless. 


Dale  Powers 
CPCU 

Marketing  Director 
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Nice  guys 


It's  already  working. 

That's  the  point:  Smart 
business  people  don't  need 
biologists  and  economists 
to  tell  them  that  they  do  not 
live  in  a  static  world.  But 
evolutionary  economics 
and  game  theory  have  news 
for  those  macho  business 
people  who  think  the  key  to 
success  is  obliterating  the 
competition.  It  teaches  that 
the  real  key  to  long-range 
survival  is  not  defeating  an  HHIH 
opponent.  The  real  key  is 
learning  how  to  adapt  to  constantly 
changing  circumstances. 

Increasingly,  companies  are  adapt- 
ing by  working  more  closely  with 
their  suppliers,  as  Wal-Mart  and  Japa- 
nese auto  manufacturers  have  done  so 
successftiUy.  The  object  is  not  just  for 
each  to  extract  the  best  price  from  the 
other  fellow  but  to  help  deliver  the 
best  possible  product  at  the  lowest 
price  to  the  consumer.  That,  reduced 
to  essentials,  is  the  secret  of  Wal- 
Mart's  success. 

The  Japanese  are  masters  at  the  art 
of  self-interested  altruism.  Consider 
the  famous  voluntary  export  restraints 
by  Japanese  car  manufacturers.  In- 
stead of  continuing  to  push  for  great- 
er market  share,  the  Japanese  agreed 
to  accept  numerical  limits  on  their 
imports.  Both  sides  gained:  The  Japa- 
nese took  the  heat  off  on  possible 
congressional  action,  and 
both  the  American  compa- 
nies and  the  Japanese  com- 
panies were  able  to  raise 
prices. 

Needless  to  say,  consum- 
ers paid  for  the  compro- 
mise, but  it  is  by  no  means 
clear  that  it  would  have 
been  in  the  best  interests  of 
consumers  to  see  the  Amer- 
ican companies  pushed  into 
bankruptcy.  Just  as  it  now 
appears  that  businesses  may 
gain  more  from  coopera- 
tion than  from  cutthroat 
competition,  so  consumers 
may  benefit  more  in  the 
long  run  from,  say,  a 
healthy  airline  industn' 
than  from  one  that,  in  the 
short  mn,  cuts  prices  the 
hardest.  Just  as  gouging 
consumers  doesn't  pay  in 


Those  who  cooperate  can  hold  their  own  against  outsiders. 


the  long  run,  neither  does  gouging 
companies — once  you  begin  to  think 
of  societ)'  as  an  organic  whole  rather 
than  as  a  collection  of  groups  and 
individuals. 

The  fact  is  that  winners  don't  al- 
ways win.  Take  IBM.  In  the  1960s, 
1970s  and  well  into  the  1980s  IBM 
dominated  the  world  computer  busi- 
ness to  the  point  where  many  peo- 
ple— the  fix-its  in  Washington  promi- 
nently among  them — wondered 
whether  IBM's  competitors  could 
even  survive.  It  seemed  to  have  won 
the  computer  war.  Yet  its  apparent 
victory  was  achieved  at  the  cost  of 
creating  a  rigid  organization  that  was 
not  sufficiently  sensitive  to  changes  in 
its  environment.  IBM  was  almost  de- 
stroyed by  its  Pyrrhic  victory. 

Note  the  changes  in  IBM's  strategy 
since  its  fall  from  the  heights,  with  its 


Read  all  about  it 

Books  about  how  game 
theory  and  analogies  drawn 
from  genetic  biology  are 
changing  the  way  we  think 
about  business,  the  econ- 
omy and  society: 

The  Evolution  of  Coopera- 
tion, Robert  Axelrod.  Basic 
Books,  1984. 

Social  Evolution, 
Robert  Trivers.  Benja- 
min-Cummings,  1985. 

The  Selfish  Gene,  Richard 
Dawkins.  Oxford  Universi- 
ty Press,  1989. 


Thinking  Strate^fically, 
Avinash  K.  Dixit  and 
Barry  J.  NalebufF. 
W.W.  Norton,  1991. 

Prisoner's  Dilemma, 
William  Poundstone. 
Anchor  Books,  1992. 

Tlje  Strate£iy  of  Conflict, 
Thomas  Schelling. 
Harvard  University  Press, 
1960. 

Complexity,  M.  Mitchell 
Waldrop.  Touchstone, 
1993. 

The  Idea  of  Economic 
Complexity,  David  Warsh. 
Viking,  1985.  wm 


increasing  number  of  join 
ventures;  joint  ventures  an 
a  prime  example  of  compefl 
itors  cooperating.  IBM  anl 
Apple,  formerly  stauncl 
enemies  (remember 
commercial  depicting  A| 
pie's  Orwellian  view  c 
IBM.^ ),  are  working  togethe 
on  a  variety  of  fronts. 

Or  take  Merck  &  Co 
proposed  purchase  c: 
Medco  Containment  Ser 
vices  (Forbes,  Au^.  30 
Merck  has  one  of  the  bes 
traditional  sales  forces  in  the  industn, 
but  changes  in  the  outside  world  ha\' 
put  Merck's  type  of  selling  in  jcopar 
dy.  Rather  than  fight  Medco's  mail 
order  sales  strategy,  Merck  has  decid 
ed  to  embrace  it. 

The  air  is  fiall  of  indications  tha 
business  already  realizes  that  in  coop 
eration  lies  survival.  U  S  West  ant 
Time  Warner — a  wire  telephone  com 
pany  and  a  cable  company,  traditionj; 
rivals — are  cooperating  to  bring  pro 
gramming  into  the  home. 

Be  certain  of  this:  Reflecting  as  i 
does  the  fast-changing  realities  of  to 
day's  world,  evolutionary  economic 
may  change  how  we  think  about  th 
economy,  society  and  governmen) 
and  our  understanding  of  how  ti 
intervene.  It  may  lead  us  to  reexamin 
some  dearly  held  concepts. 

Specifically,  some  of  the  insights  o 
evolutionary  economic 
may  cut  the  ground  ou 
from  under  a  lot  of  the  U.S 
antitrust  tradition — a  tradi 
tion  already  discredited  b 
experience  but  still  some 
thing  of  a  holy  writ.  Won" 
the  rascals  who  run  busi 
ness  just  jack  up  prices 
they  can?  Maybe,  if  they  caj 
get  away  with  it,  but  coop 
erative  theory  reminds  u 
that  too  much  selfishnes 
can  be  self-defeating.  Toi 
high  prices  or  returns  oi 
capital  higher  than  averag; 
attract  new  domestic  an( 
foreign  competition. 

You  don't  have  to  be  na 
ive  or  idealistic  to  accept  ai 
this.  Just  start  thinking  c 
people  and  businesses  a 
opportunistic  seekers  c 
cooperation. 
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FROM  our  American  research  and  design  centers  to  our  U.S.  manufacturing  plants,  Toyota 
is  committed  to  job  growth  in  all  the  communities  where  we  operate.  Our  more  than 
$5  billion  investment  in  America  is  paying  off  in  the  form  of  thousands  of  jobs  right 
across  the  country.  It's  an  investment  in  people  and  that's  an  investment  in  the  future. 
/  A'  V  E  S  T  INC      I  ;V      •/'  H  E      THING  S      W  E     A  /.  L      C  A  R  E      A  B  ()  V  T  .  TOYOTA 


For  more  infnrmnlion  about   Toyota  in  America  write  Toyota  Motor  Corporate  Servicei.    9  West  37th  Street,   Suite  4900,   New   York,   NY  10019. 
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Instead  of  feeling  nostalgic  about  the  late  1960s, 
we  should  be  remembering  how  badly  the  good 
intentions  of  those  days  have  turned  out. 

Facts,  stubborn 
facts 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Those  of  us  old  enough  to  remem- 
ber 1968  may  have  to  be  forgiven  a 
little  puzzlement  or  skepticism  about 
some  of  the  nostalgic  media  com- 
memorations of  it  25  years  later. 

What  w  as  there  about  the  campus 
riots,  the  ghetto  riots,  the  hippy  riots 
at  the  Democratic  Convention  in 
Chicago,  or  the  assassinations  of  Mar- 
tin Luther  King  and  Robert  Kenneciy 
that  would  make  1968  anything  other 
than  something  to  put  behind  us? 

To  those  who  collectivize  in  their 
minds,  as  well  as  in  their  politics,  that 
tragic  year  was  some  sort  of  national 
catharsis  or  evolution,  not  just  the 
behavior  of  rioters  or  assassins.  Per- 
sonal responsibilit)'  is  one  of  the  few 
things  that  can  no  longer  be  discussed 
in  polite  society. 

In  one  limited  sense,  some  of  the 
events  of  1968  ma\'  have  reflected 
larger  social  trends — in  particular,  a 
growing  tolerance  for  violence,  or  at 
least  a  willingness  to  countenance  ex- 
cuses for  it.  That  dangerous  legacy 
still  sun  ives  in  some  quarters,  where  it 
is  considered  deep  stuff  to  talk  about 
the  "root  causes"  of  crime. 

If  anything,  the  disastrous  events  of 
1968  were  strong  empirical  evidence 
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against  the  v\'hole  social  and  political 
outlook  of  those  who  are  now  looking 
back  on  it  as  some  sort  of  growing 
pains  of  a  country  evolving  toward 
greater  compassion  and  understand- 
ing— that  is,  toward  accepting  their 
social  visions. 

Indeed,  a  quarter  of  a  century  later, 
we  are  seeing  in  Washington  a  resur- 
gence of  the  same  kinds  of  policies, 
and  the  same  kinds  of  assumptions, 
that  turned  the  Great  Society  vision  of 
Lyndon  Johnson  into  a  social  night- 
mare from  which  we  have  not  yet  fully 
awakened.  Before  we  repeat  history, 
let's  tr)'  to  learn  from  it. 

At  the  heart  of  the  Kennedy- John- 
son social  programs  known  as  the 
"war  on  poverty"  was  the  notion  that 
government  knew  how  to  "retrain" 
people  and  give  them  "skills"  that 
would  enable  them  to  end  their  de- 
pendency on  government  handouts. 

The  "war  on  povert\'"  was  not 
meant  to  prove  that  transferring  re- 
sources from  A  to  B  resulted  in  B's 
having  more  resources.  On  the  con- 
trary, the  initial  increases  in  govern- 
ment spending  on  social  programs 
was  to  be  an  "investment"  (soimd 
familiar?)  that  would  result  in  later 
savings  as  more  and  more  people 
achieved  independence. 

According  to  President  John  F. 
Kennedy,  the  purpose  of  the  war  on 
poverty  was  "to  help  our  less  fortu- 
nate citizens  to  help  themselves,"  to 
"find  wavs  of  returning  far  more  of 
our  dependent  people  to  indepen- 
dence." Social  programs  "must  be 
more  than  a  salvage  operation,  pick- 
ing up  the  debris  from  the  wreckage  of 
human  lixes."  Such  programs  "must 
be  directed  increasingly  toward  pre- 
vention and  rehabilitation,"  therebx' 
"reducing  not  only  the  long-range 


cost  in  budgetar\'  terms  but  the  long* 
range  cost  in  human  terms  as  well."  i 

Consistent  with  this  theory,  Presi 
dent  Lyndon  B.  Johnson  saitJ,  whei 
he  signed  the  war  on  poverty  legisla 
tion  in  1964:  "The  days  of  the  dole  ir 
our  country  are  numbered." 

President  Kennedy,  President  Johnl 
son,  the  New  York  Times  and  othei 
dispensers  of  the  conventional  wisdon' 
of  the  early  1960s  were  all  crystal  cleai 
that  reducing  dependency  was  the 
purp(«e  of  the  "war  on  povert)'"— 
and  that  a  reduction  in  subsequeni 
welfare  spending  and  a  reduction  ir 
urban  violence  were  to  be  among  th« 
beneficial  consequences. 

Reality  dealt  brutally  with  thes( 
assumptions.  The  number  of  peopU 
receiving  public  assistance  more  thai 
doubled  from  1960  to  1977.  Th« 
money  spent  on  public  housing  ros< 
nearly  fivefold  in  a  decade  and  tho 
amount  spent  on  food  stamps  ross 
more  than  tenfold.  Government-pro 
vided  benefits  in  kind  increased  abou 
eightfold  from  1965  to  1969  anc 
more  than  twent)'fold  b}'  1974 
Whether  measured  in  money  terms 
in  real  terms,  or  as  a  percentage  of  tin 
nation's  gross  national  product,  wel 
fare  spending  skyrocketed. 

As  for  urban  riots,  they  raged  al 
across  the  countr\',  year  after  year,  iii 
the  wake  of  these  programs  designee 
to  defiise  them.  They  declinec 
abruptly  after  Richard  Nixon  tool 
office  and  began  to  dismantle  some  o 
these  programs.  Later,  major  urbai 
riots  became  virtually  extinct  durins 
the  eight  years  of  the  Reagan  Admiix 
istration,  supposedly  the  nadir  of  th( 
very  "neglect"  that  was  supposed  t<i 
spark  urban  "uprisings." 

The  fact  that  the  actual  course  o 
events  followed  a  pattern  directly  th' 
opposite  of  what  was  assumed  am 
proclaimeci  has  not  made  the  slightcs 
dent  on  many  in  politics  and  in  tin 
media.  The  vision  of  the  anointed  hai 
been  hermetically  sealed  off  from  thi 
contaminating  influence  of  facts. 

Recenth',  Walter  Cronkite  lookci 
back  on  the  Lyndon  Johnson  Presii 
dency  and  gave  LBJ  high  marks  for  hii 
good  intentions.  That  we  judge  polii 
cics  by  the  intentions  of  those  who 
promote  them,  rather  than  b)'  thei 
actual  consequences  for  American  so 
ciet\',  is  one  sign  of  the  unrealir 
of  our  times.  ■ 
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IF  YOU'RE  LOOKING  FDR 
MORE  MILES  TO  MORE  PLACES. 

JOIN  THE  CLOB. 
INTRODOCING  ITT  SHERATON 
CLOB  INTERNATIONAL. 


ARN  MILES  FASTER  .  Finally  a  frequent  guest 

rogram  built  around  miles.  Simply  join  the  new 
FT  Sheraton  Club  Interna- 
ional  for  free.  As  a 
lember,  you'll  earn 
»vo  ClublVliles  for  every 
ligible  dollar  you  spend 
I  participating  ITT 
heraton  Hotels,  Inns,  Resorts  and  All-Suites 
i  j^j^^Mj^  worldwide.  After  four  stays, 
-^^S-T^'V-I'^^BK  y**"'"  upgraded    to  ITT 

'"""^^I^^rnKPrnk  Club  International 

^^^"^j//////^  Cold,  where  you'll  earn  three 
lubMiles  for  every  eligible  dollar  you  spend. 


RICHER  AWAROS  AND  MORE  WAYS  TD 

DSETHEM  .  One  ClublVlile  equals  one  frequent 
flyer  mile  on  American,  Continental*  United  Airlines 
or  Air  Canada*.  So  you  can  transfer  your  ClublVliles 
to  airline  miles  to  earn  free  tickets  and  upgrades 
faster  than  ever.  Or  you  can  use  your  ITT  Sheraton 
ClublVliles  for  free  hotel  stays  almost  anywhere  in 
the  world  you  want  to  go. 

JOIN  FREE  .  Call  800-247-CLUB  for  your  compli- 
mentary ITT  Sheraton  Club  International  member- 
ship. Or  sign  up  next  time  you 
check  into  an  ITT  Sheraton. 


ITT 


Sheraton 


OUR  WORLD  REVOLVES  AROONOYOO 


'Scheduled  lo  stari  October,  1993     1993  itt  Sheraton  Corporation 
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EDITED  BY  FLEMING  MEEKS 

Six  years  ago  a  golf  caddy  and  an  entrepreneur  decided 
the  world  needed  another  line  of  golfing  clothes. 
The  concept  wasn't  all  that  original, 
but  the  way  they  lured  their  endorser  was. 

A  stock-for-name 
deal 


By  Carol  M.  Cropper 

In  getting  a  business  going,  your 
choice  of  partner  is  often  more  impor- 
tant tlian  your  choice  of  concept. 
Consider  Carlsbad,  Calif. -based 
Charter  Golf,  Inc.,  the  creation  of  r\vo 
determined  partners,  each  with  com- 


plementar)'  sldlls. 

Charter  Golfs  elder  partner  is  Ger- 
ald Montiel,  now  46.  A  former  quar- 
terback at  Colorado  State  Universit}', 
Montiel  started  a  small  chain  of  crafts 
stores,  which  he  sold  in  1984.  He 


decicled  to  start  up  a  chain  of  sporting 
goods  stores.  At  a  golf  tournament  in 
Albuquerque,  Montiel  met  John  Ash- 
worth,  now  33.  An  avid  golfer,  Ash- 
worth  was  caddying  for  a  friend  play- 
ing the  pro  tour.  Montiel  offered 
him  a  job  as  a  golf  apparel  and 
equipment  buyer  for  his  new  sport- 
ing goocis  chain. 

Alas,  the  world  did  not  need  anoth- 
er sporting  goods  chain.  In  1986 
Montiel  liquiciated  the  business.  By 
then  Montiel's  wife  had  divorced 
him.  He  was  sharing  a  Denver  condo 
with  Ashworth  and  feeling  somewhat 
trapped.  "When  youVe  40  years  old 
and  the  only  thing  you've  ever  done  is 
start  businesses,  it  doesn't  leave  you 
much  chance  to  all  of  a  sudden  go  into 
corporate  America,"  says  Montiel 
matter-of-factly. 

So  he  and  Ashworth  hatched  an- 
other concept,  a  chain  of  golf  driving 
ranges.  But  while  driving  down  the 
California  coast  looking  at  potential 
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Charter  Golf 
founders  John 
Ashworth  (left)  and 
Gerald  Montiel 
"When  you're  40 
years  old  and  the 
only  thing  you've 
ever  done  is  start 
businesses,  it 
doesn't  leave  you 
much  chance  to 
go  into  corporate 
America." 
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WHEN  IT  COMES  TO  MANAGING  AIR  TRAVEL  EXPENSES, 
ONLY  THE  AIR  TRAVEL  CARD  OFFERS  A  NO-COST  APPROACH. 


For  many  businesses  today,  the  cost  of  managing 
r  travel  expenses  is  often  left  up  in  the  air.  We'd  like  to 
ggest  a  more  down-to-earth  approach. 

The  Air  Travel  Card  Payment  System.  \^ 

It  has  no  annual  fees,  no  interest 
arges  and  no  per-card  charges.  Which  means 
you  pay  for  is  air  travel.  And,  because  it's  the 
■lines'  payment  system,  it's  instantly  recognized 
'  over  200  airlines  worldwide. 

Plus  it  provides  your  company  with  a  variety 
billing  fonnats,  management  reports  —  even 


customized  billing.  As  well  as  automatic 
msurance  every  time  you  use  it. 
For  more  information  on  how  to  change 
the  pattern  of  your  air 
^■s*-*       travel  costs,  call  800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4225). 


THE  SMARTEST  ROUTE 

Call  Air  Travel  Card  at  800-222-4688  -  in  D.C.  call  202-626-4225 
-  or  see  your  travel  agent  or  airline  representative. 
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locations,  they  started  talking  about 
making  golf  clothes  instead. 

Why  golf  clothes?  Wasn't  that  mar- 
ket more  than  saturated?  Ashworth 
didn't  think  so.  A  clothes  horse  who 
had  been  voted  "best  dressed"  in 
high  school,  he  felt  that  the  then 
popular  polyester  golf  pants  anci  hard- 
collared  shirts  were  as  uncomfortable 
as  they  were  unattractive.  Though 
Ashworth  knew  nothing  about  the 
clothing  business,  he  was  sure  he 
could  come  up  with  a  better  line  of 
golf  clothes. 


public?  But  it  was  1987,  and  people 
were  buying  all  kinds  of  flaky  paper. 
Grady  &  Hatch,  a  New  York  City- 
based  underwriter,  agreed  to  sell  42% 
of  Charter  for  $1.2  million.  But  then 
the  stock  market  crashed  and  the  un- 
derwriter basically  shelved  the  cieal. 

So  Montiel  got  on  the  phone  and 
started  selling  the  issue  himself  "A  lot 
of  friends  didn't  even  want  to  take  my 
phone  calls  when  they  found  out  I  was 
calling  to  raise  money,"  Montiel  re- 
calls. But  by  March  1988  he  had 
raised  $685,000,  selling  20%  of  Char- 


The  Ashworth  look 

Will  non-golfers  go  for  it? 


Montiel  agreed  with  him,  and  took 
responsibilit}^  for  raising  some  money 
to  get  their  venture  going.  He  took  in 
nearly  $100,000  from  family  and 
friends,  and  kicked  in  $60,000  of  his 
own  money.  Ashworth's  parents  put 
up  $7,000.  While  Montiel  worried 
about  finances,  Ashworth  took 
charge  of  the  production  end  of 
things.  To  design  Charter's  clothes, 
he  recruited  a  friend's  girlfriend  who 
had  experience  in  dress  clesign. 

The  partners  kept  overhead  low; 
Charter's  headc]uarters  was  a  dingy 
office  in  a  rat-infested  building  in  Los 
Angeles'  garment  district.  But  by 
June  1987  they'd  burned  through 
most  of  their  capital  without  produc- 
ing a  single  shirt. 

Desperate  for  money,  Montiel  de- 
cicied  to  take  the  firm  public.  A  com- 
pany with  no  revenues,  no  product, 


ter  at  75  cents  a  share. 

Meanwhile,  back  at  the  drawing 
board,  production  partner  Ashworth 
was  making  progress,  too.  A  local 
manufacturer  agreed  to  w  hip  up  200 
all-cotton  sample  shirts,  which  Ash- 
worth quickly  flogged  to  golf  pro 
shop  buyers  he  knew  on  the  southern 
California  countiy  club  circuit.  When 
one  garment  maker  sewed  white 
sleeve  bands  onto  coral-colored  shirts 
needed  for  immediate  shipment,  the 
partners  called  it  a  new  style  and 
shippeci  them  anyway.  "We  needed 
the  sales,"  says  Montiel,  without 
apology. 

By  "the  end  of  fiscal  1988  (ended 
Oct.  31),  Charter  Golf  had  sold 
$375,000  v\'orth  of  shirts,  pants  and 
shorts  and  had  lost  $324,000.  But 
Montiel  and  Ashworth  had  a  major 
marketing  asset:  an  endorsement  deal 


with  Fred  Couples,  the  darling  of  the 
pro  golf  circuit,  whom  Ashworth 
knew  from  his  caddying  days. 

How  did  a  struggling  sports  appar- 
el maker  get  together  enough  cash  to 
entice  a  major  sports  celebrit)'  to  en 
dorse  its  products?  It  didn't.  In  lieu  of 
money  Montiel  and  Ashworth  offered 
Couples  Charter  stock  in  exchange 
for  wearing  Charter's  shirts.  As  a  re 
suit.  Couples  is  now  Charter's  sec 
ond-largest  shareholder,  after  Mon 
tiel;  his  nearly  5%  of  the  company's 
equity  is  worth  $4.8  million. 

With  Couples  promoting  Charter's 
clothes,  the  order  book  began  to  fill^ 
and  Charter  was  able  to  sell  more 
stock  to  the  public  in  1990  and  1992. 
Montiel  and  Ashworth  sold  stock, 
too.  Today  they  own  just  5%  and  4%, 
respectively,  of  the  company  they 
started. 

In  fiscal  1992  Charter,  which  now 
sells  shirts,  sweaters,  pants,  shorts  anc 
caps,  all  under  the  "Ashworth"  name 
earned  $2  million  (19  cents  a  share 
on  sales  of  $29  million.  Harry  Curtis 
a  research  analyst  at  Hanifen  Imhoff 
thinks  sales  could  grow  to  $63.5  mil 
lion  in  fiscal  1994,  with  earning: 
climbing  to  $5.6  million,  or  50  cents 
share.  Recent  price  of  Charter' 
shares:  9 Vs. 

To  achieve  the  grov\th  the  analys 
predicts,  however,  Montiel  and  Ash 
worth  will  need  more  than  celebrity 
endorsements  to  move  their  goodsi 
Until  now  they  have  concentrated  on 
the  "green  grass"  golf  market— 
countiy  clubs,  resorts  and  tourna 
ments.  But  gaining  additional  share  ii 
that  highly  fragmented  market 
leader  Izod  has  over  10%  to  Charter' 
7% — will  not  be  easy.  So  next  sprin| 
the  partners  will  launch  a  new  line  o 
apparel  that  will  sell  in  departmeni 
and  specialty'  stores. 

It's  a  risky  strategy'.  While  Charter 
Ashworth  name  is  respected  in  pr< 
shops,  it's  unknown  among  the  gen 
eral  public.  And  expanding  produc 
tion  will  recjuire  Montiel  and  Ash 
worth  to  put  tens  of  millions  of  dollai 
in  working  capital  at  risk.  "1  think  it' 
going  to  take  a  couple  seasons  to  wor 
out  the  kinks  and  the  bugs,"  admit 
Ashworth. 

Bottom  line:  Charter  Golf's  mos 
diftk'ult  hazards  lie  ahead.  Or,  to  bot 
row  a  line  from  another  sport:  It  ain 
over  till  it's  over.  ■ 
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BY  PETER  S.  GREENBERG 


For  today's  busi- 
ness traveler,  it's 
sometimes  the 
little  things  that 
can  make  or 
break  an  impor- 
tant business  trip.  Things 
like  packing  everything  you 
need  —  and  having  unwrin- 
kled  clothes  when  you 
arrive.  Or  owning  luggage 
that  stands  up,  one  flight 
after  another.  Or  staying  in 
a  hotel  room  that  offers 
technology  to  help  you  get 
down  to  business  and  un- 
wind after  a  long  day. 

Here  are  some  of  our 
savvy  traveler's  tips  on  the 
small  but  crucial  details  of 
successful  business  trips. 
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THE  SMART 

Hotel  i\oom 


Ten  years  ago,  your  average 
hotel  room  didn't  offer  much: 
one  phone  (and  one  phone 
line),  a  television  set  and  a 
desk  that  was  more  ornamental 
than  functional. 

Not  so  anymore.  Today,  the 
hotel  room  has  adjusted  to  the 
business  traveler,  and  the  new 
age  of  competitive  high  technolo- 
gy has  revolutionized  the  way 
most  hotels  think  of  guests  and 
guest  rooms. 

Phones,  fax  machines,  televi- 
sions and  computer  terminals  are 
part  of  the  way  rooms  are  being 
redesigned  for  efficiency  and 
function.  Clock  radios  are  being 
replaced  by  multipurpose  electron- 
ic consoles.  Televisions  have 
touch-sensitive  screens.  Thermo- 
stats are  minicomputers  that  offer 
climate  control  as  well  as  sophis- 
ticated fire-protection  systems. 

More  often  than  not,  many 
hotel  rooms  today  should  come 


equipped  with  a  manual. 

One  of  the  most  high-tech 
hotels  is  the  Lanesborough  in 
London.  At  first  glance,  the 
hotel's  state-of-the-art  systems 
can  be  a  little  intimidating.  Each 
room  has  a  private  fax  machine 
and  two-line  phone  system, 
including  a  private  number  that 
bypasses  the  hotel  switchboard. 
Concealed  in  a  bedside  drawer  is 
a  master  panel  that  allows  the 
guest  —  at  the  touch  of  a  button 
—  to  control  light  settings,  TV  and 
air  conditioning.  A  clock  gives  the 
time  for  a  number  of  key  cities  in 
the  world.  Each  room  is  serviced 
by  a  private  butler.  And  at  each 
butler  station  there  is  a  "property 
management  system,"  which 
informs  the  butler  whether  a  room 
is  occupied  or  vacant.  Rooms  also 
provide  additional  security  — 
infrared  motion  detectors  can 
easily  identify  unwanted  visitors. 

The  Peninsula  Hotel  in  New 


York  has  added  a  bedside  con- 
sole that  enables  guests  to  con- 
trol lighting,  room  temperature 
and  the  television.  The  Inncomm 
IR  2020  wireless  consoles  are 
connected  via  telephone  lines  to 
a  central  computer  that,  in  turn, 
enables  the  hotel  automatically  tti 
adjust  lighting,  room  temperature 
and  other  settings  before  guests 
arrive  in  their  rooms. 

A  smart  hotel  room  also  helps 
you  leave  it:  By  now,  most  travel- 
ers have  heard  about  —  or  used 
—  video  checkout.  But  at  the 
Chicago  O'Hare  Hilton,  guests 
can  not  only  check  out  from  their 
room,  they  can  also  check  in  for 
their  American  Airlines  flight, 
including  checking  in  their  bags 
at  the  hotel. 

A  smart  hotel  room 
also  communicates 

In  Geneva,  the  Hotel  du  Rhone 
has  special  parabolic  antennas 
for  receiving  satellite  programs  in 
English,  Arabic  and  Japanese.  At 
the  Conrad  in  Hong  Kong,  guests 
get  ART,  the  advanced  Reuters 
Terminal,  a  nearly  instantaneous 
video-display  link  with  the  interna- 
tional news  and  financial  network 

Then  there  is  voice  mail.  Morq 
sophisticated  hotel  systems  — 
the  Park  Hyatt  Buenos  Aires  and 
the  Park  Hyatt  Sydney  are  now  on 
line  —  allow  guests  to  program 
their  own  greeting  messages  for 
incoming  calls  and  even  change 
their  outgoing  messages  from 
remote  locations. 

In  London,  where  most  hotel 
phone  systems  are  still  antiquat- 
ed, the  Halkin  offers  two-line  tele 
phones,  three  data-grade  teleconr 
munications  outlets,  direct-dial  fa 
machines  in  each  room  and  con- 
ference calling.  (A  number  of 
hotels  offer  in-room  fax  machines 
for  guests,  but  the  Halkin  goes  ai 
additional  step.  Thoughtfully,  it 
places  the  fax  inside  a  large  des^ 
drawer  and  disconnects  the 
ringer.  As  a  result,  guests  aren't 
disturbed  by  late  night/early  mori 


"WE  DON'T  THINK 

YOUR  TRAVEL 
PER  DIEM  SHOULD 
STAND  BETWEEN 
YOU  AND 
A  MARRIOTT." 


You  may  be  able  to  afford  the  Marriott  you  thought  you  couldn't. 
Just  purchase  your  room  7,  14  or  21  days  in  advance  and  save  up  to  30%  off 
our  regular  corporate  rate.  Call  your  travel  agent  or  1-800-228-9290. 

>\arriott 

HOTELS- RESORTS  SUITES 


WE  MAKE  rr  HAPPEN  FOR  YOU, 


on-refundable  creilit  card  piin  hasf  for  thf  ciilire  stay  is  required.  No  chanfues  or  raiK  i-llalions  are  |ieriiiitted  on  14  or  21  day  rates.  (7  ilay  rate  is  50%  refundable  if 
ineelled. )  Some  hiark  out  datt*s  and  ini|M>rtant  restrictions  apply.  Available  in  limited  qnantitii-s  at  pai'tieipatin^  properties.  Not  available  with  otber  offers  and  dis- 
>nnts  or  to  ^roii[>s  of  HI  rooms  or  more.  Hates  are  not  availalile  at  Courtyard  liy  Marriott.  Kesidi-nee  Inn  by  Marriott  or  Fairfield  Inn.  (Diy^.l  Marriott  Corp. 


Hertz  rents  Fords  and  other  fine  cars 

»  REG.U.S.PATOKF-  ©  HERTZ  SYSTEMS  INC,  l*W.VOHd-'>.» 
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ig  incoming  faxes.  It's  a  simple, 
ut  important,  distinction.) 

if  time  is  indeed  money,  then 
ie  Rihga  Royal  hotel  in  New  York 
as  come  up  with  perhaps  the  best 
igh-tech  extra.  Its  50  custom- 
esigned  "Pinnacle  Suites"  feature 
Dmplimentary  cellular  telephones, 
iked  to  the  individual  guest's 
)om  telephone  number.  If  some- 
ne  tries  to  call  a  guest  who  is  not 
I  his  or  her  room,  the  phone  will 
utomatically  switch  to  the  cellular 
hone.  And  if  the  cellular  phone 
Desn't  answer,  the  call  is  then 
A/itched  back  to  voice  mail. 

"We  recently  had  a  guest 
ho  was  out  of  the  hotel  when  his 
ffice  was  trying  to  get  hold  of  him 
)r  an  important,  and  timely,  busi- 
ess  opportunity,"  says  Frank 
rthur  Banks,  general  manager  of 
ie  Rihga  Royal  and  the  creator  of 
16  new  program.  "Because  of  the 


phone  system,  he  was  able  to  get 
in  a  cab,  head  to  the  hotel  for  an 
early  checkout,  and  arrive  in  his 
office  in  time  to  pick  up  a  big 
account.  Without  the  new  system, 
he  would  have  missed  out  on  an 
important  business  opportunity." 

To  maintain  consistency  for 
repeat  guests,  whenever  you 
return  to  the  hotel,  you  can 
request  the  same  suite  so  that 
people  can  contact  you  at  the 
same  telephone  and  fax  numbers. 

Rihga  is  on  the  verge  of 
installing  computers  loaded  with 
six  different  software  programs. 
Guests  will  be  able  to  leave  their 
laptops  at  home  and  just  bring 
a  disk. 

A  final  word  of  caution:  never 
let  the  words  high-tech  take  the 
place  of  high  intelligence.  More 
often  than  not,  common  sense 
takes  precedence  over  state-of- 


the-art  technology. 

For  example,  a  number  of 
hotels  offer  guests  cassette  tape 
players.  But  the  Hyatt  Regency  in 
Santiago,  Chile,  installed  players 
with  auto-reverse.  It  makes  a  big 
difference. 

Also,  what  good  is  having  a 
great  remote-control  television 
system  in  a  guest  room  if  the 
remote  control  clicker  is  glued  to 
the  nightstand?  And  while  it's  nice 
to  know  that  the  telephone  in  your 
room  is  capable  of  doing  every- 
thing short  of  swimming  the 
English  Channel,  it's  painful  to 
discover  that  the  hotel  that  just 
spent  millions  installing  the  latest 
phone  system  attached  a  two-foot 
cord  to  the  unit. 

Show  me  a  hotel  that  com- 
bines high-tech  with  thoughtful- 
ness.  That's  when  —  and  where  — 
you'll  find  a  truly  smart  hotel  room. 


'he  BEST  of  the 


hat's  the  best  bag  for 
you?  And  how  do  you 
know  it  will  hold  up  or 
survive  the  trip?  All  you 
lave  to  do  is  travel  to  see  —  or 
ixperience  —  the  baggage  hor- 
or  stories. 

Finding  the  right  piece  of  lug- 
'age  can  make  all  the  difference, 
'ou  might  still  have  only  15  min- 
ites  to  pack  for  your  trip,  but  that 
loesn't  mean  that  your  clothes 
nust  arrive  looking  like  demented 
ileated  skirts.  Luggage  compa- 
lies  are  now  working  on  making 
lacking  an  easy  task. 

"We're  looking  at  the  busi- 
less  traveler,  and  the  ways  men 
md  women  travel,"  says  Mark 
iaiander,  director  of  product 
evelopment  for  American 
ourister.  "We  know  certain  things 
bout  today's  business  traveler, 
or  starters,  they  don't  want  to 


check  their  bags,  so  we're  also 
focusing  a  lot  on  issues  of  mobility 
—  like  wheels." 

Business  travelers  don't  like 
hard-sided  bags,  yet  they  want  to 
pack  suits  so  they  won't  wrinkle. 
They  want  soft-sided  but  rugged 
bags.  So  American  Tourister  is 
experimenting  with  different 
forms  of  nylon  and  other  blends, 
including  ramie,  a  blend  of  poly- 
esters and  natural  fibers. 

The  company  also  took  a  hard 
look  at  the  way  people  handle 
bags.  "We  can't  just  crank  out 
nice-looking  bags  that  don't  fit 
travelers'  needs,"  says  Salander. 
"For  example,  soft-sided  bags 
tend  to  fall  over  just  as  easily  as 
hard-sided  bags." 

As  a  result,  American  Tourister 
worked  on  the  center-of-gravity 
problem.  The  result:  an  innovative 
wheel-and-pull-handle  system  that 


provides  a  great  deal  of  maneu- 
verability. Its  patented  "Easy  Turn 
Tracking  System"  enables  both 
hard-sided  and  soft-sided  pull- 
mans  to  be  pushed,  pulled  and 
spun  on  their  centers,  in  place, 
without  tipping  over. 

It's  hard  to  find  luggage  as 
durable  as  Samsonite's  hard- 
sided  Pullmans.  These  are  not  the 
best  pieces  of  luggage  to  take  on 
short  trips  or  if  you  have  to  trans- 
fer from  flight  to  flight  and  hop  in 
a  cdb  for  a  meeting  on  short 
notice.  However,  for  longer  trips, 
especially  overseas  where  bag- 
gage is  handled  more  harshly,  a 
Samsonite  hard-sided  pullman  will 
withstand  the  rough  treatment. 

Many  people,  however,  prefer 
the  advantages  of  soft-sided  lug- 
gage. Because  soft-sided  luggage 
is  more  flexible,  it  is  easier  to  get 
it  into  tight  spaces,  like  the  trunk 


The  ripple  effect. 
You  have  a  good  flight. 


Your  mind  clears. 


Your  mood  improves. 
Your  meeting  goes  well. 
Your  spirit  soars. 
Life  is  good. 




American  Airlines 


First  and  Business  Class 


a    p    a  n 


AmericanAirlines' 

Something  special  in  the  air. " 
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Design  experts  within  each  luggage  company  are  trying  to  combat 
irritations  caused  by  bad  luggage.  For  me,  the  best  luggage  combines  durability, 
portability,  well-thought-out  design  elements  (for  packing  purposes) 
and  last  —  sometimes  least  —  aesthetics. 


of  a  car, 
or,  if  it  is  small  enough, 
underneath  your  seat  on  the 
plane.  The  only  disadvantages  are 
that  the  nylon  zippers  used  by 
many  companies  are  sometimes 
easy  to  puncture,  and  the  bags 
can  be  torn  by  mishaps  on  the 
conveyor  belt. 

Nevertheless,  some  companies 
have  designed  very  durable  soft- 
sided  luggage.  Among  the  most 
durable  soft-sided  pieces  on  the 
market  are  those  made  by  Tumi.  A 
large  portion  of  its  cases  are  made 
from  ballistic  nylon,  originally  devel- 
oped for  bulletproof  vests. 

For  support,  Tumi  uses  a  fiber- 
glass composite  frame  instead  of 
plywood.  In  the  three  and  a  half 
years  since  Tumi  started  using 
these  frames,  only  two  suitcases 
have  been  returned  with  broken 
boards,  according  to  Bob  Davis, 
vice  president  of  manufacturing, 
who  participates  in  designing 
Tumi  products. 

"A  tow  motor  had  run  over 
one  of  the  products,  and  the  other 
product  had  tire  marks  across  it," 
says  Davis.  "As  for  the  shoulder 
straps,  we've  conducted  tests 
that  show  that  the  webbing  we 
use  can  be  used  to  tow  a  car." 

A  new  trend  in  luggage  is  cases 
that  have  built-in  devices  that  func- 
tion like  luggage  carts.  Samsonite 
was  one  of  the  first  companies  to 
introduce  this  type  of  case,  which  it 
called  the  Piggyback.  Its  patented 
design  allows  you  to  strap  other 
bags  onto  the  case  and  carry  them 
as  though  they  were  on  a  luggage 
cart.  Wide-track  wheels  and  the 
positioning  of  the  cart-like  handle 


make  this  bag  especially  difficult  to 
tip  over. 

One  of  the  fastest  growing  lug- 
gage companies  is  TravelPro.  Bob 
Plath,  president  of  TravelPro  and 
the  designer  of  its  products,  was 
a  pilot  for  Northwest  Airlines  for 
25  years  before  dedicating  him- 
self to  designing  luggage  for  the 
airline  industry. 

The  first  travelers  to  try  his  lug- 
gage were  his  fellow  crew  mem- 
bers. And  although  most  airlines 
do  not  purchase  bags  for  their 
crew  members,  TravelPro  is  proba- 
bly the  most  widely  used  brand 
among  air  crews.  Now,  TravelPro  is 
marketing  its  cases  to  the  general 
public.  "I'd  like  to  put  rolling  lug- 
gage in  the  hands  of  every  traveler 
in  the  world,"  says  Plath.  "There's 
no  reason  the  luggage  industry 
should  ignore  the  greatest  inven- 
tion of  mankind:  the  wheel." 

Plath  has  designed  Rollaboard 
cases  that  can  be  checked  and 
ones  that  can  be  stored  in  over- 
head bins  or  underneath  most 
seats.  The  Rollaboard  cases  also 
have  a  handle  that  functions  like 
a  cart,  and  it  is  attached  in  a  way 
that  would  make  the  case  unlikely 
to  tip  over.  Other  pieces  of  luggage 
can  be  attached  to  the  Rollaboard 
with  a  patented  clip  attachment. 
TravelPro  also  manufactures  a 
Deluxe  Rolling  Garment  Bag. 

Glaser  Design,  a  six-person 
San  Francisco-based  company, 
has  come  up  with  some  innova- 
tive packing  devices  that  make  its 
bags  very  functional  for  business 
travelers  who  are  concerned 
about  how  their  clothes  will  look 
after  they're  unpacked.  One  of 
them,  the  Pakasak,  fits  a  variety 
of  different  cases  and  is  made 
from  stretch-proof  mesh  material 
that  keeps  garments  from  shift- 
ing. The  Pakasak  fits  into  Glaser 


cases  and  enables  you  to  file  your 
shirts  the  way  you  would  file  fold 
ers  in  a  drawer. 

Another  innovation,  the 
Suitfolder,  is  designed  to  pack 
suits  in  a  packing  case  instead  of 
hanging  them  in  a  garment  bag. 
Mesh  holds  the  suit  in  place  so  it 
doesn't  wrinkle.  The  two-suiter 
and  three-suiter  garment  bags 
even  come  equipped  with  a  snap- 
out  laundry  pocket. 

Garment  bags  have  become  a 
favorite  style  of  luggage  for  the 
business  traveler.  Samsonite 
makes  a  great  one,  as  part  of  its 
Silhouette  5  line.  It  allows  you  to 
see  exactly  where  you've  packed 
everything. 

"We  have  a  theory  that  some 
people  are  just  stuffers  and  some| 
people  are  good  packers,"  says 
Jon  Nordmark,  director  of  busi- 
ness management  at  Samsonite. 
"Business  travelers  often  live  out 
of  their  suitcases.  We've  designed 
garment  bags  that,  when  opened, 
will  be  like  small  functioning  clos- 
ets. The  'packers'  will  be  able  to 
organize  their  bags  .  .  .  and  the 
'stuffers'  will  have  a  better  shot 
at  getting  organized." 

Boyt  manufactures  some  of 
its  luggage  from  a  fabric  called 
Ballistic  Lite.  According  to  Boyt 
President  William  Weidmaier,  the 
material  fulfills  both  the  lightweighi 
and  durability  demands  of  most 
travelers.  "Ballistic  Lite  is  not  as 
strong  as  ballistic,  but  three  times 
stronger  than  the  nylon  used  by 
many  of  our  competitors,"  says 
Weidmaier. 

By  March,  Boyt  expects  to  I 
market  duffel  bags  and  garment 
bags  on  wheels.  But  despite  the 
new  trend  in  the  luggage  industry 
to  put  everything  on  wheels, 
Weidmaier  asserts  that  many 
business  travelers  continue  to 
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arry  bags  with  a  shoulder  strap. 

Hartmann  Luggage  has  tradi- 
onally  produced  very  sturdy  bags. 
But  this  year  we  are  introducing 
line  of  luggage  that  will  be  more 
:cessible,"  says  Peter  Lathrop, 
'esident  of  Hartmann. 

This  fall,  Hartmann  will  intro- 
jce  a  new  garment  bag  designed 
I  deal  with  the  problems  that  busi- 
3SS  travelers  have  on  airplanes, 
s  called  the  Overhead  Garment 
ag,  comes  in  two  different  sizes 
id  can  be  zipped  shut  and  locked 
ith  a  padlock,  so  that  if  you  do 
Bed  to  check  it  in,  you  can. 

Although  it  packs  like  a  gar- 
lent  bag,  it  doesn't  flop  over  like 
lost  garment  bags.  Made  of  cof- 
!e  packcloth,  the  construction  is 
jch  that  it  stands  up  when  you 
jt  it  down  on  the  floor  and,  if  you 
3ed  to  place  it  in  an  overhead 
n  or  in  the  seat  in  front  of  you, 
)ur  clothes  will  be  held  in  place. 

If  you're  the  type  of  business 
aveler  who  despises  the  tradition- 
"business  look"  when  you  travel, 
)u  may  want  to  consider  the  bags 
Dm  the  J.  Peterman  Company. 
)hn  Peterman,  the  owner,  travels 
I  over  the  world  to  get  "unique 
ard-to-find  bags  that  have  some 
ictual  romantic  history." 

The  J.  Peterman  Company 
3lls  an  heirloom  bag  designed 
ter  a  traveling  bag  made  in  the 
te  1880s  that  is  not  only 
tractive,  but  quite  functional.  It 
substantial  and  can  be  used 
5  a  strong  and  sturdy  carry-on. 
aterman  also  sells  its  own  ver- 
on  of  a  leather  mail-carrier  bag. 
id,  if  you  are  headed  some- 
here  cold,  the  company  even 
alls  an  Antarctic  bag  some  of 
aterman's  customers  have  used 
ir  expeditions.  The  bag  is  very 
jrable  in  freezing  temperatures 
Id,  says  Peterman, "you  can  get 
and  out  of  it  with  frozen  fingers. 

"We  market  our  bags  to  peo- 
e  who  want  to  be  distinctive," 
5  adds.  The  bottom  line? 
-uggage  is  part  of  living,  and  it 
aed  not  be  void  of  romance." 

(continued) 


Of  ALL  THE  GEMS  IN 

NEW  YORK,  Only  One  Overlooks 
Central  Park  South 


"We  Didn't  Invent  Service,  We  Perfected  It." 


800  221-4982 

Or  call  your  travel  professional. 
A  member  oi  Th&^din^otcls  of  thffWodd'^ 

36  Central  Park  South,  New  York,  NY  10019  212-371-4000 

Helmsky  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsky  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


YOUR  Business  is 
Your  Business.  Service, 
However,  is  Ours 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW  YORK 


HOTEL 


800  221-4982 


Or  call  your  travel  professional. 
212  EAST  42ND  STREET,  NEW  YORK,  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletome, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


I've  built  about  65  golf  courses  since  what  kind  of  lie  you  have  down  there.  People 

I  started  back  in  1960.  As  I  build  a  course,  say  there's  a  lot  of  water  on  the  Tournament 

I  really  don't  have  a  whole  vision  of  what's  Players  Clubf  and  that's  true,  but  then  there 

going  to  happen  when  I  start.  I  walk  the  land  are  a  lot  of  good  golfers  out  there  too. 


to  get  a  feel  for  it,  because  I  make  all  my 


The  American  Express®  Card  is  welcomed 


Golfers  just  love  punishment. 
(And  that's  where  I  come  in.) 


designs  in  the  dirt.  I  don't  know  how  to  at  all  these  TPC®golf  clubs,  and  it  does  just 

punch  a  computer  and  I'm  too  old  to  learn,  as  much  for  the  bad  golfer  as  it  does  for 

Golf  is  a  mental  game,  and  golfers  are  the  good  golfer, 
always  nervous.  So  I  constantly  try  to  work  on        American  Express  reminds  you  the  Card 

their  Idea  of  how  a  hole  ought  to  be  played,  is  welcomed  at  all  kinds  of  golf  courses. 

Nowadays  the  only  ally  I  have  is  water;  that's  (And  Pete  would  like  to  remind  you  to  keep 

the  only  hazard  they  can't  recover  from.  Sand  your  head  down.) 
is  easy,  but  if  you  go  into  water  you  know 


Pete  Dye 
Golf  Course  Designer  &  Builder 
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LOCAL. 


There's  only  one  way  to  go  to  South  Africa. 
The  nonstop  way  with  SAA.  The  way  that 
cuts  out  connecting  in  Europe  and  gets  you 
there  in  half  the  time...  relaxed,  refreshed 
and  ready  to  do  business. 

SAA  flies  you  nonstop  to  South 
Africa.  And  SAA  flies  you  on  luxurious 
747-400S,  custom-designed  for  greater 
comfort  on  longer  inter-continental  flights. 

They  leave  New  York  for  Johannesburg 
every  Monday,  Wednesday  and  Friday, 
departing  Miami  for  Cape  Town  every  Sunday. 

For  a  full  schedule  of  SAA  services,  see 
your  travel  agent  or  call  1-800-722-9675. 

You'll  find  we  stop  at  nothing 
to  fly  you  to  South  Africa. 


SOUTH  AFRICAN  AIRWAYS 


The  Savvy  Traveler 


Advertisement  13 


THE  PERILS  OF 


What  do  the  following  items  have  in  common 
a  totem  pole  •  a  vacuum  cleaner  •  a  refrigerator 
•  a  foreign  car  drive  shaft  •  a  kitchen  sink? 

Can't  figure  it  out? 
Then  you  haven't  been  flying  lately. 


uckim 

ion:  C^-^ 


Business  travelers  know  the 
common  link  liere,  because 
they've  either  witnessed  it, 
or  worse,  they've  been  vic- 
imized  by  these  items.  Believe  it 
)r  not,  these  are  just  some  of  the 
tems  passengers  have  attempted 
0  bhng  on  airplanes  as  carry-on 
uggage  in  the  last  year. 

Having  said  all  this,  how  do 
'ou  know  what  to  pack,  where  to 
)ack  it  —  or  whether  you  should 
;ven  pack  it  at  all? 

The  items  that  are  legal  are 
iefined  quite  specifically.  You  are 
Jllowed  to  pack  toiletry  and  medi- 
;inal  articles,  carbon  dioxide  gas 
;ylinders  worn  by  passengers  to 
)perate  mechanical  limbs,  dry  ice 
or  packing  perishables  (may  not 
ixceed  4  pounds),  electric  wheel- 


chairs, unloaded  firearms  in  a 
locked  container  and  checked 
with  an  airline  representative  and 
small  arms  ammunition  securely 
packaged  in  material  designed  for 
transporting  ammunition.  You  can 
carry  on  your  matches  and 
lighters. 

But  the  real  packing  problem 
is  that  most  travelers  only  find 
out  about  the  rules  after  they've 
packed  and  they're  at  the  airport, 
and  it's  too  late  to  do  anything 
about  it. 

At  least  one  U.S.  airline  — 
American  —  has  created  a  conve- 
nient list  of  do's  and  don'ts  for  pas- 
sengers. Here  are  some  good  tips: 

^  Pack  smart  and  keep  valu- 
ables like  jewelry  and  cam- 
eras in  your  hand  luggage. 


^  Put  baggage  tags  both  inside 
and  outside  the  bag. 

^  Leave  for  the  airport  early. 
Planes  and  airports  are 
much  more  crowded. 

^  Check  the  baggage  routing. 
Make  sure  the  agent  or  sky- 
cap attaches  the  correct 
checks  for  your  destination 
city.  If  you  don't  recognize 
the  city  code,  question  the 
employee,  particularly  in  the 
case  of  connecting  flights. 

^  Remove  heavy,  metal  objects 
like  large  metal  buckles, 
belts  or  any  other  items  that 
will  activate  the  metal  detec- 
tor alarm  at  the  airport  secu- 
rity check  points,  placing 
them  temporarily  in  your 
carry-on  bag. 

And,  speaking  of  carry-on 
bags,  remember  that  different 
airlines  have  different  rules 
about  what  bags  are  acceptable, 
as  well  as  how  many  per  passen- 
ger per  flight. 

As  a  general  rule,  airlines  limit 
the  number  of  carryons  to  one  per 
passenger  with  dimensions  not 
exceeding  21"  x  15"  x  9"  (length 
plus  width  plus  height).  Most 
planes  also  have  closets  to  hang 
garment  bags  —  though  some  tri- 
fold  garment  bags  can  fit  under  a 
seat  (not  bifold  bags).  It  can  get 
confusing,  because  individual  gov- 
ernments aren't  that  specific  — 
usually  there  are  guidelines  that 
say  something  like  "no  more 
carry-on  luggage  can  be  brought 
on  board  than  can  be  safely 
stowed."  Translation:  It  all  really 
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depends  on  the  individual  airline 
as  well  as  the  particular  type  of 
aircraft  that  airline  will  be  using 
on  your  flight. 

Always  check  with  your  individ- 
ual airline  BEFORE  you  head  for 
the  airport  as  to  its  specific  bag 
rules.  But  specific  luggage  dimen- 
sions notwithstanding,  nothing 
takes  the  place  of  simple  com- 
mon sense. 

For  example,  I've  never  been 
to  a  hotel  where  I've  figured  out 
how  to  use  the  alarm  clock  provid- 
ed in  guest  rooms  (assuming 
one's  there).  And  I  don't  want  to 
put  my  trust  in  hoping  that  the 
front  desk  will  remember  to  make 
that  wake-up  call.  I  bring  a  small 
battery-powered  alarm  clock  as 
an  essential  backup.  If  you  don't 
bring  the  clock,  you  stand  an 
excellent  chance  of  oversleeping 
and  missing  your  flight  home! 


Here's  my  personal  advice  on  what  to  check  in, 
what  to  carry  on  and  what  to  just  leave  at  home. 


For  your  carry-on  bag, 
always  pack: 

•  Any  prescription  medicine  you 
take,  along  with  photocopies  of 
the  prescription  itself. 

•  A  photocopy  of  your  airline 
tickets,  your  itinerary,  and  if  trav- 
eling overseas,  your  passport. 

•  A  small  supply  of  replacement 
batteries  for  any  electronic 
items  you'll  be  using  on  your 
flight  —  personal  stereo,  laptop 
computer  et  al. 

•  An  inflatable  neck  pillow.  They 
may  look  ugly,  but  they  feel  great. 


Nestled  between  Georgetown  and  downtown. 


Distinctive  artwork  throughout. 


24  hr  business  services. 


Call  1-800-233-1234  or  your  travel  planner. 


Residential  charm 
with  a  flair  for  business. 

A  private  retreat 
from  the  public  eye. 

Where  the  exceptional 
is  the  rule. 


Jtk.  PARK 

T  H  J^-T^T 


WASHINGTON,  D  C, 


Small.  Select.  Inspired. 


CHICAGO  •  NEW  YORK  •  SAN  FRANCIS 
BUENOS  AIRES  •  CANBERRA  •  LONDON  •  MA 


CO  •  WASHINGTON,  D.C. 
DRID  •  SYDNEY  •  TOKYO  (1994) 
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For  check-in  bags, 
always  pack: 

•  A  basic  personal  medicine  kit, 
complete  with  aspirin,  antidiar- 
rheals  and  bandages. 

•  A  small  umbrella.  Some 
upscale,  big  city  hotels  provide 
them  for  guests  when  it  starts 
raining.  Most  hotels  don't. 

•  A  voltage  converter  plug  and 
adapter  kit  (for  hairdryers, 
shavers). 

•  Plastic  bags  for  wrinkle-free 
clothes,  dirty  items  and  shoes. 

•  Belts  for  luggage  (if  you  over- 
fill your  bags  with  goodies  pur- 
chased during  your  trip,  you 
don't  want  to  have  to  depend 
solely  on  the  often  flimsy  locks 
and  fasteners  on  your  luggage). 

•  A  very  sturdy  plastic  or  can- 
vas shopping  bag  for  the  stuff 
you  literally  can't  fit  in  your 
checked-in  bags  for  your 
return  flight. 

•  A  small  flashlight.  It  doesn't 
seem  like  a  necessary  item 
now,  but  you'll  thank  me  later, 
when  you're  trying  to  find  your 
rental  car  in  a  dark  parking  lot, 
or  if  the  power  goes  off  in  your 
hotel. 

•  Glasses  repair  kit.  If  you 
wear  glasses,  this  is  a  must. 
Make  sure  it  comes  complete 
with  a  small  screwdriver  and 
those  miniature  screws. 

•  An  ample  supply  of  replace- 
ment batteries  for  your  comput- 
er, cassette  tape  player,  shaver 
etc.  Buying  batteries  at  airport 
gift  shops  is  outrageously 
expensive. 

•  A  small,  dependable  travel 
alarm  clock. 


Peter  S.  Greenberg  is  an  award-winning  author,  L 
Angeles  Times  Syndicate  travel  columnist,  appec 
ing  in  more  than  50  U.S.  and  foreign  newspaper; 
and  the  travel  editor  for  ABC's  "The  Home  Show, 

Design:  Pagnano  &  Pagnano,  Inc..  New  York  Cityj 

Illustrations:  Felipe  Galindo,  New  York  City. 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
[uries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
d  again.  And  it  begins  die  very  first  night  widi  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  die  great  restaurants,  swimming  pools,  and  healdi  clubs  diat  make  business  trips 
arable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 


When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hoteb  &  Resorts. 


C  vj  ^^^^^  has  never  been 
^■^^    so  close  to  home. 


-si 


rom  the  moment  you  step  into  a  Hotel  Sojitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  awa\ 
from  yours.  Just  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 


Hotel  Sofitel  ^CCOR"^ 

North  America 


CHICAGO    '     HOUSTON    •     LOS  ANGELES 


M/AM/ 


MINNEAPOLIS     •     SAN  FRANCfSCO  BAY    •     WASHINGTON  D  C. 


ousands  of  shopping  carts  disappear 
m  soutliern  California  stores  every  day. 
lere  tliere's  a  problem,  there's  opportunity— 
d  Rusty  Thompson  grabbed  it. 

Damon  Darlin 


5ERT  (Rusty)  Thompson  never 
any  doubts  about  his  line  of  worlc, 
1  when  a  man  fired  four  shots  at 
.  The  bullets  missed,  and  Thomp- 
,  who  sports  lurid  tattoos  of  semi- 
e  women  on  his  arms,  ducked 
ind  his  truck  until  the  coast  was 
r.  All  in  a  day's  work  for  a  shop- 


ping cart  bounty  hunter. 

Thompson,  37,  is  a  partner  in  Oli- 
ver's Cart  Recovery  Service  Inc.  The 
Brea,  Calif.-based  company  retrieves 
shopping  carts  taken  from  chain 
stores.  Every  day  Oliver's  sends  out 
some  65  drivers  in  search  of  carts  for 
chains  like  Target,  Ralph's  and  Food- 


4-Less.  The  firm  took  in  $3  million 
last  year  at  about  a  dollar  a  cart.  That's 
a  lot  of  carts. 

Shopping  cart  theft:  is  no  small 
problem.  A  new  cart  costs  about 
$  1 00,  so  supermarkets,  which  operate 
on  razor-thin  margins  of  around  1%, 
have  to  sell  a  lot  of  Wheaties  and 
Wonder  Bread  to  cover  the  cost  of  a 
new  cart.  The  Food  Marketing  Insti- 
tute estimates  the  grocery  industry 
lost  1 .85  million  carts  last  year;  south- 
ern California  alone  lost  more  than 
190,000.  And  despite  industry  ef- 
forts, like  declaring  February  "Return 
Shopping  Carts  to  the  Supermarket 
Month,"  the  shopping  cart  count 
continues  to  rise. 

Carts  go  AWOL  because  they  are 
used  as  wheels  for  folks  who  don't 
have  cars.  So  they  end  up  in  the 
parking  lots  of  low-rent  apartment 


-/ 
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Fumbleson,  James  Oliver  and  Rusty  Thompson 

0  right),  owners  of  Oliver's  Cart  Recovery  Service 

ieving  10,000  carts  a  day  for  southern  California  grocers. 


>es  ■  October  1 1 ,  1993 


STARTlNi!  YOUR  OWN  BUSiHESS 


complexes,  senior  citizen  iiomes  and 
in  parks  frequented  by  the  homeless. 
They  are  the  vehicle  of  choice  for 
independent  botde  and  can  recyclers. 
Carts  belonging  to  the  large  chains  are 
showing  up  in  stores  of  smaller  inde- 
pendents. Carts  are  sometimes  rein- 
carnated as  laundn,^  baskets,  plant 
stands,  baby  strollers,  grills  and  auto 
engine  dollies.  '•'Fve  found  them  in 
rivers,  on  top  of  houses,  anywhere  Icids 
throw  them,"  Thompson  says.  "One 
was  on  top  of  a  telephone  pole." 

Oliver's,  as  you  might  guess,  is  a 
low-overhead  operation.  The  cart  re- 
trieving is  done  by  subcontractors, 
many  of  whom  buy  or  lease  trucks 
from  the  company.  Oliver's  tiny  office 
contains  a  few  desks  and  a  radio  dis- 
patcher; there's  a  garage  in  back  for 
servicing  the  trucks. 

Thompson  says  his  crews  pick  up 
about  10,000  carts  a  day  for  about 
1 ,000  stores  from  the  Mexican  border 
up  to  Santa  Barbara  and  as  far  east  as 
Palm  Springs.  It  charges  the  stores 
between  $18.50  to  $22  for  a  tmck- 
load  of  about  20  carts.  The  drivers 
take  three-quarters  of  the  bounty, 
Oliver's  takes  the  rest. 

Rusty  Thompson  got  his  start  as  a 


Cart  man  Chris  Giesick  plies  his  trade 

Cart  hunting  can  be  dangerous.  Only  last  August 

one  of  Oliver's  contractors  was  stabbed  on  the  job. 


Bekind 
tne 
successful 
investor... 


To  achieve  your  financial  goals,  you  need  invest- 
ments that  work.  And  no  one  works  for  your  success 
like  Twentieth  Century  Mutual  Funds.  Our  analysts 
and  portfolio  managers  continually  monitor  more  than 
10,000  stocks  around  the  world,  as  well  as  a  wide 


variety  of  government,  agency  and  investment-j 
corporate  bonds.  Only  those  that  meet  our  time 
criteria  are  included  in  our  mutual  fund  portfolio 
Over  the  past  35  years,  our  disciplined  fund 
management  has  paid  off  for  our  investors.  We'c 


Dpping  cart  bounn'  hunter  16  years 
o.  Ir  was  1977  and  he  was  a  21- 
ir-old  checkout  clerk  roving  be- 
een  Alpha-Beta  stores  in  Orange 
)unty.  When  one  supermarket 
inager  complained  that  the  store 
s  running  out  of  carts,  Thompson 
md  his  calling.  'T  just  ran  out  and 
rted  looking  for  them,"  he  says, 
le  manager  was  pleased,  told  other 
Dcery  store  managers,  and  Thomp- 
1  quit  the  cash  register  to  rove  the 
eets  in  his  dad's  Datsun  pickup, 
irtup  capital?  About  $10  for  gas. 
^ound  the  same  time,  another  Or- 
ge  County  shopping  cart  entrepre- 
Lir  was  aborning.  James  Oliver  was 
inaging  a  Montgomery  Ward  auto 
Iter.  He  wasn't  happy  working 
h  the  chain's  thick  bureaucracy 
1  the  slow  pace  of  advancement.  So 
len  he  heard  his  mother-in-law 
Tiplain  about  cart  shortages  at  her 
al  store,  he,  too,  spied  a  business 
portunit)'.  Like  Thompson,  Oliver 
rted  on  a  shoestring,  gathering 
ts  in  his  pickup  truck  and  enlisting 
brother-in-law  as  a  partner  and 
:sman. 

\s  the  two  businesses  grew  they 
:tled  each  other  for  business.  But, 


hey,  why  knock  each  other's  brains 
out.  Three  years  ago  Thompson  pro- 
posed a  meeting.  They  decided  to 
combine  forces.  In  Januar)'  1991 
Thompson's  Cart  Services  Inc. 
merged  into  Oliver's  Cart  Recovery 
Service.  Thompson  owns  33%,  Oli- 
ver, 34%,  and  Oliver's  brother-in-law, 
the  final  third. 

Since  the  merger,  the  combined 
company  has  cHoubled.  Expansion — 
mainly  buying  new  trucks — has  been 
financed  entirely  out  of  cash  flow, 
though  the  company  does  have  a 
$100,000  line  of  credit  to  tide  it  over 
when  the  supermarkets  are  late  paying 
their  bills. 

Competition.^  Oliver's,  which  has  a 
25%  share  of  the  $12  million  market 
for  cart  retrieval  in  southern  Califor- 
nia, is  probably  the  biggest  in  the 
business.  And  while  small  operators 
are  cropping  up  all  the  time,  they 
usually  drop  out  just  as  quickly  when 
faced  with  the  $2  million  in  liability 
and  other  insurance  that  the  stores 
demand  they  carry. 

A  bigger  threat  looms.  Grocer}' 
stores  are  starting  to  realize  they  can 
do  Oliver's  job  on  their  own.  The 
region's  largest  chain  stores,  Hughes, 


Lucky  and  Vons  among  them,  have 
set  up  a  not-for-profit  company  called 
the  California  Shopping  Cart  Retriev- 
al Corp.  to  collect  carts  for  $12  a 
truckload,  35%  less  than  Oliver's  low- 
est charges. 

The  organization  plans  to  service 
106  Los  Angeles  stores  by  the  end  of 
October  and  keep  expanding.  Says 
William  Spradlin,  general  manager  of 
the  new  company:  "They  will  have  to 
get  with  our  program  to  stay  in  busi- 
ness." Spradlin  wants  Oliver's  and  the 
other  hunters  to  work  for  his  group — 
with  the  lower  fees. 

Oliver's  owners  are  concerned, 
though  they  doubt  that  the  new  outfit 
can  succeed  in  driving  down  prices. 
Cart  hunting  is  unpleasant,  cutthroat 
and  difficult  to  manage.  And  drivers 
who  can  tell  the  difference  between  a 
Vons  cart  and  a  Ralph's  cart  at  100 
yards  are  not  always  willing  to  work 
the  rough  areas.  Just  last  August  one 
of  Oliver's  drivers  was  stabbed  in  the 
arm  while  retrieving  a  shopping  cart 
in  Long  Beach.  "If  1  were  working  in 
Beverly  Hills  this  wouldn't  be  hap- 
pening," says  Thompson.  "But  then 
there  aren't  many  carts  in  Beverly 
Hills."  ■■ 
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China's  insatiable  demand  for  telecommunications  is  a 
bonanza  for  equipment  suppliers.  All  the  big  companies 
are  there— and  so  is  Hong  Kong's  Paul  Kan. 

Paging  China 


By  Andrew  Tanzer 

To  DEMt)NSTRATE  the  durability  of  his 
company's  pager,  Paul  Kan  sends  one 
skidding  across  the  boardroom  table 
of  his  headquarters  in  Hong  Kong. 
Smoothing  his  polka-dot  bow  tie,  he 
picks  up  the  cievice  and  flings  it  down 
on  the  floor,  lifts  it  up  and  displays  his 
incoming  phone  messages  written  in 
Chinese  characters. 

Kan,  46,  is  the  founder  and  chair- 
man of  Champion  Technology  Hold- 
ings Ltd.  He  has  made  a  fortune  out 
of  the  modernization  of  China's 
primitive  telecommunications — a  de- 


velopment still  in  its  early  stages.  In 
1988  Champion  devclopeci  the  first 
Chinese-language — and  first  multi- 
lingual— pager. 

In  the  two  years  since  it  entered  the 
China  market  in  1 99 1,  Champion  has 
supplied  or  signed  contracts  for  turn- 
key paging  svstems  in  36  cities  across 
China,  with  an  average  capacity'  for 
20,000  subscribers.  Kan  predicts  that 
he'll  set  up  his  proprietary  systems  in 
100  of  China's  40,000  cides  and 
towns  within  five  years.  "It's  a  ques- 
tion of  how  quicldy  you  can  put  up  the 


systems,  not  how  many  pagers  yc 
can  sell,"  Kan  says. 

Today  China  has  a  microscopic  t\v 
telephone  lines  per  100  populatioi 
and  in  most  cities  there's  a  one-tc 
two-year  wait  for  a  line.  "I  find  it  hai| 
to  think  of  any  industty  around  til 
world  where  there's  such  a  huge  in| 
balance  between  supply  and  d« 
mand,"  comments  Andrew  Harrinj 
ton,  Asia  telecommunications  analyj 
at  Salomon  Brothers  Hong  Kong. 

Entrepreneurs  like  Kan  are  rushin 
to  fill  this  acute  shortage.  Pagers- 
more  than  2  million  are  already  in  u! 
in  China,  up  from  300,000  in  1990- 
provide  an  affordable,  cost-efic'cti\ 
solution.  And  Chinese-langua^ 
pagers,  like  Kan's,  allow  users  to  n 
ceive  a  fi.ill  message  instead  of  just 
phone  number  to  call. 

Kan  has  chosen  a  different  strateg 
from  that  of  such  electronic  giants ; 
Motorola  (Forbes,  Sept.  13)  an 
Matsushita's  Panasonic.  The  big  gut 
usually  supply  their  equipment  t 
provincial  bureaus  of  the  Ministty  (| 
Posts,  which  operate  the  r 
dio  paging  networks.  Thij 
says  Kan,  is  a  high-volume 
low- margin  approach. 

Champion,  by  contrasj 
supplies  its  paging  system  ^ 
a  package.  This  includes  d( 
signing  and  installing  tlj 
network,  supplying  tlj 
software,  training  operj 
tors  and  licensing  its  par 
ner  to  sell  its  Kantoii 
pagers,  which  wholesale  t<j 
about  $300.  Champi(3 
takes  a  cut — about  10%- 
from  its  local  partners'  Sd 
to-$IO  monthly  subscrij 
tion  fee.  This  high-margi 
strategy  gives  Champio 
net  margins  of  around  50" 
says  Kan. 

Aftertax  profits  probab 
jumped  by  about  62%,  t 
$17  million,  in  the  fisci 
year  that  ended  in  June,  an 
should  expand  at  least  54t 
this  year,  to  $26  milliot 
Champion's  Hong  Kt)nj 
listed  shares  have  quadn 
pled,  to  61  cents,  since  tlj 

Champion  Chairman  Paul  Kan 
Profiting  from  a  shortage. 
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firm  went  public  in  August  199 
valuing  Kan's  41%  stake  at  $160  m 
lion.  Champion  AORs  began  tradiii 
on  Nasdaq  in  early  September. 

Champion  manages  to  get  arouii 
the  postal  ministry's  ostensible  ni 
nopoly  over  telecommunications, 
does  this  by  dealing  with  the  busint 
units  of  nontelecommunications  a 
thorities,  such  as  the  People's  Liber 
tion  Army  and  the  Public  Secuii 
Bureau,  which  are  eager  to  cash  in  c 
surplus  radio  frequency  they  contrc 

Kan,  whose  background  is  in  Cl| 
nesc-language  computing,  found] 
Champion  in  1987  after  spending 
vears  at  a  computer  subsidiary'  of  C 
ble  &  Wireless  Pic.  in  Hong  Kong.  H 
credits  his  young  daughter  with  t| 
idea  of  a  Chinese-language  pager 
the  early  1980s.  ''She  said  it  \\i 
stupid  that  pagers  don't  display  CI 
nese  characters,"  he  recalls.  Motorc 
and  Panasonic  launched  their  CI 
nese-language  pagers  only  in  the  1^ 
couple  of  years. 

Now  Kzn  is  trying  to  spread  I 
know-how  in  China  to  cellular  tc 
phones.  His  first  network  is  to  be 
Chengdu,  one  of  the  places  whc 
Champion  already  has  a  paging  m 
work.  This  cit\'  in  Sichuan  provin 
has  just  100,000  phone  lines  for  its 
million  inhabitants.  Kan  has  contrai 
ed  with  Hughes  Network  Systems 
division  of  GM's  Hughes  Aircraft, 
manufacture  the  equipment  for  C 
100,000-subscriber  system.  Cham: 
on  will  own  40%  of  the  venture  w 
the  company  that  operates  the 
work,  which  will  interconnect  w) 
the  public  telephone  system. 

Chinese  regulations  specifically  b 
foreigners  from  running  or  owni 
telecommunications  ser\'ices.  H( 
does  Kan  get  around  the  rules?  1 
gives  the  not  altogether  convincil 
explanation  that  he  meets  regulatic 
because  the  joint  venture  partnq 
mainly  local  government  agencies  a| 
some  of  their  employees,  will  be  tj 
actual  network  operators. 
•  It's  another  increasingly  comiB 
example  of  how  the  lines  of  authori 
in  telecommunications  are  becomi 
blurred  in  China.  The  postal  mir 
tr\''s  power  is  waning,  while  the  pre 
inces  and  even  the  militai-y  are  purs 
ing  their  own  agendas.  It's  a  me 
situation  made  to  order  for  a  can 
entrepreneur  like  Paul  Kan.  I 


Forbes  ■  October  11,1^ 


sk  of  Tutankhamen.  Cairo 
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Disgusted  with  public  schools  but  not  prepared  to  pay  for  a  private  one;'sbrrie'parer 
are  tai<ing  matters  into  tlieir  own  hands.  The  personal  computer  has  made  home 
education  infinitely  more  plausible  thari  itwas  justa  fewyears  agQ:;;;;;;;;;: 


The  ultimate  school  dKbio^s 


no  school  at  111! 
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y  two  students  and  one  full-time  teacher.  Out-of- 
:k.et  cost,  in  computer  on-line  fees,  books  and  materials: 
•ut  $1 ,800  a  year  per  student. 

itting  at  an  old  Commodore  Amiga  2000,  one  of  the 
)  students,  Rachel  Loss- Cutler,  1 1  years  old,  is  on-line 
li  CompuServe,  doing  a  mythology  quiz.  She  answers 
rectly  that  Oedipus  translates  from  the  Greek  as  "one 
hi  swollen  ankles,"  and  checks  her  score  (100). 
"hen  Rachel  logs  onto  the  Internet  network  to  get 
idemy  One,  an  educational  service  that  offers  classroom 
:ussions  and  resources,  and  to  swap  ideas  with  fellow 
scribers. 

n  the  same  room  is  Rachel's  fellow  student,  her  5  year- 
sister  Ariana,  whose  classes  are  more  weighted  to 
wing  and  Play-Doh  than  to  academics  or  PCs.  Still, 
ina  is  getting  far  more  exposure  to  the  computer  than 
wouki  get  in  public  kindergarten.  It  helps  that  their 
ler,  Kenneth  Loss- Cutler,  is  a  partner  in  the  Dallas 
Itimedia  firm  D  Animation. 

What  we  are  doing  is  not  for  everybody,"  says  the 
lents'  mother,  Carrie  Loss- Cutler,  who  decided  six 
rs  ago  to  teach  the  girls 
ome,  even  if  that  meant 
tponing  her  return  to  a 
;er  in  social  work.  "If  I 

a  job,  things  would  be  a 
easier  for  us  financially, 

we'd  rather  sacrifice  a 
!  car  than  our  daugh- 
'  education." 
t  will  be  a  long  time 
Dre  home  schooling 
tures  a  major  portion  of 

education  market,  but 

alternative  to  the  public 
Dols  has  recently  gotten 
t  more  competitive.  For 
:  you  can  thank  the  per-  ^■■B 
al  computer,  education- 
ompact  disks  and  on-line  databases, 
lie  idea  of  home  schooling  isn't  as  radical  as  it  sounds, 
•aham  Lincoln,  Mark  Twain  and  Thomas  Edison 
ned  at  home.  Why  not  middle-class  families  fed  up  with 

public  schools,  their  breakdown  of  discipline,  their 
ered-down  textbooks  and  their  preoccupation  with 
lacademic  pursuits  like  self-esteem  training.^ 
1ie  home-schooling  movement  in  the  U.S.  numbers 
haps  I  million  children,  versus  49  million  in  public  and 
'ate  schools  through  the  twelfth  grade.  Time  was  when 
ne  schooling  had  a  heavily  religious  flavor.  The  parents 
n't  want  their  kids  exposed  to  Darwin's  theory  of 
lution  or  secular  humanism  or  some  such  heresy, 
igious  convictions  probably  still  explain  the  majority  of 
ne-schoolers,  but  the  remainder  is  the  rapidly  growing 
tion. 

fhese  are  the  parents  who  simply  think  their  children 
I  learn  more  at  home  than  in  a  classroom  controlled  by 
paucrats  and  staffed  with  heavily  unionized  teachers. 
\  they  have  equipment  to  do  it:  Computers  make  do-it- 
rself  education  downright  efficient.  Your  child  can 
bably  learn  spelling  or  arithmetic  or  a  foreign  language 


faster  on  a  computer  than  in  a  crowdecl  classroom. 

The  Loss- Cutler  school  is  much  less  structured  than  the 
government  one.  As  Carrie  talks  to  an  interviewer,  Rachel 
pores  over  a  book  of  American  Indian  folktales,  then  picks 
up  her  guitar,  then  plays  a  board  game  with  her  sister  that 
exercises  memory  skills.  Mom  doesn't  stand  in  front  of  a 
blackboard  in  the  Idtchen.  The  children  don't  sit  still  with 
lessons  in  front  of  them.  There  is  a  time  for  that,  but  all  in 
all,  a  typical  school  day  at  the  Loss-Cutlers  is  an  informal 
blend  of  working  through  a  math  exercise  book,  spending 
an  hour  or  two  on  the  computer  and  having  a  water  fight  in 
the  vegetable  garden. 

Sherri  Linsenbach,  a  full-time  telecommuting  magazine 
editor  and  part-time  home-schooler  in  Cape  Coral,  Fla., 
pulled  her  son  out  of  junior  high  after  his  average  dropped 
from  straight  As  to  Ds  and  Fs. 

"The  school  asked  me  if  there  was  a  problem  in  the 
family,"  says  Linsenbach.  The  problem,  slie  snapped  back, 
was  in  the  school.  "I  visited  the  teachers  and  I  didn't  like 
what  I  saw.  The  drugs,  the  total  lack  of  respect  for  the 
teachers.  I  knew  then  that  my  son  could  not  go  to  that 

school.  I  feel  sorr)'  for  the 


Sign  of  the  times 

The  Dallas  schools  confiscated  150  guns  last  year 


teachers.  Their  classrooms 
are  out  of  control." 

A  more  surprising  con- 
N'crt  to  home  schooling  is 
Robert  Lamons,  of  Spring- 
field, Va.,  the  father  of  five 
children,  aged  8  months  to 
22  years.  He  says,  "I  am  a 
public  high  school  science 
teacher,  but  I  teach  my  chil- 
dren at  home.  If  I  make  this 
move,  then  people  should 
do  a  double  take."  His  wife 
teaches  their  children  while 
Lamons  is  working  within 
the  public  school  system. 
In  Utah,  Bruce  Nelson,  a 
marketing  executive  at  Novell,  the  netu'ork  software 
company,  is  working  with  the  local  cable  telex'ision  suppli- 
er, Tele-Communications,  Inc.,  to  create  a  network  that 
includes  access  to  interactive  educational  software  and  the 
Internet.  A  Zenith  modem  and  add-in  board  will  allow  the 
students  to  piggyback  on  the  cable  wiring,  without  crowd- 
ing out  the  television  signals  that  the  cable  lines  were 
designed  for. 

Nelson  isn't  waiting  for  the  cable  connection.  He  and 
his  wife  Jane  educate  their  five  school-age  children  (they 
have  two  others  too  young)  at  their  home  in  Pleasant 
Grove,  30  miles  south  of  Salt  Lake  Cit\'.  They  are  con- 
vinced their  children  will  learn  more,  with  the  help  of  a  386 
rc:  clone  and  $700  worth  of  software,  than  they  would  in  a 
conventional  classroom. 

"We  have  gotten  ideas  for  science  projects  from  the 
Internet,  shared  ideas  with  others  via  Prodigy  and  Compu- 
Ser\'c  and  will  give  more  emphasis  to  interactive  collabora- 
tion for  our  Idds  later  this  year  through  Internet  links," 
Nelson  says.  Fortunately  for  the  Nelsons,  their  local 
schools  support  home-schoolers  and  have  granted  their 
children  an  open  door  to  public  school  facilities,  such  as 
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ro  generate  revenue,  you  need 
mers. 

Fo  generate  customers,  you  need 
lation:  What  products  and  services  do 
customers  want?  When  do  your  cus- 
s  want  them?  How  do  your  customers 
them?  Are  your  customers  receptive 
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igh  the  marriage  of  information  to 
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Jnisys  Corporation. 


Experienced  Unisys  consultants  will  help 
conduct  a  customerize'"  assessment  of  your 
organization,  evaluating  your  capacity  for 
understanding  customer  needs  and 
responding  rapidly  to  them.  Helping  you 
move  information  technology  capabilities  to 
the  front  lines  of  customer  contact,  we'll 
enable  you  to  create  a  significantly  more 
effective  flow  of  information  between  you 
and  your  customer-and  back  again. 

The  benefits  are  tangible:  enhanced 
ability  to  win  customers,  to  maximize 
customer  relationships,  sustain  customer 
loyalty,  and  tailor  market-sensitive 

UNiSYS 

We  make  it  happen. 


new  offerings.  Competitiveness  is  sharp- 
ened. And  revenue  gains  are  brought 
within  reach. 


CUS'tom-erizeX  kus'-tg-ma-rize'X  w 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE,  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  US  at  1-800-874-8647,  ext.  14.  Ask 
about  our  customerize  assessment  and  com- 
phmentary  customerize  Information  Kit. 
And  discover  how  a  customerized  flow 
of  information  can  yield  a  torrent  of 
competitive  advantages  for  your  business. 

CUSTOMERIZE  is  a  Service  mark  of  Unisys  Corporation. 


COMPUTERS/COMMUNICATIONS 


Rachel  (left),  Ariana  and  Carrie  Loss-Cutler 

If  the  telecomputer  makes  it  possible  to  work  at  home, 

why  not  go  to  school  at  home,  too? 

libraries  and  gymnasiums. 

It  helps  that  Utah  Governor  Michael  Leavitt  is  either 
sufficiently  unthreatened  by  teacher  unions  or  sufficiently 
enamored  of  the  technology  to  be  an  open  fan  of  comput- 
erized education.  In  a  speech  in  July,  Leavitt  challenged 
the  state's  education  establishment:  "Schools  and  their 
campuses  must  direct  and  enhance  the  learning  process, 
but  need  not  always  be  the  location  where  learning  takes 
place." 

Leavitt  stops  short  of  saying  that  computerized  school- 
ing is  a  better  use  of  taxpayers'  money  than  labor-intensive 
classroom  schooling.  But  he  does  say  that  he  wants  to 
spend  less  money  on  bricks  and  mortar.  He  wants  to 
deliver  education  electronically  to  Utah's  468,000  school 
children,  whetlier  in  the  home  or  at  school.  He  is  keeping 
his  four  school-age  children  in  public  schools,  while 
exposing  them  to  ten  hours  a  week  of  computerized  home 
education. 

Says  Leavitt:  "We  have  a  computer  downstairs  that  my 
wife  and  children  use.  It  has  software  that  will  assess  a 
child's  reading  level.  If  we  as  parents  can  assess  for 
ourselves,  in  our  own  home,  the  strength  of  our  children's 
education,  then  tliat  frees  up  their  teacher  to  spend  more 
time  teaching,"  says  Leavitt. 

Leavitt  isn't  about  to  say  it,  but  some  taxpayers  are:  Ifwe 


parents,  can  assess  our  children's  reading  level  with  an  oi 
line  test,  why  are  we  paying  so  much  in  property  taxes 
have  teachers  do  this  and  often  do  a  bad  job  of  it.>  >j 
question,  the  education  establishment  does  not  welcon 
this  sort  of  question  and  fights  tooth  and  nail  to  mainta 
its  taxpayer-supported  monopoly  (see  story,  p.  89). 

Although  laws  on  home  schooling  have  been  consider 
bly  relaxed  of  late,  roadblocks  remain.  Michigan,  f 
example,  has  a  requirement  that  the  teaching  parent  hav( 
state  teaching  certificate,  unless  the  home  schooling  is  fl 
religious  reasons.  California  doesn't  recognize  hor 
schooling  as  such,  so  parents  supposedly  must  registt 
their  homes  as  private  schools  and  submit  affidavits  « 
staffing  and  the  like  (few  do). 

The  Dallas  school  system  bans  home-schooled  studer 
from  all  public  school  facilities,  such  as  libraries  ai 
gymnasiums,  that  their  parents'  taxes  ha\'e  paid  fc 
Home -schooling  families  tell  stories  of  school  distru 
that  (rarely)  sue  parents  and  of  dreading  the  arrival  ol 
truant  officer  at  their  door  with  demands  to  see  writt 
proof  that  their  children  are  following  an  acceptal; 
curriculum. 

Such  reactions  from  the  establishment  indicate  how  1 
the  concept  of  universal  education  has  strayed  from 
noble  origins.  Compulsory'  education  is  a  concept  born 
Massachusetts  in  the  middle  of  the  1 9th  centun,'.  In  sor 
parts  of  the  state  the  militia  was  called  in  to  force  relucta 
parents — who  thought  schooling  was  useless  or  ev 
dangerous — to  send  their  kids  to  school. 
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le  strongest  argument  its  opponents  can  make  against 
e  schooling  is  that  it  cuts  out  the  stimulating  but 
jive  social  side  of  education:  the  football  team,  the 
1,  surviving  bullies,  mixing  with  the  opposite  sex.  Or, 
avid  Dvvyer,  principal  scientist  for  the  Apple  Class- 
ns  of  Tomorrow  project,  puts  it:  "Kids  need  the 
rience  of  having  their  blocks  knocked  down." 
)rmer  public  high  school  science  teacher  and  technol- 
consultant  Lewis  Perelman,  author  of  School's  Out, 
h  champions  technology  as  an  alternative  he  calls 
)er-learning,"  retorts:  "Sure.  Get  your  blocks 
:ked  down,  get  stabbed,  sell  drugs  and  be  made 
nant  before  you  turn  17." 

ere's  Ken  Loss-Cutler's  answer:  "Socialization  in  the 
ols  consists  of  sitting  in  your  seat  and  being  silent.  Our 
are  immersed  with  other  kids  all  the  time."  They  don't 
in  school  sports  leagues,  but  the  Dallas  school  system 
't  figured  out  how  to  ban  them  from  soccer  leagues  or 
Ilampfire  Kids. 

gainst  the  risk  of  missed  social  opportunities,  home- 
ol  parents  argue  for  the  advantage  of  letting  a  child 
1  at  a  pace  tailored  to  his  or  her  abilities.  Public  schools 
inally  worked  this  way,  too,  but  segregating  students 
aility  has  fallen  into  disrepute  as  elitist, 
ither  than  being  restricted  to  textbooks  that  have  been 
ced  to  oatmeal  by  the  demands  of  political  correctness 
by  the  need  to  fit  all  members  of  an  age  group 
rdless  of  abilities,  when  Rachel  Loss-Cutler  begins  to 
y  AjTierican  history'  this  fall,  she  won't  be  reading  a 


S,     ■^^■-■^         '  ^■^^  Mil 

Jane  Nelson  and  two  of  her  daughters  on  a  field  trip  (above); 
the  Nelson  family  school  room 

The  time  they  save  not  having  to  take  attendance  they  can 
spend  hooked  up  to  the  internet,  Prodigy  or  CompuServe. 


single  text  aimed  at  12 -year-olds,  but  instead  a  compila- 
tion of  titles  ranging  from  a  biography  of  Benjamin 
Franklin  to  Johnny  Tremain. 

Carrie  Loss- Cutler  is  a  certified  teacher  with  the  Oak 
Meadow  School,  a  nonreligious  curriculum  provider  for 
home -schoolers  in  Blacksburg,  Va.  When  she  first  started 
teaching  at  home,  Loss-Cutler  says  her  doubts  made  her 
rigidly  follow  the  curriculum,  modeling  her  version  of 
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Utah  Governor  Michael  Leavitt,  teaching 
daughter  in  basement  computer  room 
Low-cost  educational  enrichment. 


school  on  the  public  schools  she  at- 
tended as  a  child. 

"After  a  year  I  deprogrammed 
myself  and  started  adapting  the  cur- 
riculum to  Rachel  and  Ari's  needs," 
says  Carrie.  The  family  is  a  heavy 
user  of  public  libraries.  They  buy 
used  books  and  share  them  among  a 
circle  of  other  famiUes  who  teach 
their  kids  at  home.  For  sports,  Ra 
chel  and  her  father  practice  at  the 
Lone  Star  Fencing  Center  two 
nights  a  week. 

But  the  computer  is  a  big  asset.  Ken 
Loss-Cutler  is  president  of  the  North 
Texas  Free-Net,  a  nascent  communit)' 
network  that  will  offer  free  access  to 
the  Internet,  the  largest  computer 
network  in  the  world.  He  already  is  in 
charge  of  the  parents'  section  of  Acad- 
emy One,  a  "virtual"  classroom  host- 
ed by  the  National  Public  Telecom- 
puting Network.  There,  students  can 
go  to  school  via  modem,  entering 
electronic  "classrooms"  to  ask  ques-  ^^^H 
tions  of  other  students  and  on-line 
faculty.  Loss-Cutler  is  also  a  sysop,  or  systems  operator,  of 
the  home-schooling  section  of  CompuServe's  education 
forum,  a  focal  point  for  many  home-schoolers  seeking 
advice  from  veterans. 

The  software  is  getting  better.  Early  attempts  at 
educational  soft:ware  mimicked  videogames  and  were 
derided  as  "drill  and  kill"  programs  no  more  creative  than 
paper  flash  cards.  Yet  recent  advances  in  multimedia  and 
compact  disk  technology 
have  combined  to  give  par- 
ents a  wealth  of  good,  albeit 
expensive,  computer-based 
teaching  aids. 

BayWare,  a  San  Mateo, 
Calif,  company,  is  tackling 
the  language-education 
market  with  a  multimedia 
Japanese  program  called 
Power  Japanese.  Essentially 
a  language  laboratory  on 
floppy  disk.  Power  Japanese 
allows  a  student  to  move  at 
his  own  pace  through  a 
comprehensive  program 
that  is  designed  to  teach 
not  only  speaking  skills  but 
also  the  writing  of  Japanese 
characters. 

Broderbund  Software,  in 
Novate,  Calif.,  is  a  leader  in 
so-called  "edutainment," 
colorful,  noisy,  engaging 
titles  that  help  a  child  learn 
to  read  (Just  Grandma 
and  Me,  Arthur's  Teacher 


Lewis  Perelman,  author  of  "School's  Out" 
Technology's  in. 


Trouble).,  master  geography  (Wk 
in  the  World  is  Carmen  Sandie^o 
or  simply  mess  around  drawing  p: 
tiires  (Kid  Pix)  and  playing  wo 
games  (The  Treehouse).  These  are 
available  on  both  floppy  disks,  at  $ 
to  $60  (retail )  per  title,  and  on  coi 
pact  disks,  starting  at  $40.  Encyc 
pedic  titles  like  Microsoft's  Encai 
($395)  tend  to  be  available 
CD  only. 

Imsatt  Corp.  of  Falls  Church,  V 
in  concert  with  the  Calvert  School 
Baltimore  and  other  universities, 
offering,  via  CompuServe  Network 
the  Internet,  an  on-line  curriculi 
called  Homer.  Using  Homer,  si 
dents  can  study  and  be  tested 
nearly  any  subject  imaginable, 
those  connection  fees  add  up,  at  S3 
$6  per  hour. 

Narsiman  Kannan,  founder  of  I 
satt,  says  Homer  is  designed  to 
"the  New  York  Stock  Flxchange" 
education,  connecting  students 
colleges  and  educational  publishers 
a  system  that  allows  for  real-time  class  activities,  on- 
grading  of  examinations,  and  even  the  conferral  of 
grees.  It's  a  correspondence  school,  except  the  paper  a| 
mail  are  replaced  by  modems. 

Home  schooling  is  not  for  the  parent  unwilling 
unable  to  devote  a  major  part  of  his  or  her  time  to  t 
task.  It  also  demands  self-confidence  on  the  parent's  ps 
A  visit  to  a  majority  of  public  schools  these  days,  howe\i 

should  do  wonders  fo 
f  parent's  self-confidence 
I  that  respect. 
I  Just  take  a  look  at 
a  results.  According  to  a  1? 
I"  surxey  conducted  by 
I  National  Home  Educat 
I  Research  Institute  of  Sale 
f  Ore.  at  Western  Bap 
j  College,  home-schoo- 
I  rank  as  high  as  the  8- 
1  national  percentile  in  rc 
ing  and  8 1st  in  math. 

Competition  from  he 
educators  will  not  put 
government  variety  out 
business,  any  more  tl 
Federal  Express  has  elii 
nated  the  Postal  Sen' 
But  by  chipping  away 
today's  unconsciona 
monopoly,  it  can  help  m 
the  public  school  bure 
cracy  and  teachers'  uni' 
somewhat  more  respon; 
to  the  public  they  supp 
edly  serve. 
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The  BallPoinf  2.0  Mouse:  This  mouse, 
enhanced  for  accuracy,  snaps  on  and  off  in  an 
instant,  and  needs  no  cords.  Our  newest 
version  adds  features  for  improved  tracking, 

and  refined  ergonomics. 


I  HE  FASTEST  BUSINESS  DECISION 
YOU'LL  EVER  MAKE. 


)[lfQlljfQ  ^ffjfl  ^^'^  '^^t'i  it  \asi  is  the  new  Intel 

486'"DX2  processor.  You  get  the 
)wer  to  put  Windows'"  and  DOS  applications  through  their 
,ces,  without  even  breal<ing  a  sweat. 

What  makes  it  a  business  decision  is  value. 

The  Satellite  Series  packs  all  that  power  into  a  system  that 
high  on  functionality  and  surpnsingly  low  on  price. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
ighter  displays;  a  BallPoinf  Mouse  2.0  with  QuickPort™  for  easy 
ecise  control;  fuO-travel  keyboards,  and  Toshiba  MaxTmie'" 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  peripherals,  pre- 
installed  MS-DOS*  6.0  and  Windows 
software,  and  the  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  than  what  you'd  expect  to  pay.  So  you 
can  travel  in  the  fast  lane  without  a  toll. 

The  Toshiba  T1950  Satellite  Senes.  Tliat's  an  easy  decision 
The  hard  part  is  deciding  how  many  to  get. 


14.5inni  industry- 
standard  PCMCIA 
2.01  compliant  slot: 

Accepts  a  credit  card-sized 
data/fax  modem, 
networkuig  adapter, 
hard  drive,  or  more. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  a  dealer  near  you,  call  1  (800)  4,57-7777.  ©  1993  Toshiba  America  Information  Systems,  Inc 
All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies. 


COMPUTER  UENTUBES 

COMPUIEKS/COMMUNICITIIMS 


Do  your  files 
relate? 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


In  data  processing  departments  and 
on  Wall  Street,  relational  databases  are 
hot.  What  are  these  things?  A  way  of 
storing  information  in  many  small  files 
that  can  be  combined  or  related  in 
many  different  ways  depending  on  the 
question  to  be  answered.  Instead  of 
putting  all  your  company's  records  on 
one  giant  mainframe,  you  might  put 
the  customer  records  in  a  small  com- 
puter in  your  marketing  department 
and  the  accounts  receivable  in  another 
small  computer  in  accounting.  Then 
you  would  link  the  two  together.  With 
the  right  softrware,  you  can  still 
retrieve  information  simultaneously 
from  the  two  sources — say,  to  find  out 
which  salesmen  have  customers  whose 
accounts  are  60  days  overdue. 

Relational  software  is  at  the  core  of 
one  of  the  major  trends  in  computing 
of  the  last  few  years — variously  called 
downsizing,  network  computing  or 
client/sen'er  computing — in  which 
groups  of  small  computers  take  over 
the  kinds  of  work  that  once  could  be 
done  only  on  much  larger  solitary 
computers.  The  main  reason  for 
downsizing  is  to  save  money  on  the 
hardware.  But  if  cione  right,  it  also 
brings  to  computing  the  same  sorts  of 
operational  efficiencies  that  managers 
get  from  decentralized  management. 
Let  the  marketing  department  update 
its  own  customer  records  without 


having  to  tangle  with  a  centralized 
data  processing  department. 

Five  public  companies  account  for 
most  of  the  action  these  days  in  rela- 
tional database  software.  They  are, 
with  their  price/earnings  ratios:  In- 
formix (28  ),  Ingres,  now  part  of  ask 
Group  (1,000),  Gupta  Corp.  (68), 
Oracle  Systems  (53)  and  Sybase  (42). 
My  favorite  among  them  is  Sybase, 
whose  sales  over  the  past  12  months 
of  $327  million  put  it  in  the  middle  of 
the  pack  in  size. 

As  you  can  see  from  the  price  multi- 
ples, the  group  is  already  beloved  on 
Wall  Street.  But  justifiably  so:  Sales  of 
relational  database  soft\vare  are  grow- 
ing explosively.  Sybase's  revenues  for 
the  June  quarter  were  up  54%  from  a 
year  earlier. 

Sybase  designed  its  database  prod- 
uct to  perform  well  in  a  networked 
environment  long  before  client/ 
server  computing  even  had  a  name.  So 
Sybase  was  well  positioned  by  the 
time  network  computing  indeed 
caught  on. 

The  company  has  had  some  hiccups 
on  the  way  to  success,  including  a 
$5.4  million  loss  on  sales  of  $104 
million  in  1990.  While  Sybase  was 
having  its  problems,  however,  com- 
petitor Ingres  was  faring  even  worse 
financially,  which  is  why  it  ended  up 
being  acquired  by  ASK.  At  about  the 
same  time,  Oracle  developed  financial 
indigestion  from  overly  aggressive 
booking  of  iff^'  sales.  Informix,  mean- 
while, was  just  starting  to  recover 
from  its  own  troubles.  Since  then,  the 
database  houses  have  seemingly  been 
put  in  order,  with  Sybase  in  somewhat 
better  order  than  the  others. 

Sybase's  pretax  profit  margin  of 
16%  is  still  not  in  Informix's  league 
but  well  ahead  of  Oracle's.  And  that's 
what  is  left  after  Sybase  spends  16%  of 
revenues  on  engineering  and  product 
development,  a  much  higher  propor- 
tion than  either  Informix  or  Oracle. 

Developing  applications  for  rela- 


tional databases  still  takes  a  lot 
effort  and  expertise.  Sybase  lies  som 
where  on  the  programming  spectru 
between  a  company  like  Microso 
which  sells  only  mass-produced  pn 
grams,  and  Andersen  Consultini 
which  sells  turnkey  custom-designj 
systems.  Thus,  Sybase's  System  ] 
products  can  be  had  off  the  shelf  for! 
litde  as  $4,000,  while  some  Sybai 
customers  get  a  lot  of  hand-holdiii 
and  run  up  bills  in  the  millions. 

Sybase  was  initially  criticized  fori 
lack  of  application  developmc 
tools — specialized  software  that  ; 
sists  other  vendors  in  developii 
products  that  work  well  with  Sybase 
programs.  It  has  filled  part  of  the  g 
by  acquiring  Wyvern,  a  small  comp 
ny  that  produces  application  develo 
ment  tools.  It  has  also  attracted  a  h 
enough  following  among  outside  d 
velopers  to  deflect  the  criticism. 

The  idea  of  spreading  informadi 
across  many  machines  has  proven  es 
ier  in  theory  than  in  practice.  Ther^ 
also  a  lack  of  good  tools  to  monitj 
and  control  the  data  network,  and| 
isn't  yet  easy  enough  to  move  d^ 
among  dift'erent  brands  of  compute! 

Sybase  is  working  hard  to  ovi 
come  these  shortcomings  of  the  teq 
nology.  It  is,  for  example,  placii 
considerable  emphasis  on  improvil 
the  efficiency  of  corporate  prograi 
mers.  With  its  new  System  10  genej 
tion  of  SQL  Server,  Sybase  is  helping! 
customers  deal  with  ever  larger  dai 
bases  in  either  one  or  more  locatiol 

The  company  has  provided  e 
hancements  that  speed  up  such  pi( 
cesses  as  loading,  sorting  and  chct 
ing  data.  A  new  backup  feature 
actually  a  separate  serx'er — can  pi 
form  its  duties  at  a  rate  ten  times  as  fi 
as  the  old  system's  1  gigabyte  j 
hour.  Together  the  improvemei 
should  let  SQL  Server  support  dai 
bases  as  large  as  100  gigabytes 
more.  That's  a  lot  of  data.  It  would 
equivalent  to  storing  a  loosely  t^'p 
page  of  information  about  ev* 
household  in  the  U.S. 

One  can  misjudge  a  market  tha 
moving  as  fast  as  this  one,  and  l 
technology  required  to  compete 
client/ser\'er  computing  over  i 
next  fev\'  years  will  be  much  m« 
sophisticated  than  any  on  the  mar 
today.  Sybase,  however,  seems  lib 
to  maintain  its  momentum. 
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reading  cellular  companies  across 
North  America  proudly  announce 
the  creation  of  MobiLinkr 


A/hen  you  order  MobiLir^k  cellular  service,  you 
t  cellular  coverage  to  and  from  more  places  in 
3  U.S.  and  Canada  than  you  ever  thought 
ssible.  In  fact,  it's  the  most  exten- 
e  cellular  service  ever, 
^nd  that  doesn't  just  mean  simpler, 
3sle-free  calling.  It  means  24-hour 
stomer  service.  And  service  centers 


in  literally  hundreds  of  locations,  with  leaner 
phones  if  you  should  ever  need  one' 
And  if  you're  not  completely  satisfied  with  the 
quality  of  our  service,  you  get  a  cellular 
call  absolutely  free"' 

To  order  service  today,  simply 
call  your  local  MobiLink  provider  at 

1-800-995-4000. 


MobiLink 

It's  simply  the  way  to  communicater 


Link  Partners  ALLTEL  Mobile  Communications,  he ,  Amentech  Mobile  Communications,  Bell  Atlantic  Mobile.  BellSouth  Mobility  Inc  .  Cellular,  Ino  ,  Spnnt  Cellular,  Century  Cellunet, 
GTE  Mobilnet.  Contel  Cellular  Inc  ,  Mobility  Canada,  NYNEX  Mobile  Communications,  PacTel  Cellular,  Rochester  Tel  Mobile  Communications,  SNET  Cellular,  US  WEST  Cellular 
eel  to  availability  '  "Guarantee  does  not  apply  to  equipment  or  service  prices  Any  such  free  call  will  be  provided  by  your  home  market  MobiLink  service  provider  and  will  be,  at  a  minimum,  equal  in 
value  to  a  call  of  average  length  at  peak  rates.  Other  restrictions  may  apply  Contact  your  MobiLink  ser\/ice  provider  for  more  information 


INSIGHTS 

SCIENCE  &TEGHN0U6V 


Six  sins 


COMMENTARY  BY  MICHAEL  6IANTURC0 


Michdel  Gidiiturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  ttiat  specializes  in 
science  and  technology  stocl<s. 


In  technology  investing,  the  things 
you  don't  do  are  far  more  important 
than  the  things  you  do.  The  best 
strategy  amounts  to  massively  eUmi- 
nating  the  stocks  you  don't  need  to 
buy — and  this  requires  avoiding  the 
potential  mistakes  that  may  be  urged 
upon  you  by  the  excitement  of  the 
market  or  the  persuasive  powers 
of  stock  and  funci  promotions.  And 
the  best  way  to  guard  against  making 
these  mistakes  is  to  learn  to  recog- 
nize them  in  advance.  Here  are  the 
six  big  ones. 

Tradinpi  in  and  out  of  celebrity 
stocks.  This  common  mistake  follows 
from  the  idea  that  valuable  informa- 
tion about  the  most  closely  folU)wed 
technology  stocks  (like  Amgen  or 
Intel)  has  somehow  escaped  the  at- 
tention of  the  stock  market,  and  still 
has  the  power  to  mo\e  that  stock's 
price.  It  doesn't.  How  long  does  it 
take  before  an  earnings  report  is  fully 
discounted  into  the  price  of,  say, 
Microsoft?  One  microsecond.  There 
is  no  time  to  react.  Just  plan  to 
pick  and  stick.  Once  good  or  bad 
news  has  been  widely  disseminated 
about  a  famous  technology  stock,  it 
isn't  news  anymore,  and  it  is  almost 
always  a  waste  of  money  to  try  to 
trade  on  it. 

Piirchnsiuff  Inst  year's  winner.  This 
is  one  of  a  broad  class  of  investment 
errors  based  on  mistaking  an  event  for 
a  trend.  Another  example  might  be 
buying  a  stock  on  the  news  that  it  has 
just  set  a  new  high.  The  new  high  is  an 
event;  it  does  not  necessarily  point  to 


a  trend,  such  as  a  forthcoming  series 
of  new  highs.  In  an  advanced  market 
such  as  today's,  it  is  just  as  likely  to 
suggest  a  top. 

Biiyifij]  been  use  "everybody's  jjettinjjf 
in.''  If  ever^'body's  getting  in,  you 
should  be  getting  out  or  going  short. 
The  recentlv  published  news  that  ev- 
en'body  has  been  getting  into  mutual 
funds,  at  the  highly  quotable  rate  of 
$1  billion  per  day,  was  not  taken  as 
positive  news  by  the  stock  market, 
which  promptly  sold  off 

Selling)  because  "that stock  will  nev- 
er come  back."  Technology  stocks 
have  amazing  resilience.  The  newer 
ones  are  extremely  volatile,  meaning 
that  they  may  swing  to  wild  ex- 
tremes, up  and  down,  around  their 
center  line.  I  have  in  mind  a  voice 
processing  stock  called  Octel,  which 
I  bought  in  1989  at  26  and  sold  at 
around  20  because  I  convinced  my- 
self it  would  never  come  back.  It  sank 
below  8  but  in  less  than  a  year  it  came 
all  the  way  back.  It  went  on  to  make 
substantial  gains.  More  typically,  a 
bad  swing  for  a  technology  stock  will 
take  it  down  27%.  This  is  about  12% 
deeper  than  most  investors  (who  use 
a  15%  decline  as  a  stop  loss)  are 
willing  to  slide.  Again  the  lesson 
seems  to  be:  Be  prepared  to  pick 
and  stick. 

Misreadinjj  analysts.  In  a  rising 
market,  the  deeply  detailed  research 
reports  of  securities  analysts  can  be  a 
tremendous  help.  In  a  down  market, 
analytical  opinion  is  also  helpful — but 
in  a  contrarian  way. 

Like  the  rest  of  us,  analysts  hate  to 
be  wrong.  By  the  time  a  stock  ex- 
hausts the  patience,  credulit\'  and  fi- 
delit}'  of  an  analyst  (who  in  the  act 
of  selling  is  usually  admitting  that  he 
or  she  has  made  a  mistake  in  recom- 
mending the  stock  in  the  first  place), 
that  stock  will  have  been  sold  long 
since  by  just  about  everyone  else  in 
the  world. 

When  an  analyst  finally  says  to  sell, 
it  is  a  good  sign  that  the  very  last  of  the 
selling  pressure  has  been  exhausted. 
Analysts  seldom  use  the  scare  word 
"sell."  An  analyst's  "hold"  recom- 
mendation, in  the  grotesque,  en- 


coded language  of  this  business, 
understood  by  the  stock  market  2 
"sell"  recommendation.  In  a  > 
pressed  market  I  think  the  issuance 
a  "hold"  is  a  dynamite  buy  signa 
have  long  toyed  with  the  idea 
launching  a  mutual  fiand  called 
Buy-on-Hold  Fund. 

Buyinjj  new  issues.  It  is  rarely  a  gc 
idea  to  buy  into  the  initial  public  st( 
offerings  of  technology'  compan 
They  follow  a  hairpin  trajectory  i 
few  traders  have  the  gunfighter  refl 
es  it  takes  to  get  out  anywhere  nl 
the  top.  If  you  happen  to  want 
stock,  wait  until  it  has  been  on 
market  a  while — perhaps  as  long 
two  years.  At  this  point  it  has  usuj 
been  oversold  by  the  disgusted  i 
disgruntled  earh/  takers,  and  the  sp 
Lilators  are  gone,  and  you  can  edgo 
at  a  prett)'  fair  price.  It  might  e' 
be  a  higher  price  if  the  business 
improved  dramatically.  But  in  ; 
case,  it  will  be  a  price  that  is  realistit 
ly  based  on  business  performa] 
demonstrated  over  time. 

It  makes  sense  to  choose  y^ 
stocks  from  among  those  with 
established  histor\'  of  financial  rest) 
of  trial  and  triumph  and  tribulatiori 
disclosed  in  the  normal  course} 
reporting  over  many  quarters  a| 
public  company.  As  an  in\'estor,  N 
can  select  from  among  thousands 
such  companies.  Why  forgo  this  : 
portant  ad\'antage  to  buy  a  st< 
about  which  you  have  little  or 
historical  information?  ! 

In  scanning  this  hanciful  of  rij 
suggesting  mistakes  to  avoid,  a  p 
ticular  stock  comes  to  mind  tha 
would  probably  not  be  a  mistake 
buy  just  now.  It  is  Apple  Compu 
down  from  this  year's  high  of  65  l 
recent  25.  Looking  at  it,  you  have 
ask  yourself  if  it  will  ever  co 
back — and  to  answer  that  of  cours 
will.  The  company's  various  appar 
problems  are  widely  understood  i 
ha\  e  long  since  been  discounted  i 
the  price  of  the  stock.  Analysts  In 
been  negative  on  it  since  last  sprii 
which  is  a  positi\  e  sign  in  my  vi' 
and  it  is  a  mature  stock,  not  a  sped 
live  playground. 
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ITT  Automotive 
Created  Something  That  Makes  Driving 
Safer  Than  Ever  Before. 


(WE'LL  Give  You  A  Hint.) 


Automotive  is  not  only  a  pioneer  in  hydraulic  drum  and 
)rake  technology  it  has  become  the  world's  leading  inno- 
and  manufacmrer  of  four-wheel  passenger  car  anti-lock 
and  traction  control  systems.  Eighteen  of  the  most  highly 
led  auto  makers  here  and  abroad  depend  on  them. 
ITT  Automotive,  part  of  ITTs  Manufactured  Products 
I,  is  also  a  global  supplier  of  a  variety  of  other  products: 
oni  shock  absorbers.  ITT  SWF  windshield  wiper  systems, 


switches  and  rear  lighting  modules.  Fluid  handling  systems. 
Plus  a  wide  range  of  body  hardware  and  structural  components. 

In  addition,  we've  given  the  green  light  to  reinvest  $2.7 
billion  in  ITT  Automotive  for  engineering,  R&D  and  capital  ex- 
pansion over  the  next  five  years.  At  ITT,  our  mission  is  to  make 
your  car  a  safer  

place.  Stop,  and  TITinn  ^^^^ ^^^B ™^ 
thmk  about  it.        Ill    fhan  jiicf niir namP 


FINANCIAL  &  BUSINESS  SERVICES      ITT  MANUEACTVRED  PRODUCTS      ITT  RAYONIER      ITT  SHERATON 


STAYING  HEALTHY 


Good  news,  asthmatics:  Anti-inflammatory  drugs 
really  work.  The  bad  news:  They  might  have 
some  unpleasant  side  effects. 

Use  but 
don't  abuse 


By  Katarzyna  Wandycz 

Like  SOME  12  million  Americans,  Ron 
Ciller,  a  42 -year-old  Nebraska  school 
principal,  suffers  from  asthma.  De- 
spite regular  medical  treatment,  Giller 
says  he  used  to  "feel  severe  difficulty 
breathing"  several  times  a  day.  "I'd 
be  scared  that  I  would  not  catch  the 
next  breath,  and  suffocate."  He  woke 
up  usually  twice  a  night  feeling  short 
of  breath  and  wondering  if  he'd  be 
one  of  the  5,000  Americans  who  tiie 
from  asthma  attacks  every  year.  His 
asthma  became  so  bad  that  he  had  to 
go  to  the  hospital  several  times. 

But  today  Giller  plays  tennis  regu- 
larly and  doesn't  have  asthma  attacks 
during  the  day.  The  reason:  recent 
advances  in  understanding  what 
causes  asthma,  and  new  drugs  that 
focus  on  asthma's  deeper  causes. 

Asthma  attacks  strike  when  the  air- 
ways going  to  and  from  the  lungs 
constrict,  and  a  person  cannot 
breathe.  The  constriction  is  caused 
when  the  tissue  lining  the  airways 
becomes  inflamed;  the  inflammation 
results  from  the  body's  immune  sys- 
tem defending  against  foreign  sub- 
stances or  bodies,  called  allergens. 
Microscopic  dust,  pollen,  cat  hair  or 
protein  from  cockroaches  are  typical 
allergens.  About  80%  of  the  cases  of 
astlima  are  caused  by  allergies. 

Until  fairly  recently,  most  asthma 
sufferers  were  treated  by  general  prac 
titioners  who  gave  them  oral  or  in- 
haled drugs  called  bronchodilators. 
Essentially,  these  are  muscle  relaxers 
that  deal  with  the  most  superficial 
symptom  of  asthma — they  relax  the 
involuntary  muscles  in  the  airways, 
which  allows  breathing.  Among  the 
most  common  muscle  relaxers  on  the 
market  are  Schering- Plough's  Pro- 


ventil  and  Glaxo's  Ventolin. 

But  by  treating  the  symptom  rather 
than  the  cause,  muscle  relaxers  create 
problems.  One  theory  is  that  they 
allow  more  allergens  into  the  airways. 
That  leads  to  more  severe  inflamma- 
tion, which  leads  to  more  of  that 
suffocating  feeling.  A  1992  study  at 
Canada's  McCill  Universit>'  of  pa- 
tients treated  with  the  most  common 
type  of  muscle  relaxers  concluded  that 
increasing  mortality  and  near- fatal 
asthma  attacks  may  be  tied  to  the 
frequent  use  of  muscle  relaxers. 

Starting  in  1975,  an  alternative  to 
muscle-relaxing  anti-asthma  drugs  ar- 
rived on  the  market:  anti-inflamma- 
tory dmgs.  Among  them:  Schering- 
Plough's  Vanceril  and  Glaxo's  Beclo- 
vent.  These  asthma  relief  drugs 
reduce  inflammation,  the  cause  of  the 
airway  constriction. 

But  before  you  demand  that  your 
physician  take  you  ot'i  muscle  relaxers 
and  put  you  on  anii-inflammatory 
drugs,  listen  to  Walter  Spitzer,  head 
of  the  pharmacoepidemiology  pro- 
gram at  McGill  and  one  of  the  study's 


Asthmatic  Ron  Giller 

Tennis  without  interruptions. 


coauthors.  Says  Spitzer:  "Our 
shows  that  it's  abuse,  and  not  u 
muscle  relaxers  that  leads  to  st 
trouble." 

Should  you  use  a  muscle  re 
Or  an  anti-inflammatory  drug?  Ii 
the  answer  depends  on  how  bad 
asthma  is.  Linda  Ford,  an  allerg 
cialist  in  Omaha,  Nebr.,  estii 
that  only  about  a  fifth  of  all  asi 
tics — or  some  2.4  million  peo 
have  asthma  that's  severe  enou 
be  treated  with  anti-inflamn: 
drugs.  She  thinks  that  the  othc 
are  probably  better  off  using  n 
relaxers,  for  a  variety  of  reasons. 

One,  she  says,  is  economi 
monthly  supply  of  a  popular 
inflammatory  drug  such  as  G 
Beclovent  costs  about  $40,  w 
monthly  supply  of  a  muscle  r 
like  the  same  company's  Vei 
(which  would  still  be  needed) 
only  $25  to  $30. 

More  important,  the  most  eff 
anti-inflammatory  drugs  are  or; 
roids.  In  some  patients,  steroids 
orally  have  been  shown  to 
weight  gain,  thinning  of  the 
and  other  side  effects.  Inhalec 
roids  are  safer:  They  target  a  sf 
part  of  the  body  (airways  leadi 
and  from  the  lungs),  thus  limitin 
eft'ects.  But  a  study  published  : 
July  1993  issue  of  Pediatrics 
eludes  that  children  treated  wi 
haled  steroids  grew  more  slowh 
children  who  didn't  get  them. 

How,  then,  should  an  asthn 
tient  choose  a  drug  with  the  lea: 
effects  that  still  controls  asthma 
art  Young,  a  well-known  New 
asthma  specialist,  suggests  th: 
tients  and  their  physicians  shot 
the  severit}'  of  a  patient's  sym| 
guide  the  treatment. 

Roughly  speaking,  if  you'n 
rently  using  muscle  relaxers  yei 
asthma  wakes  you  up  at  nighl 
should  think  about  the  anti-ir 
matory  route.  Another  rough  r 
thumb:  If  you  take  as  many  a 
canisters  of  muscle-relaxing  inh 
month — or  inhale  more  than 
times  a  week — an  anti-inflamn 
dnig  may  be  the  better  bet.  I 
case,  see  a  specialist.  The  know 
of  tJiis  whole  field  is  changing  ra 
For  fi-ee  information  call  the  A 
&  Allerg)'  Foundation  of  Arr 
800  7  ASTHMA. 
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THE  PFIZER  HEALTHCARE  SERIES 

libucantell 
high  blood  pressure 
by  these  symptoms: 


(Very  often,  there  are  none!) 


It's  hard  to  believe  that  over  35  million  Americans  have  a  dangerous  disease. .  .very 
often  without  a  symptom.  But  that's  what  high  blood  pressure  (hypertension)  is  like. 
A  hidden  illness,  yet  one  ot  the  easiest  to  detect— and  to  treat.  Untreated,  it  can  affect 
your  brain  (stroke),  your  vision,  heart  (infarction),  blood  vessels  and  kidneys.  Anyone 
can  be  affected,  although  faaors  such  as  age,  sex,  race  or  family  background  play  a  role. 

Fortunately,  there's  plenty  that  can  be  done  to  treat  this  condition.  Only  your 
doaor  can  diagnose  hypertension,  but  you  can  help  head  it  off  through  h^thier  liv- 
ing—reducing weight,  cholesterol,  salt  intake,  stress,  anxiety  and  stopping  smoking.  An 
improved  lifestyle,  and  blood  pressure-controlling  medicines  can  substantially  lower 
your  risk  for  heart  attacks  and  stroke.  But  the  first  step  is  to  see  your  doctor 

For  a  poster-sized  reprint  of  this  message,  ]]mte:  Pharmaceuticals  Groiip, 
Pfizer  Inc,  P.O.  Box3852H,  Grand  Central  Station,  New  Tm'k,  NT  10163. 

Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE™ 


A  message 

in  the  interest  #77^^^ft 

of  better  JJflZA/iM 

health  from  ^  ^^^^ 
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Want  an  extra  thrill  for  Halloween  this  year? 
Try  staying  at  a  haunted  bed  and  breakfast. 

Spooks  stay  free 


By  R.  Lee  Sullivan 

For  sheer  cctoplasmic  impact,  it's 
hard  to  beat  the  Myrtles  Plantation  in 
St.  Francisville,  La.  Almost  200  years 
old,  the  mansion  bills  itself  as  "Ameri- 
ca's most  haunted  house."  It  boasts 
13  spirits,  one  of  them  a  plantation 
owner  who  was  shot  in  the  gaming 
room.  Mortally  wounded,  he  tried  to 
make  it  up  the  grand  staircase,  getting 
as  far  as  the  seventeenth  step  before  he 
expired.  To  this  day,  guests  report 
hearing  17  footfalls  in  the  middle  of 
the  night. 

Myrtles  Plantation  is  one  of  at  least 
20  bed  and  breakfasts  around  the 
country  that  have  acquired  (or  invent- 
ed) reputations  for  being  haunted  (see 
box,  opposite).  If  you  believe  in  ghosts, 
the  reputations  make  sense.  After  all, 
many  B&Bs  are  relics  from  the  colonial 


or  Victorian  eras,  and  a  lot  of  living 
and  dying  (some  of  it  gruesome)  has 
gone  on  inside  their  walls. 

The  reputations  make  sense  from  a 
marketing  standpoint,  too.  Reserva- 
tion agencies  like  Bed  &  Breakfast 
Rocky  Mountains  in  Denver,  and  Bed 
&  Breakfast  Texas  Style  in  Dallas, 
report  specific  requests  for  haunted 
houses — especially  around  Hallow- 
een. According  to  Arline  Kardasis  of 
Bed  &  Breakfast  Associates/Bay  Col- 
ony in  Boston,  "Salem,  Mass.  is  al- 
ways booked  on  Halloween." 

Don't  believe  in  ghosts.^  Ronald 
Callari,  who  owns  Innovations,  Inc., 
a  Cranford,  N.J.  consulting  service 
that  rates  bed  and  breakfasts,  didn't 
either.  Then  he  spent  a  night  at  the 
Haslam  House  in  Savannah,  Ga. 


"Out  of  the  wall  I  saw  a  dark  foi 
coming  towards  me — the  figure  ot 
man  in  a  cloak,"  says  Callari.  As 
rose  up  in  bed  to  meet  the  threat,  t 
form  disappeared  into  the  corner, 
the  kitchen  next  door  to  Callai 
room,  pots  and  pans  suddenly  start 
ratding. 

Callari  thought  for  sure  he'd  be 
dreaming.  But  before  he  could  tell 
tale  the  next  morning  another  gU' 
asked  what  the  racket  in  the  kitch 
was  all  about. 

Vincent  Schiavelli,  a  Los  Angc 
actor,  is  another  recent  believer, 
decade  before  he  portrayed  a  d 
turbed  spirit  who  haunts  the  Ni 
York  City  subways  in  the  hit  fi 
Ghost,  Schiavelli  saw  a  genuine  phi 
torn  at  the  Mansions,  an  elegant  V 
torian  bed  and  breakfast  in  San  Fr^ 
Cisco.  "I  was  coming  in  very  late 
night,  climbing  the  stairs — whi 
have  a  wonderful  creak,"  he  reca 
"As  I  entered  my  room  1  felt  a  fern 
presence,  and  I  may  have  seen  a  sk 
going  by." 

The  Mansions  has  a  long  history' 
similar  unexplained  phenomena; 
brochure  even  promises  "a  perfor 
ing  ghost."  But  not  a  real  one  tl 


The  Four 
Seasons  Inn, 
Bethel,  Me. 
A  recent  fire 
damaged  all  but 
the  tower  room, 
where  lurks 
the  spirit  of 
a  young  woman 
looking  for  her 
lost  music  box. 
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3rms  on  cue. 

lihosts  aren't  available  on  corn- 
el,"  grouses  Leonard  Shockley, 
er  of  Early  Hill,  a  bed  and  break- 
n  Greensboro,  Ga.  "If  they  were, 
have  a  fortune  made."  When 
;ldey  bought  Early  Hill,  he 
ight  he  was  getting  two  resident 
its.  But  they've  been  no-shows 
r. 

hether  or  not  you  believe  in 
Its,  there's  nothing  to  be  afraid  of 
■e  isn't  a  single  documented  in- 
:e  of  a  ghost  ever  harming  a  living 
— noises,  cold  spots  and  fleeting 
;es  are  the  norm.  "Real  ghosts  are 
;r  dull,"  admits  Richard  Senate,  a 
;ura,  Calif,  historian  who  claims 
have  authenticated  over  200 
ited  sites.  Hi 


The  gaiii  ,  ,  Myrtles  Plantation,  in  St.  Francisvillt,  l. 

Bills  itself  as  the  most  haunted  house  in  America. 


orite 

ints 


sions, 

Francisco,  Calif. 
xM-ns,  S129-$350 
929-9444 
)khouse  to  the  stars, 
sometimes  spot  an 
real  woman  on  the 
I  floor. 

Victorian  Inn, 
iro  Grande,  Calif. 
Doms,  $140-$175 
481-5566 
de  girl  named  Alice 
i  in  a  tou  er  room  for 
nother  to  return. 
'pate  Inn, 

Park,  Colo. 
3oms,  $65- $125 
586-6151 

former  owner  sits  in 
:king  chair  beside  the 
lace. 

le  Hill  Farm, 
mtry.  Conn. 
Dms,  $50-$60 
236-6698 

re  Maude  challenges 

vmen,  but  also  soothes 

sed  guests. 

r  Hill, 

nsboro,  Ga. 

3ms,  $50-$70 

453-7876 


A  little  girl  cries  and  an 
old  man  lurks  in  a  rocker. 
Haslam  House, 
Savannah,  Ga. 
2  rooms,  $95-$165 
800-729-7787 
There's  the  spirit  of  origi- 
nal owner  George.  He  pro- 
moted minstrel  shows 
and  was  lynched  after  a 
poor  performance. 
Myrtles  Plantation, 
St.  Francisville,  La. 
9  rooms,  $75-$130 
504-635-6277 
Thirteen  spirits  to  choose 
from. 

Four  Seasons  Inn, 

Bethel,  Me. 

15  rooms,  $55-$97 

207-824-2755 

A  young  woman  in  the 

tov/er  room  searches  for  a 

lost  music  box. 

Colonial  Inn, 

Concord,  Mass. 

47  rooms,  $85-$140 

508-369-9200 

Ralph  Waldo  Emerson 

occasionally  appears  in 

Room  24. 

Copper  Beech, 

Westwood,  Mass. 

4  rooms,  $55-$150 

617-449-5302 

A  runaway  slave  still 

moans  for  a  lost  child  in 

what  was  once  a  stop  on 


the  Underground 
Railroad. 
Victorian  Villa, 
Union  City,  Mich. 
10  rooms,' $85-5125 

517-  741-7383 
Caroline,  who  died  in 
1910,  sometimes  shows 
herself. 

Grant  Corner  Inn, 
Santa  Fe,  N.M. 
13  rooms,  $115-$140 
505-983-6678 
Shrieking  and  pounding 
noises  on  the  second  floor, 
accompanied  by  a  putrid 
odor.  But  the  present  own- 
ers insist  all  is  quiet  and 
fragrant  now. 
Antonio  and  Hank's 
Adobe  Guesthouse, 
Santa  Fe,  N.M. 
4  rooms,  $70-$  150 
505-982-9184 
Footsteps,  slamming 
doors,  and  breaking  glass  in 
Georgia  O'Keefte's  for- 
mer studio. 
Inn  at  Saratoga, 
Saratoga,  N.Y. 
38  rooms,  $39-$300 

518-  583-1890 
Owner  wonders  about 
voices  on  the  third  floor. 
Reed  House, 
Asheville,  N.C. 

4  rooms,  $50-$95 
704-274-1604 


They  like  to  shoot  pool  at 
night. 

Bn.xton  Inn, 
Granville,  Ohio 
26  rooms,  $60- $95 
614-587-0001 
The  sound  of  coins  spill- 
ing onto  the  floor. 
John  Palmer  House, 
Portland,  Ore. 

7  rooms,  $40-$125 
503-284-5893 
Lotta,  an  opera  singer 
who  lost  her  voice,  still 
ambles  about. 
Raphael  House, 
Ennis,  Tex. 

6  rooms,  $65-$95 
214-298-8586 
Ra\'mond  and  Julia 
clomp  across  upstairs 
floors,  shutting  windows 
and  slamming  drawers. 
Bonnynook, 
Wn.xahachie,  Tex. 
4  rooms,  $70-$85 
214-298-8586 
Mrs.  West  inhabits  the 
coldest  place  in  the  house; 
she  sometimes  teases  Kel- 
ly, the  tamily  dog. 
Edjjcivood  Plantation, 
Charles  City,  Va. 

8  rooms,  Sil5-$155 
804-829-2962 

Lizzie  waits  in  \  ain  for  her 
lover  to  return  from  the 
Civil  War.      — R.L.S.  H 
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PERSONAL  AFFAIRS 

Will  John  Grisham,  Michael  Crichton  and  Tom  Clancy 
have  the  legs  of  Henningway,  Faulkner  and  Steinbeck? 

A  string  of  firsts 


By  Damon  Darlin 

Hfnrik  Fai.K'IOFI  bought  his  first 
rare  book  in  1990.  The  book,  a  first 
edition  of  William  Faulkner's  obscure 
Idyll  in  the  Desert,  published  in  1931, 
was  a  gift  for  his  girlfriend  and  cost 
$400.  "I  couldn't  believe  it  cost  so 
much,"  he  recalls  w  ith  a  chuckle.  But 
buying  it  got  him  hooked  on  book 
collecting. 


Before  long,  the  37-year-old  New 
York  pri\'ate-investment  principal  was 
buying  first  editions  of  writers  like 
Hemingway  and  Steinbeck  at  $700  a 
pop — which  now  seems  like  a  bar- 
gain. Prices  of  well-known  books  to- 
day are  roughly  double  what  they 
were  a  few  years  back.  "And  prices  are 
still  going  up,"  says  Falktoft,  whose 


All.- 


^^^^^^^^^^^^ 


Tony  Bill,  book-collecting  movie  producer 

He  had  to  build  an  addition  to  hold  all  his  books. 


collection  now  numbers  325  bool 

The  hottest  categon,'  today  is  I 
editions  of  works  by  post- 1950s 
thors.  So  books  like  Jack  Kerou; 
1957  On  the  Road  (S385)  and  '1 
man  Capote's  1948  Other  Voices,  (. 
er  Rooms  ($1,210,  with  an  insc 
tion)  are  zipping  up  in  price  ale 
with  20th-century  classics  like 
Grapes  of  Wrath  ($1,300  for  a  I 
edition  in  fine  condition). 

The  prices  of  first  editions  by  nv 
more  recent  authors  are  taking 
too.  Collectors  call  them  "hyi: 
moderns,"  with  the  pun  intendec 
first  edition  of  Donna  Tartt's  mu 
hyped  Tlje  Secret  History,  publis! 
last  year,  sells  for  about  triple  its 
cover  price.  A  copy  of  The  Orch 
Keeper,  the  critically  acclaimed 
largely  ignored  first  nox  el  by  Con 
McCarthy,   sells   for  as  much 
$1,250.  McCarthv  has  since  wo 
following;  his  1992  novel  All  the  P 
ty  Horses  was  a  bestseller. 

Literar\'  critics  have  been  unkinc 
legal  thriller  writer  John  Grisham, 
collectors  love  him.  The  price  of  a  I 
edition  of  his  first  novel,  A  Tim 
Kill,  published  in  1989,  is  now 
proaching  $1,000. 

The  speculators'  current  favorit 
Ihe  Bridffes  of  Madison  County 
Robert  James  Waller.  The  book 
topped  the  bestseller  list  for  29  we 
now,  making  it  the  best-selling  hj 
cover  novel  ever  (4.1  million  cop 
and  catching  Warner  Books  cc 
pletely  oflt'  guard.  The  first  print 
was  29,000  copies.  Thanks  to 
limited  supply  and  subsequent  fa; 
$14.95  first  edition  copies  are  c 
rently  being  offered  by  dealers  fo 
much  as  $100. 

Dealers  warn  that  the  hypermod 
bubble  may  soon  burst.  "This  is  re 
a  literary'  marketplace,"  says  A 
Ahearn,  co-owner  of  the  Quill 
Brush  bookstore  in  Rockville, 
"The  basis  for  value  is  that  people 
think  these  authors  have  a  plact 
literaiy  histon*'."  Thus,  he  expla 
prices  of  Steinbeck,  Hemingway 
Faulkner  stay  strong.  And  so  probe 
will  others  like  Jack  London  and  T 
Morrison. 

But  will  Tom  Clancy — The  H 
for  Red  October  is  now  peggec 
$500 — go  the  way  of  Rafael  Sabat 
(He  wrote  Scaramonche  and  a  hos 
other  popular  novels  in  the  192' 
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nt  on  it,  dealers  say. 
le  most  valuable  books  of  the 
ern  authors  are  the  first  editions 
heir  first  books,  even  if  they 
n't  commercial  successes.  John 
ike's  1958  TJje  Carpentered  Hen 
Other  Tame  Creatures  now  sells 
bout  $750.  But  Rabbit  Run  sells 
nly  $300,  while  the  1971  Rabbit 
4X  goes  for  only  $50. 
Dllecting  trends  tend  to  follow 
ng  trends.  Mvsteries  are  also  hot 
,  Sue  Grafton's  1982  A  Is  for 
i  goes  for  $850.  Dashiell  Ham- 
's The  Maltese  Falcon  was  put  up 
ction  recendy  with  an  estimated 
of  $12,000,  but  was  withcirawn 
re  the  sale,  presumably  on  the 
:h  that  it  could  fetch  more  later. 
)oks  made  into  movies  can  go  up 
lly .  Silen  ce  of  the  La  mbs  by  Thorn  - 
arris  shot  to  about  $50,  from  $5, 
1  the  movie  version  came  out,  but 
?rice  hasn't  moved  much  in  the 
two  years.  Michael  Crichton's 
ssic  Park  is  a  rising  sun  now. 
le  author's  autograph  inside  the 
^  will  increase  its  value;  an  inscrip- 
can  increase  it  more  if  it's  to 
her  famous  person,  a  friend  of  the 
or's  or  tells  something  about 
or  why  he  or  she  wrote  the  book, 
anklin  Library,  a  unit  of  collect- 
producer  Franklin  Mint,  has 
I  publishing  each  year  since  1984 
igned,  limited-edition  first  edi- 
i  of  well-known  authors'  new 


books.  Costing  $55  each  and  leather- 
bound,  the  books  don't  always  hold 
their  value,  some  book  dealers  warn. 
But  they  are  the  true  first  editions. 

Condition  is  extremely  important. 
One  of  the  ironies  of  this  hobby  for 
book  lovers  is  that  the  least-loved  and 
never-read  copy  becomes  the  most 
sought  after.  Another  irony:  The 
most  valuable  part  of  a  book  is  the 
dust  jacket.  As  a  rule  of  thumb,  it  is 
80%  of  a  book's  value.  A  typical  first 
edition  Hemingway  without  a  dust 
jacket  sells  for  around  $30.  With  one, 
it  is  about  $350. 

Storing  a  rare  book  isn't  as  simple  as 
shelving  it — always  upright — in  a 
bookcase.  Some  collectors  put  their 
collection  in  glass-covered  book- 
stacks:  Dust  is  an  enemy.  Sunlight  and 
humidity  are  greater  threats,  howev- 
er. The  most  fastidious  collectors,  like 
Henrik  Falktoft,  have  specially  lined 
cardboard  boxes  built  for  their  finest 
books.  At  a  minimum,  any  valuable 
book  and  its  dust  jacket  should  be 
covered  in  a  plastic  film  cover  obtain- 
able at  library  supply  houses  under 
names  such  as  Brodart  or  Demco. 

Holl)'wood  producer  and  avid 
book  collector  Tony  Bill  says  the  best 
way  to  start  collecting  is  to  talk  with 
established  dealers.  Book  fairs,  which 
are  held  in  major  cities  throughout 
the  year,  are  also  excellent  places  to 
price  books  and  pick  up  pointers. 
Several  specialty  auction  houses,  such 


as  the  California  Book  Auction  Gal- 
leries in  San  Francisco  or  the  Metro- 
politan Arts  &  Antiques  Pavilion  in 
New  York,  specialize  in  moderately 
priced  books. 

AB  Bookman's  Weekly,  an  $80-a- 
year  magazine  of  dealer  ads  and  col- 
lectors' want-lists,  is  the  most  com- 
monly cited  source  of  information 
(P.O.  Box  AB,  Clifton,  NJ,  07015). 
Then  there  is  Firsts Majjazine,  for  $35 
a  year  (575  N.  Lucerne  Blvd.,  Los 
Angeles,  CA  90004).  It  runs  features 
about  trends  and  hot  authors,  and 
price  lists  as  well  as  dealer  ads. 

Katharine  Kyes  Leab,  editor  of 
American  Book  Prices  Current,  has 
just  issued  a  $1,200  CD  ROM  with  a 
half-million  book  auction  prices  dat- 
ing back  to  1975  (P.O.  Box  1236, 
Washington,  CT  06793).  "The  thrill 
of  the  hobby  is  still  the  blood  sport," 
says  Leab,  meaning  finding  a  rare 
book  for  next  to  nothing.  So  don't 
overlook  garage  sales  or  even  those 
sidewalk  vendors  selling  used  books. 

Celeste  Lee,  an  entertainment  pro- 
gram producer  and  bibliophile,  spied 
an  oki  copy  of  F.  Scott  Fitzgeralci's 
The  Last  Tycoon  on  a  sidewalk  table 
near  Grand  Central  Station.  It  looked 
like  a  first  edition,  so  she  bought  it  for 
50  cents.  Though  it  doesn't  have  a 
dust  jacket,  dealers  tell  her  it  is  still 
worth  about  $30.  "Okay,  I  can't  re- 
tire on  it.  But  that's  not  a  bad  return 
for  a  few  minutes'  browsing."  Hi 
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In  the  burst  of  sexual  harassment  actions 
since  Anita  Hill's  testimony,  at  least 
one  court  is  showing  some  common  sense 
over  the  limits  to  an  employer's  liability. 

Speed  brake 


By  David  Frum 

Near  thk  end  of  a  long  Sunday  of 
treating  dogs  and  cats,  Tamara 
Radtkc  suggested  to  her  boss,  veteri- 
narian Stuart  Everett,  tliat  they  have  a 
cup  of  coffee  in  the  lounge  of  their 
Traverse  City,  Mich,  clinic.  What  hap- 
pened in  the  next  five  minutes  was  to 
occupy  the  courts  of  Michigan  for 
nearly  five  years. 

Radtke  says  Everett  sat  

down  beside  her,  put  his 
arm  around  her  and  ca- 
ressed her  neck.  When  she 
resisted,  Everett  told 
Radtke  that  he  "really 
liked"  her,  and  added, 
"Oh,  come  on,  you  can't 
tell  me  you  don't  feel  the 
same  way  about  me." 

Radtke  said,  yes,  she  did 
feel  that  way  about  Everett, 
but  demurred:  "You're 
married.  I'm  married.  You 
don't  want  to  do  this,  and  I 
don't  want  to  do  this." 
Taking  her  reluctance  for 
acquiescence,  Everett  at- 
tempted to  kiss  her.  Radtke 
pushed  him  away,  an- 
nounced that  she  needed  a 
and  then  walked  outside. 


While  the  law  is  fuzzy  on  what 
exactly  constitutes  sexual  harassment, 
one  thing  is  cr\'stal  clear:  If  anyone  is 
harassed  on  the  job,  whether  by  a 
supervisor,  a  co-worker  or  e\'en  a 
customer,  his  or  her  employer  is  ulti- 
matelv  liable. 

The  1991  Civil  Rights  Act  permits 
plaintiffs  to  sue  for  damages  of  up  to 


Anita  Hill  testifying  against  Clarence  Thomas 
Spurring  a  burst  of  sexual  harassment  complaints. 


smoke, 
Everett 

joined  her,  and  the  two  later  went 
back  to  work. 

The  following  day  Radtke  quit  and 
soon  thereafter  sued  the  clinic  Everett 
co-owns  for  sexual  harassment. 

Sexual  harassment  cases  are  landing 
on  employers  like  sleet  in  February: 
So  far  this  year  the  Equal  Employ- 
ment Opportunit)'  Commission  has 
received  24%  more  sex  harassment 
claims  nationwide  than  in  the  equiva- 
lent period  of  1992.  Claims  last  year 
were  up  69%  over  1991,  a  burst 
spurred  by  the  publicity  over  Anita 
Hill's  testimony  against  Clarence 
Thomas. 


$300,000,  in  addition  to  attorneys' 
fees  and  back  pay.  Plaintiffs  can  also 
bring  concurrent  state  law  actions  for 
pain  and  suffering. 

When  Radtke  sued  the  clinic,  Ever- 
ett's lawyers  moved  to  dismiss  the 
charges.  Even  if  ever\'thing  she  al- 
leged were  true,  they  claimed,  she  did 
not  suffer  harassment.  Harassment 
means  "to  annoy  persistently."  Surely 
no  reasonable  person  could  regard 
one  single  unwelcome  pass  in  four 
years  as  harassment? 

Or  could  they.'' 

The  Michigan  Court  of  Appeals 
denied  Everett's  motion  to  dismiss. 
The  law,  said  the  court,  should  adopt 
not  a  reasonable  person  standard  to 


The 


judge  sex  harassment,  but  a  "reas 
able  woman"  standard.  And  eve 
single  incident  might  so  offend  a  I 
sonable  woman  that  she  would 
she  had  no  alternative  but  to  cj 
her  job. 

This  was  a  tremendous  enlar 
ment  of  liability  over  Michigan's 
harassment  precedents,  but  it  waj 
line  with  the  latest  legal  thinking  c 
where.  In  the  1987  case  Yates  v.  A 
Corp.,  the  federal  Court  of  Appi 
for  the  Sixth  Circuit,  which  co\| 
Michigan,  ruled  that  in  sex  han 
ment  cases  it  was  "only  reasona 
that  the  person  standing  in  the  sh 
of  the  employee  should  be  'the  i 
sonable  woman.'  ..."  The  Seve 
Circuit  (Illinois)  and  the  Ninth  C 
cuit  (West  Coast)  have  taken  sim 
positions,  though  not  so  firmly 
clearlv. 

Michigan  Supreme  Cc 
overturned  the  Court 
Appeals  decision  and  s 
the  Radtke  case  to  trial  c 
"reasonable  person"  st 
dard.  It  accepted  the  ar 
ment  of  Everett's  law; 
Seth  Lloyd  of  Detrc 
Dykema  Gossett:  If 
reasonable  woman  st 
dard  allows  plaintiffs  to 
after  just  a  single  incidc 
employers  would  be 
fairly  vulnerable  to 
misconduct  of  their  t 
plovees.  It  wouldn't  n 
ter  if  the  employer  ac 
instantly  when  the  fen- 
employee  complained 
wouldn't  matter  if  the 
rasser  was  promptly  trj 
ferred  or  fired.  Whammo,  liabilit)' 
the  first  offense. 

Radtke  can  still  win  her  case. 
Michigan  Supreme  Court  did  say  t 
a  single  incident  might  count  as 
rassment  if  the  person  responsiblf 
the  owner  of  the  business.  But  she 
to  convince  a  jun'  that  what  happei 
to  her  offended  not  just  her  c 
sensibilities  but  those  of  the  wh 
communit}'. 

There's  comfort  in  the  ruling, 
least  the  court  recognized  some  1 
its  to  employers'  responsibilities 
the  unauthorized  wrongdoing 
their  employees.  Will  this  sensi 
ruling  remain  a  precedent?  One 
only  hope. 
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Never  has  the  Bentley  racing  tradition  been  expressed  as  powerfully  as  in  the  new  Continental  R  coupe. 
»e  turn  of  the  key  unleashes  more  power  than  ever  before,  and  a  magnitude  of  torque  that  can  onl^;^  be  described 
herculean.  This  incomparable  sensation  is  bolstered  by  the  security  of  free  scheduled  maintenance  on  all  1994 
entle3'  motor  cars  for  three  years  and  unlimited  mileage.  Inspect  the  Continental  R,  the  legendary  Turbo  Rand 
the  sporting  Brooklands  at  your  authorized  Bentley  dealer.  Please  call  (800)  237-6557. 


©  Rolls-Royce  Motor  Cars  Inc.,  1993.  The  names  "Bentley,"  "Turbo  R  '  and  "Brooklands,"  the  badge  and 
ihe  radiator'grille  are  rcgisiered  trademarks.  "Restrictions  apply.  Contact  an  authorized  dealer  for  c^efails. 


iVe  Can  Destroy  Brain  Tumors 
timeWay  We  Destroy  Space  Invaders. 


■oducing  the  Video  Tumor  Fighter.  Perhaps  the  most 
ng  answer  yet  for  patients  with  deep-seated,  often 
3le  brain  tumors.  And  the  latest  flash  in  the  biotech 
)n  that's  going  on  in  Virginia. 

hough  the  Video  Tumor  Fighter  looks  like  a  video  game, 
serious  medicine.  A  neurosurgeon  inserts  a  small  pellet 
atient's  skull.  Then  with  brain  scans  on  the  screen  and 
in  hand,  the  surgeon  guides  the  pellet  through  the 
folds  of  the  brain  to  the  tumcir.  Tliere,  the  pellet  is  heated 
liation  and  moved  around  inside  the  tumor,  killing  the 
cells  and  leaving  the  healthy  cells  healthy. 
II  in  the  experimental  stages,  the  Video  Tumor  Fighter 
;nted  by  neurosurgeons  and  physicists  at  the  University 
lia.  And  is  a  product  of  several  forces  that  have  propelled 
1  to  the  biotechnology  front. 

-ginia  is  home  to  three  academic  medical  centers: 
Virginia  Medical  School,  the  Medical  College  of 
la  and  the  University  of  Virginia.  Over  $132.7 
1  in  medical  research  is  conducted  at  these 
ions  each  year. 

ginia  is  located  in  the  biotech  corridor  of  the  United 
which  runs  from  Boston  to  North  Carolina.  Three 
inology  centers  have  been  established  in  Norfolk, 


Charlottesville  and  Richmond.  The  National  Institutes  of  Health, 
the  Food  and  Drug  Administration  and  the  Environmental 
Protection  Agency  -  the  powers  that  he  in  biotechnology  -  ;ire  all 
right  next  door  in  Washington,  DC. 

Not  surprisingly,  Virginia  has  the  highest  concentration 
of  dcjctoral  scientists  and  Ph.D's  in  the  South  -  a  braintrust 
20,000  strong. 

Virginia  has  something  else  the  constantly  changing  biotech 
industry  needs:  financial  stability.  According  to  Financial  World 
magazine,  Virginia,  under  Governor  L.  Douglas  Wilder,  is  the 
best  fiscally  managed  state  in  the  nation.  Corporate  income 
taxes  have  increased  only  once  in  40  years.  TTie  state's  bond 
rating  remains  a  constant  AAA. 

Which  makes  Virginia  the  best  place  for  any  kind  of 
operation.  Including  yours. 

For  more  information,  just  clip  the  coupon  or  call.  We'll 
zap  it  right  to  you. 

I  I 
Name  


Title 


Company  . 
Address 


City 


State 


Zip. 


1'804'371'8202 


April  Young,  Directdr,  Virginia  Department  of  EcDnomic  Development,  P.O.  E?ox  798, 
Richmond,  VA  2  5206-0798. 
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IPITED  BY  JOHN  R.  HAYES   


1 1 1  [ 
Airies  Uopartrnf 
Stores'  presided 
P(;tf'r  ThfjrrifT 
Where  did  he 
learn  to  be 
such  a  good  gl 


l<K,MI 

K.'iy  K()[jl()vil/, 
(,tii(;l  ox(,'(,ijlive 
fjf  USA  Network 
Pushed  to  sec 
ond  place  stat 
by  broadcaste 
and  cable 
operators. 


The  hest  policy 

I'lllK      lllOKMK     OIKC     spcill  20 

niontlrs  as  .1  top  ollin  r  lor  Mcsluilam 
Riklis,  the  coiitrovcisi.il  asscl  shiiCllci 
who  s(.|iicc/,ccl  millions  for  his  own 
collcis  while  (li  ivinj;  four  public  com 
panics  into  ( ih.ipli  i  I  1  .  lUil  Thorncr 
ilidn't  pick  up        ol  Riklis'  abrasive 
habils.  Now  president  ol  ailinji,  Ames 
Department  Stores,  Thorner,  SO,  is 
nsinj;  ,1  stiatej!,y  ol  landor  to  turn 
aioiind  die  Rocky  lhll,(;onn.  basetl 
letailer.     s[X'nl  1 7  years  ol'my  career 
in  public  account injj,,'''  says  the  (or 
met  Deloitte  I  laskins     Sells  partner. 
"  That's  an  entire  industry  that  is  pre 
niised  on  the  slien^',th  ol  your  word." 

Ames  crashed  in  a  victim  ol 

about  $600  million  in  ilebt  it  look  on 
to  buy  /ayre  Discount  Stores  in 
IV.S.S,  and  ol  a  disastrous  19.SV 
(Jiiistmas  .season.  Taken  in  by  the 
company's  repeated  assuiances  that  it 
was  catching  up  on  its  bills,  sii[ipliers 
were  livid  when  Ames  liletl  (liapter 
11  ill  April  IWO.  "  i  hey  really  lelt 
they  had  been  misled,"  says  Tiiorner, 
who  joineil  the  com|>any  as  chief  fi 
nanciai  ollicer  a  month  later.  "We  had 
six  toeij^ht  weeks  where  we  didn't  u,et 
anylhinji,  shi|>[)etl  to  us." 

i'o  win  them  b.ick,  Thornei  lired 
the  entire  vendor  relations  <lepail 
meiU  and  set  up  ,t  toll  Iree  [ihone  line 
for  instant  upilateson  w  hether  checks 
were,  in  fact,  in  the  mail.  I  le  started  a 
creilitor  newsletter  to  keep  10,000 
\endors  intormeil  ol  the  company's 
status.  When  su|>[iliers  bejian  to  re 
turn,  he  e\i  n  sent  the  lop  50  weekly 
reports  on  Ames'  bank  accounts.  "I 
didn't  believe  that  any  ol  this  was 
.sacred  inlormalion,"  he  says.  By  Au 
gust  3,500  su(ipliers  were  back. 

Thorner's  success  with  the  su[i|ili 
CIS  helpeil  win  him  the  top  job  when 
Ames  eineiued  from  ('hapter  1  1  last 
Decembei  .  I  le  may  yet  tail  tosa\e  the 
company  Ames  lost  $2«S2  million, 
on  revenues  of  $2.S  billion,  in  fiscal 
1992  ,  though  Thorner  says  he'll  earn  a 
small  profit  this  year.  Rut  his  skills  in 
Iniviiiu  time  ami  gooilwill  are  the  talk 
of  the  industry.  T,xecuti\es  from 
Rose's  Stores,  Mills  Stores  and  Rest 
Products  all  m  or  emerging  from 
(Chapter  I  I  ha\e  callcil  for  advice, 
which  is  line  with  Thornei.  "Some 
times,"  he  sa\'s,  "I  wish  I  hail  some 
boily  like  me  to  talk  to  when  I  first 
came  in  here."    C!,\iu)l.  M.  ClKorri  K 

I  ()() 


The  defending  champion 

I  lovvDovon  ioi'a  $69  million  eflort 
to  win  a  sailboat  race?  Not  easily.  "I 
have  nothing  to  gain  aiul  all  to  lose," 
admits  William  Koch,  winner  of  ilu 
1992  America's  (.  up. 

Koch,  53,  has  plenty  of  other  inter 
ests  to  keep  him  busy.  He  is  a  centi 
millionaire  with  a  Ph.D.  in  chemical 
engineering  from  the  Ma.ssachu setts 
Institute  of  Technology,  lie  owns  a 
bunch  of  n.iliiral  resource  and  energv 
companies    known   as  tlie  Oxbow 
Ciroup    that  he  bought  with  part  ol 
the  $600  million  his  brothers  paiti 
him  to  settle  a  nasty  lavxsuit  involving 
control  ol  Koch  Industries,  lie  is 
chairman  of  Kendall  Square  Research, 
a  young  aiul  so  far  successful  comput 
er  maker  he  helpeil  louiul  with  drink 
ing  buddy  and  com|iiiter  tlesigner 
1  leniy  Rurkhaitlt . 

Rut  he's  got  $69  million  in  sailboat 
research  to  amorti/e.  "  That's  an  ob 
scene  amount  of  money,"  says  Koch. 
"It's  absurd,  stupid.  II  I  knew  w  hat  it 
wouUI  cost  aiul  it  was  guarantcctl  1 
would  w  in,  would  1  ha\e  done  it?  No. 

"On  the  oilu  i  haiul,  I'm  glad  that 
I  did." 

St )  w  hat 's  Koch  going  to  do  now  '  A 
charming  upstart  nose  tweaker  who 
won  in  1992  by  breaking  all  of  the 
yachting  world's  staid  rules,  Koch  is 
looking  to  ilo  something  uiihcaid  ol. 
"1  like  the  challenge  of  doing  things 
completely  dillerent  than  the  way 
t>thers  do,"  he  .says.  "T.specialR'  doing 
things  in  ways  others  don't  think  are 


worth  a  damn." 

The  option  he's  most  enthusi 
about:  "I'll  like  to  (nil  together  ai 
women  team  to  compete  lor 
America's  ('up,"  he  sa\s,  deligl 
that  one  oft  he  last  great  male  bastj 
is  guidctl  b\'  su[Xistilions  ol  hd 
woman  brings  bail  luck  to  a  vacii 

Koch  sa\s  he'll  firm  up  his  plaii 
the  next  lew  weeks.  One  thing  li 
"certain:  "I  am  [KMsonally  not  goin 
race  again,"  he  sa\s,  admitting 
might  not  lie  the  best  ilecision  foi 
Oxbow  Cirou[i.  Left  to  the  cai 
three  trusted  managers  liuring 
long  preparations  lor  the  1992  1 
[profits  at  Oxbt)w  grew  in  pro[ioi 
to  how  inan\'  months  Koch  s[xn 
the  water. 
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William  Koch, 
winner  of  the  1992 
America's  Cup 
$69  million  in 


sailboat  research 
to  amortize. 


o-front  battle 

\s  science  iiclioii  writer  Arthur 
kc  wIk)  first  inspired  Kay  Koplo 
to  get  into  cable  TV.  Now  chief 
utive  of  USA  Networks'  top  rated 
:  network,  Koplovitz,  48,  was  a 
ent  at  the  University  of  Wiscon- 
n  the  196()s  when  CMarke  cap- 
i  her  imagination  with  a  lecture 
'hat  satellites  were  going  to  do  for 
al   communications.  Koplovitz 
nd  up  writing  a  master's  thesis  on 
subject  and  then  ran  through  a 
s  of  jobs — with  satellite  compa 
,  cable  operators  and  the  Federal 
imunications  ('ommission — be- 
ending  up  at  usA. 
ow  science  fiction  has  caught  her 
y  again.  Last  year  Koplovitz  start- 


ed the  Sci-Hi  Clhannel,  a  24  hour  a- 
day  offering  of  reruns  like  Hattlcstar 
(in/nrticn  plus  fresh  programming 
such  as  Sci-Fi  Buzz,  a  daily  news  show. 
Sci-Fi  is  off  to  a  good  start,  and  is 
alreadv  available  in  14  million  homes. 

But  Sci  Fi  needs  access  to  maybe  1 5 
million  more  homes  before  it  can 
make  a  profit,  'fhat  task  has  just  been 
made  more  difficult  by  ('ongrcss, 
which  recently  passed  a  law  allowing 
broadcasters  to  charge  cable  opera- 
tors for  their  signals.  The  unintended 
result;  less  channel  capacity  for  cable 
networks  like  Sci  Fi.  Instead  of  paying 
for  the  network  signals,  operators 
have  agreed  to  carry  four  new  broad 
cast  network  owned  cable  channels. 
"It's  disheartening  to  .see  legislation 
create  artificial  product  in  the  market 
place,"  .says  Koplovitz.  "Networks 
like  ours  have  by  regulation  almost 
been  given  second  place  status." 

Koplovitz  is  worried  about  usa's 
status,  too.  Some  cable  operators 
want  to  move  li.sA  off  their  basic 
package  and  lack  it  onto  a  tier  of  other 
cable  channels  for  which  viewers  pay 
extra.  That  makes  their  tiers  more 
attractive,  but  costs  Lisa  viewers  and 
ad  dollars.  Koplovitz  is  defending  the 
network  by  imposing  penalties  on 
operators  that  take  USA  off  basic  ser 
vice,  but  her  leverage  diminishes  with 
her  need  to  expand  Sci-Fi. 

FVentually,  BOO-channel  cable  sys 
tems  will  change  the  game.  But  for 
now,  that  opportunity  is  just  so  much 
science  fiction.    -Shakon  Moshavi 


Satisfaction 

"Ii  HAS  lU.i  N  a  frustrating  year  for 
us,"  admits  Joseph  Rice,  chief  execu- 
tive of  C'layton,  Diibilier  &  Rice,  the 
New  York  leveraged  buNout  firm. 
"We  felt  veiT  close  to  a  number  of 
things  v\e  would  like  to  ha\e  done." 

One  of  those  things  was  buying 
Cieneral  Motors'  Allison  gas  turbine 
division,  a  $700  million  (.sales)  maker 
of  jet  turbines  hurt  by  defense  cut- 
backs. Rice  ami  his  partners  had  been 
after  the  business  since  c;m  put  it  on 
the  block  early  last  year.  They  came 
close  in  May,  but  c;m  balked  48  hours 
before  the  schctlukd  signing. 

Then,  on  Sept.  IS,  they  finallv  got 
it:  For  $300  million  C'.layton,  Dubilier 
will  get  a  business  into  which  (iM  has 
poured  o\  er  $1  .S  billion  to  develop  a 
line  of  gas  turbine  engines  that  just 
recently  weni  into  proiluction.  Rice 
savs  that  Allison,  w  hich  was  unproht- 
able  under  c;m,  will  show  a  profit  its 
first  year  simply  by  shearing  ciM's  cor- 
porate overhead  f  rom  its  books.  "The 
only  thing  that  counts  is  persistence," 
says  Rice,  a  former  Marine  Corps 
lieutenant . 

I'his  is  Rice's  eightccntii  buvout 
with  C.lavton,  Dubilier.  I'he  son  of  a 
chairman  of  Allegheny  Power  System, 
he  observed  his  first  buyout  in  196S  as 
a  lawyer  at  Sullivan  &  (Cromwell.  "I 
was  so  taken  by  the  whole  process," 
he  says,  "that  I  convinced  the  client  to 
hire  me  a  year  later."  I  le  joined  Mar 
tin  Dubilier  and  Fugene  (Clayton's 
workout  firm  in  1978,  and  they 
bought  their  first  company  a  \ear 
later,  l^ce  took  over  when  Dubilier 
died  in  1991. 

Most  of  C/laylon,  Dubilier's  ileals 
have  been  like  Allison:  spinoffs,  often 
troubled,  from  large  corporations 
that  found  they  couldn't  manage  dis- 
parate operations  or  wanted  to  focus 
on  core  businesses.  Among  the  most 
recent:  mutual  fuiul  manager  Van 
Kampen  Merritt  from  Xerox,  which 
Rice  wants  to  use  to  acquire  other 
investment  firms;  and  Lexmark  Inter 
national,  a  group  of  low-end  lUM  busi- 
nesses that  suffered  neglect  under 
IHM's  central  sales  force. 

If,  as  expected,  recent  boardroom 
turmoil  will  lead  more  corporations 
to  more  spinoffs.  Rice,  who  has  $5S() 
million  left  in  his  acquisition  fund, 
may  find  frustration  a  thing  of  the 
past .  WM 
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DURING  THE  RECESSION 
MANY  COMPANIES  HAVE  TAKEN  A  BAT] 
FORTUNATELY,  WE'VE  GOT  JACUZZI. 


At  Hanson,  we've  always  sought  to  own  companies  that 
offer  the  highest  possible  comfort  level,  even  in  the  most 
stressful  financial  times.  And  what  could  be  more  in  keeping 
with  our  philosophy  than  a  company  whose  products  actually 
reduce  stress? 

\'Vhicli  is  why  in  1987  we  added  Jacuzzi  to  our  holdings 
that  also  include  Farberware,  Peabody  Coal  and  Tommy 
.Armour  golf  equipment. 

And  while  we  may  not  be  as  well-known  as  some  of  the 
businesses  we  own,  our  investors  are  quite  familiar  with  our 
track  record.  Which  is  among  the  most  enviable  in  modern 
financial  history. 

For  example,  over  the  last  28  years  our  earnings  per  share 


have  grown  at  an  annualized  rate  of  19%.  While  our 
dividend  yield  at  year-end  was  6.3%. 

And  since  being  listed  on  the  New  York  Stock  Exchanj 
1986,  our  revenues  have  soared  to  $15  billion  and  net  income 
nearly  tripled. 

We  attribute  our  success  to  a  management  philost 
steeped  in  conunon  sense.  Which  is  why  so  many  of  our 
nesses  provide  essential  services  and  basic  goods. 

Of  course,  we  realize  that  a  lot  of  people  may  not  con 
a  Jacuzzi  whirlpool  bath  particularly  basic  or  essential. 

But  in  these  stressful  times,  it's  becoming  almost  as 
£is  water. 

For  a  copy  of  Hanson's  jVnnual  Reix>rt,  call  1-800-8-HANS 


HANSON 


AGGREGATES      CHEMICALS  COAI 


CONSTRUCTION  &  BUILDING  PRODUCTS      FOREST  PRODUCTS  TOBA 


BY  ERIC  S.  HARDY  M 


The  overall  market 


does  the  bull  market  keep  going 
'hen  price/earnings  multiples  are 
and  the  economy  is  soft?  Simple, 
Advest  research  director  John 
ighnessy.  Modest  inflation  is 
ing  investors  away  from  precious 
lis  and  real  estate,  while  low 
inal  interest  rates  are  keeping 
1  away  from  fixed  income  invest- 
ts.  Equities  are  all  that's  left. 
It  there's  danger  here.  Investors 
Id  focus  on  real — not  nominal — 
est  rates;  at  around  3%  on  long- 
Treasurys,  real  rates  are  not  par- 
arly  low,  and  do  not  justify 
y's  high  stock  prices, 
's  not  easy  to  find  bargains  these 
,  but  Shaughnessy  does  recom- 
d  two  small-company  stocks: 
m  Telephonies  (recent  price,  12; 
16),  which  manufactures  fax  and 
em  hardware  for  personal  com- 
rs;  and  RehabClinics  (recent 
20;  P/E,  56),  which  owns  179 
ical  therapy  clinics. 


pecial  focus 


th  AT&T  paying  a  hcft>'  price  to  acquire 
:Caw  Cellular,  cellular  stocks  cannot  be 
d  cheaply.  A  compromise  play  is  to  buy 
ires  of  a  regional  phone  company  that 
ns  cellular  properties.  Alltel,  for  exam- 
:.  It's  the  12th-biggest  cellular  operator 
the  U.S.,  with  7.6  million  potential  cus- 
Tiers. 

Cellular  assets 


Company 

P/E 

POPS 

(mil)*  1 

Alltel 

23 

7.6 

Ameritech 

18 

21.4 

Century  Telephone  Ent 

21 

5.6 

GTE 

20 

54.2 

Pacific  Telesis  Group 

25 

33.0 

Rochester  Telephone 

22 

1.4 

So  New  Eng  Telecom 

15 

3.3 

Sprint 

31 

15.9 

.-4 

The  Barra  All-US  price  index  as  of  9/16/93 


12-month  closeup 


Closeup  on  the  market 


%  change  from 


Index  or  Investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

-0.7  % 

I 

12.1  % 

-0.9% 

S&P/Barra  Growth  index 

-1.2 

■ 

1.8 

-4.4 

S&P/Barra  Value  Index^ 

0.5 

1 

22.9 

-0.7 

Dow  Jones  Industrials 

0.1 

1 

9.5 

-0.6 

S&P  500 

-0.4 

1 

9.4 

-0.9 

NYSE 

-0.5 

1 

10.4 

-0.8 

Nasdaq 

-1.2 

25.9 

-1.3 

Amex 

-1.6 

17.8 

-1.7 

EAFE^ 

-1.3 

26.4 

-7.3 

CR6  futures  index 

-0.7 

■ 

6.1 

-21.3 

Gold  (Comex  spot) 

-3.0 

1.4 

-29.8 

Yen  '(per$US) 

-1.3 

■ 

-16.0 

-36.3 

Oil '  (W  Texas  Intermediate) 

-5.4 

-24.7 

-59.2 

The  best  and  worst  performing  stocks^ 


The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Tire  &  rubber 

9.6% 

15.9% 

Oilfield  services 

-8.3% 

18.2% 

Household  products 

5.5 

7.0 

Misc  mining,  metals 

-6.6 

-16.7 

Motor  vehicles 

5.2 

16.3 

Coal  &  uranium 

-6.3 

-11.4 

Beverages 

4.6 

15.3 

Precious  metals 

-6.1 

35.8 

Containers 

4.2 

-7.3 

Health  care 

-5.0 

-19.8 

Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993 
EPS' 

Total  Pharmaceutical  Care 

21  Va 

67% 

$1.15 

Greenwich  Pharms 

2V8 

-51% 

$-0.50 

United  Cos  Financial 

63 

37 

3,91 

Nature  Food  Centres 

12 

-39 

0.63 

Cyrk 

16  3/4 

29 

NA 

Continental  Airlines 

20 

-30 

-5.00 

Presstek 

233/4 

28 

0.63 

FHP  IntI 

183/4 

-27 

1.29 

Valley  Bancorporation 

373/4 

28 

2.32 

Borland  IntI 

131/2 

-27 

0.89 

Potential  number  of  cellular  operating  customers. 
Source:  Value  Line. 

lata  for  period  ending  9/16/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
i.  ADRs,  REITs  and  closed-«nd  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
s  grovrth.  -  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  pnce-to-book  ratios,  high  yields  and  low  price-to-earnmgs  ratios.  » A  dollar-denominated  capitalization-weighted 
f  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective,  "  Index  of  21  commodity  futures.  ''Source:  Knight-Ridder 
al  Information.  'During  the  last  two  weeks,  'Estimate,  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc, « Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
ly  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  m  two  or  more  groups,  NA:  Not  available  Principal  source:  Barra,  Inc,  Berkeley,  Calif. 
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BY  GUSTAVO  LOMBO 


Foreign  vs.  U.S.  markets 

$160 

Value  of  $100  invested  8/31/90 
S&P  500 

130 


100 


'90  '91 

■92 

'93 

As  of  8/31/93: 

S&P  500: 

EAFE:  1 

P/E: 

23.9 

34.3  I 

Yield: 

2.7% 

1.9%  1; 

Price/book: 

3.2 

2.1  \ 

Developed  markets 


Emerging  markets 


Total  return' 

Total  return' 

Market 

3  months 

12  months 

P/E 

3  months 

12  months 

P/E 

New  Zealand 

26% 

52% 

21 

International  Finance  Corporation  indexes 

Austria 

15 

15 

62 

IFC  Investable^ 

15% 

34% 

17 

Spain 

14 

16 

IFC  Global' 

8 

21 

19 

Australia 

12 

1  O 

ly 

Market 

Finland 

12 

/  / 

INM 

Indonesia 

26 

42 

21 

Belgium 

-1 

4 

18 

India 

23 

NA 

29 

Canada 

-1 

3 

NM 

Argentina 

22 

14 

23 

Hong  Kong 

2 

34 

15 

Venezuela 

-18 

-50 

16 

Denmark 

2 

1 

NM 

Korea 

-13 

14 

22 

United  States 

4 

14 

22 

Taiwan,  China 

-12 

-1 

22 

New  Zealand's  tiny  stock,  market  ($22  billion  capitaliza- 
tion) outperformed  all  other  developed  markets  during 
the  past  three  months,  with  a  U.S.  dollar  return  of  26%. 
Why?  Because  the  country  seemed  to  be  menciing  its  anti- 
capitalist  ways.  But  watch  out,  says  Peter  Oppenheimer, 
an  international  investment  strategist  at  the  London  bro- 
kerage James  Capel:  The  economic  reforms  may  not  last. 
The  investment  climate  will  change  for  the  worse  if  con- 
servative Prime  Minister  James  Bolger  loses  the  upcom- 
ing election  to  the  opposition  labor  part}'.  Bolger  is  lag- 


ging in  recent  polls. 

If  not  New  Zealand,  then  where?  Europe.  Europe 
stocks  will  gain — as  did  their  counterparts  in  the  U.S 
w  ith  falling  interest  rates,  Oppenheimer  says.  He  is  p 
ticularly  optimistic  about  the  U.K.  "Corporate  prol 
there  will  benefit  both  from  an  end  to  the  European  rec 
sion  and  from  cost-cutting  measures,"  sa)'s  Oppenhein^ 

On  his  list  of  recommendeci  stocks:  Abbey  Nationa 
commercial  bank,  and  Amersham  International,  a  hea 
care  company. 


Who's  hot 


Who's  not 


Company/country 

Business  Price 

3-month 
price 
change 

P/E 

SIP/italy 

telecommunications  2Vi 

68% 

45 

United  Engineers/Malaysia 

machinery  &  equip    3^  ^ 

46 

41 

Astec/UK 

elect  &  electron  1'''4 

45 

30 

Vallourec/France 

machinery  &  equip  41% 

44 

44 

Parmalat  Finanziaria/ltaly 

food  processing        1  \% 

42 

35 

Cheap  foreign  stocks 

Company/country 

Business  Price 

Earnings 

P/E 

Banco  Popular/Spain 

banking  122i/8 

$13.48 

9 

Iberdrola/Spain 

utility  6 

0.54 

11 

SmithKline  Beecham/UK 

health  care  6% 

0.43 

15 

Societe  Generale/France 

banking  112'/8 

7.18 

16 

Hoechst/Germany 

chemicals  167'-3 

10.12 

17 

Company/country 

Business 

Price 

3-month 
price 
change 

P 

Berjaya  Leisure/Malaysia 

leisure  &  tourism 

11/4 

-20% 

2 

Goldschmidt/Germany 

chemicals 

396 

-19 

i 

First  Leisure  Group/UK 

leisure  &  tourism 

4V8 

-17 

1 

Hazama/Japan 

construction 

4'/2 

-17 

2 

Risanamento  Napoli/ltaly 

real  estate 

26 '/4 

-17 

4 

High-yielding  foreign  stocks 

Company/country 

Business 

Price 

Yield 

P 

Sime  Darby/Hong  Kong 

trading 

1^8 

8.6% 

1 

Eiffage/France 

construction 

197V8 

8.4 

1 

Goodman  Fielder/Australia 

food  processing 

1 

7.0 

1 

Hillsdown  Holdings/UK 

food  processing 

2V2 

6.6 

i 

Wereldhave/Netherlands 

real  estate 

58% 

6.6 

1 

Note:  All  data  for  period  ending  8/31/93.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  ^Shows  price  return  on  the  EAFE  index  of  European,  Austra 
New  Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  ^Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested 
subtracting  foreign  withholding  tax.  'Index  of  stocks  available  to  foreign  investors.  "Index  of  stocks  available  to  foreign  and  domestic  investors.  NA:  Not  available.  NM: 
meaningful.  Principal  source:  Morgan  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corporation. 
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'Wo  matter  how  weUyou 
iihikyou''re performing  the 
only  true  measure  of 
success  is  ^ 

final  score. " 

Atnold  Palmer 
PNCBank 
Customer 


At  PNC  Bank, 
we  measure 
our  performance  by 
how  we  perform 
for  you. 

Customer  service  is  important  in 
any  business  these  days.  You've  got 
to  deliver  the  right  product,  in  the 
right  way,  at  the  right  time. 
That's  why  PNC  Bank  relationship 
officers  have  the  authority  to  make  deci- 
sions locally.  And  the  resources  of 
America's  10th  largest  banking  company. 

And  at  PNC  Bank,  we're  committed 
to  continuous  improvement 
in  customer  service.  We 
conduct  a  systematic  and 
on-going  survey  of  every 
corporate  customer.  For 
an  in-depth  evaluation  of 
every  support  team,  every 
operating  group,  right 
down  to  every  individual  officer 

We  want  you  to  tell  us  how  we  are 
doing.  And  if  there's  room  for 
improvement,  or  a  need  for  a  change, 
we  want  to  know  that  too. 

At  PNC  Bank,  we  value  our  relationship 
with  over  70,000  American  businesses 
of  all  sizes.  But  the  most  important 
measure  of  our  performance  isn't  how 
many  customers  we  have.  It's  how  well 
we  perform  for  you. 

PNCBANK 

Where  Perforifmnce  Counts 


int runup 

EDITED  DY  JASON  2WEI6 


Sponsors  of  closed-end  funds  love  rights  offerings. 
They  are  a  way  to  extract  additional  capital  from 
investors.  For  investors,  they  are  a  mixed  blessing. 

The  rights  stuff 


By  Mary  Beth  Grover 

Unlike  open-ended  mutual  flinds, 
closed-end  investment  companies  do 
not  continuously  offer  their  shares  to 
the  public,  but  they  can  and  do  raise 
new  money  from  time  to  time  by 
issuing  rights.  Rights  are  pieces  of 
paper  entitling  existing  shareholders 
to  buy  atiditional  shares.  Since,  in 
almost  all  cases,  the  right  is  to  buy  at  a 
price  a  bit  below  the  market  price,  the 
offering  is  going  to  be  heavily  sub- 
scribed, unless  the  shareholders  n 
are  sound  asleep  when  the 
rights  are  handed  out.  Share - 
holciers  who  don't  want  the  ad- 
ditional stock  sell  the  rights, 
assuming  the  rights  are  transfer- 
able. If  the  rights  are  non- trans- 
ferable, holders  can  always  exer- 
cise the  rights  and  then  dump 
some  of  their  stock. 

Rights  have  gotten  to  be  a  fad 
of  late.  Since  the  beginning  of 
1992  some  25  closed -ends  have 
raised  $1.9  billion  through 
rights  offerings,  according  to 
Securities  Data  Company. 
Thus,  the  $792  million  Gabel'li 
Equit)'  Trust  hauled  in  $93  mil- 
lion of  additional  capital 
through  a  rights  offering  in  July 
1993.  The  Mexico  Fund  was  aiming 
to  gather  $189  million  when  rights 
were  exercised  in  mid-September. 

Consider  this  simple  example.  A 
closed-end  is  trading  at  10,  rights  get 
handed  out  at  the  rate  of  one  right  for 
each  share,  and  each  right  entitles  the 
holder  to  buy  one  adciitional  share  at 
8.  How  nice.  It's  like  an  extra  divi- 
dend, isn't  it.' 

We  hate  to  disillusion  our  readers, 
but  the  rights  offering  is  nothing  of 
the  sort.  Shareholders  aren't  any  rich- 
er as  a  result  of  this  rights  distribution. 
Here's  why: 

Supposing  the  company  previously 
had  10  million  shares  outstanding 


with  an  asset  value  of  $  1 0  a  share,  for  a 
total  of  $100  million.  After  the  rights 
offering  it  will  have  20  million  shares, 
but  since  the  rights  offering  brought 
in  only  $80  million,  total  assets  will 
rise  only  to  $180  million;  thus  the 
asset  value  will  drop  to  $9  and  the 
stock  will  drt)p  accordingly. 

What  the  rights  offering  gave  share- 
holders, then,  was  $9  in  stock  and  $1 
worth  of  rights  where  previously  they 


had  $10  worth  of  stock. 
A  wash. 

But  note  the  coercion  in  this  deal. 
Shareholders  may  have  serious  mis- 
gix'ings  about  whether  the  manage- 
ment of  this  fund  can  intelligently 
invest  another  $80  million.  They  will, 
however,  either  participate  or  sell 
their  rights  to  new  inxestors,  since 
that  is  the  only  way  to  avoid  a  loss  of 
$1  a  share. 

All  of  this  leaves  some  inx'estors  \  er\' 
unhapp)'.  "This  is  real  arm-twisting," 
grouses  Merrill  Lvnch  closed-end  an- 
alyst Stuart  Goldberg.  Ronald  Olin, 
who  manages  $125  million  in  closed- 
enci  shares  at  the  Asheville,  N.C.  firm 


Deep  Discount  Advisors,  comp) 
about  Wall  Street's  involvemen 
the  process.  Some  rights  issuers 
paying  out  millions  in  underwri 
commissions  to  have  brokerage  fi 
manage  the  offerings,  Olin  says, 
the  money  is  just  wasted.  If  you 
giving  away  $9  shares  for  $8,  why 
a  broker  to  pitch  the  deal? 

There's  something  else  that  b< 
ers  fund  investors.  If  the  fiind  is  t 
ing  at  a  discount,  a  rights  o; 
ing  logically  should  make  tl 
poorer. 

Consider  this  hypothe 
example.  Closed  End  Inc. 
net  asset  value  of  $10  a  sh 
but  it  trades  on  the  New  'i 
Stock  Exchange  at  9V2 — th: 
at  a  5%  ciiscount.  It  could  be 
discount  for  a  variet}'  of 
sons — mediocre  managem 
say,  or  U.S.  investor  skeptit 
about  an  overseas  bourse  it 
cializes  in. 

The  manager  announce 
rights  offering.  For  everv'  si 
you  own  now,  you  can  get 
other  at  the  bargain  price  of 
Rights  will  be  handed  ou 
shareholders  of  record 
month  hence. 

What  does  the  share  price  dc 
response  to  this  announcement.' 
would  expect  it  to  dive,  opening 
next  day  at  9V8. 

Why}  It's  fair  to  assume  that 
same  5%  discount  will  apply  after 
rights  are  exercised.  And  after  the\ 
exercised,  the  net  asset  \  alue  per  si 
is  going  to  be  $9  ($10  of  old  ca^ 
plus  $8  of  new,  divided  by  2).  So 
predictable  that  the  shares  will  trac 
$8.55  when  the  dust  settles.  Pec 
exercising  the  rights  will  get  tl 
$8.55  shares  at  a  price  of  $8,  so 
rights  are  going  to  be  worth  55  ce 
That  makes  the  old  shares  wc 
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Morningstar  Mutual  Funds 


piring 

the  detail  it  offers. ' 


Kenneth  L.  Fisher 
Forbes 


EXCLUSIVE  FEATURES: 

1.  ANALYST  REVIEWS 

Our  written  evaluations  don't 
pull  punches.  We  study  the 
numbers,  interview  the  manager, 
and  then  tell  you  the  reasons 
behind  a  fund's  performance. 

2.  STAR  RATINGS 

For  many  investors, 
Mornlngstar's  proprietary 
rating  system  has  become 
a  trusted  indicator  of  how 
well  a  fund  has  balanced 
risk  and  return:  Only  the  top 
10%  of  funds  earn  five  stars. 

3.  STYLE  BOXES 

Two  funds  that  have  the  same 
investment  objective  may  have 
dramatically  different  strategies. 
Our  style  boxes  cut  through 
promotional  hype  to  reveal  a 
fund's  true  investment  style. 


Morningstar  Mutual  Funds  is  the  one 
source  that  combines  comprehensive 
data  with  unbiased  analysis. 

Every  day,  more  than  40,000  investors  rely 
on  us  to  help  them  make  better  mutual-fund 
investment  decisions. 

Complete  Coverage  of  1,240  Funds 

Morningstar  Mutual  Funds  covers  diverse 
funds — load  and  no-load,  equity  and  fixed- 
income — so  you  can  track,  analyze,  and  compare 
a  wide  range  of  investment  options. 

Full-Page  Reports,  Including  450 
Key  Statistics,  for  Every  Fund 

Our  one-fund-per-page  format  gives  you  instant 
access  to  vital  information.  Every  page  offers 
rankings,  risk  levels,  historical  returns,  portfolio 
holdings,  an  analyst  evaluation,  and  much  more. 


All  The  Resources  You  Need  to 
Make  Sense  of  the  Market 

When  you  order,  you'll  receive  a  hardcover 
binder  filled  with  the  1 0  most  recent  issues — 
more  than  1 ,300  pages.  In  addition,  we  provide 
you  with  toll-free  access  to  our  Product  Support 
staff  for  person-to-person  assistance. 

Every  Two  Weeks  You'll  Receive: 

•  An  insightful  commentary  that  evaluates 
trends  and  new  developments  in  the  market. 

•  A  32-page  report  that  summarizes  the  current 
performance  of  all  funds  covered  and  lists  the 
top  performers  in  each  investment  category. 

•  A  new  issue  with  more  than  120  updated, 
full-page  fund  reports. 


lomingstar  is  fully  mdependeni  To  ensure  that  our  evaluations  are  unbiased,  we  don't  sell  funds,  manage  money  accept  advertising, 
"  provioe  consulting  services  for  fund  companies  Fur  more  information  call  us  <jl  800-876-5005 


Risk-Free  Offer:  3  Months  for  $55 

If  you  haven't  subscribed  to  Morningstar 
Mutual  Funds  in  the  past  2  years,  you  can  try 
it  for  3  months  for  only  $55,  We're  offering 
this  special  trial  price  to  let  you  see  for  yourself 
how  Morningstar  can  help  you  make  informed 
mutual-fund  decisions.  If  you're  not  completely 
satisfied,  simply  return  the  materials  within  30 
days  for  a  prompt  refund.  It's  risk  free! 

To  order  call: 

800-876-5005  •  AFB-IVIB-3J 

Or  send  a  check  along  witfi  this  ad  to  Morningstar, 
53  W  Jackson  Blvd  .  Chicago  IL  60504 


THtlUHPS 


Some  money  market  investors  are  reaching 

all  the  way  to  Mexico  City  in  search  of  a  15%  return, 

Before  you  join  them,  understand  the  risks. 

Crossing 
the  border 


$8.55  plus  55  cents,  or  $9.10,  just 
before  the  rights  are  handed  out.  On 
the  day  the  shares  go  ex-dividend — 
that  is  ,  jtist  after  the  rights  are  mailed 
off — the  share  price  should  fall  from 
$9.10  to  $8.55. 

To  sum  up  what  is  going  on  here:  If 
a  dollar  in  the  hands  of  a  particular 
fimd  operator  is  worth  only  95  cents, 
then  on  the  day  that  this  operator 
comes  up  with  a  scheme  to  raise  more 
money,  people  are  suddenly  poorer. 

The  same  magnifying  process 
should  work  in  reverse.  If  a  closed- 
end  fund  trades  at  a  5%  premium 
because  of  the  perceived  brilliance  of 
its  manager,  the  mere  announcement 
of  a  rights  offering  ought  to  make 
existing  shareholders  richer.  In  the- 
ory, they  are  part  of  a  privileged  class 
that  can  send  off  a  dollar  to  the  smart 
manager,  figuring  that  it  will  be  worth 
$1.05  as  soon  as  it  arrives. 

Sometimes,  the  market  reacts  just 
as  you  would  expect.  Thus,  Berg- 
strom  Capital  was  trading  at  a  hefty 
premium  in  October  199 1,  when  it 
announced  a  rights  offering;  this 
perked  up  the  stock  a  bit. 

If  such  effects  are  not  more  consis- 
tently observable,  it's  because  timds 
typically  call  for  the  issuance  of  one 
new  share  for  every  three  or  five  or  ten 
owned  (rather  than  one  for  one), 
diluting  the  effect.  In  our  hypotheti- 
cal example  with  the  ciiscount  fund,  a 
one-for-three  ratio  ought  to  cause  a 
share  price  collapse  of  1 3  cents  instead 
of  40  cents. 

What  can  investors  do  to  protect 
themselves?  If  you  could,  you  might 
confine  your  investing  to  closed-ends 
that  historically  have  not  done  rights 
offerings  when  their  shares  are  at  a 
discount.  Two  that  fit  the  bill  are 
Zweig  and  Bergstrom;  alas,  you  have 
to  pay  a  premium  to  get  in. 

The  next  best  thing  is  to  grin  and 
bear  it.  If  you  retain  your  confidence 
in  the  management,  exercise  the  right 
so  as  to  preserve  your  investment 
against  dilution.  Or:  Sell  the  rights  as 
soon  as  they  are  distributed.  Do  ap- 
portion some  of  the  cost  basis  in  your 
fund  shares  to  the  rights  in  order  to 
minimize  your  capital  gain. 

If  you  are  disgusted  with  manage- 
ment, sell  out  immediately  after  the 
rights  announcement.  Don't  wait  for 
the  distribution,  or  you  will  have  to 
place  two  trades  with  your  broker.  ■■ 


By  Joel  Millman 

Savers  fondly  remembering  the 
double-digit  money  market  yields  of 
the  early  1980s  are  getting  pretty 
desperate  these  days.  Some  are  send- 
ing checks  off  to  Mexico,  hoping  to 
get  their  money  back  with  1 0%  to  1 5% 
interest. 

Forgotten  in  the  euphoria  over 
Mexico's  sharp  turn  toward  fiscal  re- 
sponsibility is  the  shabby  treatment 
savers  got  from  the  Mexican  govern- 
ment in  the  past,  when  Mexico  froze 
dollar-denominated  deposits  in  Mex- 
ican banks,  then  forced  depositors  to 
convert  those  dollars  into  pesos  at  an 


artificially  low  conversion  rate. 

No  question:  Today's  Mex 
government  is,  if  anything,  more 
sponsible  than  any  of  its  predeces' 
But  there  nevertheless  remain  at  I 
three  major  ways  for  you  to  lose  n 
ey  in  a  Mexican  money  fiind: 

■  The  peso  could  be  drastically  dt 
ued — unlikely  in  today's  condit 
but  possible. 

■  The  borrowers  who  hav^e  issued 
lous  purchased  by  the  fund  coulc 
bankrupt. 

■  The  fund  operator  could,  just  pc 
bly,  embezzle  your  money. 
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riba,  arriba 


id/distributor 

imil/Obsa-Serfin 
or/interacciones 
asa/Operadora  de  Fondos  Lloyd 
afe/Casa  de  Bolsa  Arka 
=xin/Casa  de  Bolsa  Mexival 

pesos,  net  of  management  fees,  as  of  Aug.  31. 


ju-uay 

RcdBmption 

nil  In  imi  em 

MAU 
INMV 

Telephone 

yield' 

at  NAV 

% 

investment 

status 

14.4% 

same  day 

36.4% 

$100,000 

fixed 

011-528-318-4400 

14.4 

same  day 

19.0 

32.000 

fluctuating 

011-525-264-1800 

12.5 

same  day^ 

13.2 

321 

fixed 

011-523-621-9050 

16.7 

same  day 

5.0 

8,000 

fluctuating 

619-456-3553 

17.5 

same  day 

17.5 

6,400 

fixed 

011-525-208-2044 

^For  $18,000  or  less;  24  hours'  notice  required  for  larger  amounts. 


!  is  a  sample  of  no-load  money  market  funds  run  by  Mexican  brokerage  firms. 
LV  fluctuates,  writing  checks  or  closing  the  account  may  make  you 
e  for  U.S.  capital  gains  tax. 


3  these  are  not  strictly  money 
ket  substitutes.  They're  more  like 

V  bond  tlinds. 

>espite  the  risks,  the  yields  are 
ainly  attractive.  Alberto  Hanono, 
>  coordinates  mutual  fund  cover- 
for  Mexico  City's  daily  El  Finan- 
9,  tracks  more  than  150  Mexico- 
;d  money  market  funds,  some 
1  annualized  yields,  in  pesos,  as 
1  as  22%.  These  flmds  cannot  le- 

V  promote  themselves  in  the  U.S. 
the  word  gets  out.  One  such  fund 
n  by  Operadora  de  Fondos  Lloyd, 
iuadalajara  firm  founded  by  an 
erican  businessman.  It  has  6,000 
igo  investors — 4,000  in  the  U.S., 
rest  retirees  living  in  Mexico — 
receiving  monthly  statements  in 
;lish . 

1  the  past  year  the  peso  has  been 
y  strong,  falling  less  than  2% 
inst  the  dollar.  But  note:  An  ex- 
ne  devaluation  of  the  peso — say, 
) — would  saddle  you  with  a  capital 
that  would  more  than  wipe  out  a 
5  yield.  The  currency  loss  would, 
k'ever,  receive  favorable  treatment 
n  ordinary  loss. 

Jext,  you  have  portfolio  risk,  quite 
rt  from  what  happens  to  the  peso, 
s  is  a  mostly  theoretical  risk  in  U.S. 
ney  fimds,  which  are  compelled  by 
urities  &  Exchange  Commission 
;s  to  maintain  portfolios  of  very 
h  grade  paper  with  a  90-day  maxi- 
m  average  maturity, 
^lot  so  in  Mexico  City.  Indeed, 
riy  Mexican  money  hands  don't 
n  attempt  to  maintain  a  stable 
re  value.  Maturities  in  some  funds 


can  run  two,  even  three,  years.  If  you 
do  take  the  plunge,  you  should  tiy  to 
get  a  fund  with  a  fairly  short  maturity 
and  a  high  concentration  of  the  Mexi- 
can government  treasury  certificates 
called  cetcs.  A  sovereign  debtor  can 
default,  too — but  is  presumably  less 
likely  to  do  so  than  a  little  cement 
company. 

What  about  embezzlement.^  It's 
not  possible  to  quantify  this  risk,  but  it 
does  seem  pretty  remote.  With  the 
Mexican  economy  so  heavily  depen- 
dent on  capital  inflows  from  abroad, 
the  government  will  do  everything  it 
can  to  protect  foreign  investors.  Still, 
an  investor  doesn't  have  all  the  safe- 
guards in  Mexico  that  he  would  have 
in  an  SEC-registered  U.S.  mutual 
fund.  Financial  regulation  is  more 
rudimentar)'  south  of  the  border.  So 
stick  to  the  most  reputable  brokers 
and  banks,  such  as  Banacci,  Obsa- 
Serfin  and  Bancomer. 

So  much  for  risks.  What  about 
costs.^  Management  fees  can  be  high 
and  difficult  to  uncover;  they  appear 
to  range  up  to  1.5%  of  assets  annually. 
Mexico  lags  far  behind  the  U.S.  in 
financial  disclosure.  Only  last  April 
did  the  Comision  Nacional  de  Valores 
(the  Mexican  equivalent  of  the  SEC) 
license  an  independent  company, 
Consultores  en  Valuacion  de  Activos 
Financieros,  to  track  the  returns  of 
mutual  funds. 

As  for  liquidit)':  Some  ftinds  re- 
deem shares  at  net  asset  value  only 
once  or  twice  a  week,  not  daily  as  U.S. 
hinds  do.  Minimum  investments  run 
as  much  as  $100,000  for  the  blue- 


chip  fi.inds  (see  table). 

Getting  into  a  Mexican  fiind  is  no 
siesta.  Because  they  are  not  registered 
with  the  SEC,  Mexican  money  market 
funds  cannot  be  directly  marketed  in 
the  U.S.  Gringos  are  free  to  buy  them 
unsolicited,  but  that  takes  some  do- 
ing. You  may  be  able  to  get  informa- 
tion from  the  Mexican  firms'  U.S. 
offices.  In  many  cases,  you'll  have  to 
call  Mexico  City  or  Monterrey.  It 
helps  to  speak  Spanish. 

Once  you  hll  out  the  application 
form,  you  will  need  to  send  proof  of 
citizenship  (such  as  a  photocopy  of 
your  passport)  and  a  personal  or 
cashier's  check  in  U.S.  dollars  to  the 
fiind  manager  in  Mexico.  Bear  in 
mind  that  the  Mexican  hind  will  skin 
you  a  bit — say,  1%  to  3% — on  the 
currency  conversion. 

Most  of  the  large  Mexican  funds 
already  have  U.S.  investors  and  will 
send  monthly  statements  (usually  in 
Spanish,  but  you  can  request  them  in 
English)  by  mail. 

One  last  thing  to  think  about:  your 
tax  return.  If  you  open  a  Mexican 
account  of  $10,000  or  more  with  a 
broker  or  fund,  you  will  probably 
have  to  tile  form  TD  F  90-22.1  with 
the  Treasury  Department.  It's  not  a 
crime  to  have  the  account,  but  it  is  a 
crime  not  to  mention  it  on  your  tax 
return. 

Our  advice:  Don't  put  your  last 
dollar  into  Mexican  money  market 
hinds;  but  if  you  don't  mind  the 
hassle,  they  aren't  a  bad  place  to  park  a 
small  part  of  your  nest  egg  as  a  way  of 
enhancing  your  average  yield.  H 
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Although  the  McCooey  brothers  and  their  sister 


have  always  been  reminded  of  their  striking  similarities, 
it  is  their  differences  they  have  always  insisted  on. 

It  is  no  wonder  then,  that  each  owns 
A  different  Waterman  pen.  For  while  style  is  key, 

INDIVIDUALITY  IS  STILL  EVERYTHING. 


WATERMAN  m 

There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


MONEY  &  INVESTMENTS 


len  the  next  bear  market  in  munis  arrives,  be  very 
eful  about  buying  discounted  issues.  Some  of  your 
mtual  return  will  be  taxable  as  ordinary  income. 

['ax  exempt.^ 
^ot  quite. 


BENWEBERMAN 


/eberman  is  a  columnist 
RBES  magazine. 


RE'S  A  TRAP  in  the  Clinton  tax  act 
will  be  costly  for  muni  bond 
stors  who  buy  discounted  bonds, 
il  now,  individuals — and  mutual 
Is  serving  individuals — have  been 
to  sell  appreciated  municipal 
ds  to  generate  a  capital  gain,  taxed 
w  rates.  No  more.  The  1993  tax 
changes  a  portion  of  these  gains 
1  capital  gains  subject  to  a  28% 
(if  you  have  held  for  at  least  a 
)  into  ordinar)'  income  taxed  at 
J  up  to  39.6%.  The  ordinary  in- 
e  portion  is  related  to  the  "'mar- 
Jiscount"  on  the  bond  when  you 
ght  it. 

xample:  A  bond  with  a  par  value 
00  ( and  an  issue  price  of  1 00 )  and 
iturity  20  years  hence  falls  in  price 
8.  If  you  buy  at  88  and  hold  to 
uriry,  you've  got  a  12 -point  gain 
ble  at  high,  ordinary-income 
5.  You  declare  the  income  when 
unload  the  bond,  or  sooner  if  you 
t  to  amortize  the  pain.  If  you  hold 
10  years,  the  first  6  points  of  your 
tal  gain  will  be  ordinary  income, 
ming  a  straight-line  amortization 
hod. 

hink  about  that  the  next  time  the 
d  market  takes  a  spill  and  you 


want  to  make  a  bet  on  a  rebound  by 
buying  a  discounted  bond.  Some  of 
your  eventual  return  will  be  taxable  as 
ordinary  income,  assuming  you  buy 
below  par  and  hold  for  any  apprecia- 
ble length  of  time. 

And  there  will  be  a  spill,  I  think.  I 
see  a  coming  bond  bear  market  that 
will  hit  within  two  years  and  take  the 
yield  on  long  general  obligation 
munis  from  a  recent  5%  to  as  high  as 
6%  or  7%. 

When  the  crash  comes  and  you 
want  to  buy,  be  picky.  Other  things 
being  equal  (namely,  credit  quality 
and  yield  to  maturity),  you  want  to 
buy  the  muni  with  the  highest  price. 
Better  to  buy  a  high-coupon  issue 
that  has  crashed  from  a  premium  price 
of  110  down  to  100  than  a  low- 
coupon  issue  that  has  crashed  from 
1 00  down  to  90.  Buy  the  latter,  and  as 
much  as  10  points  of  your  "tax-ex- 
empt'''' return  will  have  to  be  declared 
as  ordinary'  income. 

The  people  who  are  most  likely  to 
run  into  a  problem  here  are  the  ones 
who  like  to  speculate  in  zero  coupon 
tax-frees  and,  to  a  lesser  extent,  origi- 
nal issue  deep  discount  bonds.  These 
are  the  bonds  that  react  most  power- 
fully to  interest  rate  changes,  and  are 
therefore  likely  to  be  trading  at  a  deep 
discount  in  a  bear  market. 

For  example,  at  current  interest 
rate  levels,  a  30-year  full  coupon  bond 
would  rise  or  tall  14%  or  so  in  price  for 
each  move  of  1%  in  market  yield.  On 
the  other  hand,  a  30-year  zero  would 
move  about  30%  in  price  for  each 
change  of  1%  in  market  interest  rates, 
assuming  the  bond  is  noncallable. 

The  new  legislation  says  that  the  tax 
increase  doesn''t  apply  to  bonds 
bought  before  May  1 .  That''s  fine,  but 


it  masks  the  real  effect  on  all  discount 
coupon  tax-frees.  Holders  of  securi- 
ties that  have  been  grandfathered  into 
the  old  treatment  will  be  hurt  in  a  bear 
market  because  they'll  get  less  for 
these  issues  when  they  try  to  sell.  New 
buyers  will  be  subject  to  ordinary 
income  on  some  of  their  future  re- 
turns, and,  therefore,  will  insist  on 
paying  less  than  the  going  market  rate 
for  their  purchases,  says  Michael  Ross, 
tax-exempt  bond  analyst  at  Kemper 
Securities,  in  Chicago. 

What  about  the  portfolio  mix  of 
tax-free  mutual  funds.^  Major  alter- 
ations probably  lie  ahead.  The  last 
thing  any  muni  fund  manager  wants  is 
to  pay  out  an  ordinary  income  divi- 
dend. But  it  will  be  necessary  to  de- 
clare such  payments,  sooner  or  later, 
on  bonds  subject  to  the  new  ordinary 
income  treatment. 

The  rules  on  so-called  "market  dis- 
count" bonds  get  pretty  complicated. 
But  here's  the  essence.  Say  after  inter- 
est rates  have  risen  and  prices  have 
dropped,  a  bond  that  was  issued  at  par 
of  100  falls  to  95  and  is  sold  to  a  new 
owner.  If  the  new  owner  holds  until 
maturity  at  100,  he  must  declare  5 
points  of  ordinary  income,  or  $50  per 
$1,000  of  par  value,  at  redemption.  If 
the  new  owner  doesn't  hold  to  matu- 
rity, he  has  to  amortize  the  five  points 
of  potential  gain  over  the  life  of  the 
bond.  If  the  bond  has  five  years  to  rim 
and  he  holds  for  two  years,  two  points 
of  his  gain  on  the  sale  of  the  bond  are 
taxable  as  ordinary  income.  Any  fijr- 
ther  gain  is  a  long-term  capital  gain 
taxed  more  favorably. 

Zero  coupon  bonds  are  trickier. 
The  key  number  is  not  discount  to 
maturity  value  but  discount  to  "ac- 
creted value,"  computed  from  the 
issue  price  and  the  yield  to  maturity  at 
issue  date.  The  idea  is  the  same, 
though.  If  a  runup  in  interest  rates 
following  issuance  sends  the  bond's 
price  tumbling,  then  subsequent  pur- 
chasers of  the  bond  will  have  to  de- 
clare some  of  their  eventual  return  as 
ordinary  income. 

So  Tom  Conlin,  manager  of  the 
$433  million  Strong  Municipal  Bond 
Fund,  says  that  from  now  on  he's 
going  to  stay  away  from  muni  zeros 
that  are  trading  at  a  discount  to  ac- 
creted value.  Why  force  his  sharehold- 
ers to  pay  tax  on  a  return  they  expect 
to  be  tax  exempt.^"  WM 
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When  you  buy  a  growth  stock,  you  are  betting  that 
security  analysts'  earnings  expectations  will  be  on 
the  mark.  But  they  seldom  are. 

Chronically 
clouded 
ciystal  balls 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


High-flying  U.S.  Surgical  dropped 
84%  when  analysts  cut  their  1993 
earnings  estimates  from  $3  a  share  to 
60  cents.  Liz  Claiborne  fell  over  50%, 
to  19,  when  the  consensus  forecast 
was  slashed  from  $2.55  to  $1.80. 
People  who  relied  on  earlier  estimates 
got  clobbered. 

Which  raises  an  embarrassing  ques- 
tion: Just  how  dependable  are  ana- 
lysts' estimates? 

The  answer,  I  am  afraid,  is:  They 
are  utterly  undependable. 

In  a  previous  Forbes  article  (Dec. 
9,  1991)  I  showed  that  analysts 
missed  their  forecasts  by  an  average 
of  over  40%  during  the  1973-90 
period.  Adding  to  the  insult,  the 
estimates  were  made  three  months  or 
less  before  the  end  of  the  quarter 
reported  upon,  and  analysts  could 
make  changes  up  to  two  weeks  before 
its  end. 

Am  I  being  unfair  to  a  hardwork- 
ing crew?  Are  the  analysts  really  that 
bad?  As  an  added  check  1  did  a  study 
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in  collaboration  with  Professor 
Michael  Berry  of  James  Madison 
Universit)^  This  time  we  looked  at 
the  number  of  forecasts  that  fell 
within  a  range  narrow  enough  not  to 
trigger  earnings  surprises.  We  al- 
lowed a  plus  or  minus  1 0%  margin  of 
error  around  actual  reported  earn- 
ings, a  20%  error  band. 

It  was  a  comprehensive  study. 
We  used  a  sample  of  67,375  analysts' 
quarterly  estimates  and  included 
most  of  the  large  stocks  on  the 
New  York  and  American  stock  ex- 
changes between  1973  and  1990.  A 
minimum  of  six  analysts'  estimates 
were  required  to  avoid  distortions 
caused  by  a  few  outlying  forecasts;  as 
mam'  as  20  or  more  estimates  were 
recorded  for  more  widel)'  followed 
companies. 

The  accompanying  chart  summa- 
rizes what  we  found.  It  is  dex  astating. 
The  distribution  of  estimates  clearly 
dashes  any  hope  of  their  being  of 
value  to  investors.  Using  the  plus  or 
minus  10%  range  around  actual  earn- 
ings, we  found  fully  57%  of  the 
67,375  c]uarterly  consensus  estimates 
fell  outside  the  band. 

Tightening  the  range,  as  many  pros 
deem  necessary,  to  an  error  band  of 
plus  or  minus  5%  around  reported 
earnings,  three  out  of  ever)'  four  esti- 
mates fell  outside  the  target  area. 

Of  what  value  are  estimates  that  arc 
seriously  wrong  two-thirds  or  three- 
quarters  of  the  time?  Not  much. 

Investors  should  pay  heed.  We 
have  seen  that  estimates  carefully 
prepared  only  three  months  in  ad- 
vance by  well-paid  analysts  are  noto- 


riously inaccurate.  To  compile 
matters  further,  many  stocks  sell  i 
on  today's  earnings,  but  on  expec 
earnings  years  into  the  future.  Tn 
chances  of  being  on  the  money 
not  much  higher  than  winninj, 
lottery.  Current  investment  pract 
demands  a  precision  that  is  impoi 
ble  to  deliver.  Putting  your  nifx 
on  these  estimates  means  you 
making  a  bet  with  the  odds  stacl* 
against  you. 

The  good  news  is  that  this  \| 
syndrome  of  systematic  analysts' 
rors  provides  contrarian  invest 
with  a  golden  opportunity.  Low-l 
stocks  react  well  to  unanticipated  p 
itive  earnings  smprises  and  don't  1' 
much  ground  when  earnings  tall  sh 
of  predictions  (Forbes,  July  I 
Following  this  strateg}',  you  can  ti 
the  analysts'  Forecasting  Follies 
your  advantage. 

Here  are  a  number  of  issues  t| 
look  good  on  a  contrarian  basis  at  i 
present  time. 

Federal  Home  Loan  Moftfjl 
Corp.  (51 ),  P/E  14,  yield  1 .7%;  G;i 
Westerit  Financial  Corp.  (19),  vij 
4.8%;  Philip  Morris  (47),  P/E  8,  yii 
5.5%;  Tambrands{47),  P/E  19,  yii 
3.2%;  and  U.S.  Surgical {21),  v/^ 
yield  1.4%. 


The  forecasting  follies 


Percentage  of  estimates  outside  range 


5%  10%  15% 

Percentage  (plus  or  minus)  by  which 
analysts  missed  actual  earnings 

Source:  Dreman  Value  Management 


From  1973  through  1990  there  were 
67,375 quarterly  earningsestimatesm; 
by  groups  of  six  or  more  analysts.  Only  < 
in  four  estimates  was  within  5%  of  ad 
earnings.  Even  allowing  for  a  15%  erro 
little  more  than  half  hit  the  target. 
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employees  are  the  power 
source  for  invoking  change... 
and  this  Quality  Cup  award  is 
a  testimony  to  their  efforts" 

—Dan  Moscato,  District  Staff  Manager,  Residence  Marketing  Operation 
New  York  Telephone 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Quality 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  does 
business.  Where  other  awards  may  honor  entire  companies,  only  the  prestigious  Quality  Cup 
honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR-AND  REWARD-YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  used 
total  quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiration 
for  others:  Nominate  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  tive  categories 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1994  RTTAJSA  TODAY  Quality  Cup  Competition  is  November  15. 
If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For  complete  information 
about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 

l-SOO-USAT-RIT 
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By  mid-September  gold  was  almost  back  down  to  where 
it  started  the  year.  Was  the  impressive  spring 
and  summer  rally  just  a  bear  market  trap? 

Go  with  the 
gold  bulls 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 


Newsletters  {Dearborn  Financial  Publishing). 


Nothing  beats  gold  for  sheer  ex- 
citement this  year.  From  the  $330 
level  in  January,  it  rose  to  nearly  $410 
by  early  August  but  by  mid -Septem- 
ber was  back  to  within  a  few  dollars  of 
where  it  started  the  year. 

Let's  put  this  rise  and  retrenchment 
into  perspective:  Gold's  drop  from  its 
August  peak  to  its  current  le\el  was 
almost  as  severe  as  the  stock  market's 
crash  of  1987. 

What  are  the  gold  market  letters 
saying  now.^  In  my  column  oi  June  21 
I  pointed  out  that  the  majority'  of 
gold -market  timers  had  anticipated 
the  rise.  Has  the  decline  quenched 
their  enthusiasm.'  Surprisingly,  no. 
To  be  sure,  the  gold  timers  are  less 
bullish  than  they  were  two  months 
ago  when  gold  was  trading  at  over 
$400.  But  they  still  are  much  more 
bullish  tlian  a  year  ago,  when  gold  was 
trading  at  more  or  less  today's  level. 

There  is  a  reason  for  their  relative 
optimism.  Despite  the  gold  market's 
round-trip,  most  of  the  timing  letters 
are  ahead  for  the  year.  Here's  the 
score:  On  the  assumption  that  the 
gold  timers  were  invested  in  bullion 
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when  in  the  market  and  earned  the  T 
bill  rate  while  out  of  it,  the  ax  erage 
gold  timer  gained  6.5%  through  mid- 
September — ahead  of  a  buy-and-hold 
strategy.  Making  this  c\cn  more  im- 
pressive is  that  these  gold  timers  were 
invested  in  the  market  only  a  fraction 
of  the  time.  So  they  incurred  less  risk 
in  the  process. 

The  gold  timers'  market- beating 
performances  give  added  importance 
to  the  fact  that  so  many  of  them  remain 
bullish,  even  in  the  face  of  gold's  steep 
drop.  In  acitiition,  an  even  more  bull- 
ish consensus  emerges  if  we  focus  on 
those  timers  who  are  not  trend  follow- 
ers. This  more  narrow  focus  makes 
sense,  because  virtually  all  of  the  trend- 
following  systems  have  gone  on  sell 
signals.  But  their  bearishness  just 
means  that  the  short-term  trend  is 
down.  The  strong  majority  of  non- 
trend-following  dmers  are  bullish. 

How  can  they  remain  bullish  on  an 
inflation  hedge  when  intlation  is  so 
low.'  Their  response:  The  alleged  cor- 
relation between  high  inflation  and  a 
gold  bull  market  is  not  ver\'  strong. 
Accorciing  to  Hariy  Browne  of  Harry 
Browned  Special  Reports,  the  correla- 
tion sometimes  is  just  the  reverse.  In 
the  case  of  the  two  "mini"  gold  bull 
markets  during  the  1980s,  "the  infla- 
tion rate  had  been  dropping  when  the 
bull  market  began — and  the  inflation 
rate  continued  to  drop  until  after  the 
bull  market  had  run  its  course." 

Browne  turned  bullish  on  gold  at 
the  beginning  of  this  year.  His  specific 
trading  ad\'ice  at  the  time  was  to  wait 
until  gold  pulled  back  to  the  low 
S300s  before  purchasing  it,  so  he 
coolly  sidestepped  this  year's  roller 
coaster.  He  remains  bullish  on  gold, 
because  he  believes  Clinton's  policies 


will  cause  the  economy  to  go 
hell,"  and  gold,  in  turn,  will  thri\' 

Another  reason  advanced  by 
bullish  gold  timers:  the  worldv 
supply/demand  equation.  Accorc 
to  Dave  Davis  of  Switch  Fund  Tim 
"the  worldwide  supply  of  gold  fi 
mines  is  estimated  to  be  about  2,. 
tons  per  year,  and  is  not  expectec 
increase  above  that  level  for  se\' 
years."  In  contrast,  "the  demand 
gold,  at  3,500  tons  per  year,  exc(. 
mine  supply  and  is  increasing  ra| 
ly."  Even  with  allowance  for  char 
as  gold's  price  fluctuates,  this  is  a ' 
bullish  supply/demand  equation. 

Yet  another  bullish  omen,  accc 
ing  to  many  of  the  gold  timers:  ' 
last  three  months  of  the  year  ha- 
positive  bias.  In  fact,  according 
Davis,  gold  bullion  since  1987 
gained  an  average  of  8%  between  r 
September  and  the  end  of  the  y 
And  this  despite  gold's  being  ir 
ongoing  bear  market. 

The  most  popular  investment  v 
cle  to  take  advantage  of  gold's  exp 
ed  rally:  Invesco's  Strategic  C 
ftrnd,  which  at  the  peak  of  the  rally 
past  August  was  recommended  b] 
fewer  than  nine  of  the  investn 
letters  I  follow.  Recommended 
eight  letters  were  Vanguard's  Spei 
ized  Gold  &  Precious  Metals  1 
and  Fidelit\''s  Select  American  C 
fluid.  The  Invesco  and  Vangi 
•funds  are  no  load,  while  Fidelitx  's 
a  3%  load.  The  Vanguard  ftmd  h 
1%  redemption  fee,  and  Fidelit)''s 
a  0.75%  redemption  fee  if  sold  wi 
30  days  of  purchase. 

I  conclude  from  all  of  this  that 
outiook  for  gold  prices  is  good 
spite  of  the  metal's  frustrating  per 
mance  this  year. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  7WK4 
Ft.  Garland,  CO  81133. 


1  the  Property  Report  required  by  t^ederai  idw  and  read  it  berore  signing  anything  No  Federal  agency  has 
d  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
lent  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
:he  merits  of  such  offenng  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cnslo 
les.  NYA86'  1 53,  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  ments  or  value  Obtain  the  New  Jersey  Public 
ig  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 
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With  less  than  2%  of  the  market  capitalization  of  the 
cable  industry,  microwave  broadcasting  has 
prospects  that  make  the  risks  worth  taking. 

Can  wireless 
compete.^ 


BY  R.S.SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  cliief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


Wireless  cable  companies  operate  in 
a  nascent  industty  with  impressive 
growth  potential.  Along  with  that 
potential  go  all  the  risks  associated 
with  a  startup  enterprise.  Three  firms 
in  the  business  have  come  public  and 
have  seen  their  share  prices  double  or 
triple  from  the  offering  level. 

As  with  any  new  business,  there 
are  serious  risks  here.  And  serious 
opportunities. 

Wireless  cable  companies  broadcast 
into  homes  over  microwave  channels 
instead  of  coaxial  cable.  The  wireless 
system  is  superior  to  cable  in  several 
respects.  The  qualit^'  of  the  signal  is 
typically  more  uniform  and  more  reli- 
able than  cable;  wireless  does  not 
suffer  the  systemwide  outages  that 
plague  hard  cable  systems.  Moreover, 
the  wireless  service  is  cheaper,  with 
capital  costs  averaging  about  $400  to 
$500  per  subscriber,  as  compared 
with  two-to-threc  times  this  amount 
for  cable. 

The  wireless  technology  does  have 
drawbacks,  however.  Conditions  are 
ideal  when  there  is  a  direct  line  of  sight 


between  the  subscriber's  antenna  and 
the  transmitter  of  the  signal.  It  is 
estimated  that  this  limitation  closes 
off,  on  average,  about  20%  of  any 
given  market  to  wireless  ser\'ice.  For 
some,  the  antenna  itself  is  a  problem. 

The  Cable  Television  Consumer 
Protection  and  Competition  Act  of 
1992  was  a  great  spur  to  the  growth  of 
the  wireless  industry.  Essentially  an 
effort  to  introduce  competition  into 
monopolistic  cable  markets,  this  act 
precludes  cable  companies  from  cut- 
ting prices  selectively:  Charges  must 
be  uniform  throughout  the  system. 
The  legislation  also  requires  cable  op- 
erators to  make  programming  more 
widely  available.  Finally,  if  a  wireless 
operator  achieves  a  15%  share  of  a 
market,  the  cable  system  in  that  re- 
gion is  deregulated. 

At  present  about  60%  of  U.S. 
homes  are  wired  for  cable,  and  cable 
firms  have  not  been  successfijl  in  driv- 
ing this  number  significantly  higher. 
Why  not?  Some  consumers  are  unin- 
terested in  what  cable  has  to  offer. 
Others  object  to  the  price. 

With  a  lower-priced,  higher-qualit)' 
service,  wireless  cable  companies 
certainly  have  the  potential  to  gain 
some  share  of  the  market:  Estimates 
range  from  5%  to  20%.  My  guess  is 
toward  the  low  end.  1  think  the  num- 
ber will  not  exceed  10%  within  the 
next  several  years. 

Nevertheless,  for  those  willing  to 
assume  a  high  degree  of  risk,  wireless 
stocks  offer  intriguing  potential.  At 
the  start  wireless  firms  had  a  tough 
time  getting  funds.  But  there  is 
evidence  that  the  tide  is  turning. 
Three  companies  have  gone  public 
and  one  recently  arranged  long- 
term  debt  financing. 


Even  with  the  enthusiastic  rc' 
tion  these  stocks  have  gotten  i 
investors,  the  market  capitalizatio 
the  wireless  industry  remains  sr 
The  three  public  wireless  compa 
are  currently  valued  at  around  S 
million  total,  whereas  the  cable  c 
panics  are  valued  at  $30  billion, 
suming  that  wireless  companies 
end  up  with  a  10%  share  of  the  mai 
one  could  also  reasonably  assume 
the  industry's  capitalization  has  p 
ty  of  room  in  which  to  grow. 

Again  1  warn  investors:  T 
companies  face  many  risks.  In  a 
tion  to  the  normal  pitfalls  of  a  sta 
venture,  all  cable  companies  ope 
in  a  world  where  new  techno 
could  alter  their  business  overnii 
There  are  regulator)'  hurdles 
which  the  decision  in  the  Bell  Al 
tic  case  (allowing  a  local  telepf 
company  to  own  and  operate  a  c 
system  in  its  own  territory)  is  onh 
most  recent  example.  There  are 
risks  of  going  up  against  hea\'y\ve 
competitors.  Finally,  the  marke 
wireless  stock  is  new  and  co 
quently  both  thin  and  volatile, 
investors  who  can  live  with  t 
uncertainties,  wireless  stocks 
like  a  good  bet. 

Peoples  Choice  Television  (38)  i 
potential  market  of  3 . 1  million  he 
holds  in  Tucson,  Houston,  St.  L« 
Baltimore  and  Bridgeport,  C' 
The  company  currently  serv  es  1 3 
subscribers  in  Tucson. 

Preferred  Entertainment 
serves  10,000  to  11,000  of  2.2 
lion  potential  subscribers  in  Chic 

.4c:.s  Enterprises  (43)  serves  20 
to  25,000  subscribers  in  Philadel| 
The  size  of  the  potential  mark 
about  1.5  million  households. 
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RICOH  SHATTERS  THE  BARRIER 


BEIWEEN  PERFORMANCE  AND  ECONOMY 


RICOH  FT 87 80 
Touch  Screen 
Copying  System 


P-^    RICOH  FT 8880 
L-J    Touch  Screen 
Copying  System 


Ricoh  rewrites  the  rules  for  touch 
screen  technology.  Introducing  two  new 
high  volume  copying  systems.  The  FT8880 
and  the  FT8780.  Each  uniquely  versatile.  Both 
surprisingly  affordable. 

Ricoh's  new  high  volume,  touch  screen  copiers 
are  so  easy  to  use  that  they  make  your  entire  com- 
pany more  productive.  And  quick.  80  copies  per 
minute.  A  remarkable  5,050  sheet  capacity  lets  you 
run  far  bigger  jobs  and  just  walk  away.  Three  paper 
sources  make  it  simple  to  make  transparencies, 


if  insert  slip  sheets  and  covers.  And 
!  finish  the  job  with  your  choice  of 
three  stapling  options.  All  program- 
med instantly  at  the  touch  of  a  screen. 
But  the  real  breakthrough  of  the  new  Ricoh 
touch  screen  copiers  is  their  price.  Ricoh  offers 
both  the  FT8880  and  the  FT8780  for  far  less  than 
you  probably  paid  for  the  old  high  volume  machine 
you're  using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH 
ext.  1412.  The  new  Ricoh  touch  screen.  Look  into  it. 


THE  NAME  TO  KNOW 


1-800-63-RICOH 


Ricoh  Corporation, 


■aiimm;i»:<Hi[!i;iH: 


MONEY  &  INVESTMENTS 


The  dollar/mark  relationship  is  making  rumbling 
noises  and  could  again  shift  dramatically 
either  way.  Consider  your  options. 

Marking  time 


BYANDREWJ.KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  investment  management 

and  hedging/overlay  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  auttior  of  The  Money  Bazaar. 


In  MV  LAST  COLUMN,  I  advised  readers 
to  buy  deursche  mark  options  since 
the  dollar/marl'^  exchange  rate 
looked  set  for  a  big  move.  Option 
prices  were  fairly  low,  reflecting  the 
low  volatility  in  this  exchange  rate 
over  the  preceding  months.  So  you 
should  buy  options,  I  said:  either 
puts  or  calls,  depending  on  your 
needs,  if  you  were  hedging  against  a 
currency  shift,  or  both  puts  and  calls 
if  you  wanted  to  speculate  on  in- 
creased volatility. 

Since  then,  the  dollar  has  plunged 
from  1.68  deutsche  marks  to  1.59 
deutsche  marks,  and  mark  calls  are  up 
smartly.  Mark  puts,  of  course,  ha\'e 
fallen  in  value. 

Is  this  the  end  of  the  move.'  Is  it 
time  to  take  profits  on  your  options? 
Absolutely  not;  particularly  for  those 
who  are  simply  playing  the  volatilitv 
component.  In  fict,  this  is  the  start  of 
what  should  tiu^n  out  to  be  a  rather 
wild  move  over  the  next  few  months. 

For  the  past  eight  months  the 
dollar/mark  rate  has  gone  nowhere, 
ranging  back  and  forth  over  a  rela- 
tively narrow  trading  band.  Curren- 
cy traders  around  the  world  have 
found  themselves  frustrated  by  this 
process,  as  the  overwhelming  market 


expectation  was  that  the  Bundes- 
bank would  lower  German  interest 
rates,  causing  a  convergence  be- 
tween U.S.  and  German  rates.  This 
convergence  was  supposed  to  fuel  a 
dollar  rally,  as  dollar  yields  became 
relatively  more  attractive.  The 
Bundesbank  complied  by  lowering 
rates,  and  a  convergence  did  occur, 
but  the  dollar  is  now  lower  than  it 
was  in  January.  Why.' 

First,  the  Bundesbank  has  suc- 
ceeded in  lowering  rates  by  more 
than  3  percentage  points,  but  it  did 
so  in  an  amazingly  disciplined  and 
gradual  fashion,  never  causing  any 
wild  commotion  in  the  markets.  Sec- 
ond, the  currency  market  hati  already 
discounted  the  interest  rate  conver- 
gence before  the  convergence  got 
under  way. 

Third,  the  U.S.  recovery  proved  to 
be  far  more  anemic  than  most  fore- 
casters had  originallv  anticipated.  So, 
as  money  rates  were  dropping  in  Ger- 
many, they  were  likewise  falling  (or 
failing  to  rise  as  much  as  expecteci)  in 
the  U.S. 

Fourth,  speculators  can  hang  in 
only  so  long  while  waiting  for  the 
currency  mo\'e  they  consider  inevita- 
ble. While  holding  on  to  a  short 
mark/long  dollar  position,  a  specu- 
lator has  to  eat  what  is  called  the 
negative  cost  of  cany — essentially, 
the  difference  between  high  short- 
term  German  interest  rates  and  low 
short-term  U.S.  rates.  Speculators 
who  exhaust  their  holding  power 
eventually  throw  in  the  towel,  buying 
back  their  short  marks,  selling  off 
their  excess  dollars.  Such  position 
covering  postpones  the  day  when  the 
dollar  rallies. 

Fifth,  and  perhaps  most  impor- 
tant, have  been  the  rather  large  dol- 
lar sales  by  European  central  banks 
as  they  have  sought  to  replenish 
depleted  deutsche  mark  reserves 
that  they  sold  during  months  of 


heavy  currency  market  interventi 
The  intervention  had  been  im| 
mented  in  this  summer's  futile  ba 
to  keep  the  currencies  in  the  Fu 
pean  monetary  system  in  a  narij 
band.  Ultimately,  the  central  bai 
lost  the  fight — and  their  deuts 
marks — so  by  selling  dollars 
buying  marks  they  are  slowly  re 
ing  their  coffers. 

All  this  has  put  the  dollar  un 
hea\y  pressure,  and  the  dollar  rl 
looks  quite  vulnerable  to  a  downwi 
break  if  certain  nearby  technical  le 
are  punctured.  Many  European 
U.S.  corporations  and  investn" 
funds  have  hedged  their  long  Eurc 
an  currency  exposure  by  buying  o 
lars  forward,  but  these  hedges 
becoming  quite  expensive  to  m 
tain.  If  the  dollar  cracks,  there  cc 
be  a  wild  rush  for  the  exits.  A  d( 
dipping  below  1 .55  marks  could 
ly  trigger  waves  of  stop-loss  sellin; 
catalyst,  such  as  a  poorly  recc; 
Clinton  health  care  plan,  could  do 
trick,  creating  a  real  rout  of  the  dc 
over  the  next  several  months. 

I  can't  say  for  sure  whether 
dollar/mark  will  hold  at  current  Ic 
and  then  begin  to  rise  to  the  mid 
high  1 .60s,  or  will  first  plunge 
wave  of  liquidations  before  reco 
ing.  But  I  am  fiirly  confident  in  sa' 
that  the  dollar/mark  exchange  ra 
getting  ready  for  a  very  substai 
move  in  one  direction  or  the  oth« 
the  short  term.  But  regardless  oil 
dollar's  near-term  tiirection,  I  be 
that  in  the  longer  term — going  g 
year  or  so — ^we  will  see  a  major  dt 
rally,  although  it  may  begin  fro 
much  lower  le\  el. 

Whichever  way  the  wind  blow 
the  near  term,  it  is  going  to  blow  h 
Be  prepared.  If  you  have  doUar/r 
exposure,  the  most  conserv: 
hedge  would  be  either  a  put  or 
option,  as  your  exposure  dictates 

If  you  are  a  speculator,  own  1 
puts  and  calls.  On  the  Phiiadell 
Exchange,  I  recommend  a  M 
1994  mark  call,  with  a  strike  f 
of  67  cents,  at  a  recent  price  o 
ticks.  (The  spot  price  for  the  n 
as  I  write  this,  is  62  cents.)  As 
the  mark  put — that  is,  a  bet  in  fa\  i 
the  dollar — aim  for  the  longer  ti 
Get  the  June  1994  mark  puts  w 
strike  of  54  cents,  recently  tra 
at  42  ticks. 
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YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


ication  in  your  own  private  paradise.  As  tropical, 
jaint,  as  secluded  as  any  undiscovered  island, 
ala,  a  Forbes  Magazine  South  Pacific  Property  - 
perfect  island  resort. 

oy  our  spectacular  sun-drenched  beaches  in  all 
secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

5le  who  want  the  ultimate  vacation  experience  - 
ine.st  amenities  without  the  formalities.  Go  deep 
Ishing  on  l)oard  the  island's  private  fishing  boat.  If 
wish,  our  master  chef  will  prepare  your  catch  for 
■  dining  pleasure.  Dive  in  azure  waters,  world 
wned  for  the  beauty  and  abundance  of  their 
ical  fish  and  the  marvel  of  their  coral  reefs. 


Ail  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO         ^  s^^^s^ij^ 
EXTRA  COST.  -  -  — 

Though  it's  far  from  the  slrcs.scs  ol  everyday  litc, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  5LC3 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  1  800  FORBES-5. 
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FINANCIAL  SERVICES 

1 

FINANCIAL  SERVICES 

IS  THE  MARKET 
^^TOO  HIGH^^? 


Is  the  slock  market  now 
headed  tor  sizable  gams, 
or  tor  anottier 'free  fall'"' 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pal,  I  urge  you  to  check  at 
once  ttie  current  status  of 
my  key  market  indicators 
MARTIN  ZWEIG  whicti  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50.4%  gam  lor  the 
"crash  year"  ol  1987  with  a  9%  portfolio  gam  on 
Black  IVIonday  itself.,  and  that  made  possible 
the  Forecast's  huge  638  5°o  gains-with  nol 
even  one  down  year-over  the  12'  ^  years 
(through  12/92)  since  Hubert  began  monitoring 
advisory  services  (Past  results  are  no  guaran- 


tee of  future  performance,) 

Let  me  rush  you,  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gill  copy  ol  my  book, 
"Winning  on  Wall  Street ' 
($20  retail)  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900,  Wantagh.  NY  11793-0926 


EXTRA  BONUS 


PRESENTATION  EQUIPMENT 


Receive  Value  Line 
for  only  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line  s  mo« 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How 
Invest  in  Common  Stocks  You  wall  also  receive  analyses  of  about  130  sto< 
each  wreek  for  10  weeks  for  $86=$55.  Available  only  once  every  three  years 
;uiy  household.  SPECIAL  BONUS:   "With  your  subscription  you  also  wi 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  ov. 
3.500  terms  (retail  price  $8  95),  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author  ""  (Avaifall 
while  supplies  last  )  Your  subscription  to  Value  Line  may  be  tax-deductib 
Consult  your  tax  advisor  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

Call  ToU-Free  1-800-833-0046 

(Ext  2903-Dept  616F11)  American  Express,  MasterCard  or  Visa  24  hours  a  day. 
7  days  a  week  30  day  Money-Back  Guarantee  Altow  4  weeks  lor  delivery. 
NY  residents  add  sales  tax  Foreign  rates  upon  request 

The  "Value  Line  Investment  Survey* 

7 1  1  3rd  Avenue 
NY.  NY  10017-4064 


LASER  POiniER 
$7995 


VOICE  MAIL 


EDUCATIONAL  SERVI 


l.nnn.Rli.nillPn  DWCO Technologies  im  M 

I   UUU  lIU  UIVllU  An  American  Company  |~TOr| 


Mode  in  ihe  USA    1  Year  Warranty 


BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES/ 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delavvare 
Corporations.  General.  Aircraft, 
Boat  &  Shelf  Corporations. 
fPkdaunin'   Ca'l'Write  tor  FREE  KIT: 


P.O.  Box  484-FB 
Wilmington,  OE  19899 

800-321-CORP  •  302-652-6532 


OFF  WALL  STREET 

Stocks/Prices-Yours  or  Mine? 
Buy  the  right  stock  at  the  right  price. 
Subscribe  to  Off  Wall  Street  now 
&  notice  the  dramatic  difference  i 
1 7  issues,  one  full  year  $85.00 
9  issues,  six  months  $49.00 
OFF  WALL  STREET 
5  Carnage  Dnve,  Oxford,  CT  06478 


$  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maiui[acluring  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


JOINT  VENTURE 


MARKETING  PARTNER 


Newly  patented  product,  properly 
marketed,  can  do  for  fire  safety  what 
"The  Club™"  has  done  for  auto  safety. 
Fills  major  gap  in  fire  protection.  Huge 
residential-commercial  market.  For  the 
riaht  marketing  partner,  thi.s  i.s  vour 
"Club.™" 

Fax  516  482-0900 


FAX-ON-DEMAND  ♦VOICE  MAIL 
CALL  PROCESSING 
TELEMARKETING 
V/S  Ptus-f-  gives  you  professional 
VOICE  MAIL  &  AUTO  TRANSFER 
while  it  pounds  out  Fax'd  Hard 
Copy  non-stop,  24-hours  a  day. 
Give  it  to  ttiem  -  NOW!  Complete 
package  includes  hardware, 
software  and  2  year  warranty. 
(Requires  PC/AT/386/486.) 

V/S  PIUS+. .  .ofiiy  $699 
For  sales  and  jafannatim  call 

1-8G0-947-4884 

WoKaflJemo  51 0-Sa-SMO  FAX  5t0-5a-5556 

lltS*-*K-*MEX-C«)i 


TALKING  TECHNOLOGY.  INC. 


University  Degre 

Home  study  Associate,  Bac 
Masters,  and  Doctoral  de^ 
Paralegal,    Law,  Psych 
Business  Administration, 
Care  Administration,  Intern 
Business,  Human  Resources 
Call  {800}  477-2254 
Southern  Calirornia  Unive 
202  Fashion-F,  Tustin  CA  9 


COLLEGE  DEGR 

BACHELORS  •  MASTERS  •  00C1 
For  tWoft.  Lite  and 
Eipehwte  •  No  C: 
Attendaiice  Rn 

1-800-423-: 
FAX  (310)  47 
Of  send  detailed 
lor  Free  Evalu 

Pacific  Western  Univen 

60O  N  Sepuiveaa  Bivd  Oepi  <85  Los  Angeles, 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


EDUCATIONAL  SERVH 


EXTERNAL  DEGRI 

BA/BS  MS/MBA  PhD/. 
I  Credit  for  work./life  exp.  •  Acc 
(800)  955-8879  (24  hr; 

LaSalle  Univers 

Dept.  879  Slidell,  LA  70459' 


Forbes: 
Capitalistic 


FORBES  MARKET 


ROOFING 


PRESENTATION  EQUIPMENT 


BUSINESS  OPPORTUNITIES 


igle  For  The  Last  Time 


)of  against  leakage.  Withstand 
'H  winds.  50  Yr.  warranty, 
roved.  Energy  efficient.  The 
e  Permanent  Roof. 

i5-7251  -  Reinke  Shakes,  Inc. 
•X  0666,  Deshler.  NE  68340 


ENTERTAINMENT 


.STOM  COMEDY  SHOWS 
"Regan" 

:ars  Experience.  Refreshingly 
&  unique.  AAA  Rated  by  major 
ations,  "Best  entertainer  in  our 
-"Most  Hilarious" — "Superb'^ 
I  never  laughed  so  hard"  4^\^ 
Creative  &  Professional" 
;ST  FOR  LAli(;HS  CO 
800-214-0182 


Make  Your  Presentation 
More  Effective 


Laser  Pointer 


$72 

Silver 
Black  $82 
24K  Gold  $120 
$6.00  S&H 


Dealer 
Inquiries 
Welcome 


55  0.ikCourl  Danville,  CA  94526  USA 
Tel  51 0-820- 1 763  Fax  5 1 0-820-8738 


800-854-6686  DeptI 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

P.O.  Box  24426.  Dept.  ¥C,9.  Seattle.  WA  98124 


WATCHES 


AUDIO  BOOKS 


■  LLANEOUS  FOR  SALE 


JUY  DIAMONDS! 

ill  or  fax  GIA  info 
for  cash  offer. 
-  Any  quantity!  - 

3USE  OF  ONYX 

St.,  Greenville,  KY  42345 
4-3 100 or  FAX  502  +  338-9605 


REAL  ESTATE 


BUSINESS  OPPORTUNITIES  ' 


•  Colorado  • 
;re  de  Cristo  range 

ramie  mountain  views. 
40  acres  $30,000 
e  heart  of  the  majestic 
Rocky  Mountains. 

j.  Ryland 

Box  303  5WK7 
.Garland,  CO  81133 
(719)  379-3263 


lEE 

mALOG 

>usiness  books  for  sale 
he  U.S.  Government.' 

It'rue  lo 

ret'  Business  Catalog 
IS  (lovernmtnl  Priming  ( Xtitc 
)ffict  (if  Nijrkcting— SKip  SM 
K'ashingliin   l)(  20401 


NOTICE  OF 
REQUEST  FOR 
PROPOSALS 

CONSTRUCT  &  OPERATE 
18  HOLE  GOLF  COURSE,  DRIVING 
RANGE,  RESTAURANT  &  MARINA 
AT  FERRY  PT.  PARK,  BRONX,  NY 

The  NYC  Depi  of  Parks  &  Recreation  re- 
quest proposals  tor  construction  &  opera- 
tion of  an  18  Hole  Golf  Course,  a  Golf 
Driving  Range,  a  White  Tablecloth  Restau- 
rant &  a  Marina  at  Ferry  Point  Pk,  In  the 
Bronx,  NY  All  proposals  must  be  sub- 
mitted by  Mon  Dec,  6,  1993  at  3  PM, 
All  interested  parlies  are  urged  to  attend  a 
Pre-proposal  Conference  &  Site  Tour  to  be 
held  on  Mon.  9/20/93  at  1 1  AM,,  at  corners 
of  Schley  &  Balcom  Aves  Ferry  Point  Pk 

Use  the  following  to  secure  further  info: 
Paries  &  Recreation.  Div  of  Revenue  & 
Concessions.  830  5th  Av  .  Central  Pk.  Ar- 
senal. Rm407.  NYC  10021 

Or  call  212  360-3456 
(TDD)  DEVICE  FOR  THE  DEAF  ONLY 
(TDD)#  1-800-281-5722 


FANTASTIC  OPPORTUNITY" 


Piiii'liiipils 

store  No  900  Associate  Store 

A  Home  Furnishings  Retailer 
For  sale  due  to  other  interest. 
Unlimited  sales  potential.  Ideal 
for  direct  importer  or  investor 
group  to  learn  operation  of  a 
major  retailer. 

Write  to;  President.  Amcorp 
P.O.  Box  44 
Mobile,  AL  36601-0044 


ANY  WATCH. 
ANY  STYLE. 
ANYTIME. 
CALL  TODAY. 
NO  DELAY. 


VALUE:  CALL 


PHILADELPHIA  •  BALA  CYNWYD 

CALL  FOR  FREE  CATALOG. 

yVATCHES  FROM  $,100.  TO  $100.000... 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JETHGHTERS 


•  16"  fo  22"  models  ore  hond- 
cfofted  from  solid  mohogony  with 
hondpointed  mofi<ings  and  detoils 

•  Over  160  modeli  in  stock 

•  Priced  from  S99  50 

•  Satisfoction  guoronleed 

Coll  1-800  950-9944 


WOUS'SLUOINGIIUKEC 
OFRNE 
AEIOSCUUmiltS 

I«iSN»ih79*Sri« 
konvijle AirpoA  UtilHi 


BOOKS 

ON  tape: 


■  World's  Largest  Selection  ol  Audio  Books  ^ 

Best  Sellers 
on  Cassette 

Full-length 
Readings 

Call  for  Free 
Brochure 


(800)  626-3333 


EXECUTIVE  GIFTS 


DimicriVi:'  Siiil  Mdilm 

/I'iL'iVL'.U/  ilHilil]:  >■  /iLvtiV  if  LHi-lliiii 


Flying  Cloui 


Hand  Crafted  from  Select  Woods 
From  $1,295:00  » Lengtti  18"- 36" 

SEACRAFT™ 

CLASS    I    C  S 

7850  f  .  Evm  M.  Ste.  109,  ScottsdBle,  AZ  85260 
^  FAX  (602)  998-2314' (602)998-4988  B 

For  Our  Catalog  Call  (800)35B-1S87 


ailtttlWMLMlH 

EDITED  BY  THOMAS  JAFFE 


And  the  loser  is  . . . 
the  winner^ 

In  the  bidding  war  now  raging  for 
Paramount  Communications  Inc., 
it's  too  soon  to  predict  w  hether  Sum- 
ner Redstone's  Viacom  Inc.,  Barry 
Diller's  Qvc;  Network  Inc. — or,  con- 
ceivably, some  otlier  bid- 
der— will  cany  the  day.  But 
the  stocks  of  both  Viacom 
and  QVC  deserve  a  look. 
The  fact  is,  somebody's  go- 
ing to  lose  this  battle.  After 
the  dust  settles,  will  the  lo- 
ser's stock  be  a  buy? 

Both  Viacom  and  QVC 
propose  to  swap  a  combina- 
tion of  cash  and  stock  for 
Paramount  shares.  The 
prospect  of  large-scale  dilu- 
tion for  whichever  compa- 
ny wins  has  whipsawed  the 
stocks  of  both  Viacom  and 
QVC.  Viacom's  Amex- listed 
Class  A  and  B  shares  hit  respective 
highs  of  67^2  and  67y4,  partly  on  the 
strength  of  insider  buying  by  Red- 
stone. Since  announcing  its  Para- 
mount offer,  Viacom's  two  classes  of 
stock  have  fallen  to  56%  and  SOVs. 
(The  only  difference  between  the 
classes  is  voting  power.) 

As  for  o-t-c-listed  QVC,  bet\veen 
last  fall  and  this  spring  the  stock 
jumped  nearly  fivefold,  from  I6V4,  to 
73.  But  with  Qvc's  proposed  takeover 
of  rival  Home  Shopping  Network  yet 
to  be  consiunmated,  QVC's  been  sell- 
ing off.  Since  entering  the  Paramount 
fray,  QVC  is  down  to  a  recent  55%. 

How  to  play  either  company  as  the 
battle  grinds  on.^  Streetwalker  asked 
Lawrence  Havert)',  an  analyst  at  Bos- 
ton's $20  billion  (assets)  State  Street 
Research  &  Management,  a  big  own- 
er of  Paramount  stock. 

"The  conventional  wisdom  is  that 
the  market  will  shoot  the  loser,"  he 
says.  But  Hax  ert)'  likes  both  QVC  and 
Viacom,  no  matter  which  one  loses,  if 
he  can  get  them  at  decent  prices. 

Haverty:  ''We  think  QVC  has  23% 
cash  flow  growth.  We  think  we  can 
make  a  lot  of  money  if  we  can  buy  it  at 
15  times  current  cash  flow,  or  a  price 
of  about  53  or  54.  There,  it's  essen- 
tially a  gift." 

Haverty  estimates  Viacom's  cash 
flow  is  growing  at  a  17%  rate.  But  he 
doesn't  think  its  cash  flow  is  as  attrac- 
tive as  QVC's  because  about  20% 


comes  from  cable,  not  growing  ver\' 
rapidly.  Another  20%  comes  from  TV 
and  radio  stations,  a  business  Havert)' 
finds  basically  unattracti\'e.  So  he'd 
pay  only  12  times  current  cash  flow 
for  Viacom;  that  is,  around  $46  a 
share  for  Viacom's  Class  B  shares. 


Viacom's  Sumner  Redstone  (left)  and  QVC's  Barry  Diller 
No  matter  who  loses  Paramount,  their  stocks  are  buys. 


multiple  in  the  newspaper  busii 
that  implies  a  stock  price  in  the 
30s  over  the  next  12  months  or  si 
One  caveat:  "This  will  depend 
moderate  recover)'  in  both  the  ] 
York  and  Boston  economies," 
tions  Arthur.  Despite  the  Times' 
ied  publishing  interest! 
owns  31  smaller  paper* 
magazines  and  5  iv 
tions — it  still  lives  and 
bv  the  performance  o 
flagship  newspaper;  (. 
Affiliated  and  the  (ilobr 
thur  thinks  both  citic 
looking  up — the  Time; 
\ertising  linage  jumpt 
strong  3.7%  in  Augu 
but  he  concedes  that 
analysts  share  his  opt  in 
(sec story,  p.  42).  So  if  yc 
looking  for  a  contr: 
play,  this  one  fits  the  bi 
-Kath  Boi 


But  even  with  Viacom  B  at  a  recent 
5078,  Havert)''s  in  the  stock.  Why? 
"Its  extraordinary  scarcity  value,"  he 
says.  "Redstone  owns  about  80%  of 
the  shares.  I'd  like  to  buy  the  stock  at 
12  times  cash  flow,  but  realistically  I 
don't  think  I'll  be  able  to." 

All  the  news 
that's  fit  to  buy? 

TiUDlNG  VOLL^MH  t)n  New  York 
Times  Co.'s  Class  A-listed  shares  has 
spiked  in  the  past  two  weeks.  Reason: 
The  company  has  been  buying  in 
stock  and  supporting  the  price  in 
anticipation  of  closing  its  acquisition 
of  Affiliated  Publications,  Inc.,  set  for 
Sept.  28.  Under  the  terms  of  the 
stock-and-cash  deal,  Afllliated  share- 
holders can  walk  away  if  the  Times 
Co.'s  stock  falls  below  22 — and  in 
mid-September  the  stock  was  hover- 
ing around  that  level.  But  thanks  to 
the  company's  repurchases,  the  stock 
is  back  to  a  recent  24. 

Next  question:  Is  New  York  Times 
stock  a  good  buy? 

Yes,  savs  analvst  Douglas  Ailhur  of 
Kidder,  Peabody.  He  thinks  $414 
million  ( 1992  sales)  Affiliated,  which 
publishes  the  Boston  Globe,  will  be  a 
good  fit  with  the  $1.8  billion  (1992 
sales)  New  York  Times  Co.  He  esti- 
mates pro  forma  cash  flow  of  the  two 
companies  will  hit  $425  million  next 
year;  at  9  times  cash  flow,  a  standard 


Losing  altitude 

In  Aprii,,  after  a  prolonged  poli 
battle  that  began  in  1992,  Br 
Ainvays  finally  acquired  a  19.9%  s 
in  USAir  Group,  Inc.  The  follo\ 
month  USAir  sold  11.5  million 
shares  to  the  public  at  $20.75  c 
Alas,  USAir's  NYSH-listed  stock 
lost  altitude  ever  since,  recently 
ting  1 3 Vs.  And  it  will  continue 
drop,  warns  airline  anah  st  Rose 
Tortora  of  Donaldson,  Lutkin  & 
rette.  She  thinks  the  stock  will  te: 
12-month  low  of  lOVs,  as  third  q 
ter  results  for  the  $7  billion  (estii 
ed  1993  revenues)  carrier  tall  bo 
expectations.  Ainong  the  reas 
less-than-anticipated  traffic  and 
fa\'orable  yield  comparisons. 

Salary  and  wage  expenses  alsc 
rising;  labor  concessions  are  expi 
and  new  charges,  related  to  earl 
tirement  programs  for  flight  at 
dants  and  customer  sen  ice  persoi 
are  hitting  the  books.  In  addit 
interest  costs  are  up  because  ot 
"increased  level  of  debt,  both  seci 
and  unsecured.  Finalh',  USAir  is 
ing  new,  low-cost  competition  i 
core  markets — Southwest  AirliiT 
living  into  Baltimore,  with  lini 
intended  to  Cleveland  and  Chica 

Previously,  Tortora  had  estini 
USAir  would  lose  $3  a  share  in  1' 
that's  been  revised  to  a  $5.25 
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1994  estimate,  previously  a  loss 
ist  50  cents  a  share,  has  been 
ed  to  $2.15  in  the  red. 
ithoLit  permanent  labor  cost  re- 
ions,  says  Tortora,  USAir  will 
in  a  high-cost  carrier  in  a  low- 
environment.  Increasing  pressure 
s  profitable  domestic  short-haul 
less,  she  adds,  has  yet  to  be  offset 
:w  international  feed  traffic  that 
ir's  link  with  British  Airways  is 
osed  to  provide.  Sell. 

lero  for  Dina 

Larch  the  American  Depositaiy 
ipts  of  Consorcio  G.  Grupo 
,  the  $980  million  (estimated 
1  sales)  Mexican  bus  and  truck 
;r,  began  trading  on  the  NYSE, 
re  are  8.4  million  adrs,  each 
1  to  four  common  shares;  the 
represent  around  17%  of  Dinars 
y  capital.)  So  far,  U.S.  investors 
yet  to  crowd  aboarcf.  Dina  re- 
y  was  trading  at  18y8.  That's  18% 
e  its  $16  offering  price — not 
1,  considering  Dina\s  dominance 
:  growing  Mexican  market. 

these  levels.  Smith  Barney 
rson  analysts  Tobias  Lcvkovich 
■•rancisco  Chevez  think  Dina  is  a 
They  note  that  Dina's  revenues 
rowing  20%  a  year  and  should  be 
billion  by  1995.  Among  the 
rs  fueling  that  growth:  97%  of 
co's  people  and  85%  of  its  goods 
respectively,  on  buses  and 
,s.  Too,  the  Mexican  govern- 
's  ambitious  road-building  pro- 
works  to  Dina's  advantage, 
le  analysts  also  are  impressed  by 
Dina  has  remade  itself  since  be- 
rivatized  in  1989.  Management 
immed  the  payroll  by  over  1 ,000 
nstituted  flexible  work  rules  un- 
new  union  contract.  Meanwhile, 
is  getting  out  of  inef  ficient  busi- 
s  like  engine  assembly.  It's  also 
rting  U.S. -made  axles,  engines 
ransmissions,  as  well  as  bus  bod- 
om  Brazil. 

na  currently  sells  for  1 5  times  the 
3  per  ADR  that  Levkovich  and 
ez  estimate  it  will  earn  this  year, 
for  just  11  times  their  $1.73 
late  for  1994.  Dina  has  declared 
inual  dividend  of  23  cents  (in 
rs)  on  the  adrs.  Yield:  1 .2%.  The 
sts  think  Dina  can  hit  28  by  the 
)fl994.     -Joel  Mii.LMAN  Bl 
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Travel 
IVlcirketingi 
Quiz 

Q:  Where  can  your  ads  reach  people  who  travel  to  places 
that  are  sunny,  snowy,  historic,  trendy,  relaxing,  adven- 
turous, secluded,  lively,  fun,  romantic  and  beautiful? 

A:  FORBES  FYl's  Hot  &  Cool  Places  to  Go. 

This  exciting  new  direct-response  travel  section  is 
a  great  way  to  generate  quality  responses  from  FORBES 
readers:  active  travelers  who  are  constantly  seeking  out 
new  places  —  and  new  ways  to  get  there. 

FYI  Date:  November  22,  1993 

^    If     For  details,  call  Linda  Loren 
V^^V*  at  (212)  620-2440.  Fax:  (212)  620-2472. 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SER\aCE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscnber  number  on  address 
label  of  magazine.) 

or  ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate. 

Fbrbes 

P.O.  Box  10048 
Des  Moines,  lA  50340-0048 


I\ow  Printed  in  New  York 


War 

iia  Involve 


-^mg:   I  Baker  Affirms  Jai 

A^.FinalPiiHoutI 
To  Avert  a  War  in 


If  you  lilie  the  Trib 

when  you're 
travelling,  why  not 
get  it  at  home? 

Now  the  International  Herald 
Trihune  offers  same  day 
delivery  in  many  U.S.  eities. 

For  your  daily  international 
briefing  —  with  featm'es  on 
travel,  fashion,  global 
investing  and  nuu  h,  much 
more,  call  us  toll  free: 

l-8()<)-882-2884 


Get  It  Straight 

Newspapers!  Magazines!  TV!  News 
is  everywhere,  with  thousands  of 
journalists  racing  to  give  it  to  you 
every  second.  But  amid  this 
information  overload,  which 
journalists  can  you  trust  to  give 
you  the  whole  story?  Which  ones 
should  you  beware  of?  The  new 
Forbes  MediaCritic  will  help  you 
find  answers  to  these  questions. 
Forbes  MediaCritic  will  steer 
you  through  today  s  fast-paced, 
news-filled  world. 

Starting  this  October  and 
coming  to  you  four  times 
a  year,  the  new  Forbes 
MediaCritic  will  explore 
how  the  media  covers  the 
most  important  topics  of 
the  day.  It  will  examine 
major  stories  covered 
by  the  media  and  help 
you  judge  how  well 
journalists  do  their 
job.  It  will  also  help 
you  get  a  handle  on 
all  the  information 
you  receive  every  day. 
To  become  media-sawy  and 
media-smart,  get  FORBES  MediaCritic.  It's  for 
readers  who  want  the  best  that  journalism  has  to  ofi:er. 

Also... 

With  your  paid  subscription  of  $39.00  you  will  in  addition  receive  the  FORBES 
MediaGuide  500  (a  $19.95  value).  MediaGiiidc  500  gives  you  critical,  nonpartisan  reviews 
of  the  nations  top  500  journalists  and  how  they  covered  the  years  major  stories. 

For  more  info  or  to  order  your  subscription,  call  1-800-825-0061. 
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:  nore  things  change  . . ." 
ears  ago  in  Forbes 

III!  issuhot-OcT,  13,  1923) 
\'  newspapers  in  the  principal 
ia\  c  swelled  to  such  monstrous 
lat  no  one  can  read  all  that  is  in 
and  find  time  to  attend  to  his 
!ss.  Daily  newspapers  of  fi'om 
48  pages  are  beyond  reason." 


world  is  lurching  back  to  ciic- 
Mussolini's  spectacular  record 
een  partly  responsible.  .  .  .  Ba- 
has  named  a  militar}'  dictator, 
3n  Kahr,  hoping  thereby  to  pre- 
isurpation  of  supreme  power  b)' 
'Hitler,  an  influential  and  men- 
Socialist  leader.  Germany  im- 
itely  countered  Bavaria's  move 
oclaiming  Minister  of  Defense 
°r  virtual  dictator,  with  practi- 
intrammeled  power  to  take  any 
n'  or  police  measures  he  might 
necessary." 


answer,  of  course,  is  that  nowhere  else 
in  the  world  are  really  low-priced 
automobiles  available." 

50  years  ago 

(From  THE  ISSUE  OF  Oct.  15,  1943) 
"  'Your  request  on  killing  of  steers 
cannot  be  granted.  It  is  contrary  to 
rules  of  the  opa.  The  remaining  50 
head  must  be  kept  for  breeding  pur- 
Feeder  bus  to 
train  stations 
between 
Chicago  and 
Milwaukee 
operated  by 
the  North 
Shore  Line. 


poses.'  That  is  quoted  in  the  Netp 
York  Times  AS  part  of  a  letter  received 
by  a  cattle  raiser  from  OPA.  Is  it  any 
wonder  the  handling  of  meat  has  been 
so  diabolicalh'  butchered  by  the  OPA 
when  those  in  command  don't  know 
the  difference  between  a  steer  and  a 
bull — or  a  cow?" 

"Tomorrow's   buildings   may  be 

heated  by  a  newfangled  'radiant  heat- 
ing' system  whereby  steam  heat 
is  flu-nished  by  pipes  placed  right  in 
the  floor." 


25  years  ago 

(From  THE  ISSUE  OF  Oc:t  15,  1968) 
"Credit  Locldieed's  airbus,  the 
L-101 1,  w  hich  can  cany  345  passen- 
gers— twice  as  many  as  today's  jet- 
liners— with  most  of  the  jvunp  in  the 
company's  backlog:  $2.27  billion  at 
the  end  of  1967,  $4.7  billion  last 
August." 

"Any  company  with  sales  of  $1  bil- 
lion a  year  is  a  giant.  That  is  true  even 
of  merchandising  firms.  .  .  .  Yet  it's  a 
gooti  bet  that  Sears,  Roebuck  &  Co. 
w  ill  increase  sales  by  about  that  much 
this  vear.  The  increase  will  be  approxi- 
mately as  great  as  the  combined  in- 
crease of  the  next  nine  general  mer- 
chandise and  variet}'  chains.  .  .  ." 

10  years  ago 

(From  ihe  issui  of  Oc  r  10,  1983) 


Lloyd  Bergeson's  novel  Wind  Ship  sought 
to  use  the  wind  to  cut  high  fuel  costs. 


"Last  year  saw  perhaps  the  hardest 
times  since  the  Great  Depression,  but 
millions  of  out-of-work  Americans 
dicin't  apply  for  their  unemployment 
benefits,  says  a  new  study  by  the 
Brooldngs  Institution.  Only  45%  of 
the  10  million  unemployed  received 
jobless  benefits  last  year,  a  sharp  tirop 
from  the  78%  during  the  milder  1975 
recession.  New  applications  are  mn- 
ning  16%  to  20%  below  the  expected 
rate,  and  only  36%  w^ere  drawing 
benefits  in  recent  weeks.  .  .  .  Why? 
Brookings  concedes  no  one  knows." 

"  'We  still  like  to  camp  and  hike,'  says 
McAndrew  Burns,  a  14-year-old  Star 
Scout,  'but  you're  lost  totiay  if  you 
don't  know  much  about  computers.' 
Burns  is  one  of  60,000  scouts  who 
have  earned  the  'Computers'  merit 
badge,  which  now  ri\als  'Forestiy' 
and  'Reptile  Study'  in  popularity. "Bi 


^ears  ago 

[  THE  ISSUE  OF  OCT.  15,  1933) 

;r  the  Florida  vote  on  October 
with  33  states  in  line  for  Prohibi- 
speal  out  of  a  necessary'  36,  there 
:  a  lull  until  November  7th,  when 
,  Kentucky,  North  Carolina, 
I  Carolina,  Pennsylvania  and 
all  flock  to  the  polls  on  the  same 
A^ith  six  states  voting  and  only 
more  needed,  repeal  will  almost 
nly  be  voted  on  that  day." 

re  are  more  motorcycles  run- 
throughout  the  world  today 
;ver  before— 2,840,888  accord- 
I  the  last  count.  But  the  popular- 
the  two-wheelers  continues  to 
le  in  the  United  States;  trend 
las  been  downward  steadily  for  a 


many  years.  Only  about  Forbes  cover  for  Oct.  15, 1943. 
100  are  operating  here  now.  The  ^HIH 
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We  love  to  succor  the 
distressed.  But  how 
different  oar  attitude  is 
when  we  are  implored  to 
extend  the  benefit  of  our 
influence  to  help  prevent 
distress  and  disaster 
amon£[  other  nations.  Were 
Germany  to  be  plunged 
into  anarchy  or  Bolshevism 
and  her  people  overtaken  by 
huncjer  and  other  calamities 
we  would  doubtless  rush  in, 
as  we  rushed  into  Russia, 
and  feed  the  hunjjrv.  .  .  . 
But  we  keep  on  refusinri  to 
have  anythinjf  to  do  with 
the  effort  to  establish 
firmly  an  internationnl 
organization  ha  ving  for 
its  object  the  prevention 
of  war  and  all  its 
attendant  horrors. 

-B.C.  Foiu^HS 


A  Text... 

The  Lord  is  my  light 
and  my  salvation;  whom 
shall  I  fear?  The  Lxjrd 
is  the  strength  of  my 
life;  of  whom  shall  I 
be  afraid? 
-Psalms  27: 1 


Sent  in  by  Milton  E.  Hellman, 
Duluth,  Minn.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Aphorism:  Predigcsted  w  isdom. 

-Ambrose  Bierce 

I  sometimes  think  Thomas 
Cook  siiould  be  numbered 
among  the  secular  saints. 
He  took  travel  from  the 
privileged  and  gave  it 
to  the  common  people. 
-Archbishop  of  Canterbury 

Miami  Beach  is  where  neon 
goes  to  die. 
-Lenny  Bruce 

There  are  two  times  in  a 
man's  life  when  he  should 
not  speculate:  when  he 
can't  afford  it,  and  when 
he  can. 
-Mark  Twain 

With  most  people,  unbelief 
in  one  thing  is  founded 
upon  blind  belief  in 
another. 

-GeORG  C.  LlCHTENBERG 


An  idea  would  never  be 
liberal:  It  must  be  vigorous, 
positive,  and  without  loose 
ends  so  that  it  may  hilfill 
its  divine  mission  and  be 
productive.  The  proper  place 
for  liberality  is  in  the 
realm  of  the  emotions. 

-GOETHE 

Knowledge  and  courage  take 
turns  at  greatness. 

-Baltasar  Gr.\cian 

Failure  can  be  bought  on  easy 
terms;  success  must  be  paid 
for  in  advance. 

-Cullen  Hightower 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $69.50  {$27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $27.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  map  of  America  is  a 
map  of  endlessness,  of 
opening  out,  of  forever 
anci  ever.  No  man's  face 
would  make  you  think  of  it 
but  his  hope  might,  his 
courage  might. 
-Arc:hibald  Mac  Leish 

No  one  is  more  definite 
about  the  solution  than  the 
one  who  doesn't  understand 
the  problem. 
-RoBHRi  Hale 

Science  and  time  and  necessity' 
ha\'c  propelled  us,  the  United 
States,  to  be  the  general 
store  for  the  world,  dealers 
in  eveiything.  Most  of  all, 
merchants  for  a  better  way 
of  life. 

-Ladv  Biiui  Johnson 

Hope  is  a  waking  dream. 

-Aristotle 

The  Queen  is  most  an.xious 
to  enlist  everyone  who  can 
speak  or  write  to  join  in 
checking  this  mad,  wicked 
folly  of  "Women's  Rights," 
with  all  its  attendant 
horrors  on  which  her  poor, 
feeble  sex  is  bent,  forgetting 
eveiy  sense  of  womanly 
feeling  and  propriety. 
-Queen  Victoria 

He  who  has  learning  without 
imagination  has  feet  but 
no  wings. 

-St.\nley  Goldstein 

Millions  long  for  immortality 
who  do  not  know  what  to 
do  \\  ith  themseh  es  on  a 
rainy  Sunday  afternoon. 

-Sl'san  Ertz 

Ever\'  Frenchman  wants  to 
enjoy  one  or  more  privileges; 
that's  the  way  he  shows  his 
passion  for  equalit\'. 

-Charles  de  Gaulle 
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[is  investment 
hilosophy,  his  plans 
)r  giving  money  away 

am  a  better  investor 
Jcause  I  am  a  businessman^ 
id  I'm  a  better  businessman 
Jcause  Pm  an  investor" 


IN  AMERICA 
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Introduction  110 

It  took  a  record  $300  million  to 
make  The  Forbes  Four  Hundred 
this  year,  up  from  $265  million  last 
year.  A  powerflil  force  pushing  new 
names  onto  the  list  was  show  busi- 
ness— witness  the  addition  of  QVC's 
Barry  Diller,  TCI's  John  Malone, 
Comcast's  Ralph  Roberts  and  Dis- 
ney's Michael  Eisner. 

The  Forbes  Four  Hundred  1 12 

Great  Family  Fortunes  270 

Who  Left  the  List  292 

Near  Misses  296 

Acknowledgments  297 

Rules  of  the  Chase  298 

Index  300 

Warren  Buffett's  Idea  Of  Heaven: 
«I  Don't  Have  To  Work  With  People 
I  Don't  Like"  40 

By  Robert  Lenzner 

Warren  BufFett  this  year  moves  to  the 
top  of  The  Forbes  Four  Hundred. 
Herein  he  explains  how  he  picks  his 
uncannily  successful  investments  and 
reveals  what  he  plans  doing  with  all 
that  loot  he  has  accumulated. 

Warren  Buffett's 

Favorite  Banker  46 

By  Gary  Hector 

Want  an  example  of  what  Warren 
Buffett  means  when  he  says  he  invests 
not  in  stocks  but  in  businesses?  Meet 
Wells  Fargo  &  Co.'s  Carl  Reichardt. 


The  Golden  Touch 

By  Riva  Atlas 

Most  people  would  feel  satisfied 
they  could  build  one  fortune  in  a 
lifetime.  George  Lindemann  has  built 
three.  Will  Southern  Union  Co.  be 
number  four? 


I  have  in  life  all  I  want  right  here.  I  love 
every  day.  I  mean,  I  tap  dance  in  here." 
■■H  40 


Wealth  Without  Honor  58 

By  Richard  C.  Morals 

Tax  fiagitive  Marc  Rich  got  away  with 
cheating  Uncle  Sam,  but  he  may  not 
get  away  with  cheating  his  wife,  who  is 
determined  to  pierce  his  corporate 
veil  and  exact  her  revenge. 

After  The  Fall  64 

By  Randall  Lane 

You'd  think  that  having  made  a 
Forbes  Four  Hundred  fortune,  it's 
hard  to  lose  it.  Hard  perhaps,  but 
hardly  impossible,  as  these  six  former- 
ly wealthy  businessmen  can  attest. 

John  D.  Rockefeller  Slept  Here  68 

By  Maury  Klein 

Nothing  so  demonstrates  the  ebb 
and  flow  of  wealth  in  America  as  the 
history  of  the  houses  and  neighbor- 
hoods wealthy  people  build  for 
themselves.  Consider  the  transfor- 
mation of  Cleveland's  Euclid  Ave- 
nue, once  one  of  the  world's  most 
fashionable  addresses. 
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1  "Many  times  I  wanted  to  take  the 

i  next  boat  off  the  production  line, 

^  stop,  say  good-bye  and  go  sailing 

X  with  my  family." 

%  ^HHi  74 


ABOVE: 
In  the  1880s 
Euclid  Avenue 
was  a  Currier  & 
Ives  study  in 
quiet  luxury. 
Today  the  only 
reason  to  drive 
down  Euclid  is 
to  get  downtown. 
68 


It  Takes  A  Dedicated  Man  To  Make 
A  Worthy  Boat  74 

By  Philippe  Mao 

"The  challenge,"  says  Corsair  Marine 
founder  John  Walton,  "was  to  turn  a 
custom  boat  into  something  that 
could  be  mass-produced." 

When  Allen  Met  Johnnie  80 

By  Steven  Zausner 

It's  a  cliche:  Behind  every  successful 
man  there's  a  strong  woman.  But  in 
the  case  of  Johnnie  and  Allen  Breed 
and  their  Breed  Technologies,  Inc., 
it's  a  lot  more  than  a  cliche. 

Reversal  Of  Fortunates  105 

By  James  M.  Clash 

The  cost  of  high  living  went  up  this 
past  year — but  that  was  before  Con- 
gress decided  to  soak  the 
affluent  with  higher  taxes. 


LEFT: 

Many  people 
who  go  broke  wind 
up  keeping  their 
fancy  houses.  But 
others  have  to 
suffer  the  indigni- 
ties of  joining 
the  middle  class. 
■■■■  64 


A  story  about  love,  divorce,  sibling  rivalry  and  the 
creation  of  a  $300  million  personal  fortune. 
^^■1  80 
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Software's  Cash  Register 

By  Peter  Huber 

Wealth  formula  for  the  information 
age :  The  softer  the  ware,  the  easier  the 
money.  And  it's  going  to  get  easier  to 
make  a  fortune  on  software,  now  that 
inventors  are  devising  clever  new  ways 
to  distribute  and  charge  for  it. 


PERSONAL  AFFAIRS 


318 


A  Gallery  Of  Gargoyles 

By  Christie  Brown 

What  happens  to  the  fixtures  and 
fittings  of  those  old  houses  and  build- 
ings that  come  under  the  wrecker's 
ball.>  There's  a  thriving  industry  in 
recycling  them  to  collectors  who  want 
some  history  in  their  homes. 

To  make  a  mint  on  software,  just  think. 
Think  alone,  if  you  can,  or  at  worst  with  a 
tiny  team  of  fellow  nerds. 

314 
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©1993  Lexus.  A  Division  Of  Toyota  Motor  Sales.  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obn  t 

I 


n 


The  Driver  s  Seat. 


w  ~'  — 

__  T  X  sophisticated  seat  that  adjusts  to        bar  support,  just  like  the  drivers  seat. 


the  body  for  maximum  com- 


fort  and  support.  Passenger 
comfort,  however,  tends  to 
take  a  back  seat. 


Not  the  1993  Lexus  LS400, 


Its  front  passengers  seat  is  built 


In  fact,  the  front  passengers  seat 
of  the  LS  400  is  -  you  guessed  it 
-  just  like  the  drivers  seat. 
Except  that  its  on  the 
right-hand  side  of  the  car. 
To  accommodate  your  friends  more. 


around  the  form  of  the  human  body,  just        you'd  have  to  give  them  the  wheel.  But  you 


like  the  drivers  seat.  It  has  five  motors  to        dont  want  them  to  have  all  the  fun,  do  you? 


adjust  ten  different  ways,  just  like  the 


The  Rehuless  Pursuit  Of  Peifa:tion. 


more  informalton.  call  800-872-5398  (SOO-USA-LEXUS).  For  the  hearing  impaired,  call  800-443-4999. 
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" DiJ  voU  ever  notice  how  vouJ  he  smells  ? 


GEORGIA:    /  finally  went  out  to  dinner 
with  him  last  ni^ht. 

JACKIE:   Just  the  two  of  you?  Where 

\'ou  go; 
GEORGIA:  Marions. 

JACKIE:    M.ario's?  The  food  is  terrihle. 
G  E  O  R  G  I  A  :    /  didn  t  notice .  I  don  t 
really  even  know  what  I  ate. 
JACKIE:  Really? 
GEORGIA:    You  should  hare  seen  him.  He  was  so  sweet.  He  spilled  his 
wine  all  over  my  dress. 
JACKIE:  Adorahle. 

GEORGIA:    And  th  en  when  he  reac  hed  over  to  give  me  nis  napkin, 
hek  noc  ked  over  his  water  fflass. 
JACKIE:    Hil  arioiis . 

GEORGIA:    Well,  it  was.   Ti^e  couldn't  stop  laughing.   Ti^e  just  had 
to  <i^et  out  of  there.   Ti^e  laughed  all  the  way  hack  to  my  place . 
JACKIE:    Your  place? 

GEORGIA:    Well,  I  was  soaked.  And  hesides... 
JACKIE:  Besides. 

GEORGIA:    Did  you  ever  notice  how  good  he  smells? 
JACKIE:    Frankly,  no. 

GEORGIA:    He  wears  the  most  wonderful  cologne 
JACKIE:    Dare  I  ask  what  it  is? 
GEORGIA:    T^ell,  it  comes  in  a  hox  with  dots. 
JACKIE:  Dots? 
GEORGIA:  Dots. 

JACKIE:    Oo.  Now  u'f'rt'  hack  at  your  place... 
GEORGIA:  Jackie,  how's  vour  mother? 
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Precise  hand  stitching  across  the  upper  leather.  The  upper  is  sewn  to  the    X'  I 

wehi-ng,  then  the  sole,  360°  around  the  shoe.  No  one  else's  stitching  /  vl  \\A  i 


is  this  detailed,  or  this  complete.  In  the  shoe  business,  that  is. 
For  more  information  or  for  a  brochure,  call  1-800-235-2348. (at) 
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"We  need  to  take 
care  of  tke  forest 
ana  tne  tnin^s  tnat 
live  here. 


"Out  kere,  you  really 
understand  tkat  tke  forest  is  ^ 
more  tkan  just  trees.  And  tkat 
caring  for  tke  wildlife  tkat  lives 
kere  is  important.  To  all  of  us. 
My  company,  Georgia-Pacific, 
kelieves  tkat.  And  we're  doing 
sometking  akout  it.  One  way  is 
witk  a  plan  we  developed  to 
protect  tke  Red  Cockaded 
Woodpecker.  We're  finding 
nesting  sites,  tken  creating  safe 
areas  around  tkem.  Areas  we'll 
leave  undisturbed.  Just  to  make 
sure  tke  kirds  will  always  kave  a 
place  to  live  and  tkrive.Tkat^ 
makes  me  feel  good  akout  tke^' 
work  I  do.  And  akout  tke 
company  I  work  for. " 

■     ■  ■ 

Carlton  Wkite 
Forest  Specialist 


Georgia-F^cific  ^ 


aiuE  unco 


Forbes 


■H  Editor 

lAMHS  w.  mic;haels 

Managing  Editor 

LAWRKNCK  MINARD 
Executive  Editor 

WILLIAM  BALDWIN 

Assistant  Managing  Editors: 

How  ard  lianks,  Jc.iii  A.  Briggs, 

SLibr.ua  N  (:iiakra\arty,  Stewart  Pinkerton 

Art  Director:  K\  crctt  Halvorscn 

Senior  Editors:  Phyllis  Bcrman,  Peter  Brimelow, 

William  Ci.  Llaiiagan,  Jern,'  Flint,  Betty  Franklin,  Lisa  Gubcrnick, 

Thomas  Jatfe,  Steve  Kichen,  Robert  Ixnzner,  Joshua  Lcvine, 

Dana  Wechsler  Linden,  Marlene  Mandel,  Fleming  Meeks, 

James  R  Norman,  Howard  Rudnitsky,  Laura  Saunders, 

Matthew  Schilrin,  Harold  Seneker,  Merrill  Vaughn,  Jason  Zweig 

Contributing  Editors:  Norm  Alster,  William  P,  Barrett, 

George  Gilder,  Riehard  G.  Morals,  Richard  Phalon, 

Dero  A.  Saunders,  Jeffrey  Young 

Associate  Editors:  Dolores  Aksel,  Christie  Brown, 

David  G.  Ghurbuek,  David  Fruni,  John  R.  Hayes,  Rita  Koselka, 

Dolores  A.  Lataniotis,  Seth  Lubove,  Dyan  Maehan,  Joel  Millnian, 

Peter  Neweomb,  Suzanne  Oliver,  Leslie  Spencer 

Staff  Writers:  Graham  Button,  Amy  Feltiman,  C^arolyn  T.  Geer, 

Man'  Beth  Gnner,  Enc  S.  Hardy,  Nikhil  Hutheesing, 

Roula  Klialat,  Paul  KJebnikov,  Randall  Lane, 

Brigid  McMenamin,  Katarzyna  Wandycz 

Reporters:  Man|eet  Kripalani,  l^epuU'  Chief;  Ri\  a  Atlas, 

Marc  v..  Babej,  Kyle  T.  Blood,  Kate  Bohncr,  Jody  Brennan, 

James  M.  Calash,  Vicki  Gontavespi,  Carol  M.  Oopper, 

Pablo  Galarza,  Toddi  Gutiier,  William  Heuslein, 

Robert  La  Franco,  Philippe  Mao,  Warren  Midgett, 

Sharon  Moshavi,  Zina  Moukheiber,  Nancy  Rotenier,  Michael 

Schuman,  Maura  Smith,  Neil  Weinberg,  Steven  Zausner 

Washington  Bureau:  Janet  Novack,  Oistina  von  Zeppelin 

West  Coast:  Damon  Dariin,  Manager; 

Julie  Pitta,  Nina  Munk 

Midwest:  Gaiy  Slutsker,  Manager; 

Marcia  Berss,  William  Stern 

Southwest:  C'hristopher  Palmeri,  Manager; 

Toni  Mack,  R.  Lee  Sullivan 

Europe:  Peter  Fuhrnian,  Manager 

Pacific:  Andrew  Tanzer,  Manager  (Hong  Kong); 

Gale  I-jsenstodt,  Manager;  Kazunii  Miyazawa  (Tokyo) 

Columnists:  David  Dreman,  Kenneth  L.  Fisher, 

Joseph  R.  Garber,  Mark  Hulbert,  Michael  Novak, 

A.  Gary  Shilling,  Thomas  Souell,  Ben  Webernian 
Art  Department:  Roger  Zapke,  Deputy  Art  Director; 
Ronda  Kass,  Robert  Mansfield,  Andrew  C'hristie, 
Associate  Art  Directors;  Alexandra  Gregson, 
Samantha  Hovt,  Meredith  Nicholson,  Photo  F^ditors; 
Regina  Flanagan,  Picture  Research 

Statistics:  Donald  F^.  Popp,  Editor;  Ann  C.  Anderson,  Senior 
Editor;  Scott  DeCarlo,  Tina  Russo  McCarthy,  Steven  Ramos, 
Gilbert  Steedley,  Susan  Wong,  Associate  Editors,  Mitchel  Rand, 
Senior  Programmer;  John  Chamberlain,  John  Moschctto, 
Programmers;  F^ileen  Henderson,  Gustavo  Lombo, 
Shlonio  Z  Reifman,  Rt)bert  B.  Rosenstein,  Susan  Yu, 
Brian  Za|ac,  Researchers 

Copy  Desk:  John  D'Aiitonio,  Deborah  Markson-Katz, 

Hugo  Moreno,  GilcJa  Roberts,  James  Shahcen;  Karl  Shmavonian 

Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  David  J.  Fleischmann,  Deputies; 

Susan  R.  Cioldberg,  James  Neu,  Auiora  Northland,  Eve  Sorel 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  Cvnthia  Crystal,  Clarita  Jones, 

Naomi  Prall,  Irene  Richards,  Linda  Stinson,  Velma  Van  Voris, 

Information  Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel, 

Michael  DeVonish,  Queenie  Flake,  Michael  Smith,  Staff 

Director  of  Manufacturing  and  Production:  John  J.  Romeo; 

Robert  M.  Rosengarten,  Fxiward  B.  Morgan,  Peter  I.  Pallans; 

Donald  Althort',  Peter  Althofl',  Robert  E.  Crawford, 

Joseph  DeCiiav ,  Linda  Byron  Glucksman,  Amjad  N.  Qureshi 

Director  of  Photocomposition:  James  Cianelli; 

Mark  Decker,  Arthur  Petz  III,  Richard  Nobile, 

Bill  Basham;  Paul  Caruso,  Tom  Shatinsky,  John  Sleight 

Director  of  Editorial  Information:  Raymond  F.  Healey  Jr 

EOLTNDEDIN  1917 

B.  C.  FORBES,Editor-in-Chief  (I9I7  1954) 
MALCOLM  S.  FORBES,  Editor-in-Chief  ( 1954-1990) 

PAID  CIRCULATION 
OVER  765,000 

Printed  in  U.S.A. 


14 


Robert  Lenzner  and  Warren  Buffett  talk 


A  consummate  synthesizer 

In  F()1<J5f:s'  Oct.  19,  1987  issue  Warren  Buffett  wrote  a  brief  piec^ 
entitled  "What  we  can  learn  from  Phil  Fisher."  I  had  requested  it  as  \ 
tribute  on  the  80th  birthday  of  the  distinguished  San  Franciscc 
investment  counselor.  Praise  for  a  grand  old  man,  but  the  article  wa| 
also  a  confession  of  t'he  investment  philosophy  that  has  made  Warreij 
Buffett  the  richest  man  in  the  U.S.  In  it  Buffett  described  hi 
synthesis  of  Fisher's  ideas 
and  Ben  Graham's.  Fisher 
for  teaching  that  what  you 
buy  is  more  important  than 
what  you  pay.  Graham  for 
the  carefijl  financial  analysis 
rec]uired  to  understand  a 
business  and  its  relative 
place  in  the  world.  Qualita- 
tive and  quantitative. 

It  seems  to  me  that — 
with  prodding  from  his 
partner  Charlie  Munger — 
Buffett  has  moved  steadily  away  from  the  Graham -quantitative  to 
the  Fisher-qualitative.  It  cannot  have  been  lost  on  Buffett  tha' 
Graham's  biggest  investment  coup,  Geico,  owed  more  to  the  quality 
of  the  business  than  to  a  bargain  price.  In  a  long  interview  with 
FoRi^KS'  Bob  Lenzner  (see p.  40),  Buftett  reveals  how  important  these 
qualitative  judgments  have  become  in  creating  his  $8  billion  fortune 

A  lot  of  you  reading  in  this  issue  about  the  superrich  will  grumble 
What  can  one  person  want  with  so  much  money.^  In  Buffett's  case  the 
billions  are  only  chips  for  keeping  score  on  how  well  he  does  at  hi; 
chosen  work,  and  one  day  the  chips  go  back  into  the  pot  as  tht 
biggest  charitable  foundation  ever.  In  the  meantime,  he's  providing 
shrewd  judgment  and  financial  support  for  some  of  America's  best 
companies  and  enjoying  himself  immensely.  When  Lenzner  askcc 
where  he  planned  going  for  his  next  vacation,  Buffett  replied  witl" 
characteristic  gusto:  "There  is  nothing  to  get  away  from." 

Tickets:  $300  million  each 

Thanks  to  the  continued  surge  in  asset  values — i.e.,  rising  stocl* 
and  bond  markets — this  year  it  took  a  minimum  net  worth  of  $30C 
million,  up  from  last  year's  $265  million,  to  join  The  Forbes  Foui 
Hundred.  Each  year,  human  nature  being  as  varied  as  it  is,  we 
encounter  people  who  belong  on  the  list  who  don't  want  to  be  there 
and  others  who  don't  belong  but  want  to.  Willy  Stern  reports  two  ol 
the  more  common  dodges  by  want  ons  and  want-offs: 

Want  off:  "I'll  give  you  the  names  of  three  of  my  friends  in  Tampa 
who  belong  on  the  list  if  you  take  my  name  oft.  Do  we  have  a  deal?'' 
Want  on:  "Debt  is  irrelevant;  just  list  my  assets." 
For  more  such  ploys,  see  page  300. 
The  biographies  of  America's  superrich  were  compiled  by  veterans 
Dolores  Lataniotis  and  Harold  Seneker  ably  aided  by  Biva  Atlas. 
Vicki  Gontavespi,  Robert  La  Franco  and  Steven  Zausner;  alsc 
assisting  were  Brooks  Ames,  Linus  Chua,  Clar- 
ita Jones  and  Linda  Stinson.  The  Forbes  Foui 
Hundred  begins  on  page  110. 

C— --^  Editor 
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He  who  laughs  last 

Five  YEARS  AGO  Laurence  Tisch  (see  p. 
140),  chairman  of  CBS  Inc.,  was  under 
siege.  On  his  watch,  CBS  had  sunk  into 
third  place  for  the  first  time  in  the 
history  of  the  Nielsen  TV  ratings.  Alter 
Tisch  generated  $3.4  billion  in  cash 
from  selling  such  prized  assets  as  CBS 
Records  and  the  magazine  division, 
Wall  Street  still  \'alued  the  noncash 
part  of  CBS  at  less  than  half  what  CBS' 


CBS  Chairman 
Laurence  Tisch 
Raise  cash, 
buy  in  stock, 
look  smart. 


four  owned  and  operated  T\'  stations 
alone  were  worth.  Calling  the  under- 
valuation "almost  ludicrous," 
Forbes  figured  cbs  was  one  heck  of  a 
cheap  stock  (Aug.  8,  1988). 

It  took  a  while,  but  eventually  Wall 
Street  saw  the  light.  Adjusting  for  a  $2 
billion  stock  buyback  in  1990,  CBS' 
stock,  recently  at  276,  has  appreciated 
at  an  annualized  rate  of  around  20% 
over  the  past  five  years.  That  com- 
pares with  11%  for  the  s&P  500  and 
10%  for  Cap  Cities/ABC. 

Loews  Corp.,  controlled  by  Tisch 
and  other  insiders,  owns  22.5%  of  CBS, 
recently  worth  $842  million.  Loews 
has  been  hit  by  problems  involving 
asbestos  claims,  cigarettes  and  hotels. 
Had  it  not  been  for  the  runup  in  CBS, 
Loews  probably  would  have  been 
clobbered  on  Wall  Street. 

Can  CBS  keep  it  up?  In  Januan,'  late- 
night  host  David  Letterman,  formerly 
of  NBC,  signed  a  $14-million-a-year 
contract.  But  more  important  is  how 
CBS  does  with  its  prime-time  sched- 
ule. The  top  network  in  prime  time 
two  years  running,  cbs  easily  won  the 
first  week  of  the  new  fall  season.  Stay 
tuned.  -Sharon  Moshavi 


Time  to  go  public 

A  YEAR  AND  A  HALF  AGO   (Mar.  30, 

1992)  Forbes  saw  a  tough  road  ahead 
for  many  of  the  countiy's  regional 
shopping  malls,  source  of  several 
Forbes  Four  Hundred  fortunes. 
Lured  by  factory  outlet  malls  and 


other  discount  alternatives,  consum- 
ers were  spending  less  time  cruising 
traditional  malls.  Even  developers  like 
Edward  DeBartolo  and  Melvin  Si- 
mon were  under  pressure.  Another 
ominous  sign:  the  rise  of  just-in-time 
retailing,  whereby  Americans  shop  by 
computer,  TV'  or  telephone  (May  24). 

Now  se\'eral  mall  owners  are  tndng 
to  sell  the  bulk  of  their  properties  to 
the  investing  public.  Ajiiong  those 
seeking  to  take  their  mall  properties 
public  are  such  past  and  present 
Forbes  Four  Hundred  members  as 
DeBartolo,  Simon,  Jerr)'  Moore  and 
partners  Judd  Malkin  and  Neil  Bluhm 
of  Chicago's  JMB  Realt\'. 

A  pioneer  in  this  movement  is  Al- 
fred Taubman  (see  p.  208).  Last  No- 
vember he  changed  his  company  into 
a  real  estate  investment  trust,  or  RETT, 
raising  nearly  $300  million  in  a  public 
offering.  From  an  initial  offering  price 
of  1 1,  the  stock  of  Taubman  Centers, 
Inc.  has  risen  to  a  recent  14%. 

But  whether  other  mall  REITs  will 
do  as  well  as  Taubman's  is  question- 
able. Mall  watcher  Therese  Byrne, 
publisher  of  newsletter  Retail  Ma.x- 
im,  urges  investors  to  study  the 
growth  potential  of  the  indix'idual 
properties  in  a  majl  REIT's  portfolio. 


Shopping  mail 
developer 
Alfred  Taubman 
When  the  going 
gets  tough, 
the  tough 
sell  equity. 


"With  so  many  different  retail  alter- 
natives," she  opines,  "I  think  only 
20%  of  regional  malls  are  capable  of 
producing  the  kind  of  long-term  re- 
turns investors  are  hungr\'  for." 

To  lure  inxestors,  ciexelopers  arc 
paying  big  dividends  and  creating  at 
tractive  yields — 6%  in  Taubman  Cen 
ters'  case. 

Mehin  Simon  is  keeping  some 
lousy  properties  out  of  his  REIT. 
Among  them  are  two  of  his  malls  in 
Joliet  and  Pekin,  111.  The  holder  of  the 
mortgages  on  both  properties,  Mas- 
sachusetts Mutual  Life  Insurance,  has 
already  foreclosed  on  the  Joliet  mall 
and  plans  to  do  the  same  with  the 
Pekin  mall. 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  that's  what  it 
takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Weil,  it's  here.  The  Hotel  Millenium— 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day.  24  hours  a  day.  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity. 

When  you're  ready  to  experience  execu- 
tive travel  the  way  you  want  it,  where  you 
want  it,  call  (800)  835-2220,  (212)  693-2001 
or  your  travel  planner. 


THE  HOTEL 


MILLENIUM 

IT'S  ABOUT  TIME. 


For  reservations,  call  (800)  835-2220 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


ESTABLISHED  1818 


Where 
business 
meetings  are 
set  to 
music 


THE  PENINSULA 

MANILA 

if; 

s  //  1  K  I      r  U  I     I   \  r  I  R  I  I  \  <  I 


l  ollfree:  (800)  223  6800 
Tollfree:  C800)  323  7500 
The  Peninsula;  Hong  Kong  • 
Manila  •  New  York  •  Beverly  Hills  • 
The  Palace  Hotel  Beiiins  • 
The  Kowloon  Hotel  Hong  Kong. 


Benham  Utilities  Income  Fund 


A  New  Way  To  Add  The  Power  of 
Utility  Stocks  To  Your  Portfolio 


10% 


S&P  UtniHes 
Index  Yiekis 


1946 


UTIIITY  STOCK  YIELDS  VS.  STOCK  MARKET  YIELDS 


1992 


vJver  the  past  25  years,  utility  stocks  have  provided  higher  yields  and  more 
price  stability  than  the  broader  stock  market.  While  there  is  no  assurance  this 
trend  will  continue,  Benham  Utilities  Income  Fund  offers  you  the  potential 
for  rising  income  and  long-term  capital  appreciation. 

True  No-Load  Value 
As  with  all  Benham  funds,  you  pay  no  sales  commissions  or  12b-l  fees.  And 
according  to  Morningstar,  Inc.,  our  operating  expenses  of  0.75%  are  signifi- 
cantly lower  than  the  1.28%  average  for  all  utility  funds. 


Gall  1-800-472-3389,  Dept.  321 


□  The  Benham  Group 

Managing  $10  billion  in  true  no-load  mutual  funds 


® 


Call  for  a  free  investment  <^uide  and  prospectus  with  more  complete  information  on  management  fees 
and  expenses.  Please  react  it  carefidly  before  you  invest.  The  chart  above  is  not  indicative  of  the 
Fund's  future  performance.  Source:  'Standard  &  Poor's  Security  Price  Index  Record.  Benham 
Distributors,  Inc.,  1665  Charleston  Rd.,  Mountain  Vtezv,  CA  94043 


Considering  a  mall  RKIT?  Better 
read,  and  understand,  the  prospectus. 

Aiming  high 

"IT'S  A  HUGE  GAMBLE,"  admits  Min- 
neapolis broadcaster  Stanley  S.  Hub- 
barci,  60.  "But  our  view  is  we  should 
build,  and  not  sit  back  and  relax.'" 

In  December  gm's  Hughes  Com- 
munications, Inc.  will  launch  the  first 
of  two  direct-to-home  broadcast  sat 
ellites;  the  second  goes  up  in  mid 
1994.  Unlike  satellite  TV  systems  now 
on  the  market,  the  high-powered 
Hughes  birds,  utilizing  cligital  tech 
nologv,  will  let  customers  use  small 
18-inch  dishes  to  pull  in  ciystal-cleai 
pictures  and  sound  (Nov.  11,  1991). 
The  setup  will  retail  for  around  $700. 

Hughes  will  own  most  of  the  trans- 
mission capacit)'  on  the  satellites  and 
will  launch  its  own  sen  ice,  DirecT\' 


Minneapolis 
broadcaster 
Stanleys.  Hubbard 
Can  he  sign  up 
20  million 
satellite  TV 
homes  by  1998? 


at  a  cost  of  nearly  $1  billion.  DirecTv 
will  offer  about  150  channels,  includ- 
ing roughly  30  cable  T\'  mainstays 
like  CNN  and  Superstation  TBS,  and 
multitude  of  pay-per-view  movies. 

Hughes  has  sold  Hubbard  about 
third  of  its  first  satellite's  capacit)'  a' 
well  as  the  rights  to  its  digital  technol 
ogy.  Majorit)'-owned  by  Hubbari. 
and  costing  about  $225  million  tc 
launch.  United  States  Satellite  Broad- 
casting, Inc.  will  offer  25  to  30  chan 
nels.  These  will  include  2  ad-support- 
ed channels  free  to  viewers,  a  lineup  o! 
different  cable  stations  than  DirecTv 
plus  14  movie  channels  like  HBO. 

Customers  will  subscribe  to  the. 
Hughes  and  Hubbard  services  scpa 
rateh'.  Hubbard  says  he  hopes  to  sigr 
up  about  20  million  homes  by  1998. 

After  taking  on  hea\y  debt  to  fi 
nance  his  bold  gambit,  Hubbard  is  nc 
longer  a  Forbes  Four  Hundred  mem 
ber.  But  the  absence  may  be  tempo 
ran'.  "WeMl  get  our  money  back  ir 
spades,"  he  vows. 

-Neil  Weinberg  i 
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DRESS 


You  know  where 
you're  headed.  To 
the  land  of  board 
rooms.  Just  one  tip 
on  what  to  expect 
there...  the  Florsheim 
Classic  Wing-Tip. 

Our  Classic  fills  more 
board  rooms  than  any 

other  dress  shoe, 
whether  the  market  is 
bear,  or  bull.  The 
price  of  success? 
Around  $100.  A 
small  investment 
when  you  consider 
the  returns. 

So  when  you  get  to 
the  top,  don't  forget 
to  look  down.  You'll 
see  a  lot  of  these 
working  for  you. 
The  Florsheim 
Classic  Wing-Tip. 


F  LORS  H  E I 


There's  More  To  Florsheiir 

.1 


ruiiPta  iwrunmen 

EDI^  BY  THOMAS  JAFFE 


Bill  and  Hillary's  nest  egg 

Where  ha\'E  Bill  and  Hillaiy  Clinton 
invested  their  money?  They  are  prob- 
ably long  telecommunications  stocks 
like  Motorola  as  well  as  cable  televi- 
sion stocks  like  Time  Warner  and  TCl. 
Informer  has  learned  that  the  Clin- 
tons have  established  a  blind  trust 
with  Joseph  McNay  of  Essex  Invest- 
ment Management  Co.  in  Boston 
(Forbes,  Au/j.  2).  While  no  one  will 
say  how  McNay  has  invested  the  Clin- 
tons' money,  McNay  is  known  to  be 
bullish  on  communications,  bearish 
on  branded-goods  stocks.  How  big  is 
the  Clinton  account?  Something  less 
than  $1  million. 

-Robert  Lenzner 

All  the  money? 

"OPRAH'S    GOT   ALL   THE  MONEY," 

joked  David  Letterman  recently. 
Maybe  not  all,  but  an  awflil  lot.  She 
tops  Forbes''  list  of  the  wealthiest 
entertainers  (Sept.  27),  with  a  two- 
year  total  of  $98  million,  bringing  her 
nine -year  earnings  to  just  short  of  a 
quarter  of  a  billion  dollars.  She's  an 
odds- on  favorite  to  make  The  Forbes 
Four  Hundred,  if  not  next  year,  cer- 
tainly in  1995. 

How  does  she  do  it?  First,  her  show 
averages  a  35%  audience  share  in  her 
time  slot.  Second,  she  owns  100%  of 
The  Oprah  Winfrey  Show.  That  gi\'es 
her  the  bargaining  power  to  com- 
mand a  high  percentage  of  the  syndi- 
cation revenues  from  distributor  King 
World — somewhere  between  55% 
and  66%.  "Nobody  gets  a  deal  like 
Oprah,"  says  one  television  analyst. 
"Nobody."  Even  Bill  Cosby  gets  only 
a  third  of  his  syndications. 

But  then  Letterman's  not  poor, 
either.  His  new  $14-million-a-vear 


contract  from  c;bs  almost  guarantees 
him  a  place  on  next  year's  Top  40 
entertainers  list.    -Steven  Zausner 

$50  million 

is  a  lot  of  apology 

James  M.  Moran,  net  worth  estimat- 
ed at  $600  million  or  more,  is  the 
embattled  owner  of  Southeast  Toyota 
Distributors — exclusive  distributor 
for  five  states.  But  even  the  superrich 
can  have  problems.  Beginning  in 
1986  a  number  of  the  dealers  he 
wholesaled  to  have  sued  Moran, 
charging  illegal  trade  actions,  includ- 
ing fraud  and  racketeering.  The  pug- 
nacious Moran  vowed  to  fight  to  the 
last  lawyer  amicist  rumors  that  Mor- 
an's  distribution  contract  would  be 
stripped  by  Toyota  Motor  Sales. 

The  battle  is  about  to  be  settled 
peacefully.  Moran  brought  in  Colin 
Brown,  a  former  attorney  for  Fuqua 
Industries,  whose  less  contentious 
style  seems  to  have  made  all  the  differ- 
ence in  the  suits.  And  Toyota  Motor 
Sales  late  this  summer  not  only  re- 
newed Moran's  five-year  distribution 
contract  a  year  early,  but  for  six  years, 
so   Moran   wouldn't   be  inconve- 


ABOVE: 

James  M.  Moran 
Oh,  what  he  did 
for  you, Toyota! 


LEFT: 

Oprah  Winfrey 
Eat  your  heart 
out.  Bill  Cosby. 


nienced  bv  having  to  renev\-  a  veai 
early,  in  1998. 

Brown's  strategy  was  simple:  Stod 
fighting  and  start  talking.  Moran  $c\ 
far  has  spent  some  $50  million  in  lega 
fees  and  settlements.  When  the  dus) 
settles,  the  bill  could  be  much  higher 
-RouERT  La  Francc] 

Poor  judgment 

Promoter  Stephen  Murphy,  44 
runs  something  called  American  Cap 
ital  Investments,  of  Marina  Del  Rev 
Calif  He  claims  to  have  made  a  for- 
tune buying  foreclosed  commercia 
real  estate  properties  and,  last  year 
decided  to  tell  his  secrets  in  a  series  o| 
how-to  books.  His  latest  title:  For 
merly  One  Up  On  Trump:  How  you  toi 
can  make  millions  in  Uncle  Sam ' 
$400  billion  real  estate  firesale!  Tlu 
volume  costs  $12.  Murphy  says  the 
price  is  a  tax-deductible  charitabk 
contribution  to  American  Capita 
Foundation  for  the  Homeless,  whicl' 
publishes  the  book  and  is  run  b\ 
Murphy. 

"I  really  admire  Steve  Murphy,' 
gushes  New  York  developer  Donalc 
Trump  on  the  book's  dust  jacket 
"Steve  commands  some  very  wise 
intelligent  negotiating  skills  and 
unique  purchasing  strategies." 

Trump  probably  now  wishes  he\ 
declined  the  endorsement  request 
On  Aug.  31  the  Securities  &  Ex 
change  Commission  charged  Murph) 
with  securities  fraud  and  froze  hi; 
assets.  According  to  the  sec,  one  o 
Murphy's  secrets  was  to  call  peopk 
who  bought  his  books  and  offer  then 
an  interest  in  one  of  the  distressec 
properties  that  his  company  was  buy 
ing.  F^ncouraged  by  the  promise  o 
returns  between  25%  and  135%  or 
their  investments,  some  180  sucker; 
ponied  up  more  than  $14.5  millior 
over  the  course  of  a  year. 

Only  $5  million  of  the  suckers 
money  was  used  to  buy  propertyl 
Some  of  the  money  went  to  promot- 
ing Murphy's  three  books;  some 
more  went  to  covering  sales  commis 
sions;  around  $700,000  went  to  Mur 
phy  himself  "He  needed  that  mone\ 
to  live  on,  to  pay  his  mortgage  anc 
buy  his  groceries,"  says  Murphy's  at 
torney  Irving  Einhorn.  Murphy  de 
nies  the  Securities  &  Exchange  Com 
mission's  charges. 
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Saks  Fifth  Avenue 

Also  available  in  Eau  de  Parfum  and  Eau  de  Toilette. 


It  is  New  York's  legendary 
private  hotel  and  residence 
of  world  leaders  in  the  arts 
and  business.  The  Sherry- 
Netherland  on  Central  Park 
at  Fifth  Avenue  and  59th 
Street  offers  more  than  the 
city's  best  address.  Its  lobby 
modeled  on  the  Vatican 
library,  Italian  Renaissance 
paneled  elevators,  65  indi- 
vidually decorated  rooms 
and  suites,  served  by  a  staff 
of  120,  reflect  The  Sherry's 
discerning  clientele. 


;  SH€RRY-NGffl€RlAND  I 


781  Fifth  Avenue,  N.Y.,  NY  10022 
'  Reservations:  800-247-4377 
212.355-2800  •  Fax  212-319-43Q6 


COACH 


AN  AMERICAN  LEGACY 

William  Ingersoll,  who  has  an  affinity  for  travel  and  adventure,  designs  and  builds  houses  in  Southern  California. 
He's  wearing  the  Monterey  Car  Coat,  No.  921,  $785,  in  a  specially  tanned,  weather-resistant  nubuc,  from  the  new  Coach  Leather 
Outerwear  Collection,  which  features  a  broad  range  of  leathers  and  styles.  Also  shown  is  the  Coach  Backpack,  No.  509,  $336. 
To  order,  or  for  a  complimentary  catalogue,  call  800  261-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  MOTHER  OF  ALL  BATTLES 


The  most  important  domestic  debate  of  this  generation 
is  health  care.  Not  in  30  years  has  the  government  tried 
to  grab  control  of  such  a  significant  portion  of  the 
economy.  A  nationalized  system,  as  Britain's  Margaret 
Thatcher  disco\'ered,  is  impossible  to  fundamentally  re- 
form or  dismantle. 

The  Clintons  well  know  that  once  an  encompassing 
Washington-dominated  health  insurance  scheme  is  in  place, 
its  power,  scope  and  intrusivencss  will  grow  inexorably. 
That's  why  tlie  First  Couple  are  willing  to  make  just  about 
any  compromise  to  win  passage  of  their  new  structure. 

Make  no  mistake  about  it — the  President's  plan  will 


destroy  small  businesses,  impose  significantly  higher  tax- 
es, lead  to  medical  care  rationing  and  suffocate  life- 
enhancing  medical  research  and  development. 

When  has  government  dominance  of  anything  ever 
meant  less  paperwork,  fewer  taxes,  lower  prices,  more 
choice  and  constant  innovation.' 

The  mostly  muted  Republican  response  is  a  disgrace. 
In  this  centur}^  the  GOP  catastrophically  imposed  sweep- 
ing trade  protection  in  1929-30,  thereby  triggering  a 
global  depression,  and  it  immorally  punted  on  the  great 
civil  rights  debates  of  1964-65.  Is  the  party  of  Lincoln 
about  to  blow  it  again? 


COMMUNISM'S  COUNTER-REFORMATION 


Except  in  the  Czech  Republic  and  Hungaiy,  unrecon- 
structed communist  apparatchiks  in  Eastern  Europe  and 
the  former  Soviet  Union  are  gaining  back  power  they  lost 
in  1989-91.  Parading  under  new  names  and  promising 
"social  justice,"  these  antidemocratic  forces  have  scored 
stunning  electoral  successes  in  Poland  and  Lithuania. 
They  are  dominating  governments  in  Ukraine,  Turkmen- 
istan, Azerbaijan,  Belarus  and  elsewhere.  Boris  Yeltsin 
beat  back  the  bad  guys  in  Moscow,  but  only  temporarily. 

The  U.S.  and  the  West  share  a  big 
part  of  the  blame  for  the  turmoil  that 
is  weakening  the  nascent  forces  of 
democracy,  free  markets  and  plural- 
ism in  Europe's  once  Red  lands. 

By  rewarding  speculation,  punish- 
ing thrift  and  hard  work,  by  under- 
mining a  society's  sense  of  order  and 
fairness,  inflation  makes  people  ripe 
for  totalitarian  takeover.  Inflation 
was  the  chief  cause  of  the  triumph  of 
communism  in  Russia  and  China, 
fascism  in  Italy  and  Nazism  in  Ger- 
many. It  undermined  South  Vietnam's  morale  in  fighting 
the  North  during  the  1960s. 

Given  this  history,  it  should  be  self-evident  to  Ameri- 
can and  Western  European  policymakers  that  the  most 
immediate,  constructive  help  they  can  extend  to  Russia 
and  other  previously  communist  lands  is  to  show  them 
how  to  destroy  the  inflationan'  virus. 

But  in  the  name  of  curing  the  disease,  we  worsen  it.  Most 
of  our  economic  advice  is  arse -backwards.  We  encourage 


Poland's  leading  Neocommunists:  Hard 
times  are  resurrecting  once  dead  Reds. 


free-market  reforms  in  the  hope  they  will  create  a  stable 
currency.  But  those  changes  won't  succeed  unless  you  first 
stop  spiraling  prices.  Yet  the  International  Monetary  Fund 
continues  to  prescribe  its  poisonous  stew  of  inflation- 
fueling  devaluations.  It  also  unwittingly  encourages  anti- 
entrepreneurial  tax  hikes.  The  only  remedy  it  has  for 
strengthening  a  nation's  money  is  bone-crushing  austerit)'. 

Why  is  it  beyond  the  Clinton  Administration's  ability 
to  recognize  how  destructively  perx'erse  all  this  is?  If  they 
ever  diagnose  the  situation  correctly, 
they  could  consult  the  history  books 
on  how  other  countries  have  quickly 
resurrected  currencies.  Germany,  Ja- 
pan anci  Italy  did  it  amidst  the  rubble 
from  World  War  11.  South  Korea  did 
it  in  the  mid-1960s.  Mexico  and  Ar- 
gentina have  done  it  recently.  Per- 
haps most  impressive,  dramatic  of  all 
was  how  the  U.S.  did  the  job  with 
the  dollar  two  centuries  ago.  Russia 
could  reaciilv  use  government- 
owned  assets,  which  are  still  im- 
mense, as  collateral  for  issuing  ruble-reviving  bonds. 

After  World  War  I  the  countries  of  Eastern  and  Central 
Europe  established  democracies.  Almost  all  were  afflicted 
with  h)'perinflation.  Result:  Democracy  collapsed  in  eveiy 
one  of  those  nations  except  Czechoslovakia.  Germany's 
ruinous  inflation  destroyed  that  countr}''s  non-home- 
owning  middle  class,  a  key  factor  in  Hitler's  rise  to  power. 

Must  we  stand  idly  by  and  let  Russia  rapidly  become  a 
modern  version  of  Germany's  ill-fated  Weimar  Republic.^ 
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CLASS  ENVY:  UN-AMERICAN 


Political  CONSUL!  ANT  James  Carville  relishes  his  Raspu- 
tinly  role  as  the  nation's  premier  practitioner  of  poison - 
pen  politics.  He  and  First  Client  Bill  Clinton  believe  they 
can  create  an  enduring  electoral  majority  via  the  vehicle  of 
class  warfare.  Hence,  their  chronic  refrain  last  year  that 
our  economic  problems  were  the  result  of  the  "rich'" 
getting  "inordinate"  tax  breaks  during  the 
1980s;  their  post-election  scapegoating  of 
pharmaceuticals,  physicians,  paper  compa- 
nies, insurers,  etc.;  their  perverse  push  this 
year  for  growth-destroying  tax  increases; 
and  the  White  House's  half-hearted  efforts 
to  win  congressional  approval  of  the  North 
American  Free  Trade  Agreement — Clin- 
ton's strategists  are  suspicious  that  so 
many  Republicans  are  in  favor  of  it. 

Republicans  have  been  largely  paralyzed 
by  such  rhetoric.  George  Bush  abandoned 
his  1989  fight  for  a  capital  gains  tax  cut 
when  Senator  George  Mitchell  levied  a 
Carx'ille-like  "giveaway  to  the  rich"  barrage  against  it. 
Most  GOP  congressional  members  avoided  criticizing 
Clinton's  income  tax  boosts  on  high-income  earners  lest 
the  President  accuse  them  of  pandering  to  the  well-to-do. 

Car\'ille  &  Co.  have  misread  history.  Americans  are  inter- 
ested in  getting  ahead,  not  in  tearing  one  another  down. 

Highly  respected  political  analysts  Michael  Barone  and 
Grant  Ujifi.isa  co-author  The  Almanac  of  American  Poli- 


Whitman:  A  stake  through 
class  warfare's  heart? 


tics.  In  the  latest  edition  they  write,  "Always  in  American 
history,  most  voters  care  much  less  about  punishing  the 
rich  than  about  rewarding  the  middle  class  and  strength- 
ening the  entire  economy.  Support  for  redistributivc 
economics  has  never  rallied  a  majority:  Kven  in  the  1930v 
polls  showed  that  Franklin  Roosevelt's  redistributionism 
was  not  a  vote-getter;  he  won  in  1936  as  a 
reward  for  stopping  the  downward  eco- 
nomic spiral  of  the  Depression,  and  in 
1940  and  1944  on  foreign  not  domestic 
issues.  If  the  economic  growth  of  the 
1980s  is  seen  to  have  been  uneven  and  the 
cultural  struggles  have  left  a  sense  that  we 
have  neglected  our  children,  those  defects! 
are  not  enough  to  make  Americans  em- 
brace economic  redistribution,  larger  gov 
ernment,  and  the  no-enemies-to-the-left 
cultural  liberalism  that  many  Democrats  in 
the  Clinton  Administration  and  Congress 
seem  ready  to  impose  on  America." 
In  New  Jersey,  GOP  gubernatorial  candidate  Christie 
Whitman  is  challenging  the  Clinton-Carville  thesis  head- 
on.  Her  campaign  centerpiece,  a  three-year,  30%-across- 
the-board  cut  of  the  state's  onerous  income  tax  rates,  is 
being  assailed  as  "welfare  for  the  rich." 

Most  Americans  respond  more  positively  to  the  pro- 
growth  optimism  of  a  Ronald  Reagan  than  to  the  surly, 
chip-on-the-shoulder  negativism  of  a  James  Carville. 


THE  BUCKEYE  STATE'S  BETTER  IDEA 


In  January  Ohio  Governor  George  Voinovich  enacted  a 
unique,  job-creating  tax  credit  incentive  that  is  already  a 
big  success — over  $1  billion  of  new  investments  and  over 
10,000  new  jobs. 

The  tax  credit  works  like  this:  If  a  company  agrees  to 
create  new]ohs  in  the  state,  Ohio  will  rebate  to  the  company 
a  portion  of  the  state  income  taxes  collected  from  those  new 
workers.  A  person  with  a  salary  of  $30,000  might  pay  the 
state  $750  in  income  taxes.  Ohio  would  then  give  back  a 
portion  of  that,  say,  60%,  or  $450,  to  the  employer.  The 


credit  doesn't  take  money  out  of  the  current  budget  since 
the  state  wouldn't  have  had  the  job  without  the  credit. 

Ohio  has  a  five-member  tax  credit  authority  that  deter- 
mines eligibility  and  negotiates  for  each  company  the 
percent  of  the  income  tax  to  be  rebated  and  the  duration 
of  the  incentive. 

Impressed  (and  defensive)  Indiana  and  Illinois  are 
considering  a  similar  measure,  and  New  Jersey's  Christie 
Whitman  has  promised  to  propose  a  variant  of  the  Ohio 
plan  if  she  wins  the  gubernatorial  election  this  November. 


A  World  Lit  Only  by  Fire 

(Little,  Brown  &  Co.,  $11.95).  Superb  surx'ey  of  Eu- 
rope's violent  metamorphosis  from  the  Middle  Ages  to 
the  Reformation.  Manchester  is  masterfijl  at 
giving  a  feel  for  how  people  lived,  the  assump- 
tions and  beliefs  that  governed  their  lives,  and 
the  dominant  political  ancJ  social  institutions. 
The  paradoxes  were  often  murderous:  Euro- 
peans slaughtered  each  other  by  the  tens  of 
thousands  in  the  name  of  nonviolent  Jesus. 
Breakaway  religions  from  the  "oppressive" 
Catholic  Church  were  as  intolerant  of  dissent 
as  was  Rome.  Despite  the  violence,  European 
civilization  gained  strength  and  began  to  have 
global  impact  with  the  "voyages  of  discover}'." 

Many  cultural  giants  of  the  Renaissance  were  devout 
believers  in  the  Church  of  Rome.  But  by  celebrating  the 


BLOODSTAINED  BIRTH  OF  A  NEW  AGE 

-b\'  William  Manchester    searching  for  truth,  they  unwittingly  set  in  motion  forces 

that  blasted  away  the  prevailing  orthodoxy,  making  possi 
ble  the  Reformation.  The  book's  best  section  chronicles 
Magellan's  extraordinary  exploits,  particularly 
his  determination  to  continue  his  historic  voy- 
age even  after  he  realized  that  one  of  its  key 
premises — that  what  is  now  called  the  Rio  de  la 
Plata  was  the  long- sought  pathway  between  the 
Atlantic  and  Pacific  Oceans — was  false. 
Excerpt:  Folklore  was  rich  in  violent  tales,  for 
death  was  [a]  constant  companion.  Half  th 
people  in  Europe  died,  usually  from  disease, 
before  reachinpi  their  30th  birthday.  At  45  [a 
man  'sj  hair  was  as  white,  back  as  bent,  and  face 
as  knurled  as  an  octogenarian 's  today.  A  youn^ 
girl's  life  expectancy  was  24.  Since  few  Europeans  possessed  a 
change  of  clothes,  the  same  raiment  was  worn  daily;  as  n 


individual,  by  rediscovering  classical  Rome  and  Greece,  by     consequence,  skin  diseases  were  astonishinjfly  prevalent. 
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SOMETIMES 
OVERNIGHT 

w-lP"'"'  IS 

OVERKILL. 


2  lbs. 
$2.90 

■ 

option.  Priority  Mail 


Do  you  automatically 
send  packages  overnight 
every  time  you  want  priority 
handling?  That  can  become 
a  pretty  expensive  habit. 

But  you  do  have 
another  option.  A  quick 
and  far  more  affordable 
from  the  Postal  Service.  It's 


not  overnight  but  it's  delivered  fast,  specially 
handled  and  only  $2.90  for  up  to  two  pounds. 
Call  1  800  THE  USPS,  ext  465  for 
a  free  Priority  Mail 
starter  kit. 

When  you  don't 
want  to  overpay  for 
overnight  delivery, 
we  deliver  for  you. 


1993  U  S.  Postal  Service 


United  States  Postal  Service 


"m  y^ateur, 

avant  garde, 
dynamique. 

pierre  cardin 

est  le  symbole  de 

r  elegance, 
la  modernite, 

la  diversite." 

The  mystique  of  France.  The  energy  of  America. 


Other  Comments 


Facing  the  Cmcial  Issue 

So  LONCi  AS  she  is  consistent  and  firm, 
[New  Jersey  gubernatorial  candidate] 
Christie  Whitman's  progrowth  pro- 
posal w  ill  help  her  blunt  Go\'ernor  Jim 
Florio's  attempts  to  change  the  sub- 
ject from  the  state's  economic  mess. 

At  the  advice  of  campaign  strate- 
gist (and  Bill  Clinton  adviser)  James 
Canille,  Mr.  Florio  has  tried  to  talk 
about  welfare  and  gun  control.  May^ 
be  Ms.  Whitman  should  tell  Mr.  Flo 
rio,  "It's  the  economy,  stupid." 
-Wall  Street  Journal  editorial 

Wheel  of  Misfortune 

About  oNh  of  even  four  dollars  spent 
in  the  land  is  spent  by,  or  put  in  the 
pocket  of  the  spender  by,  the  federal 
government.  If  the  go\ernment 
lurches  left  or  \'a\\'s  right,  a  big  chunk 
of  the  economy  lurches  or  yaw  s  with 
it.  But  it  is  hardly  a  surgical  policy 
instrument;  there  are  few  obvious  le- 
vers to  pull.  Half  a  trillion  dollars  or 
so  is  passed  out  to  citizens  each  year, 
either  directly,  as  in  Social  Security' 
payments,  or  in  the  form  of  medical 
sendees.  Another  $300  billion  pays 
for  the  3-million-strong  army  of  fed- 
eral civil  senants  and  a  ragout  of 
federal  programs,  from  Headstart 
($2.7  billion)  to  dust)'  relics  like  the 
Rural  Electrification  Administration 
(SI. 2  billion).  Finally,  the  govern- 


ment borrows  some  $300  billion 
each  year  from  banks,  insurance  com- 
panies, and  pension  funds  and  then 
cycles  most  of  it  back  as  interest  on 
the  debt — a  majestically  rotating 
wheel  of  money. 
-Ch.aiu.hs  R.  Morris, 
The  Atlantic  Monthly 

Beauty.  It  lives  in  the  eye  of  the 
beholder  but  vacations  in  the 
gene  pools  of  the  jet  set. 

-GixiA  Bhllafante,  Time 

Real  Justice  for  All 

The  MOST  dangerous  people  in  Amer- 
ica are  mobile  and  hunting.  They 
could  be  in  your  driveway  [or]  in 
traffic  behind  you.  The  most  danger- 
ous people  in  America  are  13  to  20. 
They  will  Idll  for  a  car,  a  can  of  Pepsi, 
a  quarter  or  nothing. 

Only  fear  of  punishment  keeps  peo- 
ple with  no  sense  of  moralit)'  straight. 
Our  jmenile  justice  system  was  de- 
signed in  the  1950s  for  teenagers  who 
were  truant  and  stole  hubcaps,  not  for 
highway  robbers,  rapists  and  murder- 
ers. For  today's  teenagers,  the  system 
is  but  a  minor  inconvenience.  Exen 
after  years  of  felonies  as  juveniles,  the 
initial  adult  arrest  is  treated  as  a  first 
offense,  with  another  slap  on  the  wrist. 


The  only  real  deterrent  to  crime  i^ 
sure  and  swift  punishment.  There  ij 
none.  Not  even  in  our  use  of  capital 
punishment.  There  is  no  deterrent  ii1 
warning  a  teenager  who  lives  for  today 
that  if  he  commits  murder  he  may  be 
executed  in  12  or  14  years.  Wher 
Giuseppe  Zangara  shot  at  Presideni 
Roosevelt  in  1933  and  shot  Chicag(j 
Mayor  Anton  Cermak,  Zangara  was 
executed  two  weeks  after  Cermak'; 
death.  That's  a  deterrent. 
-Mike  Barnicle,  Boston  Globe 

Growing  Pains 

Swift  corporate  growth  is  often  a 
messy  affair,  and  many  promising 
concerns  do  not  sun'ive  the  econom- 
ic equivalent  of  adolescence. 
-John  Steele  Gordon, 
American  Heritage 

Dire  Strait  ' 

Even  today  it  is  hard  to  belie\  e  that 
the  Rio  de  la  Plata; — actually  the  out- 
let of  two  enormous  rivers — is  not 
open  sea.  Its  mouth  is  140  miles 
wide,  and  its  western  shore  is  170 
miles  inland.  To  Europeans  accus- 
tomed to  the  Guadiana  Ri\'er  oil 
Spain  and  Portugal,  the  Tiber,  or  the 
Rliine,  it  must  have  resembled  the: 
great  straits  they  knew — the  Darda- 
nelles or  Gibraltar.  But  persuasi\  e  er- 
rors have  played  ke\'  roles  in  histon- 
before.  So  it  was  here.  Had  Magellan 
known  the  truth,  his  confidence 
would  ha\'e  been  erocied.  The  Span- 
ish would  have  rejected  the  uncertain 
applicant.  Even  if  they  hadn't,  Ma- 
gellan's iron  will,  which  was  to  be 
come  vital  to  the  voyage,  would  ha\  c 
been  weakened,  probably  fatally. 
-WiLLi.AM  Manchester, 
A  World  Lit  Only  By  Fire 

Any  More  Questions? 

As  Barbara  Hutton  told  the  Ameri- 
can consul  in  Tangier,  who  asked  her 
wh\'  she  had  herself  carried  eveiy- 
where  b\'  a  brawn\-  attendant:  "Why 
should  I  walk  when  I  can  hire  some- 
one to  do  it  for  me?" 
-Ted  Morgan, 
On  Becoming  Atnerican  H 
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growing  future  in  global 
markets. 


One  reason:  we've 
got  a  better  i  The  new 
i  Series'"  ATMs  -  from 
our  InterBold®  joint 
venture  with  IBM  -  are 
three  times  as  reliable  as 
the  previous  generation 
of  ATMs. 

You  can  bank  on 
them  99%  of  the  time... 
guaranteed! 

The  i  Series  reflects 
the  quality  and  techno- 
logical strength  that  have 
made  us  a  leader  in  auto- 
mated teller  machines, 
security  products  and 
services. 

No  wonder  the  world 
has  its  eye  on  us. 


A  world  leader  in  automated 
teller  machines,  security  products 
and  related  services. 


What  makes  ^11  Strei 
touch  with  the  latest  dynamk 
currencies,  commodities 
strange  things  most  of 


ivvy  enough  to  always  be  in 
companies,^ 
id  all  thosOiii 


industries, 
other 


dont  understand? 


PCs,  workstations  and  midrange  computers,  linked  to 

Mainframes,  what  else? 


To  describe  a  brokerage  as  an  information- 
intensive  business  is  a  bit  of  an  understatement. 
Like  certain  other  industries,  the  information  is 
the  business. 

That's  why  they  rely  so  heavily  on  mainframes 
to  serve  the  rest  of  their  computer  network. 

By  being  linked  to  a  mainframe,  every  desktop 
PC  and  workstation  has  access  to  vast  amounts  of 
information,  everything  from  customer  portfolios 
(o  emerging  company  research. 

And  since  for  businesses  like  this,  time  literally 
is  money,  companies  have  come  to  depend  on 
mainframes  to  give  them  access  to  that  information 
instantaneously.  24  hours  a  day,  7  days  a  week. 


The  fact  is,  no  matter  what  your  business, 
if  it  depends  on  information,  nothing  can 
"serve"  the  rest  of  your  computer  network 
"clients"  to  nearly  the  degree  a  mainframe  can. 
And  the  new  "openness"  of  mainframes 
allows  them  to  serve  just  about  any  kind  of 
hardware  and  software. 

Every  day,  information  plays  an  increasingly 
vital  role  in  the  success  of  more  and  more 
businesses.  And  so  do  mainframes.  Because 
nothing  is  better  equipped  to  access,  manage, 
distribute  and  protect  your       ~~  ~~ 
information  than  a  mainframe.   Z  ___ 
Absolutely  nothing.  SISS^SS  T  S 


The  IBM  System/390" 


IBM  and  System/390  are  registered  trademarks  of  International  Business  Machines  Corporation  ©  1993  IBM  Corp 


Commentanr 

on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Chairman 


NAFTA-FREE  TRADE 

In  all  the  welter  and  heat  of  the  debate  over  the 
North  American  Free  Trade  Agreement  (NAFTA),  one 
or  two  points  are  receiving  far  less  attention  than  their 
importance  warrants.  The  first  is  the  effect  of  a  U.S. 
congressional  defeat  of  this  agreement  on  relations  with 
Mexico — and  on  Mexico  itself  Mexico  has  had  a  large 
tariff  (currently  10%)  on  the  import  of  American  goods 
for  many  years.  NAFTA  would  eliminate  that  tariff  and 
the  4%  U.S.  tariff  on  Mexican  goods.  It  would  also 
eliminate  most  of  Mexico's  hea\y  protection  on  industry' 
and  agriculture.  As  Senator  Bill  Bradley  (D-N.J.)  has 
pointed  out,  NAFTA  \\ill  make  it  far  easier  for  us  to 
produce  goods  and  sendees  in  the  U.S.  and  sell  them  to 
Mexico  than  it  is  now.  If  NAFTA  becomes  law,  there 
will  also  be  far  less  incentive  for  American  manufactur- 
ers, who  would  rather  produce  at  home  anyway,  to  move 
production  to  Mexico.  In  short,  the  demagogic  non- 
sense still  being  peddled  by  Mr.  Perot  is  just  that. 

Cutting  off  Our  Nose  To  Spite  Our  Face 

If  our  Congress  votes  against  NAFTA  and  the  great 
benefits  that  can  come  from  it,  the  most  immediate  effect 
will  be  that  Mexican  President  Salinas  and  his  courageous 
policies  will  be  discredited.  Salinas'  supporters  will  proba- 
bly be  replaced  by  people  who  will  see  our  rejection  as  a 
vindication  of  their  support  of  more  ruinous  protection- 
ism. President  Salinas'  policies  have  enabled  U.S.  exports 
to  Mexico  to  surge  from  $12.4  billion  in  1986  to  $40.6 
billion  last  year.  Without  NAFTA,  Mexico  will  under- 
standably turn  elsewhere  for  many  of  its  imports,  and  we 
will  lose  hundreds  of  thousands  of  export-related  jobs. 

It  is  clear  that  Mexico  will  regard  a  rejection  of  NAFTA 
as  an  affront.  Mexico  will  also  use  it  as  an  excuse  for 
lessening  any  attempt  to  control  illegal  immigration  or 
other  harmful  border  actix  ities.  Defeat  will  be  more  than  a 
rejection  of  free  trade.  It  will  reinforce  the  obviously  false 
anti-NAFTA  arguments  being  heard  in  Congress  and  give 
the  Mexicans  a  reason  to  feel  they  can  never  tmst  the  U.S. 

This  is  not  to  say  that  NAFTA  should  be  adopted 
simply  because  its  defeat  could  turn  Mexico  into  an 
unfriendly  and  ditBcult  neighbor.  We  have  far  more 
positive  reasons  for  adopting  it  than  that,  but  the  efTect  of 
a  rejection  should  not  be  overlooked. 

And  if  NAFTA  should  be  defeated,  one  can  expect 
much  the  same  reaction  in  Canada. 


OR  DEMAGOGUERY? 

How  did  we  get  to  the  point  where  an  agreement 
that  is  so  strongly  in  our  interests  and  those  of  our 
neighbors  is  threatened  with  congressional  defeat?  In 
large  part  this  has  come  about  because  during  his  cam- 
paign Mr.  Clinton  v\as  reluctant  to  support  NAFTA 
wholeheartedly  and  insisted  on  side  agreements  in  a 
characteristic  attempt  to  please  ever^'body.  These  are 
t)'pical  of  Clinton  campaign  tactics:  Policies  are  crafted 
not  for  their  intrinsic  merits  but  simply  to  satisfy  as  many 
clamorous  special  interest  groups  as  possible.  These 
agreements  have  turned  a  sound  and  careflilly  negotiated 
trade  agreement  into  a  cumbersome,  unneeded  attempt 
to  appeal  to  labor  and  environmental  lobbyists. 

Mayhem  on  the  Side 

The  side  agreements  are  also  sadly  t\^pical  of  our  "Co- 
lossus-of-the-North"  approach  to  Mexico  that  has  caused 
so  much  justified  unhappiness  south  of  the  border.  Con- 
gressmen and  others  who  are,  to  put  it  most  kindly, 
highly  responsive  to  the  demands  of  labor  and  environ- 
mental lobbies,  have  expressed  horror  at  Mexico's  envi- 
ronmental and  labor  standards.  The  side  agreements  will, 
therefore,  allow  anyone  to  file  a  complaint  with  the  new 
commissions  to  be  established  under  what  was  originally 
a  free-trade  treaty  and  claim  that  there  has  been  a  repeat- 
ed failure  to  enforce  a  countny''s  national  labor  and 
environmental  standards.  All  of  this  will  be  mediated  by 
commissions,  panels  of  experts — court  actions  in  Cana- 
da— and  can  mean  imposition  of  tariffs  and  Cjuotas.  And 
this  in  a  "free-trade"  agreement. 

None  of  this  idiocy  was  enough  to  con\'ince  Democrat- 
ic protectionist  Congressmen  Gephardt  and  Bonior  et  al., 
who  are  still  opposed  to  NAFTA.  What  these  side  agree- 
ments did  accomplish,  of  course,  is  to  add  various  insult- 
ing and  protectionist  elements  to  a  free -trade  agreement. 
They  did  it  in  such  a  way  as  to  endanger  some  of  the 
strong  political  support  from  free  traders  that  was  alread\' 
behind  NAFTA. 

The  process  is  reminiscent  of  the  congressional  pro- 
pensity' to  add  to  key  bills  irrelex  ant  and  unwise  riders  that 
could  not  be  supported  alone. 

Mr.  Clinton's  current  strong  support  of  NAFTA  is 
most  welcome.  But  if  NAFTA  should  be  defeated,  he  will 
not  have  to  look  farther  than  his  own  office  to  find  who 
caused  its  loss.  M 
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Warren  Buffett  this  year  moves  to  the  top  of  The  Forbes  Four  Hundred. 
Herein  he  explains  how  he  picks  his  uncannily  successful  investments  and 
reveals  what  he  plans  on  doing  with  all  that  loot  he  has  accumulated. 

Wanren  Buffett's  idea  of  heaven: 

"I  don't  have 
to  woirk 
with  people  I 

don't  like'' 


By  Robert  Lenzner 

On  the  night  of  Aug.  17,  a  steady  stream  of  young 
baseball  fans  approached  a  middle-aged  businessman 
wearing  a  red  polo  shirt  who  was  sitting  near  the  field  at 
Omaha's  Rosenblatt  Stadium.  Often  shyly,  always  defer- 
entially, they  asked  him  to  sign  their  scorecards.  Warren 
Buffett  accommodated  them — in  such  numbers  as  to 
almost  guarantee  the  famous  financier's  signature  won't 
bring  premium  prices  on  the  autograph  market. 

Except  for  the  polite  autograph  seekers,  there  were  no 
indications  that  this  pale,  slightly  bulging  Omaha  natix  e 
was  the  richest  person  in  America  and  an  inxestmcnt 
genius  on  a  scale  that  the  world  rarely  sees.  There  were  no 
fawning  retainers  or  hangers-on,  no  bodyguards  to  drive 
off"  paparazzi  and  supplicants.  Buffett  is  25% 
owner  of  the  Omaha  Royals,  minor  league    Warren  E.  Buffett, 
affiliate  of  the  Kansas  CitA'  Royals,  and  by  all    cfiairman,  Berkshire 
appearances  that  day  you  would  have  thought  Hathaway 
that  is  all  he  is.  His  close  friend,  Charles  Munger,     "I  have  in  life  all  I 
puts  it  this  way:  "One  of  the  reasons  Warren  is  so    want  right  here." 
cheerful  is  that  he  doesn't  have  to  remember  his  i^^HH 


lines" — meaning  that  the  public  BufTett  and  the  private 
Buffett  are  the  same  man. 

Except  for  his  company's  private  plane — more  a  busi- 
ness tool  than  a  luxur\' — there  is  nothing  of  self-impor- 
tance about  him.  He  drives  his  own  car,  lives  in  a 
nondescript  house,  hardly  ever  vacations  and  just  last 
month  passed  up  an  invitation  from  his  close  friend, 
former  Washington  Post  chairman  Katharine  Graham,  to 
dine  with  President  Clinton  on  Martha's  Vineyard.  Buffett 
will  travel  a  long  way  for  a  good  bridge  game,  but  he'll 
scarcely  bother  to  cross  the  street  for  the  sake  of  rubbing 
shoulders  with  celebrities. 

"I  have  in  life  all  I  want  right  here,"  he  says.  'T  love 
even'  day.  I  mean,  I  tap  dance  in  here  and  work 
with  nothing  but  people  I  like.  I  don't  have  to 
work  w  ith  people  I  don't  like."  BufTett  caps  the 
statement  with  a  t)'pically  midwestern  cackle. 

That's  Warren  Buffett,  living  proof  that  nice 
guvs  sometimes  dt)  finish  first.  And  we  do  mean 
first.  Forbes  figures  Warren  Buffett  is  now  the 
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richest  person  in  the  U.S. 

This  folksy,  only-in-America  character  was  worth — as 
Forbes  went  to  press — $8.3  billion  in  the  form  of  42%  of 
his  investment  ccimpany,  Berkshire  Hathaway,  whose 
shares  at  $16,600  each  are  the  highest  priced  on  the  New 
York  Stock  Exchange. 

Berkshire  Hathaway  owns  48%  of  Geico  Corp.,  a  big 
insurance  company;  18%  of  Capital  Cities/ABC,  Inc.;  11% 
of  Gillette  Co.;  8.2%  of  Federal  Home  Loan  Mortgage 
Corp.;  12%  of  Wells  Fargo  &  Co.;  about  7%  of  the  Coca- 
Cola  Co.;  15%  of  the  Washington  Post  Co.;  14%  of 
General  Dynamics;  14%  of  the  voting  power  in  Wall 
Street's  Salomon  Inc.  We  could  go  on,  but  we  won't, 
except  to  add  the  Buffalo  News,  a  newspaper  he  bought  for 
$32.5  million  in  1977  and 
that  now  throws  off  more 
cash  before  taxes  each  year 
than  he  paid  for  it. 

With  this  broadly  diver- 
sified mix,  Buffett  has  in 
the  current  bull  market 
squeezed  past  Bill 
Gates — net  worth  $6.2 
billion — and  John  Kluge, 
at  $5.9  billion,  to  take  top 
spot  on  The  Forbes  Four 
Hundred. 

There's  an  excellent 
chance  he'll  stay  there  for 
a  good  while.  Most  previ- 
ous holders  of  the  title — 
Gates,  Sam  Walton,  John 
Kluge — made  their  for- 
tunes in  a  single  industry, 
and  their  fortunes  are  tied 
to  that  industiy.  But  Buf- 
fett's  Berkshire  Hathaway 
has  spread  its  investments 
across  a  broad  range:  me- 
dia, soft  drinks,  manufac-  HM 
turing,  insurance,  bank- 
ing, fuiance,  consumer  goods.  As  long  as  the  economy 
grows,  you  can  count  on  his  fortune  continuing  to  grow. 

It's  almost  equally  certain  that  when  this  63-year-old  is 
called  to  his  reward,  he  will  have  set  the  stage  for  the 
biggest  charitable  foundation  ever,  one  that  easily  will 
dwarf  the  legacies  of  Rockefeller,  Ford  and  Carnegie.  Over 
the  past  23  years,  Buffett's  in\'estments  have  compounded 
his  wealth  at  an  a\'erage  annual  rate  of  29%.  He  probably 
can't  keep  that  up.  But  give  him  1 5%.  If  he  lives  another  20 
years  and  does  15%,  the  Buffett  Foundation  will  have  well 
over  $100  billion.  If,  as  is  quite  possible,  he  lives  a  good 
deal  longer  .  .  .  well,  you  get  the  picture. 

What  would  be  the  first  thing  most  Forbes  readers 
would  ask  Warren  Buffett  if  they  could  have  a  few  words 
with  him.'  Of  course:  Warren,  what  do  you  think  of  the 
stock  market.^ 

We  asked  him,  but  Icnowing  he  hates  the  question,  we 
did  it  111  u  slightly  roundabout  fashion.  What  would  his 
hero  and  mentor,  Benjamin  Graham,  sav  about  the  stock 
market  today? 


Buffett:  no  special  treatnieiii 

"If  the  coach  of  a  football  team  puts  11  lousy  guys 
out  on  the  field,  he  loses  his  job.  [But]  the  board  never  loses 
their  job  because  they've  got  a  mediocre  CEO." 


Not  missing  a  beat,  Buffett  shot  back  with  the  responsej 
Graham  gave  when  he  appeared  befc:)re  the  1955  Fulbrightj 
hearings  in  Washington:  "  'Common  stocks  look  high  and 
are  high,  but  they  are  not  as  high  as  they  look.'  And  my 
guess  is  that  he  [Graham]  would  say  the  same  thing 
today." 

That's  about  the  limit  of  the  specific  investment  advice 
Buffett  is  willing  to  give:  high  but  not  too  high.  We 
suppose  that  would  translate  into  brokerese  as  a  "hold" 
rather  than  as  a  "buy." 

In  dodging  the  question,  Buffett  is  not  just  being 
evasive.  Like  Graham  and  the  famous  British  economist! 
and  brilliant  stock  market  investor  John  Maynard  Keynes 
whose  thinking  he  greatly  admires,  Buffett  believes  that  allj 

there  is  to  investing  is 
picking  good  stocks  at 
good  prices  and  staying 
with  them  as  long  as  they 
remain  good  companies 
He  doesn't  try  to  time  the 
market  or  to  catch  swings 
as  the  George  Soroses  and 
Michael  Steinhardts  do 
Buffett:  "Keynes  essen 
tially  said  don't  try  and 
figure  out  what  the  mar- 
ket is  doing.  Figure  out 
businesses  you  under- 
stand, and  concentrate. 
Diversification  is  protec- 
tion against  ignorance, 
but  if  you  don't  feel  igno- 
rant, the  need  for  it  goes 
down  drastically." 

In  a  wide-ranging  series 
of  conversations  with 
Forbes,  Buffett  expound- 
ed on  his  investment  phi 
losophy.  His  most  basic 
rule  is:  Don't  put  too 
many  eggs  in  your  basket 


business  school  graduate 
contract  promising  not  to 


and  pick  them  carefully. 

Buffett:  "1  believe  ever\' 
should  sign  an  unbreakable 
make  more  than  20  major  decisions  in  a  lifetime.  In  a  40- 
year  career  you  would  make  a  decision  every  two  years." 

Buffett  points  out  that  he's  not  prescribing  for  all 
im'estors.  Others  can  make  money  out  of  frenetic  tracking. 
"It's  doing  what  you  understand  and  what  )'ou  are 
psychologically  comfortable  with.  But  I  do  not  deny  the 
genius  of  a  Peter  Lynch  or  a  [Michael]  Steinhardt." 

Technolog\'  stocks  are  definitely  not  what  Buffett  feels 
comfortable  with.  "Bill  Gates  is  a  good  friend,  and  I  think 
he  may  be  the  smartest  guy  I've  ever  met.  But,  1  don't 
luiow  what  those  little  things  do." 

Except  for  a  position  in  Guinness  Pic,  the  international 
spirits  concern,  Berkshire  owns  no  foreign  stocks — ignor- 
ing as  usual  the  latest  Wall  Street  tad.  "If  I  can't  make 
money  in  a  $4  trillion  market  [the  U.S.],  then  I  shouldn't 
be  in  this  business.  1  get  $150  million  earnings  pass- 
through  from  international  operations  of  Gillette  and 
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oca-Cola.  That's  my  international  portfolio." 
Again,  it's  staying  with  what  he  feels  comfortable  with, 
i  wouldn't  mind  having  a  very  significant  percentage  of 
mv  portfolio  in  U.K.-domiciled  companies  or  German- 
ic )miciled  companies,  if  I  thought  I  understood  the 
ompanics  and  their  business  and  liked  them  well  enough, 
[fsome  guv  owns  the  onlv  newspaper  in  Hong  Kong  or 
->ydney,  Australia  and  it's  at  the  right  price,  I'm  perfectly 
.villing  to  buy  it." 

Those  papers  may  be  in  foreign  climes,  but  they 
are  in  a  business  he  well  understands.  That  gets 
close  to  the  heart  of  the  way  Buffert,  your 
c|uintessential  Midwesterner,  thinks:  not  in 
':oncepts  or  theories  but  in  intensely  practical  terms. 
Buffett  doesn't  buy  stocks;  stocks  are  an  abstraction.  He 
'juys  businesses — or  parts  of  businesses,  if  the  whole  thing 
Is  not  for  sale.  "I've  no  desire  to  try  and  play  some  huge 
trend  of  a  national  nature,"  is  the  way  he  puts  it. 

Buffctt's  disdain  for  trends,  concepts  and  the  slogans  so 
beloved  of  Wall  Street  grows  in  part  from  a  simple 
realization  that  neither  he  nor  any  other  man  can  see  the 
Future.  It  also  grows  from  his  extreme  inner  self-confi- 
dence: He  has  not  the  psychological  need  for  the  constant 
wheeling  and  dealing,  buying  and  selling  that  afflicts  so 
inany  successful  business  and  financial  people.  When  he 
believes  in  something,  he  does  not  require  immediate 
market  upticks  to  confirm  his  judgment. 

"What  I  like  is  economic  strength  in  an  area  where  I 
understand  it  and  where  I  think  it  will  last.  It's  very  difficult 
to  think  of  tvvo  companies  in  the  world  in  important  areas 
that  have  the  presence  and  acceptance  of  Cx)ke  and 
Gillette,"  two  of  Berkshire  Hathaway's  core  holdings. 

Some  smart  investors  like  to  say  they  invest  in  people, 
not  in  businesses.  Buffett  is  skeptical.  He  says,  in  his  wry 
way:  "When  a  manager  with  a  reputation  for  brilliance 
tackles  a  business  with  a  reputation  for  bad  economics,  the 
reputation  of  the  business  remains  intact." 

It's  not  that  Buffett  doesn't  think  managers  matter.  He 
does.  "When  [Chairman  Roberto]  Goizueta  and  [former 
president  Donald]  Keough  came  into  [leadership  at] 
Coca-Cola  in  the  1980s  it  made  a  terrific  difference," 
Buffett  says.  He  is  a  great  admirer  of  Thomas  Murphy  of 
Capital  Cities/ABC  and  Carl  Reichardt  of  Wells  Fargo  (sec 
folUnvinfj  story)^  two  big  Berkshire  holdings.  But  he 
doesn't  invest  on  people  alone.  "If  you  put  those  same 
guys  to  work  in  a  buggy  whip  company,  it  wouldn't  have 
made  much  difference." 

That  last  sentence  is  a  typical  Buffettism:  He  loves  to 
express  himself  thus  in  pithy  one-liners  that  are  humorous 
expressions  of  common  sense.  Listen  to  him  sum  up  his 
case  for  owning  Gillette  stock:  "It's  pleasant  to  go  to  bed 
every  night  knowing  there  are  2.5  billion  males  in  the 
world  who  have  to  shave  in  the  morning.  A  lot  of  the  world 
is  using  the  same  blade  King  Gillette  invented  almost  100 
years  ago.  These  nations  are  upscaling  the  blade.  So  the 
dollars  spent  on  Gillette  products  will  go  up." 

Or  how  he  thinks  of  himself  as  investing  in  businesses 
rather  than  in  stocks:  "Coca-Cola  sells  700  million  8- 
ounce  sen  ings  a  day.  Berkshire  Hathaway's  share  is  about 
50  million." 

His  credo,  though  he  doesn't  call  it  that,  can  be 


expressed  in  something  he  told  Forbhs:  "I  am  a  better 
investor  because  1  am  a  businessman,  and  a  better  busi- 
nessman because  1  am  an  investor."  He's  saying  a  great 
deal  in  this  seemingly  cryptic  statement:  that  business  and 
finance  are  not  two  separate  activities  but  intimately 
connected.  A  good  businessman  thinks  like  an  investor.  A 
good  investor  thinks  like  a  businessman. 

There's  a  fine  line  here,  however.  Buffett  doesn't  try  to 
run  the  businesses  he  invests  in.  As  he  puts  it,  "The 
executives  regard  me  as  an  investing  partner.  I'm  some- 
what involved,  talking  over  leadership  succession,  poten- 
tial acquisitions  and  other  important  matters.  Managers 
know  I  think  about  these  things  and  they  talk  to  me." 

To  keep  himself  posted  he  relies  very  little  on  the  gossip 
some  people  think  is  inside  information.  He  does  spend 
five  or  six  hours  a  day  reading,  with  lesser  periods  on  the 
phone.  He  hates  meetings.  Berkshire  Hathaway's  board 
meets  once  a  year.  But  Buffett  does  quite  faithfully  attend 
directors  meetings  at  Gillette,  Capital  Cities/ARc:,  Salo- 
mon Inc.,  USAir  Group  and  Coca-Cola  each  month. 

While  Buffett's  character  and  investing  style  are  all  his 
own,  they  owe  a  lot  to  three  influences.  "If  I  were  to  give 
credit  in  terms  of  how  I've  done  it  in  investments,  my  Dad 
would  be  number  one,  and  Ben  Graham  would  be  number 
two.  Charlie  Munger  would  be  number  three." 

He  credits  his  father,  Howard  BufTett,  a  stockbroker  and 
onetime  congressman,  with  setting  an  example  of  how  to 
behave.  "He  taught  me  to  do  nothing  that  could  be  put  on 
the  front  page  of  a  newspaper.  1  have  never  known  a  better 
human  being  than  my  Dad." 

He  credits  Graham  with  giving  him  "an  intellectual 
framework  for  investing  and  a  temperamental  model,  the 
ability  to  stand  back  and  not  be  influenced  by  a  crowd,  not 
be  fearfiil  if  stocks  go  down."  He  sums  up  Graham's 
teaching:  "When  proper  temperament  joins  with  proper 
intellectual  framework,  then  you  get  rational  behavior." 

Charles  Munger  is  Buffett's  sidekick,  vice  chair- 
man of  Berkshire  Hathaway  and,  after  Buffett 
anci  his  wife,  its  largest  shareholder,  with  1.8% 
of  the  stock.  He  lives  in  Los  Angeles,  but  he 
and  Buffett  are  on  the  phone  almost  daily.  "Charlie  made 
me  focus  on  the  merits  of  a  great  business  with  tremen- 
dously growing  earning  power,  but  only  when  you  can  be 
sure  of  it — not  like  Texas  Instruments  or  Polaroid,  where 
the  earning  power  was  hypothetical.  Charlie  is  rational, 
very  rational.  He  doesn't  have  his  ego  wrapped  up  in  the 
business  the  way  1  do,  but  he  understands  it  perfectly. 
Essentially  we  have  never  had  an  argument,  though 
occasional  disagreements." 

Disagreements?  Munger  says  that  there  are  times  when 
he  has  to  prod  Buffett  away  from  his  old  Ben  Graham 
attitudes  about  what  constitutes  a  bargain.  Munger: 
"Warren  was  a  little  slower  to  realize  that  a  ven'  great 
business  can  sell  for  less  than  it's  worth.  After  all.  Warren 
worshipped  Ben  Graham,  who  wanted  to  buv  companies 
at  a  fraction  of  the  liquidation  value,  and  it's  hard  to  go 
beyond  your  mentor.  Sure,  I  convinced  him  we  should  pay 
up  for  good  businesses." 

Today,  BufTett  realizes  that  "when  you  And  a  really 
good  business  run  by  first-class  people,  chances  are  a  price 
that  looks  high  isn't  high.  The  combination  is  rare 
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enough,  it\s  worth  a  pretty  good  price."  In  ahnost  every 
instancx"  that  pretty  good  price  gets  even  better  after  he 
buys  the  stock.  Coca-Cola  is  a  prime  example. 

One  diing  Mungcr  tloesn't  ha\e  to  rvxist  Riiffctt's 
arm  on:  They  bodi  believe  yon  should  never  sell 
those  gi"eat  businesses  as  long  as  they  stay  great, 
almost  regardless  of  how  high  the  stock  price 
gets.  Wliat  would  be  die  point?  You  would  ha\  e  to  reinv  est  the 
money  in  something  less  great.  As  Omai"  Kliayyam  put  it,  and 
Munger/Buffett  would  certainly  agree:  'T  often  wonder  what 
the  Vintners  buy  half  so  precious  as  the  stutf  they  sell." 

Buffett  says  he  is  permanently  attached  to  his  three 
vintage  media  hokiings,  the  Washington  Post,  C'apital 
Cities/ABC  and  the  Buffalo  News.  He  analyzes  these 
holdings:  "Television  networks  are  a  business  that's 
tougher  but  still  veiy  good  with  \'en'  good  management.  It 
generates  a  lot  of  cash.  The  Washington  Post  is  a  terribly 
strong  newspaper  property'  run  by  high-class  people.  Don 
[Graham],  the  new  chairman,  will  be  an  excellent  leader. 
It's  one  of  the  great  stories  of  generations  succeeding — 
three  7s  in  a  row.'" 

He'll  never  sell  the  lucrative  Buffalo  News.  Aren't 
newspapers  becoming  obsolete.'  Buffett:  'T  don't  think 
they're  technically  obsolete,  but  I  don't  think  it's  as  good  a 
business  as  it  used  to  be." 

Buftett  has  received  FTC  permission  to  raise  his  stake  in 
Salomon  Inc.  from  14%  to  25%,  even  though  Salomon 
shares  have  already  more  than  doubled  since  its  Treasun,' 
bond  scandal.  Why  did  he  wait  so  long  to  increase  his 
stake?  He  felt  it  wasn't  fair  to  buy  more  shares  when  he  was 
involved  in  turning  the  company  around. 

Are  great  inxestor/businessmen  like  Buffett  made  or 
born?  In  this  case,  the  verdict  would  have  to  be  the  genetic 
one.  As  a  kid  he  tracied  on  a  small  scale,  buying  Coca-Cola 
from  his  grandfather's  store  and  reselling  it  to  neighbors. 
When  he  was  20  and  a  stucient  at  Columbia  Unix  ersit)',  he 
started  studying  the  insurance  industiy.  His  hero  and 
professor,  Benjamin  Graham,  was  chairman  of  Geico, 
Government  Employees  Insurance  Co.,  based  in  Wash- 
ington, D.C.  Wanting  to  know  more  about  a  compan\' 
Graham  had  invested  in,  one  Saturday  Buffett  paid  a  cold 
call  on  Geico,  and  was  treated  to  a  five-hour  sermon  by 
Lorimer  Davidson,  then  vice  president  of  finance,  on  how 
the  insurance  business  worked. 

Burtett  then  had  about  $9,800  in  capital.  He  proceeded 
to  invest  three  quarters  of  it  in  Geico  stock.  "It  was  a 
company  selling  insurance  at  prices  well  below  all  the 
standard  companies,  and  making  15%  profit  margins.  It 
had  an  undenvriting  cost  then  of  13%  or  so,  whereas  the 
standard  companies  haci  probably  30%  to  35%  cost.  It  was  a 
company  with  a  huge  competitive  ad\'antage,  managed  by 
the  guy  that  was  my  God." 

In  those  days  Buffett  was  devouring  financial  tomes  the 
way  most  people  his  age  consumed  the  sports  pages  or 
myster\'  novels.  While  working  for  his  father's  brokerage 
firm  in  Omaha,  he  would  go  to  Lincoln,  Nebr.,  the  state 
capital,  and  read  through  the  convention  reports,  or 
statistical  histories  of  insurance  companies.  "I  read  from 
page  to  page.  I  didn't  read  brokers'  reports  or  anything.  I 
just  looked  at  raw  data.  And  I  would  get  all  excited  about 
these  things.  I'd  find  Kansas  City  Life  at  3  times  earnings. 


Western  Insurance  Securities  at  I  times  earnings.  I  never 
had  enough  money  and  I  didn't  like  to  borrow  money.  So 
I  sold  something  too  soon  to  buy  something  else." 

Jumping  back  to  the  present  for  a  moment,  he  com- 
ments: "I  was  overstimulated  in  the  early  days.  I'm  under- 
stimulated  how."  Stock  prices  are  many  times  higher  now, 
and  when  you  have  billions  to  invest  rather  than  thousands 
there's  a  lot  less  around  to  stimulate  you. 

Even  though  his  lack  of  capital  sometimes  led  him  to  sell 
too  soon,  Buffett  prospered.  Geico  and  Western  Insurance 
Securities  were  huge  winners. 

In  the  early  days  of  his  career,  he  followed  Graham's 
quantitative  guidelines  obsessively.  Graham  figured  you 
couldn't  lose  and  would  probably  gain  if  you  bought  a 
stock  for  less  than  the  value  of  its  working  capital  alone.  "I 
bought  into  an  anthracite  company.  I  bought  into  a 
windmill  company.  I  bought  into  a  street  railway  compa 
ny,  or  more  than  one."  But,  these  cheap  stocks  were  cheap 
for  a  reason;  the  businesses  were  dying. 

Buffett  soon  realized  that  instead  of  seeking  sure-thing 
statistical  bargains,  he  would  have  to  find  companies  that 
\\  ere  unden'alued  for  reasons  that  might  not  appear  on  the 
balance  sheet — things  like  valuable  brand  names  or  strong 
market  positions.  As  a  professional  money  manager  he 
began  to  make  spectacular  returns  for  his  clients,  with 
killings  in  such  stocks  as  American  Express  and  Disney. 

But  in  1969  he  took  down  his  shingle,  reairned  liis; 
partners'  mone\'  and  concentrated  on  liis  own  inx'estments. 
In  retrospect  die  timing  was  brilliant.  The  first  post- World 
War  II  bull  market  had  essentially  ended,  though  few  people  \ 
realized  it.  Although  a  handful  of  stocks  continued  to  risej 
until  1973  and  1974,  the  bull  was  exhausted.  i 

Aha!  So  Buffett  really  is  a  market  timer?  No,  he  says.  Hej 
simply  couldn't  find  any  stocks  he  wanted  to  buy  at  those 
prices.  If  it  conies  to  the  same  thing  either  way,  you  can  see 
that  Buffett  thinks  in  terms  of  companies,  not  in  terms  of 
markets.  "I  felt  like  an  oversexed  guy  on  a  desert  island," 
he  quips,  "I  couldn't  find  anything  to  buy."  j 

But  after  the  crash  of  1974,  which  took  the  Djl  down 
nearly  50%  from  its  previous  high,  he  had  plenr\'  of 
stimulation  in  his  search  for  bargains.  Re\'ersiiig  the  quip, 
in  November  1974  he  told  Forbes  he  felt  "like  an 
oversexed  guy  in  a  harem." 

In  the  mid- 1960s  he  had  bought  control  of  a 
down-at-the-hecls  textile  operation  in  New  Bed- 
ford, Mass.  It  looked  cheap  in  that  he  paid  less  than 
the  book  \'alue  of  the  assets.  Only  it  turned  out 
those  assets  weren't  worth  what  the  books  said  tlie\'  were. 
Says  Buffett:  "I  thought  it  was  a  so-so  textile  business,  but 
it  was  a  terrible  business." 

Yet,  ever  the  opportunist,  Buffett  used  the  base  as  a 
x  ehicle  for  slaking  his  passion  for  stocks  in  a  market  where 
the  Dow  Jones  industrial  average  was  well  below  1000.  Of 
Berkshire  Hathaway,  he  says:  "We  worked  our  way  out  of 
it  by  growing  the  other  capital,  but  in  the  late  60s  half  our 
capital  was  in  a  lousv  business  and  that  is  not  smart." 

Gradually,  Buffett  moved  away  from  pure  Ben  Graham 
to  modified  Ben  Graham.  It  was  then  that  he  made  his  fiit 
pavoff  in\'estnients  in  companies  like  the  Washington  Post 
that  were  then  unden  alued,  not  because  they  had  lots  ot 
cash  and  physical  assets  but  because  the\'  had  valuable 
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franchises  that  were  not  recognized  by  the  market.  He 
describes  the  cliange  in  parameters:  "Ben  Graiiam  wanted 
leverything  to  be  a  quantitative  bargain.  I  want  it  to  be  a 
quantitative  bargain  in  terms  of  future  streams  of  cash.  My 
guess  is  the  last  big  time  to  do  it  Ben's  way  was  in  '73  or 
'74,  when  you  could  have  done  it  quite  easily." 

Is  Warren  BufFett  infallible?  No  way.  He  readily  con- 
cedes he  left  $2  billion  on  the  table  by  getting  out  of 
Fannie  Mae  too  early.  He  didn't  buy  as  much  as  he  set  out 
to  and  sold  too  early.  Why?  He  shakes  his  head.  "It  was 
easy  to  analyze.  It  was  within  my  circle  of  competence. 
And  for  one  reason  or  another,  I  quit.  I  wish  I  could  give 
you  a  good  answer." 

He  also  sold  part  of  Berkshire's  position  in  AfTiliated 
Publications,  the  owner  of  the  Boston  Globe  newspaper, 
because  he  did  not  fully 
grasp  the  value  of  Affilia- 
ted's  big  position  in 
McCaw  Cellular.  He  is 
less  miffed  about  this  mis- 
take than  about  the  hnma 
one.  "I  missed  the  play  in 
cellular  because  cellular  is 
outside  of  my  circle  of 
competence." 

What  does  Buffett 
think  of  politics?  Buffett 
was  a  registered  Republi- 
can, like  his  father,  but  he 
switched  parties  in  the 
early  1960s.  "I  became  a 
Democrat  basically  be 
cause  I  felt  the  Democrats 
were  closer  by  a  consider- 
able margin  to  what  I  felt 
in  the  early  60s  about  civil 
rights.  I  don't  vote  the 
party  line.  But,  I  probably 
vote  for  more  Democrats 
than  Republicans."  i^^H 

If  Buffett  is  a  bit  cagey 
about  his  politics,  he  isn't  cagey  in  expressing  his  opinion 
about  some  U.S.  corporate  management.  "If  you  have 
mediocrity  and  you  have  a  bunch  of  friends  on  the  board, 
it's  certainly  not  the  kind  of  test  you  put  a  football  team 
through.  If  the  coach  of  a  football  team  puts  1 1  lousy  guys 
out  on  the  field,  he  loses  his  job.  The  board  never  loses 
their  job  because  they've  got  a  mediocre  CHO.  So,  you've 
got  none  of  that  self-cleansing  type  of  operation  that 
works  with  all  the  other  jobs." 

There's  a  general  impression  that  Buffett  plans  to  cut  off 
his  three  children,  forcing  them  to  fend  for  themselves. 
Nonsense,  he  says.  "They've  gotten  gifts  right  along,  but 
they're  not  going  to  live  the  life  of  the  superrich.  I  think 
they  probably  feel  pretty  good  about  how  they've  been 
brought  up.  They  all  function  well,  and  they  are  all 
independent,  in  that  they  don't  feel  obliged  to  kowtow  to 
me  in  any  way."  He  puts  modest  amounts  each  year  in  the 
Sherwood  Foundation,  which  is  used  by  his  children  to 
give  money  away  in  Omaha.  Another  family  foundation 
gives  S4  million  a  year  to  support  programs  promoting 


population  control. 

Beyond  that,  Buffett  has  sometimes  been  criticized  for 
not  giving  away  bigger  chunks  of  his  great  fortune — even 
when  pressed  by  friends  and  associates.  He  explains:  "I 
wouldn't  want  to  transfer  Berkshire  Hathaway  shares  to 
anyone  while  I'm  alive.  If  I  owned  a  wide  portfolio  of 
securities  I  could  give  them  away.  But,  I  don't  want  to  give 
up  control  of  Berkshire  Hathaway." 

But  when  death  cioes  force  his  hand,  his  legacy  is  going 
to  be  a  whopper.  He  plans  to  leave  100%  of  his  Berkshire 
Hathaway  holding  to  his  separated  but  not  estranged  wife 
Susan.  He  has  no  written  contract  with  Susan  that  the 
shares  will  go  into  a  foundation,  but  that  is  the  under- 
standing between  them.  Says  he:  "She  has  the  same  values 
I  do."  The  deal  is  whoever  dies  last  will  leave  the  Berkshire 

Hathaway   shares   to  a 


no 


Buffett  and  Nebraska  Furniture  Mart  founder  Rose  Blumkin 
A  good  businessman  thinks  like  an  investor. 
A  good  investor  thinks  like  a  businessman. 


foundation  with 
strings  attached. 

Buffett:  "I've  got  this 
fund  that's  not  yet  activat- 
ed, and  it  is  building  at  a 
rate  greater  than  other  en- 
dowments, like  Har- 
vard's. It's  growing  at  a 
rate  of25%to30%. 

"When  1  am  dead,  I 
assume  there'll  still  be  se- 
rious problems  of  a  social 
nature  as  there  are  now. 
Societ)'  will  get  a  greater 
benefit  from  my  money 
later  than  if  I  do  it  now." 
Any  hints  as  to  where  he'd 
like  to  see  the  money  go? 
Control  of  nuclear  prolif- 
eration is  vcvy  much  on  his 
mind.  "Who  knows  how 
many  psychotics  in  the 
world  will  have  the  ability 
to  do  something  with  nu- 
clear knowledge  that 
could  wreak  havoc  on  the  rest  of  the  world?" 

It's  a  little  hard  to  see  how  money  can  deal  with  that 
problem,  but  Buffett  points  out  that  money  could  do  a  lot 
for  what  he  regards  as  another  major  problem:  excessive 
population  growth. 

"I  have  got  a  very  few  superhigh-grade,  very  intelligent 
people  in  charge  of  deciding  how  to  spend  the  money. 
They  [will]  have  total  authority.  There  are  no  restrictions. 
And  all  they  are  supposeci  to  do  is  use  it  as  a  smart  high- 
grade  person  would  do  under  the  circumstances  that  exist 
when  it  comes  into  play,  which  I  hope  is  not  soon." 

The  trustees  of  his  will  include  his  wife,  Susan,  his 
daughter  Susan,  his  son  Peter,  Tom  Murphy,  chairman 
of  Capital  Cities/ABC,  and  Forttme's  Carol  Loomis. 

It's  ver\'  much  in  harmony  with  his  pragmatic  nature 
that  Buffett  plans  on  putting  few  strings  on  the  money. 
Just  so  long  as  they  don't  turn  it  into  a  conventional 
bureaucratic  foundation.  "If  they  build  an  edifice  and 
become  traditional  I'll  come  back  to  haunt  them,"  he 
declares.  WM 
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Want  an  exannple  of  what  Warren  Buffett  means  when 
he  says  he  invests  not  in  stocks  but  in  businesses? 
Meet  Wells  Fargo  &  Co.'s  Carl  Reichardt. 

Wanren  Buffett's 
favorite  banker 


By  Gary  Hector 


Carl  Reichardt, 
chief  executive, 
Wells  Fargo  &  Co. 
"I  can  make 
a  better  return 
in  banking  than 
in  any  business 
i  know." 


Wells  Fargo  &  Co.  Chief  Executive 
Carl  Reichardt  hstens  politely  as  a 
reporter  ticks  off  some  of  the  reasons 
banking  is  going  the  way  of  the  dino- 
saurs. Mutual  funds  are  stealing  bank 
deposits.  General  Electric  Capital  is 
filching  corporate  customers.  The 
credit  card  business  is  mature.  Loan 
demand  is  lousy. 

"•You  may  be  right,"  says  Rei- 
chardt, when  the  reporter  has  had  his 
say.  "But  the  dinosaurs  took  a  long 
time  to  die."  Then,  leaning  his  heavy 
frame  forward  on  his  plush  sofa  and 
dropping  his  voice  to  a  whisper,  Rei- 
chardt paints  with  words  a  very  differ- 
ent picture. 

"Here  is  an  industr)'  that  people  are 
saying  is  dead,  yet  banks  are  earning 
20%  on  equity.  I  can  make  a  better 
return  in  banking  over  an  extendeci 
period  of  time  than  in  an\'  business  I 
know." 

When   Warren   Buffett   says  he 


doesn't  invest  in  stocks  but  in  busi- 
nesses and  the  people  who  run  them, 
he  is  talking  about  businesses  like  $53 
billion  (total  assets)  Wells  Fargo  and 
people  like  62-year-old  Carl  Rei- 
chardt. Buffett  bought  around  1 0%  of 
Wells  Fargo  three  years  ago  for  about 
$290  million;  the  stake  is  now  worth 
over  $670  million.  Buffett  has  since 
increased  his  stake  to  just  under  12% 
and  has  permission  from  the  regula- 
tors to  go  to  22%.  Multibillionaire 
Walter  Annenberg  (sec  p.  125)  owns 
another  5.9%  of  Wells  Fargo. 

When  Buffett  was  buying  into 
Wells  Fargo,  a  lot  of  folks,  this  maga- 
zine included,  were  skeptical.  Wells 
Fargo  was  top-heavy  with  California 
real  estate  loans  at  a  time  when  Cali- 
fornia's economy  was  heading  for 
trouble.  Sure  enough.  Wells  Fargo 
ended  1990  with  the  highest  percent- 
age of  loans  for  commercial  real  estate 
of  any  major  bank  in  the  country'.  It 


had  $14.5  billion  in  commercial  and 
construction  loans,  about  five  times 
common  equity.  Bank  examiners 
pressured  Wells  Fargo  to  set  aside 
$1.3  billion  in  reserves  in  1991,  and 
another  $1.2  billion  in  1992.  Profits 
plunged  from  $712  million  in  1990 
to  $21  million  a  year  later.  "I  under- 
estimated the  severity  of  both  the 
California  recession  and  the  real  estate 
troubles  of  the  company,"  Buffett 
concedes. 

But  he  clearly  had  not  overestimat- 
ed the  bank's  ability  to  snap  back. 
"Two  years  ago,"  Reichardt  says, 
"there  was  no  way  I  could  prove  these 
properties  weren't  going  to  go  right 
down  the  tubes."  But  he  was  con- 
vinced that  most  of  them  were  sound; 
"Call  them  nonperforming  loans,  call 
them  substandard  loans,  call  them 
whatever  you  want,  but  the  cash  is  still 
going  to  flow." 

And  he  was  right.  Earnings  re 
bounded  from  $21  million  in  1991  to 
$283  million  in  1992 — and  to  over 
$250  million  in  this  year's  first  half  In 
the  second  quarter  Wells  earned  a  veiy 
respectable  16.7%  return  on  equit)'. 

Reichardt:  "These  properties  are 
proving  to  be  exactly  what  we 
thought  they  were — even  in  a  terrible, 
terrible  real  estate  market.  Our  re- 
serves are  now  6.2%  of  our  total  loan 
portfolio,  which  is  the  second-highest 
of  the  major  banks  in  the  industiy 
[after  Banker's  Trust].  If  you  take  out 
our  single-family  loans,  which  histori- 
cally have  had  no  losses,  then  we  have 
a  reserve  of  8%.  Our  losses  have  never 
been  that  high." 

In  a  jab  at  other  bankers  who  pan- 
icked and  dumped  foreclosed  proper- 
ties at  the  bottom  of  the  market,  he 
adds:  "By  virtue  of  not  selling  our 
[troubled  real  estate]  assets,  we  have 
big  recoveries  coming.  Our  nonper- 
forming loans  are  written  down  to  an 
average  of  73%  [of  face  value]." 

Where  the  short-sellers  and  doom- 
sayers  were  accentuating  the  negative, 
Reichardt  was  looking  at  his  positiv  es. 
These  included  Wells  Fargo's  620- 
plus  retail  banking  branches,  which 
have  generated  some  $41  billion  of 
core  deposits,  the  low-cost  raw  mate- 
rial with  which  Wells  funds  its  loans. 

No  question:  Money  market  mu- 
tual funds  have  become  tough  com- 
petitors for  these  deposits.  Sometime 
early  next  year  the  money  in  mutual 
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Nobody  does  it 
exactly  life  Hertz. 


Hertz  rents  Fords  and  other  fine  cars 

®  REG.IJ.S.PAT.OFF.  ©  HERTZ  SYSTEMS  INC.  IW.VOSS-y.l 


When  it  comes  to  speed... 

(T)herc  simply  is  no  faster  way  to  rent  a  car 
than  Hertz  #1  Club  Gold.  But  because  it's 
from  Hertz,  it's  more  than  just  fast.  At  30  of 
our  busiest  locations,  only  #1  Club  Gold 
has  a  weather-protected  canopy  and  your 
name  in  lights  to  direct  you  to  your  car. 

When  it  comes  to  service... 

(T)he  name  Hertz  means  more  service  in 
more  places.  Like  a  choice  of  Instant,  Self- 
Service  or  Express  Return  systems.  Or 
Computerized  Driving  Directions  in  your 
choice  of  six  different  languages. 

When  it  comes  to  savings... 

(N)obody  offers  you  more  ways  to  save  than 
Hertz.  Like  vacation  savings  by  the  day, 
the  weekend  or  the  week.  Ail  with  Free 
Unlimited  Mileage.  Or  big  savings  for  small 
businesses.  Or  One-Way  Rates  with  no 
drop-off  charges. 

When  it  comes  to  satisfaction... 

(W)ith  Hertz,  you'll  always  have  a  trip  that's 
smooth  and  worry-free.  Because  there's 
nothing  else  exactly  like  Hertz  24-Hour 
Emergency  Road  Service.  Around  the 
clock,  around  the  world,  assistance  is 
always  just  a  toll-free  call  away. 

(c)ompare  our  quality,  value  and  service 
and  you'll  see  that  today  more  than  ever, 
nobodv  does  it  exactlv  like  Hertz. 


exactly. 


Wells  Fargo  &  Co. 


funds  will  for  the  first  time  exceed  the 
deposits  in  commercial  banks.  The 
man  with  the  job  of  beating  back  the 
assault  by  the  mutual  funds  is  William 
Zuendt,  Wells  Fargo's  vice  chairman 
in  charge  of  retail  banking.  Zuendt 
doesn't  underestimate  the  challenge: 
"The  [banking]  industr)'  is  getting 
close  to  the  point  where  branch  banks 
as  deposit  gatherers  are  going  to  have 
real  trouble.  WeVe  close  to  the  break- 
even point." 

The  problem  here  is  that  banks, 
unlike  mutual  funds,  must  maintain 
expensive  premises  with  high  rents 
and  keep  them  heavily  staffed.  Mutual 
funds,  by  contrast,  are  little  more  than 
mail  drops.  Over  the  years  Zuendt  has 
driven  Wells  Fargo's  noninterest  costs 
down  from  $3.50  per  $100  of  depos- 
its to  less  than  $1.80  per  $100  of 
deposits.  That's  impressive  for  a  bank, 
but  money  market  mutual  flmds' 
costs  are  far  lower.  Vanguard  Group, 
for  example,  now  offers  a  series 
of  fiinds  (minimum  investment, 
$50,000)  with  overhead  of  just  15 
cents  per  $100  of  investments — less 
than  one-tenth  of  Wells  Fargo's  cost. 
Just  paying  the  premium  on  federal 
deposit  insurance  costs  Wells  26  cents 
per  $100. 

Undaunted,  Wells  is  driving  costs 
down  even  fi.irther,  reducing  its 
branch  staff  by  over  400  heads. 
Zuendt  now  links  the  pay  of  tellers 
and  branch  managers  more  directly  to 
the  transactions  they  complete  each 
day — like  cashing  checks — rather 
than  to  the  total  of  deposits  sitting  on 


William  Zuendt.  vice  chairman 
Critics  say  his  cost-cutting 
is  "unbankerly." 


their  books.  Critics  gripe  that  this  is 
"unbankerly,"  but  Zuendt  says  it  may 
be  the  only  way  banks  can  compete  on 
cost  with  mutual  funds. 

Meanwhile,  Wells  Fargo  has  mar- 
keted its  own  line  of  stock  and  bond 
mutual  funds,  the  Stagecoach  funds. 
Wells  has  sold  some  $3.3  billion 
worth  over  the  past  IV2  years.  These 
fiinds  carry  a  4%  load.  Wells  also  has 
some  $4  billion  in  funds  it  sells 
through  stockbrokers  and  to  defined- 
contribution  pension  plans.  Look  for 
Wells  Fargo  to  introduce  more  fam- 
ilies of  funds,  including  no-load  prod- 
ucts. Sa\'s  Zuendt,  "We  haven't  e\'en 
begun  to  get  the  economies  of  scale 
possible  in  that  business." 

In  August  Wells  introduced  an  op- 
tion that  allows  anv  inx  estor  in  a  Wells 


A  bargain  no  more . . . 


Company 

Total 
assets  ($bil) 

Nonperforming 
loans/total  loans 

Recent 
price 

Estimated 
1993  P/E 

Price/ 
book 

Yield 

BankAmerica 

$186 

3.8% 

46% 

9.6 

1.24 

3.0% 

Bankers  Trust 

84 

7.7 

im 

8.2 

1.71 

3,9 

Chase  Manhattan 

99 

5.8 

36y2 

10.3 

1.11 

3.3 

Chemical  Banking 

146 

5.5 

441/4 

9,6 

1.29 

3,0 

Citicoro 

216 

6.3 

36-/4 

12.7 

1.51 

0,0 

First  Interstate 

51 

2.3 

63% 

10.3 

1.59 

2.5 

Mellon  Bank 

36 

0.9 

541/2 

10.6 

1.34 

2.8 

JP  Morgan 

132 

1.8 

753/4 

10.6 

1.94 

3.2 

Republic  New  York 

37 

1.8 

51% 

10.5 

1.52 

2.1 

Wells  Fargo 

53 

5.8 

122V4 

13.7 

2.02 

1.6 

Source:  Institutional  Brokers  Estimate  System;  Value  Line  via  OneSource  Information  Services:  Veribanc. 

. . .  but  despite  Weils  Fargo's  rich  valuation,  Buffett  is  hanging  on. 


Stagecoach  mutual  fimd  to  buy  or  sell 
shares  through  its  ATMs  by  simply 
tapping  a  few  buttons.  On  Zuendt'^ 
wish  list  is  SEC  permission  to  use  ATMs 
to  open  mutual  fund  accounts. 

Now  Reichardt  faces  a  situation 
that  is  common  to  all  U.S.  bank*| 
toda\':  a  shortage  of  good  loans.  "We 
are  making  real  estate  loans,"  sa\'s 
Reichardt,  "but  the  fact  is,  there  is 
just  not  a  lot  that  needs  to  be  built  in 
the  U.S." 

Reichardt  says  he  wants  to  expand 
Wells'  portfolio  of  loans  to  Califor- 
nia's small  and  medium-size  business- 
es. The  bank  currently  has  $1 .6  billion 
outstanding  to  small  businesses  in  the 
state;  Reichardt  says  he  hopes  to  sec 
that  portfolio  grow  to  $2  billion  a*' 
California's  economv  recovers.  When 
will  loan  demand  pick  up.'  Before 
year-end,  predicts  Reichardt. 

To  those  who  argue  that  California 
is  like  Texas  and  that  Wells  Fargo  will 
need  every  penny  of  its  reserves  tq 
survive  the  state's  prolonged  slug- 
gishness, Reichardt  sa\'s  the  analog} 
has  been  exaggerated.  "We  were  bi^ 
in  Texas,"  he  says.  "I'm  from  Texas.  1 
want  to  tell  you  that  when  the  market 
went  down  the  tubes,  it  was  El  Paso. 
San  Angelo,  Odessa,  Midland,  Hous- 
ton, Dallas,  Galveston — it  was  all  ol 
Texas.  There  weren't  any  brighl 
spots — and  that  is  just  not  the  case  ir 
California.  Don't  make  me  out  to  be  a 
PoUyanna,  but  to  compare  California 
to  Texas  is  just  wrong." 

He  notes  that  vacancy  rates  in  mosi 
California  markets  are  dropping,  anc 
even  raw  land  is  selling.  Over  the  past 
few  weeks  Wells  Fargo  has  sold  unfin 
ished  lots  in  Orange  Coimt)'  for  lO'Ji 
over  their  carrying  cost  on  its  books. 

Recently  selling  at  122^4  a  share — : 
fat  2  times  book  value  and  nearly  1-1 
times  this  year's  expected  earning: 
(see  table) — Wells  Fargo's  stock  is  nc 
longer  the  bargain  it  was  v\  hen  Buffeti 
began  buying.  But  it  looks  \'en'  much 
as  though  the  bank  has  earned  a  per 
manent  or  at  least  a  ver\'  long  tern: 
spot  in  the  portfolio  of  businesses 
Buffett  maintains  at  Berkshire  Hatha- 
way. "I  don't  want  to  start  touting 
Wells  Fargo's  stock  or  anything,' 
Buffett  says.  "1  just  think  it  is  a  ven 
good  business,  with  the  best  manage 
ment,  at  a  reasonable  price.  And  usu- 
ally when  that  is  the  case,  there  is  more 
money  to  be  made." 
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LOIU)  PIANA  l  ABRIC 
LABHI.  IS  NOT  ONI'  YOU  NIX; 
KSSARILY  SELL  III  AT  OI'IUN.  Ylil 
MANY  lOI'  DESIGNERS,  c;i.OTIlINC;  MANUI  ACTUR- 
KRS  AND  RENOWNED  lAILORS  REFUSE  TO  USE 
ANY'IHING  BUT  LORO  PIANA  FABRICS.  THEY 
KNOW  THAT  JOR  OVER  lOQ  YEARS  We'vE  MADE 
THE  F4NEST  FABRICS  IN  ITALY.  W'E  USE  SECRET 
FINISHING  TECHNIQUES  TO  TRANSFORM  THE 


FINEST  NATURAE  FIBERS 
INCI.UDING  CASHMERE  AND 
SUI'l'R  lOOS  AUSTRALIAN  WOOL 
IN  IO  BEAUriFULLY  PERFORMING  FAIVRICS.  OUR 
fabric's  SENSUAL  DRAPE,  COMFORT,  BRILLIANCE 
AND  PRACriCAL  RESILIENCE  HAVE  MADE  LORO 
PIANA  ONE  OF  THE  MOST  DESIRED  NAMES  BY 
THOSE  FOR  WHOM  QUALITY  IS  A  WAY  OF  LIFE, 
EVEN  IF  OUR  LABELS  ARE  HIDDEN  OUT  OF  SIGHX 


ITALIAN      FABRI  C 


THE     SECRET    TO    A    GREAT  SUIT 


Get  in  on  thi:  Siicim  at:  Bergdorf  Goodman,  Nei  man  Marcus  andLoro  Pi  ana. 

>     ,  .  46EAST61  ST/mw  Yo/ih,NY  W021  (212)m-796I 


A  promise  not  to  act  like  your  fatker  Letween  tke  kours  of  9  and  5. 


A  promise  to  rememker  tkat  I  can  learn  a  few  tkin^s  from  you. 


A  promise  tkat  wkat  we  kuild  to^etker  will  last  more  tkan  a  lifetime. 


NotKing  strengtliens  tke  tontls  of  a  family  business  like  a  promise  kept.  At  MassMutual  we've  keen  helping 
people  keep  tkeir  promises  for  more  tkan  140  years.  Tkat's  wky  tkey  rely  on  us  to  insure  tkeir  lives,  tkeir 
kealtk  and  tkeir  financial  future.  ^CG^ 

MassMutual' 

CI993  Mds.achusellsMuluslL.le  insurance  Co  Sp.notield  MA  01111  kclp  yOU  kcCp  yOU  T  prOmisCS.' 


Most  people  would  feel  satisfied 
if  they  could  build  one  fortune  in  a  lifetime. 
George  Lindemann  has  built  three,  and  is  working 
on  numbers  four  and  five. 

The 
golden 

touch 


By  Riva  Atlas 

At  the  relatively  tender  age  of  57, 
George  Lindemann  has  made  three 
fortunes  in  as  many  different  busi- 
nesses— a  fortune  ever\'  decade,  giv- 
ing him  a  current  net  worth  of  $600 
million.  As  the  chairman  and  control- 
ling shareholder  of  Southern  Union 
Co.,  a  smallish  gas  distribution  com- 
pany based  in  Austin,  Tex.,  he  hopes 
to  perform  the  trick  a  fourth  time, 
at  least. 

"Playing  the  stock  market  does  not 
interest  me,"  sniffs  Lindemann.  "I 
have  more  fim  building  businesses." 

Raised  in  Manhattan,  Lindemann 
did  not  start  his  career  in  poverty',  nor 
build  his  first  business  in  a  garage.  His 
father  owned  a  small  but  prosperous 
cosmetics  and  hair  care  products 
company  that  Lindemann  joined  in 
1958,  right  after  graduating  from 
Wharton  with  a  B .S.  in  economics  and 
finance.  He  convinced  his  father  to 
buy  a  pharmaceutical  house.  Appar- 


ently recognizing  a  superior  business 
talent,  the  senior  Lindemann  turned 
the  company  ox  er  to  George.  Linde- 
mann dix'ersified  into  eye,  ear,  nose 
and  throat  products  and  super\'ised 
the  development  of  Permalens,  the 
first  permanent  soft  contact  lens.  Per- 
malens greatly  increased  the  value  of 
the  Lindemanns'  company,  enabling 
him  to  sell  it  to  Cooper  Labs  in  1971 
for  $60  million. 

Fortime  number  one  was  in  the 
bag,  but  Lindemann  was  just  35  and 
clearly  was  not  going  to  hang  up  his 
spurs.  At  the  time  cable  television  was 
still  in  its  infancy;  at  the  suggestion  of 
a  friend,  Lindemann  began  applying 
for  cable  licenses  near  his  home  in 
Englewood,  N.J.  Within  a  decade  he 
had  borrowed  heavily  to  build  his 
Vision  Cable  Communications  into  a 
company  with  franchises  covering 
230,000  cable  subscribers  in  six 
states.  But  he  was  getting  the  ten-)'ear 


Southern  Union 
Co.  Chairman 
George  Lindemann 
"[Cable,  cellular 
and  gas  distribu- 
tion] look  a  lot 
more  different 
than  they  really 
are.  They're  all 
service  oriented; 
they're  all  very 
similar  as  far  as 
the  back  office 
is  concerned." 


was 


itch  again,  and  his  attention 
beginning  to  wander. 

"At  a  certain  point,  George  feels 
the  businesses  start  to  run  themselves, 
and  it  gets  boring  for  him,"  says  Jack 
Brennan,  Lindemann's  longtime 
partner.  So  Lindemann  bagged  his 
second  fortune  by  selling  Vision  Ca- 
ble to  billionaire  brothers  S.l.  and 
Donald  Newhouse  (see  p.  117)  for 
$220  million,  cash,  in  1982. 

The  price  was  a  then  record-break- 
ing $1,000  per  subscriber,  but  cable- 
was  still  an  immature  industry  and 
Lindemann  was  not  maximizing  his 
return.  "1  think  the  Newhouses  made- 
eight  times  what  they  paid,"  says  Lin- 
demann today. 

But  no  matter.  Intelligent  investing 
and  business- building  is  all  about  op- 
portunit}'  cost,  and  Lindemann  had 
found  an  opportunity'  much  more 
exciting  than  cable.  Like  wireless 
communications     pioneer  Craig 
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McCaw  (see  p.  160) — and  at  almost 
precisely  the  same  time — Lindemann 
traded  out  of  cable  in  order  to  trade 
into  cellular  telephone  licenses. 

Lindemann  says  he  spotted  the  cel- 
lular opportunity  by  watching  Vision 
Cable's  servicemen.  The  servicemen 
used  two-way  radios  to  communicate 
with  the  home  office.  The  radios  were 
made  by  Motorola. 

Intrigued,  Lindemann  learned 
about  the  new  technology  being  de- 
veloped for  specialized  mobile  radios 
(SMRs)  and  cellular  phones  from  his 
contacts  at  Motorola.  Those  conver- 
sations led  Lindemann  to  form  a  small 
business  that  bought  SMRs  from  Mo- 
torola and  leased  them  to  service 
companies.  But  more  important,  it 
led  him  to  form  Metro  Mobile  CTS  to 
apply  for  and  buy  cellular  licenses. 

Talk  about  being  in  the  right  busi- 
ness at  the  right  time,  and  the  power 
of  leveraged  financing:  When  he  start- 


ed Metro  Mobile,  Lindemann  was 
able  to  invest  in  cellular  licenses  for 
less  than  $10  per  potential  customer, 
or  pop.  When  he  sold  Metro  Mobile 
to  Bell  Adantic  in  1992  (that  ten-year 
itch  again),  the  transaction  priced  the 
company  at  $206  per  pop.  To  defer 
capital  gains  taxes,  Lindemann  sold 
Metro  Mobile  for  stock.  He  and  his 
family  received  7.3  million  shares  of 
Bell  Atlantic  worth  $300  million  at 
the  time  of  the  sale.  Now  those  shares 
are  worth  over  $450  million.  Linde- 
mann's  initial  equity  investment:  $4 
million. 

Lindemann  made  others  rich  on 
Metro  Mobile.  At  the  urging  of  Fort 
Worth,  Tex.  moneyman  Richard 
Rainwater  (see  p.  220)^  brothers  Sid 
and  Lee  Bass  invested  $6  million  in 
Metro  Mobile  and  made  over  $600 
million  on  their  money.  "George  has 
more  breadth  of  mind  than  most  busi- 
ness people,"  says  Rainwater.  "He's 


like  a  great  athlete." 

Lindemann  hopes  to  make  fortune 
number  four  in  natural  gas  distribu- 
tion. In  1990  Metro  Mobile  acquired 
Southern  Union  Co.,  a  near  bankrupt 
natural  gas  utility  based  in  Austin, 
Tex.,  for  $175  million.  Shortly  there- 
after, Lindemann  spun  Southern 
Union  off  to  Metro  Mobile's  share- 
holders. As  the  biggest  shareholder, 
he  received  a  substantial  stake  in 
Southern  Union;  he  has  since  bought 
more  stock  and  now  owns  approxi- 
mately 38%  of  the  $192  million  ( 1992 
sales)  utility.  His  stake  is  currently 
worth  about  $40  million,  roughly 
double  what  it  cost  him. 

What  does  Lindemann  know  about 
natural  gas?  Nothing  more  than  he 
knew  about  contact  lenses,  cable  tele- 
vision and  cellular  phones  at  first.  But 
then  Lindemann  says  this  about  cable, 
cellular  and  gas  distribution:  "They 
look  a  lot  more  different  than  they 
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iUDEMARS  FIGUET 

Tbe  master  watchmaker. 


The  Royal  Oak  leather  strap 
version  with  automatic 
movement. 


Audemars  Piguet  called  it  the  Royal  Oak,  becai 
its  unique  octagonal  bezel  design  echoed  i 
shape  of  the  portholes  on  a  famous  British  b 
tleship  -  itself  named  after  the  great  oak  ti 
whose  hollow  trunk  protected  the  fugitive  Ki 
Charles  II  during  the  English  Civil  War.  T 
eight-sided  bezel,  secured  to  the  caseback 
white-gold  hexagonal  bolts,  concealed 
equally  sophisticated  yet  ultra-slim  au 
matic  movement. 

The  Royal  Oak.  A  design  often  imitat' 
but  never  equalled.  One  of  a  kind;  1 
the  person  who  wears  one. 


Twenty  years  ago,  Audemars  Piguet  issued  an 
extraordinary  challenge  to  its  master  watch- 
makers: create  a  sports  watch  immediately 

1 


The  Royal  Oak  Jubilee.  This  limited  edition  of  1000 pieces 
was  created  on  the  occasion  of  the  twentieth  anniversary  of 
the  original  model. 


recognisable  for  its  style  and  elegance  which 
would  at  the  same  time  raise  steel  to  the  status 
of  a  precious  metal.  A  hundred  years  of 
accumulated  skill  and  experience  in  fine 
watchmaking  went  to  work  and,  after 
many  months,  a  totally  distinctive  new* 
watch  began  to  emerge. 

Its  uniqueness  of  form  became  immediately 
clear.  Decisive,  individual,  ageless. 


The  Royal  Oak  Dual  T 
A  single  automatic  movement  displaying  two  different  time-zc 


Every  Royal  Oak  may  be  considered  as  a  unic 
piece,  its  secrets  jealously  guarded  by  c 
master  watchmakers.  Truly  one  of  the  gr 
designs  of  this  century;  and  probably  the  ne 


The  Royal  Oak  for  lat 
Ultra-thin  moverr. 


J" 

iUDEMARS  FlGUET 

The  master  watchmaker. 

i 
i 


The  Royal  Oak  Perpetual  Calendar  The  ultimate  blend  of  design  and  technology 


3ne  of  the  great  designs  of  this  century 
And  probably  the  next 


TRADITIONAL  JEWELERS 

NEWPORT  BEACH:  Fashion  Island 
RANCHO  MIRAGE:  The  Ritz  Carlton 
(714)  721-9010      (800)  766-8035 


George  Lindemann 


Nowhere  to  go  but  up? 


Company 

Exchange 

Recent 

Latest  12  mos 

Dividend 

Book  value 

Revenues* 

price 

EPS* 

P/E 

rate 

per  share 

($mil) 

Atmos  Energy 

NYSE 

29% 

$1.28 

$15.79 

$385 

Brooklyn  Union  Gast 

NYSE 

25% 

1.71 

15.1 

1.32 

16.09 

1,193 

National  Fuel  Gas 

NYSE 

361/2 

1.88 

19.4 

1.54 

20.44 

996 

Southern  Union 

.HHH  Amex 

19% 

0.66 

29.7  H 

1  28.51 

204 

Washington  Gas  Light 

-mmmm  ^^^^ 

44 

2.75, 

16,0 

'  23.32 

892 

*Figures  are  as  of  June  30. 

tDoes  not  reflect  stock  offering 

of  1.7  million  shares. 

Source:  Edward  D.  Jortes  &  Co. 

Alone  among  these  gas  distributors,  Lindemann's  Southern  Union  pays  no  dividend  and  sells  below  book.  Both  could  change. 


really  are.  They're  all  service  oriented; 
they're  all  very  similar  as  far  as  the 
back  office  is  concerned." 

In  other  words,  Lindemann  ex- 
pects to  reap  big  economies  of  scale  as 
he  expands  Southern  Union's  cover- 
age into  neighboring  areas  while  con- 
solidating its  marketing,  billing  and 
other  customer  servicing  operations. 
"Clustering,"  this  strategy  was  called 
in  cable  and  in  cellular. 

So  far,  Southern  Union  has  spent 
$21  million  to  acquire  six  distribution 
systems  serving  close  to  40,000  cus- 
tomers in  Texas.  A  pending  acquisi- 
tion in  the  state  will  add  another 
75,000  customers,  at  a  cost  of  $30 
million.  That  will  take  Southern  Un- 
ion's customer  base  to  about 
500,000. 

Lately,  Lindemann  and  Peter  Kel- 
ley,  Southern  Union's  president,  have 
been  looking  north,  where  colder 
weather  means  steadier  year-round 
revenues  for  gas  distributors.  South- 
ern Union  is  currently  awaiting  regu- 
latory approval  on  its  $360  million 
acquisition  of  Western  Resources, 
Inc.'s  Kansas  City,  Mo.  properties.  If 
the  deal  goes  through,  Southern 
Union  will  double  its  customer  base 
overnight. 

Southern  Union  is  also  taking  a  less 
conventional  route  to  use  some  of  its 
excess  supply  of  natural  gas  during  the 
warmer  months.  Lindemann  believes 
that  clean- burning  natural  gas  should 
be  used  to  fiiel  cars  and  trucks,  as  it  is 
in  Europe  and  Japan.  Under  his  direc- 
tion. Southern  LTnion  has  become  a 
world  leader  in  converting  automo- 
biles to  run  on  natural  gas. 

In  Austin,  Southern  Union  now 


operates  the  largest  facility  in  the 
country  for  converting  vehicles  to  run 
on  natural  gas.  The  volumes  are  small. 
This  year  the  business  is  expected  to 
convert  just  1,000  gasoline-powered 
cars  and  trucks  (at  around  $3,000 
each),  and  to  account  for  I  %  of  South- 
ern Union's  sales;  by  1995  Southern 
Union  expects  to  be  converting  over 
2,000  vehicles  a  year.  But  the  business 
could,  by  the  end  of  the  decade,  grow 
into  something  more  impressive:  The 
Clean  Air  Act  Amendments  of  1990 
require  commercial  fleets  of  ten  or 
more  cars  in  the  country's  two  dozen 
smoggiest  cities  to  run  80%  cleaner 
than  current  models  by  1998.  And 
Texas  legislators  have  recently  de- 
creed that  by  1998, 90%  of  all  vehicles 
in  Texas  must  use  some  form  of  alter- 
native fuel. 

Since  Metro  Mobile  took  it  over. 
Southern  Union's  earnings  have 
grown  to  74  cents  a  share  last  year, 
from  a  loss  of  40  cents  per  share  in 
1989;  the  stock  has  almost  doubled. 
Still,  at  its  recent  19%  a  share.  South- 
ern Union  trades  $9  below  its  book 
value.  Most  other  publicly  traded  nat- 
ural gas  utilities  trade  closer  to  two 
times  book  (see  table). 

One  reason  the  stock  has  lagged  is 
its  thin  float:  Lindemann  and  other 
insiders  control  about  55%  of  the  5.3 
million  shares  currently  outstanding; 
Alliance  Capital  owns  another  13%. 
This  problem  should  be  somewhat 
ameliorated  once  the  Western  Re- 
sources acquisition  is  completed, 
probably  in  early  1994:  The  acquisi- 
tion will  be  partially  financed  through 
a  rights  offering  that  could  increase 
Southern  Union's  shares  outstanding 


to  7.5  million. 

Another  reason  the  stock  lags: 
Most  gas  distributors  pay  dividends. 
But  Lindemann  is  a  tax-sawy  entre- 
preneur who  would  rather  reinvest 
Southern  Union's  cash  flow  in  the 
company  and  shoot  for  long-term 
capital  gains,  than  pay  out  cash  in 
twice-taxed  dividends.  Lindemann | 
does,  however,  hint  that  Southern 
Union  may  start  paying  a  stock 
dividend. 

Alvin  Silber,  an  analyst  with  Her- 
zog  Heine  Geduld,  predicts  Southern 
Union's  earnings  will  grow  58%  by 
1995;  he  thinks  the  company's  stock 
price  will  edge  up  to  $30  a  share.  But 
it's  unlikely  Southern  Union  will  be 
another  home  run  like  Metro  Mobile, 
or  even  Vision  Cable. 

There  are,  in  fact,  indications  that 
Lindemann's  eye  has  already  started 
to  wander  to  new  opportunities.  Last 
year  he  considered  teaming  up  with 
Michael  Steinhardt's  (see  p.  256)^ 
Steinhardt  Partners  to  bid  for  DWG 
Corp.,  the  $1  billion  (revenues)  con- 
glomerate that  until  recently  was  con- 
trolled by  raider  Victor  Posner.  But 
Lindemann  apparently  decided  that 
he  didn't  want  to  get  into  a  nasty 
bidding  war  with  Nelson  Peltz  and 
Peter  May  (see  p.  220),  who  had  al-| 
ready  made  arrangements  to  buy  out 
half  of  Posner's  shares. 

Forbes'  best  guess:  Lindemann 
will  soon  surface  as  a  leading  factor  in 
a  major  deal.  He  certainly  has  the 
money,  but  equally  important  he  has 
the  desire.  "George,"  confides  one 
dealmaker  who  knows  Lindemann 
well,  "is  still  in  search  of  a  dragon  to 
slay."  ■ 
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asked  my  broker  what  he 
had  for  a  guy  who  will  jump  out  of 
planes  but  is  scared  to  death  of 
investing.  He  said,  'an  investment 
with  an  emergency  chute.' " 


The  last  thing  many  people  want  to  get  adventurous  with  is  their  hard-earned 
savings.  If  you're  one  of  them,  we  have  the  perfect  investment  for  you:  MBIA-insured 
municipal  bonds.  They  're  guaranteed,  so  you're  safe  no  matter  what  happens  to  the  city 
or  state  that  issued  your  bonds.  And  they're  tax-free,  so  your  returns  are  all  yours. 

For  more  information,  call  your  broker  or  send  for  our  free  brochure. 
And  take  a  leap  into  the  great  known— a  guaranteed  income. 

Name  


Address . 
City  


. State . 


.Zip 


Send  to:  Municipal  Bond  Investors  Assurance  Corporation,  P.O.  Box  65605, 
SaltLakeCity,  Utah  84165.  Or  call:  1  800  633-6262,  ext,  001 

America's  Leading  Bond  Insurer 


Things  aren't  going  well  for  tax  fugitive 
Marc  Rich.  He  got  away  with  cheating  Uncle 
Sam,  but  he  may  not  get  away  with 
cheating  on  his  wife. 

Wealth 

without 

honor 


By  Richard  C.  Morais 


Marc  Rich  at  his  desk  (left); 
Rich  with  girlfriend  Gisela  Rossi 
at  Bal  de  St.  Moritz;  estranged 
wife  Denise  Rich  (far  right) 
Denise  Rich  stood  by  her 
man.  Now  she  wants  half  of 
everything  he  owns. 


In  July  Rigitive  commodities  trader  Marc  Rich  and  his 
new  German  girlfriend,  a  blonde  named  Gisela  Rossi,  set 
up  house  together  in  Meggen,  a  tax-enlightened  town  on 
the  Vierwaldstatter  lake  near  Lucerne,  Switzerland. 

Leaving  49-year-old  Willy  Strothotte  to  run  Marc  Rich 
&  Co.  AG  in  Zug,  the  semiretired  Rich  and  his  new 
companion  withdrew  behind  the  electric  fence  of  No,  9 
Kleinnaiimattweg  in  Meggen.  Around  the  house,  guard- 
houses, floodlights,  security  cameras.  Behind  it,  a  private 
harbor  with  steel-gated  boathouse.  In  a  cream-colored 
villa  that  resembles  a  Jungian  sanatorium,  and  comforted 
by  Gisela,  Rich  broods  over  a  fate  that  has  made  him  a 
billionaire  but  has  cieprived  him  of  respect  and  made  him  a 
fi.igitive  from  U.S.  jusdce. 


Marc  Rich,  now  58,  has  been  able  to  stay  beyond  the 
reach  of  U.S.  jusdce  because  Switzerland  does  not  recog- 
nize tax  evasion  as  an  extraditable  crime.  He  may  not  be  as 
successfi.ll  in  evading  the  wrath  of  Denise  Rich,  his  wife  of 
26  years,  who  is  suing  him  for  half  his  assets.  Denise  Rich 
means  business. 

At  her  lawyers'  instigation,  Zug's  authorities  are  investi- 
gating Marc  Rich  for  criminal  fraud.  And  across  the: 
Atlantic,  Denise  Rich  has  charged  in  New  York  Statet 
Supreme  Court  that  her  husband  and  suncin'  business! 
associates  fraudulently  used  trusts  set  up  for  the  Riches'! 
three  daughters  for  tiieir  personal  benefit. 
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Hell  hath  no  fliry:  "Marc  Rich 
estroycd  our  family,"  Denise  Rich  said  earlier  this  sum- 
ler  to  a  glossy  Swiss  magazine.  "For  25  years  I  was  a  loyal 
/ife  and  dedicated  mother.  People  gossiped,  saici  he  was  a 
rook.  But  I  stood  by  him.  He  shows  his  thanks  by 
heating  on  me  with  another  woman  and  publicly  humili- 
ting  me  and  my  children." 

Things  looked  a  lot  dift'erent  back  in  1966,  when  Denise 
jsenberg  married  the  Antwerp-born  Marc  Rich.  Consid- 
rably  Rich's  junior,  Denise  was  the  daughter  of  a  wealthy 
Worcester,  Mass.  shoe  manufacturer.  When  Rich  broke 
way  from  Philipp  Brothers  with  his  partners  to  form  Marc 
!ich  &  Co.  in  1974,  her  family  provided  a  good  portion  of 
hie  seed  capital. 
When  her  husband  tied  the  U.S.  and  a  potentially  long 


prison  term  in  1983,  Den- 
ise ancH  the  kids  followed  him  to  provincial  Zug. 
She  defended  him  to  the  Swiss  press  in  1985:  "He  [Richjis 
not  a  capitalistic  monster  but  a  loving,  humane  man. 
Helpful,  a  litde  shy — and  not  at  all  the  way  a  certain  press 
describes  him." 

"Denise,"  says  an  intimate  of  the  family,  "played  a 
major  role  in  his  staying  psychologically  sane  over  the 
whole  issue  [of  fleeing  the  U.S.]." 

She  was  no  shrinking  housewife.  In  1985  Denise  Rich 
was  discovered  to  be  the  secret  author  of  "Frankie,"  a 
number  one  hit  pop  song  in  Britain.  For  five  years  she  had 
tenaciously  written  songs  under  a  pseudonym  and  collect- 
ed hundreds  of  rejection  slips.  "I  had  to  find  my  own 
identit}',"  she  told  a  Swiss  reporter. 

Meanwhile,  Marc  Rich,  the  self- described  "business 
machine,"  continued  to  work  16-hour  days  and  remained 
as  introverted  as  ever.  "Marc  doesn't  speak  a  lot,"  says  a 
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family  friend.  ''He  sits  there  and  observes  while  all  the 
others  are  spealdng.  The  wife  blabbers  away,  on  and  on. 
And  the  grandparents  blabber  away.  And  the  daughters 
blabber  away.  And  he  sits  there,  and  halfway  through  the 
meal  he'll  get  up  and  go  into  his  office  and  disappear  for 
the  rest  of  the  day." 

Sometimes,  apparently,  to  visit  Gisela  Rossi,  with  whom 
Rich  began  to  appear  in  1989.  Rossi  is  known  as  a 
schickimicki — German  slang  for  Munich's  decadent,  idle 
wealthy.  The  widow  of  an  Italian  businessman,  she  has 
been  described  in  the  German  press  as  a  "tigress."  The 
tigress  may  have  met  her  match  in  the  determined 
Denise  Rich. 

Denise  has  plenty  to  be  angry  about.  At  Forbes' 
conser\'ative  estimates.  Marc  Rich  is  worth  at  least  $800 
million.  Her  Swiss  lawyer  announced  Rich  at  first  offered 
Denise  all  of  $3.6  million  as  settlement.  She  told  a  Swiss 
reporter;  he  then  began  to  lie  when  she  questioned  him 
about  his  assets. 

So  the  battle  is  on.  But  she  has  a  tough  opponent  in  the 
wily  Rich.  She  cannot  claim  what  she  cannot  prove  exists, 
anci  Rich  has  gone  to  great  lengths  to  hide  his  assets.  The 
Marc  Rich  group,  which  he  has  said  has  some  $30  billion  in 
sales,  consists  of  an  estimated  200  private  companies,  all 
intricately  intertwined;  the  maze  work  has  been  useful  to 
Rich  in  doing  deals  while  hiding  his  true  identity',  and  now 
he  seems  to  be  using  it  to  frustrate  his  wife. 

Rich's  modus  operandi  emerged  in  the  early  1980s, 
when  the  U.S.  government  went  after  Rich  and  his 
partner,  Pincus  Green,  for  racketeering,  fraud,  tax  evasion 
and  trading  with  the  Iranian  enemy.  The  crux  of  the  U.S. 
government's  allegations:  Marc  Rich  "parked"  his  fraudu- 
lently obtained  oil-trading  profits  at  colluding  companies, 
thereby  hiding  the  true  ownership  of  the  profits.  He  then 
siphoned  the  money  back  to  his  own  companies  through 
false  invoicing. 

One  of  Rich's  most  trusted  lieutenants  is  a  German 
named  Alexander  Hackel, 
Rich's  partner  in  Zug.  Days 
after  U.S.  District  Court 
Judge  Leonard  Sand  started 
fining  Marc  Rich  &  Co.  AG 
$50,000  a  day  for  not  produc- 
ing documents  in  the  summer 
of  1983,  Marc  Rich  trans- 
ferred his  and  Pinky  Green's 
share  of  the  U.S.  asset  Marc 
Rich  &  Co.  International  to 
Hackel.  The  U.S.  operations 
were  then  renamed  Clarendon 
Ltd.,  a  company  owneci  by 
Hackel. 

Unfortunately  for  Rich, 
Judge  Sand  saw  through  the 
paper  shuffling.  Describing 
the  move  as  a  "ploy,"  he  effec- 
tively shut  down  Clarendon  by 
freezing  its  assets.  Eventually, 
this  forced  Clarendon  and  an- 
other Rich  company — but  not 
Rich    personally — to  settle 


Willy  Strothotte  (left),  Marc  Rich  (center) 
and  Robert  Thomajan 
More  than  just  good  friends? 


with  the  U.S.  Treasury  for  some  $200  million  in  unpaid 
taxes,  penalties  and  fines. 

Today  Clarendon  Ltd.'s  revenues  are  at  least  $5  billion. 
Who  owns  it?  Good  question.  Denise  Rich  is  determined 
to  prtwe  that  Clarendon,  or  at  least  a  big  piece  of  it,  should 
be  included  in  the  Rich  marital  estate.  Her  husband  will 
presumably  try  to  keep  it  out  of  the  estate  by  proving  it 
belongs  to  other  people. 

On  paper  Alexander  Hackel,  ostensibly  retired,  is  regis- 
tered as  Clarendon's  51%  owner.  This  is  odd  because  the 
original  transfer  of  shares  in  1983  says  Hackel  took  over 
100%  of  the  company.  Clarendon's  lawyer  wrote  to  the 
U.S.  government  in  1990  prior  to  congressional  investiga- 
tions into  some  of  Rich's  wheelings  and  dealings.  He 
claimed:  "Mr.  Rich  is  not  an  employee,  officer,  director  or 
stockholder  of  Clarendon,  nor  does  he  participate  in  any  of 
Clarendon's  business  decisions." 

All  this  is  fiction,  Denise's  lawyers  believe.  There  are 
published  organizational  charts  of  the  Marc  Rich  group 
showing  that  51%  of  Clarendon  Ltd.  is  owned  by  Alexan- 
der Hackel,  and  that  the  remaining  49%  is  owned  b} 
Clarendon  Holding  AG.  Who  owns  Clarendon  Holding 
AG.>  Yet  another  company,  which  in  turn  is  owned  by  a 
company  partly  owned  by  Marc  Rich  himself 

Denise  Rich  can  also  point  to  an  interesting  letter  from 
Robert  A.  Welch,  director  of  procurement  for  the  U.S. 
Treasury.  From  1988  to  1992  the  U.S.  mint  bought  $45.5 
million  of  metals  from  Clarendon  Ltd.  The  Rich  connec 
tion  led  Congress  to  hold  hearings  into  the  matter  in 
1991;  this  year  Clarendon  was  finally  barred  from  all 
federal  procurement  programs.  Explained  the  Treasury's 
Welch  in  a  letter  to  Clarendon  last  March: 

"Evidence  exists  that  Clarendon  Ltd.  is  affiliated  with 
Mr.  Marc  Rich,  and  that  Mr.  Rich  controls  or  has  the 
power  to  control  Clarendon  Ltd.  .  .  .  Both  the  president 
of  Clarendon  Ltd.,  Willy  Strothotte,  and  shareholder! 
Alexander  Hackel  are  longtime  and  close  associates  of  Mr. 

Rich.  This  long  histor\'  of] 
business  dealings,  combined! 
with  the  evidence  of  corporate 
relationships,  strongly  sug- 
gests that  these  individuals 
have  maintained  their  ties  to 
Marc  Rich." 

In  1989,  for  example, 
Forbes  revealed  that  Rich  had 
used  a  Zug-based  firm  called 
Richco  Grain  to  take  in  $( 
million  in  U.S.  government 
subsidies  as  a  dealer  of  grain 
bound  for  countries  like  the 
Soviet  Union.  A  nice  irony, 
America's  most  wanted  white- 
collar  fligitive  pocketing  mil- 
lions in  subsidies  from  die 
U.S.  taxpayer.  Yet  the  govern- 
ment let  the  money  go  be- 
cause Richco's  opaque  legal 
structure  made  it  difficult  u^ 
prove  that  Richco  was  an  alter 
ego  of  Marc  Rich. 
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'As  we  enter  the  21st  century,  I  believe  that 
globalization  will  progress  to  a  point  much 
further  than  any  of  us  can  foresee." 

V  .     '  Jong-Hyon  Chey 

^  •' .  «■  ■  ;■ .. .  '        Chairman  of  the  Sunkyong  Group 


With  annual  revenues  of  more  than  $14  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 


FOR    SUCCESS    WORLDWIDE,    SAY  SUNIWON 


Sunkyong  Limited  Sunkyong  Industries  SKC  Sunkyong  Engineering  and  Construction   Yukong  Limited 
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To  a  Cinderellj 


Rich  relies  on  a  handful  of  trusted  aides  to  help  keep  him 
in  the  background.  One  is  the  60-ish  Alexander  Hackel. 
Another  is  up-and-comer  Strothotte,  the  new  chief  execu- 
tive of  Marc  Rich  &  Co.  AG. 

Then  there's  an  American  lawyer  named  Robert  Tho- 
majan,  for  years  a  partner  at  the  firm  called  Milgrim, 
Thomajan  &  Lee  P.C.,  now  known  as  Varet  &  Fink  P.C. 
In  1984  a  paralegal  from  Thomajan's  firm  tried  to  spirit 
Marc  Rich's  subpoenaed  financial  documents  out  of  the 
country.  Only  an  anonymous  tip  to  the  authorities  foiled 
the  caper. 

In  1991  Thomajan  moved  to  Zug   

and  became  one  of  Rich's  top  part- 
ners. He  has  since  returned  to  Austin, 
Tex.,  although  he  still  apparently 
owns  a  house  in  Meggen  near  Hackel 
and  the  new  Rich/Rossi  villa.  He's 
been  a  great  help  to  Rich. 

In  1989,  for  example,  an  aluminum 
smelting  facility  in  Ravenswood, 
W.Va.  was  sold  to  some  buyout  spe- 
cialists with  a  $260  million  bridge 
loan  provided  by  Ridgeway  Commer- 
cial of  Hergeswil,  Switzerland.  Soon 
after,  a  Dutch  corporation,  Rinoman 
Investment  B.V.,  bought  48%  of  the 
Ravenswood  Aluminium  Corp.'s  vot- 
ing stock. 

Who  was  behind  the  Ridgeway  Commercial  loan?  Marc 
Rich,  probably,  but  the  connection  was  carefijlly  hidden. 
Copies  of  the  Ravenswood  financing  statement  filed  with 
the  state  of  West  Virginia  listed  Ridgeway  "c/o  Claren- 
don Ltd."  The  law  firm  processing  the  loan  was  Milgrim, 
Thomajan  &  Lee.  When  an  investigator  hired  by  Ravens- 
wood unions  showed  up  at  the  Ridgeway  offices  in 
Switzerland  and  asked  to  see  who  was  in  charge,  a 
receptionist  told  him  Marc  Rich  would  get  back  to  him. 
He  never  did. 

Who  was  behind  Rinoman  Investment.'  Rich's  Willy 
Strothotte.  When  officials  of  the  Ravenswood  plant's 
striking  union  trieci  to  connect  Marc  Rich  to  RAC,  Strot- 
hotte testily  denied  it.  "The  Marc  Rich  group  does  not  and 
never  has  held  an  interest  in  the  RAC,"  he  wrote  the  unions. 

Yet  Rich  himself  inadvertently  indicated  that  he  was 
behind  the  purchase  of  Ravenswood.  Said  Rich  to  the 
Financial  Times  last  year:  "We  did  not  like  the  strike  [at 
Ravenswood]  which  we  ended  earlier  this  year.  The  last 
thing  in  the  world  which  our  company  wants  is  to  to  be 
involved  in  labor  disputes." 

Denise  Rich's  lawyers  hope  to  break  through  all  this 
subterfuge  by  driving  a  wedge  between  Marc  Rich  and  his 
other  executives,  most  notably  Alexander  Hackel. 

In  1 979,  when  the  Riches  still  lived  in  New  York,  Denise 
and  Marc  opened  trusts  for  each  of  their  three  daughters. 
Until  last  year  the  trustee  for  each  was  Alexander  Hackel. 
In  recent  court  filings  in  New  York,  Denise  Rich  alleges 
that  through  "self-dealing"  and  "fraudulent  transac- 
tions," Hackel,  Rich  and  other  executives  used  the  trusts 
to  fiirther  their  personal  business  interests,  to  the  detri- 
ment of  the  trusts. 

Apparendy  Denise  Rich  and  her  New  York  lawyer. 


.AThe  st'm^h  of  a  woman 
Jl     So  few  understand 
That  it  doesn't  depend  on  a  man 
Pm  learning  day  by  day  now 
How  much  power  lives  in  me 
No  more  han^in^  on 


■ei^  fantasy . 


From  "The  Strength  of  a  Woman,"  coauthor:  Denise  Rich 


Aaron  Richard  Golub,  hope  to  use  the  suit  over  the  trust! 
to  grill  Hackel  for  information  on  who  really  owns  what  ii 
the  Rich  empire.  "I  think  Mr.  Hackel  should  pay  a  visit  t( 
the  Big  Apple,"  says  Golub  menacingly.  That,  or  convinc( 
Rich  to  settle. 

What  does  Marc  Rich  say.'  One  of  his  lawyers  at  Varet  8 
Fink,  as  explained  to  us  by  Rich's  flack,  argues:  "Mrs.  Ricl 
has  no  legal  right  to  bring  this  lawsuit."  Adds  Andre  Wicki 
Rich's  attorney  from  Zurich:  "Mr.  Hackel  and  Mr.  Strot 
hotte  are  not  'alter  egos'  of  Mr.  Rich,  and  do  not  act  oij 
behalf  of  Mr.  Rich." 

  Meanwhile,  back  in  Zug,  Denise'; 

Swiss  lawyer,  the  locally  renowneq 
scorpion  Max  Lebedkin,  has  initiatecj 
a  criminal  investigation  of  Marc  Richj 
Says  Cyrill  Widmer,  the  top  judg« 
overseeing  Zug's  white-collar  investi 
gations:  "Marc  Rich  will  be  treatec 
like  everyone  else."  In  this  case,  Den 
ise  claims  her  husband  suggested  thai 
they  start  a  charity  in  their  namesi 
with  each  of  them  ponying  up  half  ol 
the  $71  million  in  capital.  Her  lawyerl 
say  Denise  transferred  $40  million  to 
the  Rich  Foundation,  but  allege  tha 
her  husband  failed  to  contribute  hi; 
promised  share.  On  the  contrary,  thej 
say.  Rich  lent  one  of  his  companies  over  $7  million  front 
the  foundation.  "The  charges  against  Marc  Rich  an 
utterly  without  merit,"  says  Felix  Dasser,  another  of  Rich'l 
Swiss  attorneys. 

Nevertheless,  a  heavy  shadow  has  fallen  over  Marc  Rich 
making  it  harder  for  him  to  enjoy  his  great  wealth  and  tc 
thumb  his  nose  at  Uncle  Sam.  It  is  no  secret  that  th» 
markets  for  aluminum  and  oil.  Rich's  principal  two  com| 
modities,  are  severely  depressed.  Over  the  last  few  year' 
Marc  and  Denise,  and  Rich's  retiring  partners — Alexandei 
Hackel,  Pincus  Green,  and  Felix  Posen — cashed  in  sharest 
taking  an  estimated  $900  million  or  more  in  capital  out  o 
Rich's  companies. 

Last  year  Rich  was  hurt  by  an  exodus  of  top  traders 
Even  loyal  Willy  Strothotte  left  in  a  huff  for  nine  months 
and  had  to  be  lured  back  by  Rich  himself.  The  bank 
lending  to  Rich's  various  companies  must  be  white 
knuckled  at  the  thought  that  Denise  could  walk  off  wit! 
another  massive  amount  of  cash. 

In  Zug,  truckloads  of  documents  are  piling  up  at  th( 
courts.  Denise  Rich's  lawyers,  Lebedkin  and  Golub,  an 
seeking  a  court  order  to  freeze  Marc  Rich's  assets.  As  par 
of  transferring  the  day-to-day  running,  of  Marc  Rich  &  Co 
AG  to  Willy  Strothotte,  Rich  claimed  in  March  that  he  plan 
to  reduce  his  majorit}'  share  of  the  trading  company  to  1 5? 
over  the  next  few  years.  But  Denise's  lawyers  are  asking  thi 
courts  to  prevent  Rich  from  disposing  of  any  shares.  Thi 
first  decision  was  in  Rich's  favor,  and  he  has  been  sweeten 
ing  his  settlement  offers,  but  not  enough  for  Denise. 

Marc  Rich  must  have  felt  himself  so  far  above  the  lav 
that  he  could  treat  his  wife  as  badly  as  he  treated  thi 
U.S.,  his  adopted  country.  "Marc,"  says  a  recentl; 
departed  Marc  Rich  &  Co.  executive,  "is  reckless  thes' 
days."  I 
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How  is  it  that  people  who  lose 
their  fortunes  rarely  seem  to 
give  up  their  fancy  lifestyles? 


Stiff  thy  creditor 


By  Raiul.ill  Laiic 

"Ri(  I  ii:s  DO  NOT         rr  us  so  min  h 
with  their  possession,'''  wrote  19th 
century  educator  S.\niucl  (iregory, 
"■as  torment  us  with  their  loss." 

As  best  we  can  tell,  Ciregory  was 
wrong.  IVople  who  iiave  made  hiui 
dretis  of  millions  ol  ilollars  ami  then 
lose  il  .ill  don't  go  into  s|iasn>s  ol 
torment.  More  likely,  they  turn  their 
energies  to  stilling  their  creditors. 
If  they  do  this  well,  iIkn'  can  continue 
to  li\'e  a  lairly  high  lilestyle.  The 
negative  net  worth  real  estate 
developers-  Donald  Trump  (once 
worth  .SI. 7  billion),  llarold  lirown 
(,$S()()  million),  Peter  Kalikow  ($S7() 
million)  all  [ilav  the  bankrii[itc\' 
game  and  li\e  well  on  concessions 
they  extract  Irom  their  creditors  (srr 
hdx,  p.  0(1 ). 

.Still,  not  e\er\'  former  wealthy  per- 
son is  as  kicky,  clever  or  cynical  as  the 
big  time  property  speculator.  Con 
sider  the  following  cases: 


Robert  Sutton 


Robert  Sutton:  working  stiff 

/\n  original  member  ol  The  I'orbes 
I'our  lluiulred  in  19X2,  Sutton  is  a 
former  [Postage  meter  salesman  who 
matle  $150  million  as  an  oil  trader 
during  the  iy7()s  energy  crisis.  He 
capitalized  on  a  crazy  government 
energy  policy  that  controlled  the  price 
ol'^okr'  oil  brought  into  production 
belore  a  certain  tiate,  while  allowing 
''new  "  oil  to  fetch  market  prices.  Hut 
oil  is  lungible,  and  relabeling  "okr" 
oil  as  ''new'"  was  an  outstandingly 
profitable  arbitrage  opportunity. 

Illegal,  loo.  Indeed,  it  was  trying  to 
hide  profits  from  trading  old  oil  for 
new  oil  [irices  that  forcetl  commod 
ities  trader  Marc  Rich  to  lice  the 
countr\'  in  1983  (see  />.  5S). 

Sutton  wasn't  so  luckw  or  so  bra 
zen,  as  Rich.  The  teds  iinally  caught 
lip  with  him,  and  by  1984  Sutton  filed 
for  (Chapter  I  1.  Hespite  a  convenient 
ly  timed  stroke  lhat  he  said  left  him 
[ilnsicalh'  weak  but  mentalh'  alert,  he 
e\entu,ill\  diil  .^0  months  tor  briber\' 
and  obstruction  of  justice.  Mean 
while,  a  jutlge  held  him  personalh' 
liable  for  o\er  $400  million. 

On  release  from  [irison  in  1987, 
SnttoiTs  debt  was  w  ipetl  clean  aiul  he 
was  tree  to  turn  a  new  leaf — toiallv 
broke,  of  course.  lie  reuirned  to  his 
1  oiiisiana  (lajun  counlr\',  w  here  he  is 
curicnlh'  engagctl  in  "international 
trailing."  Reports  son  Anthony  Sut 
ton,  a  Tulsa  attorney:  "I  le's  trying  to 
make  a  lix  ing,  like  e\  cr\  bod\'  else." 

i".  (Allien  Davis:  "It's  a  nice 
middle  class  neighborhood." 

l)a\  is,  too,  IS  practicalK  broke,  but  at 
least  he  asoidcil  |ail.  Main'  in  Texas 
still  believe  it  was  C'ullen  who,  in  a 
jealous  rage,  donned  a  mask,  grabbed 
a  rifle  and  shot  his  second  w  ife's  bo\' 
friend  and  her  (.laughter  inside  the 
Davis'  $6  million  Tort  Worth  man 


T.  Cullen  Davis 


sion  in  1976.  I  le  was  tried  for  murde 
and  acc]uittcd;  he  also  beat  a  chargi 
that  he  hired  a  hit  man  to  kill  thi 
judge  presiiling  oxer  his  di\'orce  case 
In  1980  Da\  is  said  he  found  Ciod  anc 
became  a  born-again  (^hrislian.  Hu 
his  fortune  was  lost  forever. 

Da\is  and  his  older  brother,  Ken 
neth  Davis  Jr. — a  recluse  who  had  hit 
meals  slipped  into  his  office  Howarc 
Hughes-style — had  inherited  Keti 
da\is  Industries  International,  a  pri 
vate  $2  billion  (1980  sales)  oilfield 
supply  and  production  company  tha 
fell  apart  during  the  early  1980s  oi) 
bust.  H\en  then,  (Uillen  still  hat 
about  $40  million  to  play  with,  but  ht 
quickly  blew  that  in  more  than  3(1 
highly  le\eraged  real  estate  xenture; 
w  hose  debts  he  had  personalh'  guar 
anteed.  Ry  1986  he  had  filed  foi 
personal  bankruptcy  under  (Chapter  7 
Liabilities:  over  $230  million.  As.setsi 
just  $6()(),()()()  most  of  that  tied  up  ir 
his  Tort  Worth  home  and  shieldec 
under  Texas'  generous  homestead  act 

Older  brother  Kenneth  wa: 
dragged  down,  too.  But  unlike  ('ul 
len  he  didn't  put  his  personal  guaran 
tee  on  lexeraged  real  estate  deals  anc 
a\(^ided  personal  bankruptcy;  todaj 
he  controls  Clreat  Western  Drillinfi 
("o  ,  w  hich  produces  ox  er  1.5  millior 
barrels  of  crude  oil,  and  spins  otV.sonu 
$10  million  a  year  in  profits. 

Kenneth  put  ('ullen  on  the  payrol 
i"or  about  $25,000  a  year  after  taxes 
which,  along  with  his  third  wife' 
schoolteacher  salarx ,  barelx  cox  ercc 
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lunker  and  Herbert  Hunt 


xpcnscs,  according,  lo  court  papers 
M  in  the  mic1-19H()s. 

rotlav,  (hillcii  Dav  is  lives  in  a  mod 
St  house  in  east  Fort  Worth.  "It's  a 
;o()d  middle-class  neighborhood," 
eporls  Forbes  Four  Himdred  mem- 
)er  and  oil  tycoon  IVx  Moncriel. 
'It's  a  place  where  vou  might  have  a 
1  ()(),()()()  or  $2()(),()()()  liome." 

iiinker  and  Herbert  Hunt: 
aniily  ties 

■■rom  their  disastrous  attempt  to  cor- 
ler  the  silver  market  in  19X0,  the 
4unt  brothers  may  still  owe  the  ills 
)ver  $50  million.  Yet,  says  one  col- 
eague,  they  retain  working  assets  in 
•xcess  of  $10  million  and  are  still 
vheeling  and  dealing — not  for  them- 
elves,  exactly,  but  for  companies  set 
ip  in  better  times  for  many  ol  their 
hildren  and  grandchildren. 

Through  Hunt  International  Oil, 
Umker  has  deals  to  help  develop 
)ilfields  in  Qatar,  Indonesia  and  the 
Philippines.  He  is  also  said  to  be 
legotialing  in  the  former  Soviet  re- 
Hiblics;  he  recently  met  with  the  pres- 
dent  of  Kyrgyzstan,  say  Russian  news 
iccounts. 

"I  don't  think  Bunker  Hunt  is  any 
lifferent  now  than  when  he  was 
vorth  several  billion,"  says  an  asso 
iate.  "I  le  just  likes  business,  he  likes 
naking  money,  he  likes  looking 
broil." 

I  lerbert,  too,  is  lookinu,  toward  the 


former  Soviets  on  behalf  ot  Petro 
Hunt,  an  oil  compaiu'  o\\  net!  b\'  his 
children. 

Hut  hold  the  happy  ending  music. 
The  trustees  liciuidating  the  brothers' 
estates  have  sued  other  members  of 
the  Flunt  family;  the  trustees  allege 
that  Bunker  and  Herbert  illegally 
transferred  over  $100  million  to  vari- 
ous relatives  before  the  bankruptc\' 
agreement.  Trial  is  scheduled  lor  ne.\l 
summer. 


Ivan  Bocsky: 

''He  was  parking  to  the  end." 

Boesk\'  is  back  in  the  mone\'  noth 
ing  near  the  $200  million  Forbes 
estimated  he  had  in  1986,  but  enough 
to  live  in  the  high  style  he  favored 
before  serving  22  months  in  federal 
prison  for  securities  fraud.  Boesky 
didn't  recoup  in  the  financial  markets. 
'This  time  he  earned  his  bread  in  the 
matrimonial  law  courts. 

Boesky  sued  ex-wife  Seema  for  hall 
of  her  estimated  $100  million  for- 
tune. They  settled  in  june.  Ffom 
Seema,  Ivan  gets  $20  million  in  cash, 
a  $2.5  million  house  in  Ta  Jolla, 
Calif.,  and  a  $180,000-a-ycar  allow- 
ance. Dallas-based  Maxus  Energy  got 
35%  of  Boesky's  haul  to  settle  a  ci\  il 
suit.  That  still  leaves  plenty  for  Boesky 
to  cover  his  monthly  bills  of  $300  for 
haircuts,  $3,500  for  food,  $1,000  for 
clothing  and  $430  for  dr\'  cleaning. 
'Today  he  lives  the  good  lile  in  Fa  jolla, 
and  can  often  be  spied  limching  at 
928,  a  trendy  outdoor  cafe,  sometimes 
in  the  company  of Voung  women. 

Some  of  Boesky's  former  associates 
say  Seema  didn't  get  such  a  bad  deal. 
They  suggest  that  Boesky  transferred 
millions  to  Seema  when  the  feds  start- 
ed closing  in,  and  was  merely  using 
the  courts  to  reclaim  money  he  had 
parked  w  ith  her  while  he  did  his  time. 
Boesky  said  the  money,  much  made 
was  given  to  her  over  the 


Ivan  Boesky 
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Losing  it 


years.  Sccma,  whose  father  once 
owned  the  Beverly  Hiils  Hotel,  said 
her  fortune  had  little  to  do  with 
Boesky. 

Scoffs  a  former  colleague:  "He  was 
parking  to  the  end." 

Austin  Guirlinger: 
a  working  retirement 

Austin  Guirlinger  wanted  to  be  the 
Heniy  Ford  of  housing.  With  98%  of 
Cardinal  Industries,  the  nation's  larg- 
est modular  housing  manufacturer, 
and  a  $325  million  published  net 
worth  in  1988,  he  looked  to  be  on  his 
way.  He  kept  nearly  as  many  modules 
as  he  sold,  and  owned  52,000  apart- 
ment units  and  the  16,000-room 
Knights  Inn  motel  chain. 

Alas,  the  properties  were  heavily 
mortgaged.  When  real  estate  turned 
down,  Guirlinger's  net  worth  went 
uncierwatcr.  In  1989  Guirlinger's 
Columbus,  Ohio  company  filed 
Chapter  1 1 ;  Guirlinger  himself  had 
guaranteed  over  $100  million  in 


Austin  Guirlinger 


loans — especially  daunting  since  hi; 
net  worth  was  tied  to  his  companv. 

But  last  year  the  slimmed  dovvr 
company  emerged  from  bankruptc) 
as  Cardinal  Realt)'Sen'ices.  Ow  ned  b) 
Cardinal  Industries''  former  creditors 
the  new  Cardinal  owns  and  manage: 
about  33,000  rental  units. 

Guirlinger.''  He  hasn't  fared  as  well 
He  has  nothing  to  do  with  the  ne\M 
(Cardinal  and  still  faces  numerous 
claims  over  the  loan  guarantees. 

The  creditors  shouldn't  expect 
much.  While  oki  colleagues  report 
that  he  spencis  his  time  looking  aftci 
numerous  apartment  complexes  anc 
motels,  appearances  can  be  deceiving 
The  properties  belong  to  a  compan\ 
headed  by  a  former  Cardinal  execu 
tive  and  Guirlinger's  son  Robert 
Guirlinger  has  no  ownership  stake 
and  is  instead  an  employee.  But  don'l 
cty  for  Guirlinger.  He  still  spends  hi« 
time  shuttling  between  Columbus 
and  his  sumptous  home  in  Wintel 
Park,  Fla.  ■ 


Hold-up.i 


When  very  rk;h  people 
go  spectacularl)'  bust,  they 
usually  manage  to  hold 
on  to  their  mansions  and 
yachts,  and  continue  to 
hve  high  on  the  hog.  Re- 
plies Hugh  Ray,  presi- 
dent of  the  American  Bar 
Association's  Business 
Bankruptcy  Committee: 
"The  more  money  you 
owe,  the  more  money  you 
keep." 

Really  big  debtors  like 
Donald  Trump  and  Peter 
Kalikow  enjoy  what 
work-out  lawyers  call 
"hold-up  value" — the  abil- 
ity to  delay  asset  seizures 
for  months,  even  years. 
This  is  a  big  weapon, 
since  big  bankruptcy  cases 
cost  creditors  bet\veen 
$500,000  and  $1  million  a 
month  in  legal  fees  plus 
some  of  the  lost  income  the 
disputed  assets  could 
generate. 

The  debtor  has  little  to 


lose  by  fighting,  especially 
since  today's  lenient 
bankruptcy  courts  routine- 
ly grant  extensions  to 
debtors,  costing  the  credi- 
tors more  time  and  mon- 
ey and  inducing  them  to  of- 
fer debtors  concessions 
worth  millions  to  cooper- 
ate. Which  is  how  a  Hunt 
brother  can  keep  at  least 
$10  million  in  working 
assets  and  a  cozy  lifest}'le. 

This  hold-up  value  is 
especially  effective  for  real 
estate  speculators,  since 
they  control  the  buildings 
and  the  income  stream. 
"Three  years'  time-value  of 
money  is  enormous," 
notes  Rothschild  Inc. 
bankruptcy  specialist  Wil- 
bur Ross.  So  Donald 
Trump  gets  his  $400,000 
a  month  "allowance,"  fel- 
low New  Yorker  Peter 
Kalikow  sheds  enormous 
personal  pension  fund  li- 
abilities, and  both  retain 
equity  stakes  in  their  reor- 
ganizations, against  the 
day  when  property  values 


recover. 

There  are  other  tricks 
to  ensure  a  comfortable 
lifestyle  for  former  high- 
fliers. Florida  and  Texas 
both  have  a  generous 
homestead  act,  which 
grants  every  resident  a 
"home"  free  from  crecii- 
tors'  demands.  Texas 
courts  bend  over  so  far  to 
protect  debtors  'homes 
that  Texas  lawyers  like  to 
joke  that  if  a  debtor  can  fit 
the  Taj  Mahal  on  an  acre  in 
downtown  Houston,  it's 
safe  from  his  creditors.  (In 
Texas,  a  "home"  can  in- 
clude 200  acres  of  rural 
land  or  1  urban  acre.) 
Houston  developer  Melvin 
Powers  successfully  held 
a  $68  million  office  build- 
ing as  his  "home"  for  a 
while  during  the  early 
1980s  (Forbes,  Oct.' 27, 
1986).  And  Donald  Tmmp 
has  successfully  shielded 
from  his  creditors  his  pala- 
tial Palm  Beach  estate 
worth  millions. 

Monev  can  also  be 


parked  with  relatives;  some 
Wall  Streeters  think  Ivan 
Boesky  pulled  this  off  with 
his  former  wife.  Assets 
held  by  a  spouse  in  his  or 
her  own  name  will  some- 
times sur\'ive  attacks  from 
aggressive  creditors. 
Note  that  many  highfliers 
often  put  their  residences 
in  their  wives'  names.  Note 
too,  that  spouses  don't  al- 
ways give  the  money  back. 

Then  there  are  over- 
seas havens  like  Switzer- 
land, Liechtenstein  and 
the  Cayman  Islands.  It's  il 
legal  to  conceal  such 
holdings  in  personal  bank- 
ruptcy proceedings  or  to 
rush  money  out  of  the 
countiy  just  ahead  of  the 
creditors.  But  whatex  er  the 
legal  niceties,  in  practice 
foreign  accounts  are  usualh 
safe.  "If  a  guy  has  put 
money  offshore,  there's 
nothing  much  you  can  do 
about  it,"  says  Ray,  who  ha' 
witnessed  many  fruitless 
attempts  to  recover  foreign 
accounts.  -R.L.  I 
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"I  know  bourbon  gets  better  with  age, 
because  the  older  I  get,  the  more  I  Hke  it." 


B. 


OOKER  NOE  will  never  forget  the  first  time 
he  sampled  the  legendary  bourbon  from  his  grandfather 
Jim  Beam's  distillery. 

Even  when  he  tells  the  story  today,  his  face  twists 
into  a  grimace,  his  head  shakes  slowly  back  and  forth  and 
big  hand  swats  at  the  air  in  front  of  him. 
't  like  it  at  all,"  he  says,  without  apologies.  A 
confession  sounds  a  bit  strange  coming 
om  a  man  who's  devoted  his  life  to  making  fine  whiskey,  there  is  a  perfectly  reasonable  explanation. 

Booker  Noe,  perhaps  better  than  anyone  else,  understands  that  an  appreciation  for  bourbon  isn't 
mething people  are  born  with.  "Like  most  people,  learning  to  love  fine  bourbon  took  me  a 
attain  amount  of  time,"  he  says, "'^nt  as  the  years  have  gone  by,  I've  decided  there's  just 
3thing  better  than  whiskey  aged  in  charred  white  oak,  uncut,  unfiltered  and  straight 
om  the  barrel."  Which  is  why  Booker  Noe  recently  began  bottling  his  unique  bourbon  and 
aking  it  available  to  the  few  connoisseurs  of fine  spirits  who  can  appreciate  it. 

Depending  on  the  temperament  of  the  seasons  in  the  Bluegrass  State,  Booker  s  Bourbon 
aches  its  peak  anywhere  from  six  to  eight  years  into  the  aging  process.  And  since  every  barrel 
ys  differently,  each  batch  of  Bookers  has  its  own  unique  proof,  measuring  anywhere  from  121 
127.  With  any  luck,  you'll  find  Booker  s  Bourbon  at  your  local  liquor  retailer.  But  since,  by  its 
iture,  this  is  not  a  mass-produced  bourbon,you  may  have  to  look  further. 

Regardless  how  it  comes  into  your  possession,  Booker  Noe  believes  you  will  find  his 
urbon  well  worth  the  time  and  effort  spent  searching  for  it.  Especially  if,  like  Booker  himself, 
e  years  have  done  for  your  taste  what  they  do  for  a  bourbon's. 


KE  RESPONSIBILITY  PART  OF  YOUR  ENJOYMENT  Bookers'"  Kentucky  Straight  Bourbon  Whiskey,  6n.5%-63.57o  AIc./Vol.  Bottled  by  James  B.  Beam  Distilling  Co  ,  Clermont,  KY 

mrf  ibe  rare  gifl  ol  Bookers  Bourbon  to  a  friend,  callh 800  BE-  THERE  Void  where  prohibited  I  800  BE -  THERE  is  an  independent  telephone  gift  service  not  affihated  with  James  B.  Beam  Distilling  Co  ©  1993  James  B  Beam  Distilling  Co 


Nothing  so  demonstrates  the  ebb  and  flow  of  wealth  in  America  as  the 
history  of  the  houses  and  neighborhoods  wealthy  people  build  for 
themselves.  Consider  the  transformation  of  Cleveland's  Euclid  Avenue. 

John  D.  Rockefelleir 
slept  here 


By  Maury  Klein 

Walking  down  Cleveland's  Euclid  Avenue  today,  past  the 
seedy  Wendy's,  the  abandoned  Thorn  McAn  shoe  store 
and  trash-strewn  vacant  lots,  it's  hard  to  believe  that 
Euclid  was  once  one  of  the  world's  grandest  addresses.  In 
1892,  when  a  million  dollars  was  a  lot  ot  money,  the  New 
Tork  Tribune  published  a  list  of  the  nation's  millionaires. 
Of  the  68  millionaires  claimed  for  bustling  Cleveland,  53 
of  them  listed  Euclid  Avenue  as  their  address.  In  the  1860s 
British  writer  Anthony  Trollope  favorably  compared  Eu- 
clid with  the  grand  boulevards  of  London  and  Paris. 

John  D.  Rockefeller  lived  at  Number  3920  Euclid.  His 
neighbors  included  Henr)'  M.  Flagler,  Oliver  Hazard 
Payne,  Herman  Frasch  and  others  of  the  Standard  Oil 
crowd;  and  John  Teagle,  the 
independent   oil  producer 
who     fought  Rockefeller 
longest  and  hardest.  Also 
nearby    were    Samuel  L. 
Mather,  founder  of  what  lat- 
er became  Cleveland- Clift's 
Iron  Co.;  paint  tycoon  Hen- 
rry  Sherwin;  Ainbrose  Swasey 
and  Worcester  Warner,  who 
created  the  firm  of  Warner  & 
Swasey.     Banker  George 
Howe  resided  on  Euclid;  so 
did  brewery  owner  George 
F.  Gund,  whose  family  has  ■■■M 
amassed  a  fortune  worth 

nearly  $1 .3  billion  (see p.  278).  Euclid  Avenue  money  and 
leadership  built  churches,  universities,  medical  schools, 
the  art  museum,  the  orchestra,  the  historical  society, 
chanties  of  ever}'  kind. 

But  cities  change  and  money  flows  elsewhere.  Today 
Cleveland's  elite  lives  in  Gates  Mills  and  Pepper  Pike.  The 
only  reason  to  drive  down  Euclid  is  to  get  downtown. 

Originally  a  rutted  path  known  as  the  Buffalo  Stage 
Road,  Euclid  Avenue  was  practically  unpopulated  in  1824, 
when  Rufus  Dunham  bought  a  140-acre  tarm  near  what  is 
now  67th  Street  and  opened  a  tavern  to  ser\'e  the  stage- 
coach business.  During  the  1830s  a  handful  of  Cleveland's 
law\'ers,  bankers  and  merchants  erected  homes  along  the 
south  side  of  Euclid,  within  two  blocks  of  what  is  today 
called  Public  Square,  site  of  the  imposing  British  Petro- 


Euclid  and  6th  Street  in  Cleveland 
Today  (above)— and  yesterday  (opposite). 


leum  Building,  which  was  opened  in  1985  as  part  of  th 
impressive  renewal  of  downtown  Cle\  eland. 

The  higher  ground  on  the  north  side  of  Euclid  remaine« 
"a  pasture  full  of  bushes  and  wild  berry  vines"  witj 
grazing  cows  and  horses.  In  those  days  land  on  Euclid  cos 
around  40  cents  an  acre.  Fort\'  years  later,  that  land  woul 
change  hands  at  over  $1,000  a  foot. 

By  1851  only  58  houses  could  be  found  along  the  . 
miles  between  Public  Square  and  71st  Street,  and  Eucli* 
itself  was  in  such  awful  shape  that  bo\'s  floated  rafts  down  i 
in  heaxy  rains.  But  as  the  street  was  widened,  sewered 
planked  and  lined  with  trees  on  both  sides,  more  of  th 
business  elite  began  to  regard  Euclid  as  a  pleasant  an« 

convenient  ha\'en  from  th 
growing  industrial  squalor 
Cleveland's  Flats  area  an< 
the  Lake  Erie  waterfront. 

In  the  years  after  the  Civ: 
War,  Cleveland's  econom 
suflered  major  con\'ulsion^ 
Its  old  iron  ore  mining  ani 
shipbuilding  jobs  were  re 
placed  bv  manufacturin 
jobs.  As  new  fortunes  sprouti 
ed,  so  did  the  prestige  of 
Euclid  Avenue  address.  Th 
street  was  widened  agaiil 
paved,  given  high  sandston 
curbs  and  flagstone  side- 
walks, and  was  lit  with  elegant  gaslights. 

In  the  1880s  Euclid  was  a  Currier  &  Ives  study  in  quid 
luxury.  Picture  it  in  your  mind.  Two  rows  of  majestic  elm 
shaded  each  side  of  the  broad  avenue.  Behind  them  stood 
procession  of  mansit^ns  striking  in  their  \  ariet\'  of  architecj 
tural  styles  and  surrounded  by  expansixe  lawns  wit! 
impeccable  gardens  and  fineh'  primed  shrubbcn'.  Blac 
cast-iron  fencing  lined  the  siciewalk  but  did  not  intrudi 
between  the  houses,  gi\'ing  the  lawns  an  unbroken  flow  c 
green.  On  the  north  side,  where  cows  had  grazed,  mani 
cured  lawns  now  extended  more  than  a  hundred  feet  up 
gentle  slope  to  the  row  of  mansions  sitting  atop  a  ridg 
overlooking  Lake  Erie.  Jolly  Samuel  L.  Mather,  pro 
prietor  of  Number  1369  Euclid,  relished  the  cold,  stonni 
winters  when  the  a\enue  was  'iiveh'  even'  afl:ernoon — i 
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crfcct  C"arni\'al." 

But  by  1874  the  seeds  of  Euclid''s  destruction  were 
ready  being  sown.  In  that  year  residential  property  on 
uclid  \\'ent  for  $  1 ,000  to  $  1 ,200  per  foot,  compared  with 
300  a  foot  on  Prospect,  one  block  south.  These  prices, 
pupled  with  the  growing  sc]ueeze  for  space  downtown, 
iade  Kuclid  increasingly  attractive  as  commercial  proper- 
'.  Ironically,  the  same  businessmen  who  had  created  the 
iriving  C^leveland  economy  and  sought  refuge  from  the 
urly-burly  in  the  pristine  beaut)'  of  Euclid  Avenue  were 
so  the  ones  who  set  in  motion  the  forces  that  turned 
uclid  into  one  more  piece  of  urban  sprawl. 

First  came  the  streetcars.  Euclid's  hrst  trolley  tracks,  laid 
J  1860  by  Euclid  resident  William  Chisholm  and  his  son, 
m  as  fir  as  55th  Street.  But  it  was  the  real  estate  market 


and  the  growth  of  government — i.e.,  taxes — that  ulti- 
mately chased  the  elite  off  the  avenue. 

As  early  as  the  1 850s  merchants  and  professional  people 
began  encroaching  on  the  avenue  between  Public  Scjuare 
and  9th  Street.  Small  establishments  appeared,  followed 
b\'  multistoried  business  blocks.  Herman  Chapin,  meat 
packer  and  onetime  max'or,  led  the  way  with  a  three-stor)' 
building  t)n  the  northeast  corner  of  Public  Sc]uare.  In 
1873  John  D.  Rockefeller  put  up  a  building  on  Euclid 
between  2nd  and  4th  streets  to  house  his  young  Standard 
Oil  Co.,  giving  him  a  pleasant  short  walk  to  the  office. 

Iron  and  steel  magnate  Charles  Otis,  one  of  the  axenue's 
proudest  residents,  could  not  resist  a  golden  opportunity': 
When  6th  Street  was  cut  through  from  Euclid  to  the 
business  district  on  Superior  in  1875,  Otis  and  a  partner 
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Euclid  and  40th  Street  in  the  late  1800s,  circa  1918  and  today 

Cities  change,  money  flows  elsewhere.  So  has  Cleveland's  elite. 


pix>mptly  erected  the  five-stor)  Otis  Block. 

In  essence,  the  Euclidians  were  financing  the  end  of 
their  bucolic  lifcst)'le.  Many  of  the  new  buildings  going  up 
along  Euclid  were  developed  bv  residents  of  the  avenue. 
The  Arcade  at  510  Euclid,  for  example,  which  opened  in 
1890,  was  built  by  Charles  F.  Brush  (the  inventor  of  the  arc 
light).  Rockefeller  and  some  partners.  (One  of  the  most 
beautiful  structures  of  its  type  ever  built,  the  Arcade  still 
offers  a  glimpse  of  its  glorious  light  and  elegance,  unlike 
two  other  arcades,  the  Euclid  and  the  Colonial,  at  347 
Euclid  and  530  Euclid,  respectively.) 

Onrushing  development  pushed  prices  and  taxes  to  new 
heights.  The  southeast  corner  of  Euclid  at  9th  Street, 
worth  $9,150  in  1865,  was  valued  at  $500,000  in  1901 . 
As  long  as  the  avenue  retained  its  residential  character, 
taxes  had  stayed  relatively  low.  But  between  1900  and 
1920,  taxes  increased  over  fivefold.  Banker  Sylvester 
Everett  saw  the  annual  tax  bill  on  his  grand  Romanesque 
mansion  rise  from  $1,100  in  1890  to  $14,000  in  1920. 

Euclid's  residents  tried  to  cap  their  propertv  taxes  and 
stave  off  the  commercial  invasion  by  petitioning  the  cit)'  in 
1 896  to  declare  Euclid  Avenue  a  boulevard  and  integrate  it 
into  the  city's  park  system.  Rockefeller  supported  the  plan 
and  suggested  limiting  traffic  on  Euclid  to  "pleasure 
vehicles."  The  city  council  approved  the  plan,  but  nothing 
was  done  to  cany  it  out:  The  cit)'  was  expanding  too 
rapidly  to  isolate  one  of  its  most  vital  arteries. 

After  1900  the  ax  enue  slid  irrevocablv  into  commercial 


development.  Mayor  Tom  Johnson,  the  streetcar  magnati 
turned  progressive-era  reformer,  hammered  relentlessly  t 
get  more  tracks  laid  down  Euclid.  In  1915  an  elevaten 
railroad  track  sliced  across  Euclid  at  55th  Street,  partition 
ing  the  4-mile-long  avenue  at  that  point. 

Cleveland's  growth — by  1910  it  had  more  tha 
560,000  inhabitants,  making  it  the  countr)''s  sixth-larges 
citA' — produced  yet  another  threat  to  Millionaires'  Ro\\i 
During  the  1910s  large  numbers  of  southern  black 
migrated  northward  seeking  urban  factoiy  jobs.  Th 
business  interests  welcomed  the  newcomers  as  cheap  labo 
but  did  not  want  them  for  neighbors.  And  so  bega^ 
Cleveland's  flight  to  the  suburbs. 

Some  Euclid  Avenue  residents  razed  their  houses  anJ 
sold  the  land.  John  D.  Rockefeller's  house  gave  way  to 
gas  station  and  parking  garage.  Others  avoided  skyrocket 
ing  property  taxes  by  donating  their  property  to  charitabl 
or  educational  institutions,  thus  removing  the  land  fron 
the  city's  tax  rolls.  Leonard  Hanna,  brother  of  Marcu 
Hanna  (founder  of  M.A.  Hanna  Co.),  willed  his  Euclii 
mansion  to  the  Museum  of  Natural  History,  but  in  1958  i 
was  demolished  to  make  way  for  a  freeway  overpass. 

By  the  1920s  most  of  Euclid's  old  guard  had  scattered  t 
new  areas  like  Shaker  Heights  and  Bratenahl  and  Wicklifftj 
their  churches  and  merchants  followed.  As  Euclid  Avenul 
grew  more  commercial,  it  also  became  more  tawdry;  hig! 
tax  assessments,  loss  of  the  elite  and  the  changing  down 
town  scene  tarnished  its  appeal  to  upscale  businesses 


MM 


Jul  II I  [j  Rfii  ^efel!er  s  former  Euclid  Avenue  home  and  the  building  there  now 
Homes  of  the  wealthy  were  razed  as  the  flight  to  the  suburbs  began. 
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Euclid  Avenue 


During  the  Depression  the  city  became  increasing!)'  ghet- 
toized,  as  grow  ing  numbers  of  blacks,  Appalachian  whites 
and  Puerto  Ricans  took  over  older  ethnic  neighborht)()ds. 

Businesses  and  industries  joined  the  tlight  to  the  sub- 
urbs, leaving  the  inner  cit\'  without  jobs.  By  1980  (Cleve- 
land's population  had  shrunk  to  573,822,  from  914,808 
in  1950.  By  1970  more  than  halt  the  jobs  in  the  greater 
Cleveland  area  were  in  the  suburbs.  Downtown  C>le\'eland 
was  dead;  average  family  income  in  the  cit\'  in  1969  was 
only  $9,717,  compared  with  $15,259  in  the  suburbs. 

Massive  urban  redevelopment  projects  in  the  1950s  and 
1960s  destabilized  some  of  Cleveland's  black  population, 
forcing  it  into  the  Hough  section  on  the  southern  reaches 
of  Euclid.  In  1966  race  riots  resulted  in  millions  of  dollars 
of  damage  to  buildings  on  or  near  Euclid. 

The  final  blow  to  Cleveland's  pride  came  in  1978: 
Under  a  zany  mayor  named  Dennis  Kucinich,  the  cit\' 
defaulted  on  its  debt,  the  first  cit)'  to  do  so  since  the 
Depression. 

In  the  last  few  years  a  new  generation  of  energetic 
Cleveland  business  and  civic  leaders  have  worked  to 
resurrect  the  city.  And  with  notable  success.  Next  year,  for 
instance,  the  Gateway  sports  complex  will  open  down- 
town, providing  new  homes  for  the  Cleveland  Indians  and 
Cavaliers. 

But  while  Cleveland  is  making  giant  strides,  Euclid 
Avenue's  former  charm  can  never  be  restored.  Cleveland 
State  University  has  reclaimed  the  north  side  of  the 
avenue,  all  the  way  from  18th  to  30th  streets,  but  else- 
where the  contrast  between  new  buildings,  many  of  them 
public  agencies,  and  old  derelicts  is  striking.  Beyond  the 
railroad  overpass  at  55th  Street,  Euclid  Avenue  turns  into  a 
wasteland:  20  blocks  of  abandoned  buildings  and  vacant 
lots.  Signs  of  life  return  past  75th  Street;  a  modest 
shopping  mall  at  the  northeast  corner  of  79th  provides  a 
haven  of  order  that  increases  in  the  blocks  bex'ond. 

Only  a  handful  of  Euclid  A\  enue's  grand  mansit)ns  hax  e 


LEFT  TO  RIGHT; 

Cleveland's  Public  Square 
in  1857;  Euclid  &  East  9th  in 
1929;  BP  Building  today 

ABOVE: 

The  Flats  in  1935 


survived  the  bulldozer's  blade.  One,  at  2605  Euclid, 
belonged  to  Samuel  Mather.  In  1907  Mather  was  56  years 
old,  heir  to  his  lather  Samuel  L.  Mather's  iron  ore  shipping, 
fortune  and  arguably  the  richest  man  in  Ohio,  when  he 
began  construction  of  his  $3  million,  43-room  mansion 
on  2.4  acres  with  lavish  gardens  and  squash  courts.  Mather 
lived  on  the  deteriorating  avenue  until  his  death  in  193 1. 
Toda)'  the  restored  house  stands  on  the  grounds  of 
Cleveland  State  Universit)',  scarcely  noticeable  among  the 
jumble  of  newer  buildings. 

The  last  to  build  on  Euclid  was  Anthony  Carlin,  an 
Irishman  who  made  a  fortune  in  the  foundiy  business.  In 
191 1  he  broke  ground  on  the  last  grand  house  to  be  built 
on  the  avenue.  After  he  died,  his  son  John  and  daughter- 
in-law  stayed  on  in  the  house  until  1950,  when  they  could 
bear  Euclid  no  longer.  Before  departing,  they  hosted  ai 
farewell  dinner  dance  for  a  hundred  guests  in  their  second- 
floor  ballroom.  It  was  a  requiem  for  the  old  way  of  life  on 
Euclid  A\'enue.  For  a  detailed  histoiy  of  Euclid  Avenue, 
see  Sljoivplncc  of  Americn  by  Ian  Cigliano  (Kent  State: 
University  Press,  $45). 

Today  the  Carlin  house  is  a  community'  mental  health 
center.  Behind  it  is  a  hideous  brick  annex  that  blocks  the 
view  of  Lake  Erie .  To  the  left  of  the  house  is  a  tailed  parldng 
garage;  to  the  right,  a  pair  of  vacant  lots  fenced  in  with 
barbed-wire-topped  wire  mesh  fences.  Across  the  street 
can  be  found  a  lounge  and  some  shabby  apartments  abo\  c 
a  deli  and  money-order/check-cashing  store. 

Tcmpns  fnjjit,  and  money  moves  along.  I 
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Published  to  Date. 
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TPC-C  Benchmarks 
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•UNIX  TPC-audited  benchmarks  published  by  hardware 
manufacturers  as  of  9/1/93. 
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When  they  want  to  show  high  performance,  hardware 
vendors  choose  the  database  that  delivers.  Time  after 
time,  the  choice  is  Informix.  Whether  it's  TPC-A,  TPC-B, 
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Free  Aberdeen  Group  Report. 

Find  out  more  about  TPC  benchmarking  and  Informix 
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"The  challenge,"  says  Corsair  MarinefounderJohn  Walton,  "was  to  turn 
a  custom  boat  into  something  that  could  be  mass-produced." 

It  takes  a 
dedicated  man  to 
make  a  wo]*thy  boat 


By  Philippe  Mao 


Corsair  Marine  founder 
John  Walton  (left); 
unfolding  a  trimaran 
"We  just  held  on 
by  the  seat 
of  our  pants." 


John  Walton  shows  up  for  an  inter- 
view with  a  Forbes  reporter  driving  a 
Chew  Astro  van  and  towing  an  odd- 
looking  boat.  After  raising  and  secur- 
ing the  mast,  Walton  quietly  backs  the 
boat  trailer  into  San  Diego  Bay,  then 
swings  two  outrigged  floats  into  the 
water  and  locks  them  into  position. 
Less  than  20  minutes  after  arriving,  he 
raises  the  mainsail  on  his  2 7- foot  Cor- 
sair trimaran  and  invites  the  reporter 
aboard. 

Walton,  47,  is  the  founder  and  sole 
owner  of  Corsair  Marine,  Inc.,  a  ten- 
year-old  maker  of  an  innovative  fold- 
ing trimaran.  Made  of  fiberglass,  Kev- 
lar  and  carbon  fiber.  Corsairs  sell  for 
between  $32,000  (for  the  24-foot 
model)  and  $90,000  (for  a  31 -foot- 
er). Last  year  the  company  sold  140 
boats  and  grossed  roughly  $5  million. 
It  is  profitable,  barely. 

Yes,  John  Walton  is  a  son  of  Sam 
Walton,  the  late  founder  of  Wal-Mart 
Stores  and  patriarch  of  the  wealthiest 
family  in  America.  John  Walton,  his 
mother  and  his  three  siblings  together 
own  Wal-Mart  shares  that  are  worth 
$23  billion  and  throw  off  $100  mil- 
lion a  year  in  dividends  (see  p.  113). 
Active  in  Walton  Enterprises,  the 
holding  company  for  the  family's 
Wal-Mart  stock,  John  Walton  is  be- 
lieved to  control  a  stake  worth  $4.5 
billion. 

A  taciturn  man  who  lixes  with  his 
wife  and  son  in  a  middle-class  suburb 
of  San  Diego,  Walton  is  passionate 
about  making  a  real  success  of  his  little 
boat- building  company.  Corsair  Ma- 
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rine.  "The  challenge,"  he  says  during 
the  course  of  a  sail,  "was  to  turn  a 
custom  boat  into  something  that 
could  be  mass-produced."  Trimming 
the  spinnaker,  he  catches  a  gust  of 
wind,  and  the  boat's  speed  surges  to 
12  knots — very  fast  for  a  boat  that 
size.  Clearly  proud  of  the  Corsair's 
agility  on  the  water,  he  grins  and  says, 
"I  guess  that's  why  we  just  held  on  by 
the  seat  of  our  pants."  It's  only  in  the 
past  few  years,  he  says,  that  his  startup 
company,  funded  with  $300,000  of 
his  own  cash  and  $300,000  in  bank 
loans,  has  finally  turned  a  profit. 

Why  would  John  Walton,  who 
could  easily  buy  any  boat,  or  any  boat- 
builder,  he  wanted,  struggle  for  ten 
years  to  get  a  little  startup  business  off 
the  ground?  Like  many  second  sons, 
John  Walton  has  a  strongly  inciepen- 
dent  cast  of  mind.  In  1966,  for  exam- 
ple, when  he  was  19  years  old,  Walton 
dropped  out  of  the  College  of  Woos- 
ter,  in  Ohio,  and  volunteered  for  ser- 
vice in  Vietnam  with  the  U.S.  Army 
Special  Forces.  "1  wanted  to  see  die 
other  side  of  the  stor}',"  he  says. 

After  a  year  with  the  Green  Berets, 
he  returned  to  the  States  and  took  up 
flying.  He  got  a  job  as  a  corporate 
pilot  and  then  drifted,  in  1971,  into  a 
job  as  a  pilot  with  a  crop-dusting 
company  in  Mississippi.  He  eventual- 
ly wound  up  flying  for  another  crop- 
dusting  company  in  Arizona. 

By  this  time  Wal-Mart,  which  his 
father  started  in  1962,  was  a  public 
company,  and  the  Walton  family  was 
already  rich,  if  not  breathtakingly  so. 
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A  video  camera  turned  out  to  be  a  useful  tool  for  returning  injured  fish  processing  workers 


The  Fish  Company  Wanted  Its  Workers  Back  Safe. 


D  their  jobs.  First,  we  made  a  few  changes  to  the  processing  line,  modifying  it  to  make  the  work 


We  Shot  Them,  easier 


ier.  We  also  provided  on-site  training.  And  then 


i! 


ideotaped  the  whole  thing  in  action.  With  the  tape  to  watch,  physicians  could  make  an 


,nformed  decision  about  optimum  return  times.  The  upshot  was  lost  days  cut  in  half.  If  you'd 
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Corsair  Marine 


His  older  brother  S.  Robson  Walton 
settled  in  Bentonville,  Ark.,  where  he 
practices  law  and  serves  as  Wal-Mart's 
chairman;  younger  brother  Jim  also 
settled  into  business  in  the  family's 
hometown.  But  John  Walton  fol- 
lowed his  own  drummer.  In  1975  the 
owners  of  the  Arizona  crop-dusting 
company  retireci,  and  Walton  and  his 
brother  Jim  wound  up  with  control  of 
the  company.  John  Walton  ran  it  for  a 
couple  of  years  and  then  turned  over 
the  reins  to  one  of  his  partners. 

Asked  if  he  learned  anything  about 
running  a  business  from  his  father, 
Walton  demurs,  but  implies  that  di- 
rectness and  quick  decision  making 
are  key  to  business  success.  "If  you 
asked  him  [Sam  Walton]  a  question," 
he  says,  "he'd  give  you  an  answer." 

Boat-building  entered  Walton's 
life  through  the  back  door.  "I  started 
sailing  during  the  winter  months  be- 
cause there  was  no  crop  dusting  to  be 
done,"  he  says.  "And  I  enjoyed  scuba 
diving,  and  you  need  a  boat  to  get  to 
the  best  dive  spots." 

Rather  than  buy  a  boat,  Walton 
built  his  own.  Worlcing  in  the  back- 
yard of  a  rented  house  in  San  Diego, 
Walton  built  his  first  trimaran — a  44- 
footer — in  18  months.  But  while  the 
boat  was  fast  on  the  water,  it  wasn't 
practical  for  mass  production:  Almost 
as  wide  as  long,  it  wouldn't  fit  into  a 
slip  and  was  too  wide  for  a  trailer. 

Then,  in  1983,  Walton  spied  a 
small  ad  in  the  back  of  a  sailing  maga- 
zine. The  ad  was  placed  by  a  New 
Zealand-born  boat  designer  named 
Ian  Farrier  and  offered  plans  for  a  16- 
foot-widc  trimaran  that,  when  the 
outriggers  were  folded  up  against  the 
sides  of  the  main  hull,  could  be 
squeezed  onto  a  standard  boat  trailer. 
"It  was  the  missing  ingredient  needed 
to  make  a  multihull  boat  commercial- 
ly viable,"  recalls  Walton  of  Farrier's 
innovative  folding  outrigger  design. 

Walton  ordered  the  plans  and  be- 
gan building  a  folding  trimaran.  Soon 
after,  he  called  Farrier  to  talk  about 
the  possibilities  of  putting  such  a  boat 
into  production.  Farrier,  who  had 
been  maldng  a  modest  living  as  a  boat 
designer  in  Brisbane,  Australia,  was 
not  encouraging — until  he  learned  of 
Walton's  resources.  "I  told  him,"  says 
Farrier  with  a  laugh,  "that  it  would  be 
very  difficult  to  build  such  a  boat 
[commercially],  but  if  you  have  one 


Corsair  Marine's  24-foot  trimaran 
A  favorite  among  the  sailing  set. 


or  two  million  bucks  to  spare,  then  no 
troubles." 

Walton  invited  Farrier  to  come  to 
the  U.S.,  and  they  struck  a  deal.  Wal- 
ton would  finance  and  maintain  sole 
ownership  of  a  company  to  build 
Farrier's  trimarans;  Farrier  would 
oversee  the  construction  and  receive 
royalties  for  his  designs.  In  March 
1984,  Walton  and  Farrier  began 
working  on  a  27-foot  prototype.  To 
be  close  to  his  new  company,  Walton 
and  his  wife,  Christie,  lived  aboard  a 
50-foot  Chris  Craft  docked  close  to 
his  boat  shed. 

One  year  later  Walton  and  Farrier 
introduced  the  boat  to  the  sailing 
public.  "It  was  an  immediate  suc- 
cess," boasts  Walton.  "It  won  several 
races,  set  course  records  and  drew  a 
lot  of  attention."  From  1986  to  1991 
production  was  sold  out. 

But  while  the  boat  was  instantly 
popular,  the  company  was  not  in- 
stantly profitable.  Since  his  days  in 
that  San  Diego  backyard,  Walton  had 
been  experimenting  with  high-tech 
materials,  like  a  lightweight  carbon 
fiber  mast,  built  for  him  by  an  aircraft 
builder  in  the  Mojave  desert.  For  his 
new  company,  he  began  experiment- 
ing with  new  construction  tech- 
niques, using  Kevlar  and  lightweight 
structural  foam  for  the  hull.  Though  a 
few  offshore  racing  boats  had  been 


built  this  way,  no  production  sailbo; 
company  had  attempted  it.  Too  ci 
pensive.  No  economies  of  scale.  ' 

Walton  worked  to  streamline  an 
speed  production — a  single  boat  toc] 
three  weeks  or  more  to  build — whil 
Farrier  continued  to  refine  his  d(i 
signs.  In  late  1991,  however,  Farrid 
decided  he  was  more  interested  ii 
designing  new  boats  than  overseein 
production  of  his  old  ones,  and  th 
two  parted  company.  Farrier  still  do 
signs  boats  for  the  firm  and  receiv« 
royalties. 

To  run  operations,  Walton  hire 
Paul  Hebert.  Hebert,  56,  holds 
master's  degree  in  industrial  techno 
ogy  from  the  University  of  Bridgepoj 
and  quickly  reorganized  the  factory^ 
work  flow.  This  brought  the  time  j 
took  to  complete  a  Corsair  down  tj 
just  under  six  days. 

Hebert  doesn't  hog  the  credit  fc 
this.  He  insists  that  the  company  ha 
inherent  strengths  that  made  his  woe 
easier.  For  example,  he  credits  Walto 
with  introducing  a  Wal-Mart-st)'! 
system  of  participatory  managemen 
awards  and  a  profit-sharing  plan 
"The  associates,"  says  Hebert,  usin 
the  same  term  for  Corsair's  75  en 
ployees  that  Wal-Mart  uses  for  i 
490,000,  "are  all  organized  in  team 
and  they  have  a  great  deal  of  autonc 
my  with  regard  to  how  they  go  aboi 
doing  things.  That  has  brought 
great  deal  of  cooperation  to  makin 
the  boat." 

Hebert  says  production  this  ye. 
couki  reach  200  boats.  The  compar 
recently  introduced  a  31 -foot  Farri« 
design  that  sells  for  around  $90,000 
Response  has  been  gratifying.  Ov( 
the  next  five  years,  with  the  introdu* 
tion  of  one  new  model  a  year,  Hebe 
says  he  thinks  the  company  coul 
triple  in  size,  to  around  $15  million  i 
sales.  That's  fairly  impressive,  by  boa 
builders'  standards. 

Asked  if  he  e\'er  considered  bailin 
out  of  the  boat  business,  John  Walto 
lets  out  a  huge  laugh.  "Many  times 
wanted  to  take  the  next  boat  off  tf 
production  line,  stop,  sa)'  good-b\ 
and  go  sailing  with  my  family."  S 
why  didn't  he.'  "I  guess  it's  the  sair 
lack  of  judgment  that  gets  you  startc 
in  the  first  place,"  he  says  self-dcprt 
catingly.  "I  think  [entrepreneurs]  ai 
all  cursed  by  the  same  thing.  It's  hai 
to  stop."  ■ 
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IT'S  NOT  THE  SAME  HIGHLIGHTER  YOU  USED  IN  COLLEGE; 
BUT  THEN,  YOU'RE  NOT  THE  SAME  EITHER. 
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to  the  Montblanc  Collection,  only  at  a  Montblanc  Authorized  Retailer.  Because  now  that  your 
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It's  a  cliche:  Behind  every  successful  man  there's  a  strong  woman. 
But  in  the  case  of  Johnnie  and  Allen  Breed  and  their 
Breed  Technologies,  Inc.,  it's  a  lot  more  than  a  cliche. 

When  Allen 
met  Johnnie 


By  Steven  Zausner 


This  is  a  story  about  love,  divorce,  sibling  rivalry,  failed 
enterprises,  broken  partnerships  and  the  overnight  creation 
of  a  nearly  $300  million  personal  fortune.  The  players  in  this 
drama:  Allen  Breed,  66;  his  tliird  wife,  Johnnie  Tanner 
Breed,  49;  and  his  younger  brotiier  David  Breed,  55.  Scene: 
die  Pritikin  Longe\'ity  Center  in  Downingtown,  Pa.  and 
various  companies,  mosdy  unsuccessflil,  started  by  Allen 
Breed.  The  time:  1957  to  the  present. 

Warm  and  jox  ial,  w  ith  a  loquacious  manner,  Allen  Breed 
doesn't  come  across  like  the  average  chief  executive,  or  one  of 
die  richest  men  in  America.  Between  the  constant  tugs  at  his 
collar,  liis  loose,  absent-minded-professor  haircut  and  his 
owlish  spectacles.  Breed  seems  every  bit  die  stereot\'pical 
scientific  genius. 

The  bright  son  of  a  Chicago  doctor.  Breed  earned  an 
engineering  degree  at  Northwestern  Uni\  ersit\'  in  1959,  did 
a  brief  stint  at  RCA  and  joined  the  Gruen  Watch  Co.  in  1955. 
At  Gruen  he  learned  that  the  same  machines  used  to  produce 
a  wrist^'atch's  tin\'  gears  could  be  used  to  produce  safet)'  and 
arming  mechanisms  for  militaiy  munitions. 

Li  1957  Breed  left  Gaien  and  formed  liis  first  company. 
The  Waldiam  Watch  Co.  was  mo\'ing  its  watchmaking 
operations  to  Switzerland.  Breed  and  a  paitner  bought  some 
of  Waltham's  leftover  equipment  and  began  making  safetv' 
and  arming  devices  for  die  militar\'.  The  compan}',  redm, 
was  a  success.  In  1960  the  33-year-old  Breed  took  the 
company  public.  But  a  year  later  Breed  had  a 
falling-out  with  the  board;  he  resigned,  left  the     Allen  Breed 
company  with  around  $300,000  and  started  a     "Allen  is  the 
new  company,  Breeci  Corp.  Says  senior  executive     kind  of  guy  who 
Ted  Thuen,  who  has  worked  widi  Breed  for  25     would  go 
years:  "Allen  had  this  never-sa\  -die  attitude.  He    through  a  wall 
just  regrouped  and  staiteci  soniediing  new.''    when  there's  a 
Among  Breed  Corp.'s  employees  were  Thuen,    door  nearby. 
Breed's  second  wife,  BettA',  and  his  younger    Johnnie  is  there 
brotiier  David,  a  Ph.D.  candidate  in  mechanical    to  show  him 
engineering  at  Columbia  UniversitA^  the  door," 

But  while  Allen  Breed  is  a  gifted  engineer  and  i^^H 
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inventor,  he  isn't  much  at  rtuining  businesses.  "Administr; 
tive  duties,"  he  readily  admits,  "aren't  my  strong  point." 

Afi;er  a  promising  start  making  trigger  mechanisms  fd 
tilings  like  antitank  weapons.  Breed  Corp.  was  all  bi 
banknipt  by  1969,  and  Allen  Breed's  life  began  a  trightenir 
downward  spiral.  The  problem:  Breed  had  patented  a  b: 
and  tube  ftise  that  measures  velocity'  and  time  changes.  T 
Pentagon  wanted  title  to  Breed's  Rise  patent,  but  Brec 
w  ouldn't  gi\  c  it  up  and  demanded  higher  royalties.  Then  tl 
government  canceled  Breed's  contract.  Breed  lost  most 
his  net  worth — cash,  stocks,  some  Manhattan  real  estate- 
when  Breed  Corp.  collapsed.  His  marriage  soon  failed,  tot 
But  he  didn't  lose  his  do  or-die  spirit.  Says  liis  lawyer 
many  years,  Geoffrey  Stewart  of  Hale  &  Dorr:  "Allen  ju 
turned  around  and  said,  'Let's  find  something  new- 
make.'  " 

That  something  new  was  the  firing  cie\'ice  to  inflai 
collision  airbags  in  cars. 

In  the  late  1960s  Breed  had  heard  some  fellow  defeni 
contractors  discussing  the  new  automobile  airbag  teclinc 
ogS'.  His  ears  pricked  up  when  he  heard  that  auto  manufai 
turers  needed  a  cheap  trigger  de\'ice — a  sensor — tiiat  won 
explode  die  bags  at  die  right  time.  The  tiigger  had  to  be  ab 
to  tell  the  difference  between  a  parking-lot  fender-bendl 
and  a  head-on,  high-speed  crash. 

Breed  thought  he  had  just  the  right  product,  his  patent« 
ball  and  tube  sensor  used  to  fire  rockets.  Tl 
sensor  was  sU'ong  enough  not  to  explode  if  tl 
shell  was  droppecl  on  solid  concrete,  but  sensiti 
enough  to  deploy  under  pressure  from  die  firiii 
pin  in  a  rocket  laiuicher.  Breed  figured  he  cou 
make  a  lot  of  money  if  he  could  adapt  liis  sensor  i 
trigger  cars'  airbags. 

"Estimates  showed  that  airbags  could  sai 
10,000  lives  a  \'ear  and  hundreds  of  diousands 
serious  permanent  injuries,"  recalls  Breed.  "Wi 
50  million  cars  manufactured  worldw  ide  each  \'c 
and  each  airbag  costing  $300,  airbags  have 
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At  J.D.  Edwards,  we  belies 
depth  and  endurance  ti 

With  the  explosive  growth  of  hurried  development  i 

of  the  open  systems  is  not  the  best  way  to  1 

movement  in  recent  years,  create  products  with  the 

software  manufacturers  depth  and  longevity 

everywhere  are  frantically  necessary  to  make  them 

racing  to  get  their  good  investments, 
products  to  the  market.  At  J.D.  Edwards, 

Unfortunately,  this  kind  we're  taking  the  time  to 
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product  of  true 
time  to  create. 


reate  open  systems  soft- 
vare  with  the  features 
Ind  flexibility  to  meet 
our  needs  initially  and 
v^ell  down  the  road.  With 
client  list  consisting  of 
ome  of  the  largest  and 
nost  successful  corpora- 


tions worldwide,  we're 
firmly  established  as  a 
leader  in  business  solu- 
tions. From  financial 
management  and  manu- 
facturing to  distribution 
and  construction.  From 
public  services  to  human 


resources  management. 
Now  we're  bringing  the 
same  level  of  quality  and 
reliability  for  which  we're 
known  into  open  systems 
software. 

Naturally,  our 
approach  to  developing 
software  takes  more  time. 
But  you  can  be  sure  that 
when  we  say  it's  ready, 
it's  ready.  So  if  your 
company  is  one  that 
values  long-term  invest- 
ment over  high-risk 
technology,  take  a  look  at 
J.D.  Edwards.  For  more 
information,  call  us  today 
at  1-800-727-5333.  And 
discover  just  how  specta- 
cular the  outlook  for 
open  systems  software 
can  be. 
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ttential  $15  billion  market.'" 

In  1970  Breed  and  some  of  his  engineers,  among  diem 
unger  brodier  Da\  id  Breed,  prodiieed  die  barely  existing 
eed  Corp.'s  first  automotive  airbag  sensor.  A  tireless 
esnian,  Allen  Breed  by  the  end  of  the  1 970s  had  convinced 
1,  Ford  and  Chn'sler  that  his  ball  and  tube  sensor  was  the 
St  for  the  price.  Cai"  buyers,  ho\\e\'er,  weren't  impressed. 
In  several  test  ams  where  gm  had  offered  airbags,  sales  of 
cse  optional  units  were  miserly.  A  mere  10,243  GM  cars 
:re  ordered  between  1974  and  1976  witii  aii  optional 
bag  system.  But  Breed  didn't  give  up  on  the  sensor, 
drbags  were  too  good  a  product,"  he  says.  "Besides,  1  was 
id  of  used  to  failure  by  then." 

Breed  Corp.  was  still  doing  some  defense  conti'acting 
)rk.  But  in  the  mid- 1980s  Breed  was  investigateci  over 
egations  that  die  company  hadn't  fully  tested  a  fuse.  The 
,'estigation  was  subsequentiy  dropped,  but  the  incident  left 
3ad  taste  in  Breed's  mouth  and  he  vowed  to  get  out  of 
ivernnient  conti-acting. 

Fortunately,  automakers  were  looking  at  air- 
gs  again.  But  in  1984,  just  as  he  was  preparing 
go  after  more  airbag  sensor  orders  from  the 
•makers,  Breed  suffered  a  heart  attack.  Leaving 
e  automotive  side  of  the  company  in  younger 
other  David's  hands,  he  went  off  to  the  Pritildn 
Higexit)'  Center  in  Downingtown,  Pa.  It  was 
ere  tiiat  he  met  Jolmnie  Tanner,  a  tough-as- 
ils  woman  who  would  turn  liis  life — business 
d  personal — around.  Says  longtime  employee 
xi  Thuen; 

"Allen  is  a  brilliant,  brilliant  engineer,  but  he's 
o  the  land  of  guy  who  would  go  through  a  wall 
icn  there's  a  door  nearby.  Johnnie  Breed  is  there 
show  Allen  the  door." 
Born  to  a  blue-collar  family  in  Jacksonville,  Fla.,  Johnnie 
inner  was  the  first  in  her  faniil)'  to  go  to  college,  but  had  to 
op  out  in  1964  after  two  years  because  of  financial 
essures.  "In  my  family  tiiey  didn't  think  it  was  necessan'  for 
girl  to  go  to  college,"  says  Johnnie,  who  is  cool  and 
liberate  with  a  healtiiy  dose  of  southern  charm.  "There 
isn't  much  support  for  me,"  she  adds. 
Stalling  as  a  sw  itchboard  operator  at  Fidelity  Savings  & 
)an  in  Florida,  Johnnie  learned  die  rtidinients  of  computer 
ograniniing,  which  gave  her  a  glimpse  of  die  fliture.  She 
t  the  bank  and  applied  for  a  job  at  nc:r.  She  got  one: 
:rctar)'. 

"They  figured  that  was  the  best  place  for  a  woman," 
hnnie  says.  "But  1  had  zero,  zip,  secretaiial  sldlls."  Indeed, 
hniiie  was  such  a  poor  ts'pist  that  she  paid  someone  to  do 
r  ta  ping.  "1  really  had  to  hax  e  that  job  to  tide  me  over  until 
:)rogramniing  spot  opened  up." 

After  a  stretch,  Johnnie  was  able  to  secure  a  programming 
ot.  Prcjgraniniing  in  those  early  days  wasn't  the  same  as 
day,  however.  She  explains:  "As  a  programmer  I  used  to 
rry  a  kit  that  had  a  soldering  iron  and  things  hkc  that.  It 
isn't  what  people  expected  fi-om  a  woman."  Widiin  a 
'uple  of  yeai's  she  was  her  office's  most  knowledgeable 
ogramnier.  In  1971  NCR  asked  her  to  become  a  manager, 
hnnie  said  no;  she  preferred  programming.  NCR  fired  her. 
rhat  was  probably  die  biggest  faxor  aiivoiie  e\'er  did  for 
e,"  she  says.  "I  learned  the  first  lesson  of  corporate  life:  No 


one  is  indispensable." 

After  a  few  years  drifting  between  jobs,  she  became  a  ti'avel 
coordinator  at  the  Jacksonville,  Fla.  Naval  Air  Station  in 
1974.  She  noticed  diat  die  Air  Force  didn't  have  a  central- 
ized way  to  pay  for  incoming  soldiers'  bus  tickets.  The  Air 
Force  issued  vouchers  diat  the  sen  icemen  cashed  at  local 
businesses.  The  businesses  sent  die  vouchers  back  to  die  Aii- 
Force  for  reimbursement.  Breed  figured  she  could  use 
computers  to  consolidate  ticket  buying  and  billing  and 
present  die  governineiit  with  only  one  bill  per  niondi  for  all 
the  travel  out  of  an  ai^ea,  thereby  eliminating  a  lot  of  messy 
papenvork.  She  was  right.  In  the  eaily  1980's,  when  Ronald 
Reagan  privatized  many  areas  of  government  contracting, 
Johnnie  Tanner  was  granted  her  own  charter.  Her  own 
company.  Ground  Transportation  Services,  was  born. 

Today  Ground  Transportation  has  nine  offices  in  eight 
cities,  specializing  in  buving  ti'aiisportation  tickets  for  ser- 
\  icemen  and  women.  The  company  processes  close  to  1.5 
million  tickets;  Johnnie  says  revenues  are  $20  million  and 
that  her  travel  businesses  earn  her  around 
$800,000  a  year. 

But  staitiiig  her  own  business  was  hard  on 
Johnnie's  liealdi  and  her  marriage.  In  1985  she 
checked  herself  into  die  Pritikin  Longevity  Cen- 
ter, where  one  of  her  fellow  patients,  a  shy  fellow 
wearing  a  bab)' blue  polyester  leisure  suit  and 
thick  eyeglasses,  was  Allen  Breed. 

The  two  entrepreneurs  had  much  in  common. 
Like  Allen,  Johnnie,  then  41,  was  having  marital 
problems,  and  her  blood  pressure  was  racing. 
Anodier,  more  positive  similaiity:  They  both  be- 
lieved in  their  ability  to  overcome  obstacles. 
"Once  he  started  to  talk,"  Johnnie  remembers,  "I 
thought,  'This  has  got  to  be  die  most  optimistic 
person  I've  ever  met.'  " 

Theirs  was  not  a  speedy  courtship,  however.  After  check- 
ing out  of  Pritildn,  Allen  and  Johnnie  went  dieir  sepai'ate 
ways.  But  on  business  nips  a  few  months  later,  the)'  ran  into 
each  other  at  a  car  rental  counter  in  Chicago,  ami  exchanged 
phone  numbers.  They  made  a  date  to  lia\'e  dimier  when  they 
were  both  in  Cliicago  on  business  in  a  few  weeks. 

That  dinner  was  stai'-crossed.  When  Johnnie  ai'rived  at  die 
restaurant,  an  urgent  message  told  her  to  contact  Allen  in  the 
hospital.  He  was  about  to  undergo  triple  bypass  surgery. 

Johnnie  was  the  oiil)'  axailable  person  in  Cliicago  who 
knew  Allen.  The  doctors  asked  her  if  she  would  sign  as  next  of 
kin.  "Prett)'  much  from  diat  point  fbnvard  1  felt  a  responsibil- 
ity' for  his  life,"  Johnnie  says.  "1  mean,  here  we  hadn't  even 
shaken  hands  yet,  so  to  speak,  and  1  get  subjected  to  his  major 
surgeiy." 

It  was  also  that  night  that  JoJuinie  Tanner  first  spoke  to 
Allen's  younger  brodier,  David  Breed,  calling  him  in  New 
Jersey  to  tell  him  what  had  happened. 

David  Breed  was  Allen's  faii'-haired  brodier.  Wliere  Allen 
was  happy  tinkering  with  the  T\'  set  and  getting  talceout  food 
from  Clii-Clii's,  David  Breed  liked  the  high  life — fancy  ski 
trips,  gourmet  cooking.  With  his  M.B.A.  and  master's  degree 
in  engineering  from  Mi  r  aiiei  liis  Ph.D.  in  engineering  from 
Columbia,  David  thought  he  was  liis  olcier  brother's  intellec- 
tual superior.  Wliile  talking  to  Johnnie  Tanner  at  Allen's 
hospital  bedside,  Da\  id  airogantiy  asked  her  if  she  was  his 


Johnnie  Breed, 
vice  chairman,  Breed 
Technologies 
In  1971  NCR 
fired  her.  "That 
was  probably 
the  biggest  favor 
anyone  ever 
did  for  me," 
she  says.  "I 
learned  no  one  is 
indispensable." 
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Breed 


brotlicr's  now  gii'lfricnd. 

Once  liis  health  improved  Allen  Breed  wanted  to  get  back 
to  making  airbag  sensors.  But  Breed  Corp.  needed  working 
capital.  Allen  asked  Johnnie  to  invest  in  and  help  him  run  the 
company.  Soon  after,  he  asked  her  to  marr\'  him.  By  July 
1987,  22  months  after  their  chance  meeting  at  Pritikin, 
Johnnie  had  agreed  to  all  three  proposals. 

Allen  Breed  gave  Johnnie  free  rein  to  examine  the  compa- 
ny and  suggest  any  changes  she  thought  necessan'.'Her  cool, 
anah'tical  mind  quickly  con\'inced  her  that  while  Breed  Corp. 
had  potentially  valuable  patents,  as  a  business  organization  it 
was  a  mess.  For  example.  Breed  was  using  one  company  and 
one  set  of  books  to  do  both  civilian  and  government  ciefensc 
work;  the  same  workers  were  comiiigled  between  militaiy 
and  automotive  jobs,  making  it  hard  to  prove  to  Pentagon 
auditors  exacdy  how  much  work  went  into  producing 
militar^'  and  civilian  products. 
Automakers,  meanwhile,  saw 
Breed  as  a  tiny,  inctiicient  gov- 
ernment contractor  diat 
wouldn't  be  able  to  fill  big  air- 
bag  sensor  orders  if  it  won 
them. 

"We  had  two  stiikcs  against 
us,"  says  Johnnie.  "We  weren't 
from  Detroit,  and  we  were  a 
defense  contractor.  As  far  as 
Detroit  was  concerned,  we 
couldn't  possibly  know  what 
we  were  doing." 

She  wanted  the  company  to 
look  more  like  TRW  or  Motor- 
ola, wliich  haci  separate  auto 
motive  and  defense  divisions. 

To  make  Breed  Corp.  look 
more  like  a  company  Detroit 
could  do  business  with,  Johnnie 
decided  to  separate  die  auto- 
motive business  from  die  de- 
fense business  by  creating  a  new 
company.  Breed  Automotive, 

which  wouki  specialize  in  producing  the  airbag  sensors.  (The 
defense  side  of  the  Lousiness  was  sold  in  1989.) 

After  restructuring  the  company,  Jolinnie  found  she  was 
stepping  on  the  sensitive  toes  of  Breed  Autoniotive's  presi- 
dent, David  Breed.  Da\id  and  Johnnie  clashed  often  and 
unpleasandy.  "Dax  id  Breed  had  set  up  a  plan  for  the  way  the 
company  should  work,  and  it  wasn't  work- 
ing," says  Allen  Breed's  lawyer  Stewart.  "Johmiie  came  in 
anci  started  setting  the  company  straight.  David  grew  ven' 
resentftil.  He  couldn't  believe  tiiat  diis  southern  woman, 
who  had  never  finished  college,  was  telling  liini,  with  his 
umpteen  degrees,  how  tilings  should  be  run."  Beliind  her 
back.  Breed  began  referring  to  his  sister-in-law  as  "tiiis  cow 
Johnnie." 

Once  she  had  spun  oft' die  new  company.  Breed  Automo- 
tive, out  of  the  old  Breed  Coip.,  Johnnie  went  courting  taxor 
witii  Detroit's  carmakers  by  asldng  them  to  suggest  people  to 
help  rtin  die  new  Breed  Automotive.  Allen  and  Jolinnie 
effectivelv  passed  over  Da\'id.  Vincent  Russo,  an  automoti\'e 
veteran  well  lils.ed  at  otiier  car  companies,  was  put  in  charge  of 


Automotive  Technologies  International's  David  Breed 
"I  wanted  my  fair  share.  Allen  and  Johnnie 
contrived  to  cut  me  out." 


turning  Breed  into  a  major  automobile  manufacturer  tl 
could  produce  millions  of  sensors  a  year.  Daxid  becai 
lai'gely  a  figurehead. 

His  reaction  was  fairly  predictable:  He  was  furious.  He  s; 
his  area  of  control  in  the  company  eroding.  He  decided  till 
Johnnie  N\  as  tning  to  take  what  was  righth'  his.  "1  helpi 
found  the  company,"  he  says.  "My  name  is  on  all  the  paten 
I  wanted  my  fair  share.  Allen  and  Johnnie  contrixed 
cut  me  out." 

In  19H7,  knowing  that  AUen  and  Johnnie  were  thinkii 
about  taking  Breed  Automotixe  public,  Daxid  asked 
L^rother  tor  one-third  of  die  stock.  Allen  reftised.  David  h 
the  company  in  1988  and  soon  after  filed  a  breach  of  promi 
laxvsuit  against  his  brother,  Johnnie  and  the  companx'.  But 
1992  a  juiy  decided  that  David  Breed  had  nexer  be( 
promised  any  stock,  nor  was  he  entitled  to  any.  David  Bre 

took  a  cash  settlement  negotki 
ed  before  the  trial  was  conclu 
ed  and  has  since  set  up  his  o\i 
company.  New  Jersey- base 
Automotive  Technologies  1 
ternational,  producing  era 
sensors  based  on  a  difterei 
technology. 

With  Daxid  gone  and  Vin 
Russo  in  charge  of  Breed  Auti 
motix'e's  day-to-day  operation 
the  conipanx'  xx  on  big  contrac 
for  its  airbag  sensors  from  GcJ 
eral  Motors'  Delco  dix  ision  ai 
Ford.  Today  the  company  a 
counts  for  about  60%  of  tl 
U.S.  crash  sensor  market.  Sal 
zoomed  from  $7.7  million 
1988  to  oxer  $150  million  la 
vear,  xx  hen  Breed  earned  $16 
million. 

Last  Nox'enilier  Allen  ai 
Johnnie  Breed  took  the  conip 
ny  public  (and  renamed 
Breed  Technologies)  at  an  ey 
popping  85  times  rex'enues.  Their  63%  of  the  compar 
reached  a  peak  value  of  $415  million  last  December,  but  tl' 
stock  has  since  backed  oft'  and  the  Breed  stake  xx  as  recent 
worth  $250  million,  shy  of  the  $300  million  in  minimum  n« 
worth  required  to  be  listed  among  tiiis  year's  Forbes  Fol 
Hundred. 

Noxv  operating  from  a  488 -acre  headquarters  complex 
Lakeland,  Fla.,  and  with  three  production  plants  in  Mexicc 
the  Breeds  sax'  they're  ready  for  their  next  challenges.  Ani 
challenges  tiiere  xx'ill  be.  For  example,  some  auto  people  an 
highxx  ay  and  safetx'  experts  think  Breed's  electroniechanic; 
sensor  may  be  eclipsed  by  an  all-electronic  sensor.  Johnni 
Breed  says  she  and  her  husband  haxe  a  nexx',  all-electroni 
sensor  readx'  for  production. 

"With  ali  tiie  challenges  xve've  faced,"  she  asks,  "do  yo 
think  xxe're  worried  about  a  littie  competition?"  But  man 
other  companies  are  busilx'  xx  orldng  on  an  electronic  sensoi 
including  David  Breed's  nexv  compaiix'.  You  can  bet  h 
xx'ould  like  to  exact  his  rex'enge  upon  Jiis  brodier  and  h 
sister-in-laxv. 
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OHE  world's  automotive 
INDUSTRY  HAS  MET  THE  CHAL- 
LENGE OF  INTENSE  COMPETITIVE 
PRESSURE  BY  DEVELOPING  NOT  ONLY  BET- 
TER QUALITY  PRODUCTS  AND  SERVICES, 
BUT  ALSO  A  WIDE  ARRAY  OF  PERSONAL  AND 
CORPORATE  LEASING  PROGRAMS.  ThE 


MELDING  OF  INNOVATIVE  LEASING  SERVICES 
WITH  STATE-OF-THE-ART  MANUFACTURING 
TECHNIQUES  HAS  BROUGHT  NEW  ENERGY 
TO  THE  INDUSTRY,  WHICH  OFFERS  INDIVID- 
UAL AND  BUSINESS  CUSTOMERS  THE  BEST 
SET  OF  PRODUCTS  AND  LEASING  PROPOS- 
ALS THE  MARKET  HAS  SEEN  IN  YEARS. 


jvertisement  2 


BY  Rodney  J.  Couts,  Executive  Director, 
National  Vehicle  Leasing  Association 

Automobile  leasing  used  to  be  a  topic 
of  conversation  only  around  the  office. 
Today,  consumer  vehicle  leasing  is  more 
popular  than  ever.  By  conveniently 
accommodating  such  goals  as  economic 


mm  DF  [mm 


On  1986,  consumer  leases  account- 
ed for  12%  of  all  new  car  and  light- 
duty  truck  deliveries.  By  1992,  they 
accounted  for  25%  of  those  deliveries. 
Several  factors  have  influenced  the 
growth  of  leasing,  but  the  catalyst  was 
the  Tax  Reform  Act  of  1986. 

Prior  to  1986,  tw/o  important  itemized 
tax  deductions  were  available  to  own- 
ers of  personal-use  vehicles.  The  first, 
the  allowance  to  deduct  sales  tax  paid 
on  the  vehicle's  purchase  price,  ended 
on  January  1,  1987.  The  second,  for 
consumer  interest,  was  eliminated  in 
1991.  The  Act  removed  tax  advantages 
that  historically  swayed  most  people  to 
purchase  a  car. 


1994  Taurus  SHO, 
Ford  Motor 
Company 


objectives  and  lifestyle  expectations 
vehicle  leasing  has  crossed  traditional 
boundaries,  moving  discussion  from  the 
boardroom  to  the  living  room. 

According  to  a  recent  study  by  CNW 
Marketing/Research,  a  Bandon,  Ore., 
company  that  tracks  leasing  trends, 
leases  accounted  for  one  in  four  new  car 
deliveries  in  1992,  representing  nearly 
1.3  million  vehicles.  The  study  foresees 
leasing  to  account  for  one  in  three  new 
vehicle  deliveries  by  1994,  and  exceed 
50%  of  deliveries  by  the  year  2000. 

CNW's  study  also  revealed  that  63%  of 
the  people  who  leased  a  car  would  prob- 
ably or  definitely  not  have  entered  the 
showroom  had  leasing  not  been  avail- 
able. Clearly,  leasing  is  the  leading  rea- 
son the  automobile  industry  has  seen 
any  sales  increases  during  the  last  few 
model  years. 

Why  is  leasing  so  popular  and  just 
what  is  a  lease?  Let's  take  a  look. 


Escalating  prices  of  new  vehicles  have 
also  contributed  to  the  growth  of  leasing. 
Rising  prices  burden  consumers' 
strained  pocketbooks  because  the  tradi- 
tional 20%  loan  down  payment  requires 
them  to  dig  deep  into  cash  reserves. 
Consumers  are  not  willing  to  part  with 
such  large  sums,  according  to  CNW's 
recent  study,  which  determined  the 
desire  to  retain  cash  was  the  leading  rea- 
son why  consumers  choose  leasing. 

As  there  are  no  longer  tax  advantages 
favoring  a  vehicle's  purchase,  the  deci- 
sion to  lease  is  more  cash-flow  driven 
than  ever  before. 


[[D^ING  mm  BUYING 


Ohe  primary  difference  between 
leasing  and  buying  is  the  vehicle's 
owner.  Someone  leasing  a  vehicle  gen- 
erally returns  it  to  the  lessor  at  the  end 
of  the  lease  term.  In  a  purchase,  the 


buyer  retains  the  vehicle  as  the  owner 
after  full  payment  of  the  purchase  pric 
A  buyer  will  use  a  single,  or  combina 
tion  of  several  methods,  to  acquire  thi 
vehicle:  cash,  a  conventional  loan,  be 
rowing  from  a  home  equity  line  of  crec 
or  entering  into  a  balloon-note  paymer 
arrangement.  Interest  will  increase  th 
total  amount  paid  for  the  vehicle  if  a 
loan  is  used.  | 
The  owner  of  the  vehicle  will  eventut 
need  to  resell  it.  As  a  result,  an  owne 
assumes  the  risk  of  the  vehicle's  disp 
sition  value,  and  the  potential  for  mar 
hours,  not  to  mention  headaches,  dec 
cated  to  the  sale.  At  the  end  of  a  lea 
however,  a  lessee  simply  returns  the 
vehicle  to  a  lessor. 

In  a  resale,  the  owner  is  likely  to  coll 
only  a  fraction  of  the  original  amount 
invested.  This  is  due  to  depreciation, 
loss  In  a  vehicle's  value  due  to  use  o\, 
time.  Leases,  on  the  other  hand,  bas 
payments  only  on  depreciation  expect 
during  the  lease  term,  resulting  in 
lease  payment  lower  in  amount  tl 
the  payment  required  in  a  tradi 
tional  vehicle-purchase  loan. 
The  lease  term  is  similar  to 
renting  a  vehicle,  except  that  a 
lease  term  runs  much  longer  than 
typical  car  rental  period.  The  averag 
lease  extends  for  a  term  of  36  montt" 
and  longer  contracts  can  extend  pay- 
ments to  60  months  and  beyond. 

Whether  you  lease  or  buy,  some 
responsibilities  are  unavoidable.  The 
include  maintaining  adequate  insurar 
coverage,  keeping  the  vehicle  in  prop 
operating  condition,  paying  registratic 
fees  and  buying  fuel. 


FINDING  HlfH^INGCOMPIINY 


On  addition  to  automobile  dea 
ships,  vehicle  lessors  includ' 
•  independent  leasing  companies, 
some  banks  and  a  few  credit  unioi 
Many  independent  leasing  compar 
have  been  in  business  since  Work 
War  II.  Independent  lessors  offer 
wide  array  of  services,  which  inclu 
purchasing  the  vehicle,  arranging  i 
its  financing  and  seeing  to  the  vel" 
cle's  eventual  disposition. 


IN  O  W  THE  NORXHSXAR 
GUIDES  AN 
ENTIRELY  NEW 


The  all-new  DeVille  Concours  Its  interior  accommodates  six  wood.  And  the  Airbank 

by  Cadillac  has  a  V8  Northstar  passengers  in  an  oasis  of  System,  providing  fgKk 

System  that  allows  you  to  comfort  and  serenity.  With  supplemental 

travel  100,000  miles  before  perforated  leather  seating  protection  for  all  three  front 

your  first  scheduled  tune-up.  areas.  Hand-polished  Zebrano  seat  passengers. 


Cadi llac 
DeVille  Concours 

Creating  A  Higher  Standard 


j^3«  Always  wear  safety  bells,  even  with  ait  bags.  ©  1993  GM  Coip.  All  tights  tesetved.  CADILLAC^  NORTHSTAR® 


We  not  only  want  to  be 
the  last  luxury  car  you  ever  buy, 
we  want  to  be  the  first. 


Call  1-800-826-6500  to  Law  more  about  Infiniti  or  to  arrange  a  Guest  Drive'. 

©  1Q03  Infiniti  D  ivision  of  Nissan  Motor  Corporation  U.S.A.  'Leather  optional  on  G20. 


At  Infiniti  we  understand  that  while 
the  climh  to  the  top  of  the  corporate  ladder 
doesn't  happen  overnight,  your  level  of 
taste  is  pretty  much  in  place  from  the 
beginning.  For  this  reason,  we  offer  a 
range  of  luxury  automobiles  to  make  each 
rung  of  the  journey  richly  rewarding. 

From  our  G20  luxury  sports  sedan, 
to  our  inimitably  styled  J30,  to  the  ulti- 
mate luxury  and  control  of  our  Q45J 
weve  ensured  that  every  Infiniti  is  no  less 
than  a  touring  and  drivers  car  of  the 
highest  order. 

Heralded  performance  and  control 
Aesthetic  pleasures  such  as  hand-selected 
leather.^  And  the  first  car  line  in  the  world 
with  dual  air  bags,  seat  belt  pre-tensioners 
ABS  standard  on  everu  model 


irymg  to  dojustice  to  the  concept  of 
Infiniti  in  a  few  paragraphs  isn't  just  diffi- 
cult. Its  futile.  Visit  your  Infiniti  show- 
room for  a  Guest  Drive'.  And  experience 
enough  luxury  to  last  a  lifetime. 

Its  everything  thats  possible". 


INFINITI 


Ivertisement  6 


HND  THE 

:  REJIDyfli-Vllilll 

mi  i 

©lease  contract  is  either  closed-end 
or  open-end.  Both  contracts 
include  an  estinnation  of  the  vehicle's 
end-of-term  value,  known  as  the  residual 
value.  In  an  open-end  lease,  however, 
the  lessee  assumes  greater  responsibili- 
ty for  that  value. 

In  an  open-end  lease,  the  lessee  is  gen- 
erally rewarded  for  assuming  some  resid- 
ual-value risk  in  the  form  of  a  lower 
monthly  payment.  At  the  end  of  the  term. 


1994  Cadillac 
Fleetwood 


ing  the  set  limit  at  the  end  of  the  lease 
term.  It  is  important  to  note  that  vehicle 
owners  incur  the  same  types  of  charges, 
since  an  improperly  maintained  or  high- 
mileage  vehicle  will  resell  for  less. 


flDVIINTHGEHf  [ERRING 


/^%^i.th  the  tax  benefits  of  purchasing 
\^^exhausted,  the  greatest  advantage 
to  leasing  is  that  it  improves  cash  flow. 

Leasing  demands  less  cash  up  front 
than  a  typical  purchase:  Entering  a 
lease  generally  requires  a  cash  payment 
equal  to  one  or  two  monthly  payments,  a 
refundable  security  deposit  and  any 
applicable  origination  fees  not  financed. 

Using  a  $28,000  vehicle  as  an  exam- 
ple, taking  out  a  loan  with  the  traditional 
20%  down  payment  requirement  would 
consume  $5,600  in  cash.  Assuming 
that  a  lease  requires  the  payment  of  an 
amount  equal  to  two  monthly  payments 


tion  budget  should  be  to  get  as  much 
value  as  possible  for  the  amount  avail 
able.  Leasing  makes  perfect  sense  in 
this  regard,  as  the  monthly  payment  cj 
ers  only  the  vehicle's  expected  depreC 
tion  during  the  lease  term.  A  loan  pa> 
ment  is  higher  because  the  calculatioi 
includes  the  vehicle's  entire  value. 
Therefore,  leasing  provides  the  opporlj 
nity  to  lease  a  vehicle  of  greater  value 
than  you  could  afford  through  a  convei 
tional  loan. 

The  ease  of  disposing  of  the  vehiclq 
upon  lease  termination  is  also  an 
advantage.  Most  leases  simply  requi 
the  vehicle  to  be  returned  to  the  less 
who  is  then  responsible  for  the  vehi- 
cle's disposition. 


ElEMENH  DE 
MDNIHiy  iim  PI 


the  lessee  assumes  responsibility  for  any 
differences  between  the  vehicle's  actual 
resale  value  and  its  expected  residual 
value.  Restrictions  in  the  Consumer 
Leasing  Act,  however,  limit  the  amount  of 
any  losses  the  lessee  can  be  charged  to 
a  total  of  three  monthly  payments. 

In  a  closed-end  lease,  commonly 
referred  to  as  a  walk-away  lease,  the 
lessee  simply  returns  the  vehicle  at  the 
end  of  the  lease  term.  Major  differences 
in  the  vehicle's  value  become  the 
responsibility  of  the  lessor. 

Both  leases  require  that  the  vehicle  be 
maintained  in  proper  operating  condi- 
tion. Failure  to  do  so  may  result  in  addi- 
tional charges  by  the  lessor  to  pay  for 
excess  wear  and  tear  damages.  If  the 
lease  includes  mileage  limitations,  the 
lessor  will  charge  for  any  miles  exceed- 


and  a  refundable  security  deposit,  the 
total  cash  required  to  begin  the  lease 
would  be  less  than  $2,000.  That  repre 
sents  an  initial  cash  savings  of  $3,600 

The  ability  to  pay  the  sales  tax  based 
on  the  monthly  pay- 
ment is  another  key 
advantage  of  leas- 
ing. In  a  purchase, 
the  buyer  pays  sales 
tax  on  the  vehicle's 
purchase  price.  This 
creates  a  greater 
demand  for  cash  when 
acquiring  the  vehicle,  fur- 
ther depleting  cash 
reserves.  Paying  the  sales 
tax  over  the  lease  term 
softens  the  cash  drain. 

The  goal  of  a  transporta- 


1994  Cadillac 
5.7-Liter  Gen  ii  V8 
Engine,  Cadiluc 
Motor  Car  Division, 
General  Motors  Corp. 


he  typical  monthly  lease  payme 
consists  of  three  components: 
the  depreciation  charge,  a  lease  chai 
and  sales  tax.  ' 
To  illustrate  the  process  of  calc 
lating  each  componeni 
tbe  lease  payment,  th 
following  assumption 
have  been  made:  Th 
total  capitalized  cost  c 
the  vehicle  is  $22,000.  The 
projected  residual  value  after : 
months  is  $10,560,  or  48%  of  the  ca 
cost.  The  quoted  lease-charge  factor 
3.5.  The  sales  tax  rate  on  the  monti" 
payment  is  6.5%.  i 

Depreciation  is  the  portion  of  the 
monthly  lease  payment  charged  to  pa 
for  the  vehicle's  us 
Monthly  depreci 
tion  is  calculatec 
subtracting  resic 
value  from  capit 
ized  cost  and  div 
ing  the  sum  by  tt 
lease  term.  In  ol 
example,  the  monthly 
depreciation  charge  is  $: 
($22,000  -  $10,560  = 
$11,440  -  36  =  $318). 

The  amount  paid  mont 
to  cover  the  lease  charg 
usually  calculated  by  mu 


TAURUS  PUT  AMERICAS  DRIVERS  FIRST 
AND  THEY  RETURNED  THE  EWOR. 


FORD  TAURUS 

AMERICA'S 
iEST-SELLING  CAR. 

I^It's  a  perfect  relationship. 
Ford  keeps  on  working  to  make 
ure  Taurus  is  sleek,  refined, 
:omfortable  and  safe. 
I  In  return,  drivers  have  made  it 
he  number  one  selling  car  in 
he  country.* 

In  the  1994  Taurus,  you'll  see 
olid  proof  that  Ford  knows  what 
Irivers  look  for. 


It  IS  as  beautiiul  as  ever,  inside 
and  out.  Its  ride  is  smooth  and 
quiet,  its  body  corrosion  resistant. 
And  now,  its  list  of  amenities  is 
even  longer. 
And  because  safety  matters  more 
than  ever, 
dual  air 
bags**  are 
standard  and 
ABS  available  on  every  Taurus. 

And  speaking  of  security. . . 
for  1994  every  Ford  car  comes 
with  our  Roadside  Assistance 
Program***  Help  is  only  a  toll-free 
call  away  should  you  and  your 


tamily  need  a  tire  changed,  lock- 
out assistance  or  a  fuel  delivery. 
It's  just  one  more  example  of  how 
much  we  care. 

*  Based  on  1993  MYTD  manufacturer's  reported  retail 
deliveries. 

■  Driver  and  rigtit  front  passenger  supplemental  restraint 

system  Always  wear  your  safety  belt. 
'  3  years/36,000  miles  See  dealer  for  details 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


THE    1964f   FORD    MUSTANG    WITH    THE    1994    FORD  MUSTANG 


What  it 

rAKES  TO  TURN  AN 

\MERICAN  DREAM 

-REALITY. 

tANY  Americans  have  dreamed  of  owning  a  sports  car,  yet  up  until  1964,  when  the  Aiustang 
as  introduced,  sports  cars  were  out  of  the  reach  of  most  people,  It  took  INGENUITY 

)  make  that  dream  a  reality.  And  over  the  years  ingenuity  and  quality  have  become 
ord  Motor  Company  hallmarks .  Eord  has  always  played  a  LEAD  I N  G  ROLE  in 

merica's  love  ajjair  with  the  car,  developing  model  after  model  oj  Eords,  Lincolns  and 
^ercurys  that  have  not  only  captured  the  hearts  oJ  people  everywhere,   hut  contin- 
illy  reshaped  automotive  thinking .  <^♦^   From  its  beginning ,   in   1903,   right  up  to 
<day,  Eord  Motor  Company  has  found  more  ways  to  say  QJJALITY  than  anyone  else. 

Ford  Ford      Trucks         ^^^^^^^^^^^^^         Lincoln  Mercury* 

JJJ  A  L  I  T  Y    IS    JOB  I, 
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plying  a  lease  or  money  factor  by  the 
combined  total  of  the  vehicle's  residual 
value  and  the  capitalized  cost.  The 
lease  charge  covers  the  lessor's  other 
costs.  To  convert  the  lease  or  money 
factor  into  a  monthly  payment  amount, 
perform  the  following  calculations. 

1.  Convert  the  money  factor  to  a  num- 
ber of  at  least  four  decimal  places. 
Using  this  rule,  the  money  or  lease 
factor  of  3.5  in  this  example  is  con- 
verted to  .0035. 

2.  Calculate  the  monthly  lease  charge 
by  multiplying  the  combined  total  of 
the  residual  value  and  cap  cost  times 
the  money  or  lease  factor.  The 
monthly  lease  charge  in  the  example 
is  computed  as  $114  ($22,000  + 
$10,560  =  $32,560  x  .0035  =  $114). 
The  final  component  of  the  lease  pay- 
ment is  sales  tax.  Using  the  exam- 
ple, tax  on  each  lease  payment  is  $28 
($318  +  $114  =  $432  X  6.5%). 

The  total  amount  of  the  lease  pay- 
ment in  this  example  is  $460  ($318  + 
$114  +  $28). 


[mm  OF  m 


Ohe  Consumer  Leasing  Act,  along 
with  additional  state  laws,  defines 
the  disclosures  required  in  the  lease 
contract.  The  remainder  of  this  article 
will  focus  on  terms  in  the  typical  lease 
contract  that  the  consumer  should 
understand  before  signing. 

The  lease's  capitalized  cost  is  the  base 
amount  used  for  calculating  the  monthly 
lease  payment  for  the  vehicle.  Often 
referred  to  as  the  cap  cost,  it  includes 
the  purchase  price  plus  any  up-front  fees 
financed,  registration  fees  and  lessor 
charges.  Payments  that  reduce  the  capi- 
talized cost,  called  a  cap  cost  reduction, 
can  take  the  form  of  a  cash  down  pay- 


ment or  equity  in  a  vehicle  traded  in  for 
the  new  vehicle.  The  cap  cost  can  be 
calculated  by  adding  the  residual  value  to 
the  total  of  all  the  monthly  depreciation 
charges  during  the  lease  term. 

The  vehicle's  residual  value  is  another 
major  component  of  the  lease  contract. 
It  is  an  estimation  of  how  much  the 
vehicle  will  be  worth  at  the  end  of  the 
lease  term.  Higher  residual  values 
reduce  the  amount  of  depreciation  paid 
during  the  lease  term,  resulting  in  a 
lower  monthly  payment. 

The  lease  term,  described  as  a  number 
of  payments  or  months,  is  a  factor  that 
will  influence  the  monthly  payment 
amount.  Extending  the  lease  term  will 
result  in  a  lower  monthly  payment,  but 
also  subject  the  lease  balance  to  lease 
charges  for  a  longer  period  of  time.  It  is 
best  to  set  the  lease  term  to  match 
expected  driving  habits.  If  you  want  to 


keep  a  vehicle  for  three  years,  set  tl 
lease  term  to  expire  at  36  months. 
Accepting  a  longer-term  lease  for  a  I 
monthly  payment  would  cost  you  mc 
should  you  need  to  terminate  early, 
are  charged  to  terminate  early  becai 
your  use  will  exceed  the  amount  pai 
that  use.  Lease  payments  are  base 
upon  a  fixed  term,  and  any  alteratio 
the  term  results  in  a  change  in  the 
amount  due  under  the  contract. 

Any  mileage  restrictions  in  the  leas< 
require  clear  disclosure.  Some  lease 
longer  set  mileage  limits.  A  study  by 
Marketing/Research  revealed  that  a  : 
nificant  percentage  of  vehicles  return 
the  end  of  the  lease  term  used  less  t 
75%  of  the  mileage  allocation. 

If  the  lease  includes  mileage  limit, 
tions,  be  sure  they  are  realistic  and 
know  your  responsibilities  should  th 
be  exceeded.  Negotiating  a  lease  v 


BY  David  Gould 

C"^^^^^ fter  the  national  highway  system  was  completed  in  the  early  1 
/  many  a  U.S.  conglomerate  purchased  itself  a  string  of  roaring,  cl 
V^.-.^  JL,  painted  18-wheelers.  However,  with  the  advent  of  trucking  der 
tion,  surging  costs,  corporate  downsizing  and  stricter  environmental  laws,  con 
fleet  ownership  and  in-house  management  of  cargo  distribution  became  less  co 
cient  for  many  companies. 

For  heavy-truck  leasing,  which  is  now  a  menu-driven  service  business,  the  r 
conditions  that  redefined  trucking  remain  in  force  and  signify  continued  growth. 

On  a  cost-per-mile  or  cost-per-day  basis,  a  lessor  will  provide  a  base  fleet,  w 
cleans,  services  and  maintains;  extra  trucks  for  peak  business  periods  and  sub 
trucks  in  the  event  of  breakdowns  (at  preferred  rates);  and  drivers,  dispatchin; 
tax  reporting,  permitting,  tire  replacement,  emergency  road  service  and  insu 
Any  cluster  of  these  services  constitutes  an  operating  lease.  Order  the  whole 
and  you  are  into  dedicated  carriage. 

"Leasing  frees  up  capital,"  says  Dick  Mooney.  dealer  leasing  manager  fo 


0  annual  mileage  cap  is  wrong  if 
ow  you  will  be  driving  25,000 
3  year. 

5ding  mileage  restrictions  will  gen- 
esult  in  a  charge  of  12  cents  to  16 
Der  mile  over  the  limit.  The  charge 
)r  the  additional  depreciation  result 
Ti  the  added  mileage.  Being  up- 
bout  mileage  expectations  with  the 
is  the  best  way  to 
;nd-of-term  charges  for 
;  mileage. 

ler  item  to  consider 
3se  is  the  end-of-term 
ise  option  rights.  The 
should  clearly  state 
jrchase  rights,  includ- 
lescription  of  the 

ri  ,.t;i;-,^H  ;^  1994  LINCOLN 

□  to  be  utilized  in 
lining  your  purchase  option, 
you  have  one. 

/s  understand  your  rights  to  termi- 


nate a  lease  early,  including  your  finan- 
cial responsibilities,  should  this  need 
arise.  The  lessee  is  usually  required  to 
return  the  vehicle  to  the  lessor  at  the 
end  of  the  lease,  whenever  it  concludes. 
The  lease  contract  defines  your  financial 
responsibilities  in  the  event  you  need  to 
terminate  early.  Understand  that  you  do 
not  have  the  right  to  dispose  of  or  reas- 
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Mark  vim,  Ford  Motor  Company 

sign  the  vehicle  to  a  third  party  without 
first  obtaining  the  lessor's  permission. 
The  practice  of  subleasing  is  also  illegal 


)perations  in  Dearborn,  Mich.  "A  truck  lease  is  considered  off-balance-sheet 
ig,  so  it  doesn't  factor  into  debt-equity  ratios.  It  also  allows  a  company  to  farm 
people  costs  and  the  administrative  headaches  of  distribution."  Mooney  points 
t  the  Environmental  Protection  Agency  will  no  longer  allow  the  owner  of  a  diesel 
trailer  even  to  wash  the  vehicle  without  proving  that  its  drain  system  for  the 
ater  is  properly  filtered. 

sparing  to  enter  an  operating  lease  agreement,  pay  heed  to  the  fundamental 
)f  strategy.  Richard  B.  Whitney,  a  former  truck-leasing  executive  who  consults  to 
jstry  via  his  Hilton  Head-based  Whitney  Group,  offers  the  following  basic  advice. 

BE  EVERY  [m[  in  IHE  NEfiDIimiDN.  Companies'  trucking  needs  vary,  and 

ces  on  which  the  lessor  may  expect  to  put  a  premium  could  be  of  little  value  to 
the  lessee.  Bring  the  lessor's  representative  in  to  do  the  analysis  and  problem- 
ig,  and  hire  a  competent  consultant  to  help  you  evaluate  services. 

R  ^HHRP  EYE  OUT  EOR  TERMINflllDN  DPIIDN^  HND  E^CHLHIDR).  The  average  operating 

J  runs  four  to  seven  years,  and  all  involve  escalators.  There  is  also  a  strong 
ibility  that  your  shipping  needs  will  change,  and  you  may  need  some  flexibility 
3  lease  agreement. 

:RlfllN  IHE  DRIGINRL  PER-IRUCK  CflPIIHLI/ED  CD5I  15  VRLIi.  says  Whitney:  -Most 
:es  mistakenly  pay  great  attention  to  their  annual  fees  and  little  attention  to  the 
alized  cost  of  each  new  truck  as  stated  in  the  agreement."  Make  sure  the  new 
s  you  sign  up  for  are  accurately  valued  and  subject  to  realistic  depreciation  steps. 

PECIFIC  ON  WHfll  immm  "NORMIlLWEIlRfiND  lEHR."  Today's  trucks  can  run  for 

I  600,000  miles  with  only  routine  maintenance.  If  your  employees  are  doing 
Iriving,  get  them  to  live  by  the  lessor's  operating  standards. 

ling  to  Whitney,  comparative  analysis  of  lease  bids  means  long-term  rewards, 
i  "at  least  90%  of  all  companies  that  switch  over  to  leasing  never  go  back  to 
lip." 

■ver  your  distribution  needs,  heavy-truck  leasing  firms  know  that  their  expertise 
more  than  fix  your  obvious  problems.  It  also  can  create  unexpected  time  and 
iciencies  that  might  even  reduce  next  year's  distribution  budget. 


VflLIE 


in  several  states.  As  the  lessee  bears 
the  ultimate  financial  responsibility  for 
the  lease,  giving  a  vehicle  to  a  subleas- 
ing company  is  risky.  Subleasing  com- 
panies may  take  possession  of  a  vehi- 
cle, never  make  any  payments  and  magi- 
cally proceed  to  lose  the  vehicle  in  the 
process.  Meanwhile,  the  lessee  gets 
stuck  with  the  bill. 

All  lease  contracts  must  describe  what 
conditions  will  cause  additional  charges 
for  excess  wear  and  tear  damage  at  the 
end  of  the  lease  term.  The  lease  con- 
tract should  describe  your  financial 
responsibility  if  wear  and  tear  charges 
apply.  Full  maintenance  leases  include 
the  cost  for  maintenance  services  on  the 
vehicle,  helping  to  ensure  a  well-main- 
tained vehicle. 

Insurance  requirements  are  another 
required  disclosure  in  a  lease.  Leases 
typically  require  greater  insurance  cover- 
age than  for  purchased  vehicles.  This 
requirement  not  only  protects  your  inter- 
est, but  also  that  of  the  lessor.  Failure 
to  maintain  insurance  coverage  on  a 
leased  vehicle  will  usually  result  in 
immediate  repossession  by  the  lessor. 

A  final  item  to  review  in  the  lease  con- 
tract is  the  amount  of  any  disposition 
fee  imposed  at  the  end  of  the  lease 
term.  Be  sure  to  understand  clearly 
before  signing  a  lease  if  such  charges 
apply.  The  security  deposit  will  contain 
deductions  for  applicable  disposition 
fees  upon  lease  termination. 


Of  you  intend  to  lease  a  vehicle,  it 
is  important  to  shop  around  for 
the  best  possible  lease  deal.  You 
should  compare  a  lease  on  more  than 
just  price,  taking  into  consideration  the 
value  of  other  services  available.  If 
going  to  a  dealership  first,  negotiate  with 
the  salesperson  as  if  you  plan  to  buy  the 


Now  Lease  Any  New  Lincoln 
IbrThe  Same  Low  Price. 

Lincoln's  two-year  luxury  lease  makes  driving  a  luxury 
car  surprisingly  affordable.  And  current  Lincoln, 
Mercury  and  Merkur  owners  can  save  even  more 
through  Lincoln-Mercury's  Owner  Loyalty  Program. 
Each  owner  is  eligible  for  a  $i,ooo  discount  on  the  lease 
or  purchase  of  a  new  1994  Lincoln  automobile.'  For 
more  information  on  Lincoln  automobiles  and  leasing, 
call  I  800  255-5433. 


$49 


Town  Car 

Remarkably  quiet  ride  •  4.6- 
liter  V-8  engine  •  Dual  air      PER  MONTH,  24  Iv 

,        ..      r  •  1         1  •  Refundable  security  depi 

bags    •  Sequential  multi-port    Down  payment  

First  month's  payment... 
electronic  fuel  injection  Cash  due  at  lease  incept) 

•  Four-wheel  disc  anti-lock  brakes  •  Four-whee 
independent  suspension  with  rear  air  springs 
power  driver  and  passenger  seats  •  Remote  illu 
keyless  entry  system  •  CFC-free  electronic  autc 
climate  control 

•$I,000  cash  back  to  owners  of  a  Lincoln-Mercury  produc 
prior  to  9/9/93  who  take  new  retail  delivery  of  a  '93  or  ' 
from  dealer  stock  by  12/2/93.  See  dealer  for  details.  "Dr 
front  passenger  Supplemental  Restraint  System.  Always 
safety  belt.  'Lease  payment  based  on  average  capitalized 
89.28%  MSRP  for  Mark  VIII,  89.24%  MSRP  for  Continental  and  90.0%  N 
Town  Car  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases.  Si 


itmental  $/|QQ 

r  V-6  engine  •  Dual  ^^"h^ 

s"»  Sequential  multi-  PER  MONTH,  24  MONTHS' 

r     1  ■    •  Refundable  security  deposit  '500 

ectronic  fuel  injec-  p,y^,„t  >uoo 

First  month's  payment  '499 

Computer-controlled    Cash  due  at  lease  inception....' 2,199" 

'e  air  suspension  with  load-leveling  and  dual 

ig  ride  control  •  Four-wheel  disc  anti-lock  brakes 

/ay  power  driver's  seat  •  CFC-free  electronic 

tic  climate  control  •  Speed-sensitive,  variable- 

Dwer  rack-and-pinion  steering 

me  lower.  See  dealer  for  payment  and  terms.  For  special  lease  terms, 
'etail  delivery  from  dealer  stock  by  1/10/94.  Lessee  may  have  option  to 

e  at  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee 
ible  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles.  Credit 
nsurability  determined  by  Ford  Credit.  Total  of  monthly  payments  for 

is  $11,976,  for  Continental  $11,976  and  for  Town  Car  $11,976. 
ax,  title  and  other  fees. 


Mark™  SAQQ 

4.6-liter  32-valve  V-8  engine  ^^"W^ 

•  Sequential  multi-port  PER  MONTH,  24  MONTHS' 

1  .     f     •  .    .       .  Refundable  security  deposit  '500 

electronic  fuel  injection  p,y„,„,  

First  month's  payment  .'499 

•  Electronic  four-speed  auto-     Cash  due  at  lease  inception....'2.999  ' 

matic  overdrive  transmission  •  Four-wheel  disc  anti- 
lock  brakes  •  Dual  air  bags"  •  Dual  Autoglide  front 
seats  •  Six-way  power  driver  and  passenger  seats  with 
power  recliner  and  lumbar  support  •  Anti-theft  alarm 

•  CFC-free  electronic  automatic  climate  control 


LINCOLN 

What   A    Luxury   Car    Should  Be 
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vehir'     After  you  know  the  payment  for 
a  p    tase,  ask  what  the  payments  are 
tn  :ease.  With  this  payment  amount  in 
hand,  you  can  begin  to  shop  around. 

Shop  around  for  a  lease  just  as  you 
would  when  buying  a  vehicle.  After 
securing  an  initial  lease  payment  quota- 
tion, time  should  be  taken  to  call  or  visit 
other  leasing  companies  or 
dealerships  for  a  /^^fl 


BY  David  P.  Lefever,  Executive  Director, 
National  Association  of  Fleet  Administrators 


A  growing  number  of  corporations  — 
and  even  some  government  agencies  — 
are  turning  to  leasing  to  fund  their  fleet 
vehicles,  according  to  the  National 
Association  of  Fleet  Administrators 
(NAFA).  This  year,  an  estimated  75%  of 
NAFA's  corporate  members  and  73%  of 


Infiniti  J30 


costly  on  a  unit-by-unit  basis,"  she 
says,  "the  approach  will  still  be  less 
expensive  than  issuing  additional  equi 
or  debt  and  often  will  reduce  overall 
cost."  Tax  considerations,  both  at  the( 
national  level  and  in  various  states, 
should  also  enter  the  equation. 

Whether  vehicles  are  leased  or  owne 
fleets  already  receive  price  incentives 
and  other  special  programs  of  guaran 
tees  or  services  from  most  vehicle  mai 


comparative  quota- 
tion on  the  vehi-  ^ 
cle  using  the 
same  specifica- 
tions used  to  figure 
the  initial  quotation.  Once 
you  have  three  or  four  different 
quotations,  select  the  lease  that  best 
meets  your  transportation  goals. 


©s  with  any  other  financial  decision, 
leasing  does  not  fit  the  needs  of 
everyone.  If  the  feeling  of  ownership  is 
important  to  you,  then  leasing  may  be 
out  of  the  question.  If  you  are  hesitant 
or  don't  understand  the  lease  contract, 
you  may  want  to  consult  with  your  finan- 
cial adviser. 

In  a  bottom-line  comparison  of  leasing 
versus  buying,  most  situations  will  prove 
that  leasing  is  the  easiest  way  to  enter 
into  a  new  vehicle.  Indications  are  that 
this  will  hold  true  well  into  the  future. 


the  100  largest  fleets  lease  their  vehi- 
cles, continuing  the  growth  seen  in 
recent  years. 

"There  are  a  number  of  reasons  why 
leasing  is  advantageous  for  many  cor- 
porate fleets,"  says  Patsy  Brownson, 
NAFA  president  and  fleet  manager  of 
Cox  Enterprises  in  Atlanta,  Ga.  "The 
primary  reasons  are  cost  efficiencies 
and  to  free  capital,  allowing  the  compa- 
ny to  use  its  resources  for  other 
needs."  Brownson  notes  that  leasing 
removes  some  registration,  tax  and  title 
administration  from  the  fleet  and  can 
reduce  record  keeping,  accounts 
payable  and  accounting  functions. 
"Even  if  leasing  may  be  slightly  more 


C^ZJ£:ZJ  Gapiiaf  Gorporalion  is  the  largest  pub- 
licly held  equipment  leasing  and  finance  company  in  the  United  States.  The 
company  provides  equipment  leasing  and  financing  services  for  both  AT&T 
and  non-AT&T  equipment,  including  telecommunications  equipment,  general 
purpose  and  data  equipment  and  vehicles. 

Its  Automotive  Services  division,  with  more  than  45,000  vehicles  leased, 
provides  retail  and  fleet  vehicle  leasing  programs  for  the  consumer;  manage- 
ment, tracking  and  maintenance  of  corporate  fleets;  support  and  maintenance 
for  corporate  employee  programs  and  various  private-label  leasing  programs. 


ufacturers.  These  advantages,  which 
are  not  available  to  individual  pur- 
chasers, recognize  the  value  of  high-vc 
ume  fleet  orders.  However,  by  aggregi 
ing  vehicle  orders  from  a  number  of 
fleets,  a  leasing  company  may  be  able! 
to  improve  upon  the  usual  discounts 
and  may  pass  on  additional  savings  tc 
the  fleet  operator. 

Several  very  large  national  leasing 
companies  and  a  number  of  active 
regional  lessors  aggressively  pursue  tj 
biggest  fleets.  Because  the  market  isi 
so  competitive,  many  fleet  managers 
report  that  successful  negotiations  caj 
assure  advantageous  pricing.  For  smj 
er,  local  fleets  that  may  not  require 
national  services,  local  lessors  are 
often  prepared  to  negotiate  and  can  pi 
vide  convenient,  nearby  assistance. 

Fleet  leasing  can  offer  much  more  fl< 
ibility  than  typical  individual  leases. 
Corporate  fleet  leasing  plans  are  often 
tailored  to  meet  a  wide  variety  of  busi-| 
ness  circumstances.  Creative  financiil 
plans  can  be  customized  to  utilize  thei 
financial  strength  of  the  fleet  operator| 
or  to  ease  the  immediate  impact  of 
asset  acquisition. 


i 


'you  can  set  up 
the  lease  for  the 
model!  want, 
and  in  the  color  ] 
I  want  right  now. 

over  the  phone .. : 

and  my  monthly 
payments  wilt 
only  he  how 
much?"  i 


For  more 
information  call 
1  800-CAR.LEAS(E) 


AT&T 

Capital  Corporation 


A  phone  call  to  AT&T  Automotive  Services  allows  you 
to  capitalize  on  the  financial  benefits  of  leasing  a  vehicle 
quickly  and  conveniently.  Leasing  has  become  more 
affordable  than  other  financial  alternatives  and  with  our 
attractive  lease  rates  and  flexible  terms,  the  advantages 
are  only  a  phone  call  away. 

Our  leasing  programs  are  customized  for  each  individ- 
ual client.  Your  choice  of  virtually  any  model,  color  and 
available  option  package  sold  in  America  is  just  part  of 
the  personal  attention  you  receive  from  our  expert  lease 
consultants.  They  can  also  help  evaluate  your  financial 
options  and  provide  monthly  payment  information. 

Most  importantly,  everything  can  be  arranged  quickly 
over  the  phone.  No  hard  sell.  No  hassles.  You  pick  the 
vehicle,  and  call  us.  It's  that  simple. 

We'll  locate  the  car,  van  or  light  truck  of  your  choice 
from  local  dealers.  If  desired,  we  can  factory-order  any 
domestic  passenger  vehicle.  Finally,  we  also  offer  leasing 
on  used  vehicles  up  to  tliree  years  old. 

We  have  a  proud,  proven  histoiy  in  leasing  to  thou- 
sands of  customers  across  the  countiy.  We  also  offer  the 
financial  support  of  one  of  the  largest  equipment 
leasing  and  finance  companies  in  the  worid,  AT&T 
Capital  Corporation.  A  reassuring  thought  when  it's  time 
to  call. 


iddition  to  strictly  financial  con- 
lerations,  many  corporate  fleet 
's  are  turning  to  leasing  compa- 
assistance  in  managing  informa- 
lired  for  vehicle  ordering, 
selection  is  already  complex, 
r,  NAFA  members  selected  near- 
Ferent  models  of  light-duty  vehi- 
h  hundreds  of  options  and 
nt  packages.  Major  lessors  pro- 
ailed  information  on  upcoming 
nodels  and  prices,  as  well  as 
ns  of  operating  expenses  and 
formation,  in  bool<let  and  com- 
mats.  As  a  corollary  to  vehicle 
,  some  lessors  even  process 
)r  cellular  telephones.  This  sin- 
;e  approach  to  information  can 
5t  managers  time, 
large  fleets  now  purchase  some 
rative  support  from  lessors  or 
rvice  companies,"  says 
n.  "When  a  corporation  man- 
ductions  of  in-house  staff,  for 
,  the  fleet  manager  may  recom- 
itsourcing  a  variety  of  procedural 
ird-keeping  services."  Ideally  a 
to  outsource  some  fleet  admin- 
should  focus  on  prospects  of 
anteed  cost  savings,  additional 
3  or  greater  efficiency, 
t  of  available  help  is  extensive, 
.t  popular  assistance  includes 
)rdering,  delivery  to  individual  dri- 
ttered  across  the  nation,  title 
stration,  used-vehicle  marketing, 
Tient  of  various  vehicle  expense 
jintenance  verification  and  con- 
jrance  subrogation  and  accident 
Other  programs  may  include 
lit  cards,  monitoring  the  status 
s'  licenses  and  traffic  violations, 
nent  of  payment  of  various 
<es  and  safety  training, 
et  manager  plays  a  crucial  role 
anagement  of  outsourced  ser- 
ver a  supplier  is  chosen,  perfor- 
s  evaluated  regularly  in  accor- 
ith  pre-established  standards. 
)f  service  —  not  just  price  —  is 
ority  because  fleet  vehicles  are 
ore  than  just  an  asset.  They  are 
i\  to  the  ability  of  sales  and  ser- 


vice personnel  to  perform  their  responsi- 
bilities, and  are  critical  to  delivery  and 
distribution  services. 

"Our  biggest  challenges  today  are 
quality  control  and  cost  efficiencies," 
says  Gordon  B.  West,  corporate  fleet 
manager  at  Pfizer.  "We  must  assure 
that  we  select,  deliver  and  maintain  the 
very  best  vehicles  which  meet  our 
unique  transportation  needs.  Bench- 
marking, comparisons  with  other  fleets 
and  continual  improvement  are  vital 
responsibilities." 

As  many  corporations  downsize  their 
work  forces,  fleet  managers  must  ana- 
lyze each  service  they  provide  to  deter- 
mine if  improvements  or  other  options 
could  benefit  efficiency  and/or  costs. 
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Ohe  challenge  of  selecting  and 
ordering  the  correct  vehicle  will 
get  even  more  complex  over  the  next 
few  years,  as  federal  and  state  laws 
compel  some  fleets  to  acquire  vehicles 
that  run  on  so-called  "alternative 
fuels."  Under  the  U.S.  Clean  Air  Act 
and  National  Energy  Policy  Act,  nation- 
al policy  now  encourages  the  switch 
from  gasoline  and  diesel 
fuels  to  reformulated 
gasoline,  methanol, 
ethanol,  compressed  nat- 
ural gas,  propane  and 
electricity.  Keeping  track 
of  model  availability,  pric- 
ing, reliability,  fuel  costs 
and  fuel  supply  locations 
will  create  new  adminis- 
trative obligations. 

For  the  next  few  years, 
federal  mandates  for 
switching  to  alternative 
fuels  will  affect  primarily  state  and  fed- 
eral governments,  fuel  providers  and 
fleets  that  can  provide  central  fueling. 
However,  new  fuels  are  being  promoted 
by  lawmakers  and  regulators  on  all  lev- 
els and  many  large  fleets  are  already 
voluntarily  testing  alternatives  to  gaso- 
line and  diesel.  Although  most  sales 
and  service  personnel  who  park  employ- 
er-provided cars  at  home  are  not  likely 


Advertisement  17 


to  use  alternative-fueled  cars  until  the 
year  2000,  other  types  of  corporate 
vehicles  may  make  the  change  before 
the  end  of  this  decade. 


©s  vehicle  prices  and  fuel  taxes 
rise,  fleets  continue  to  develop 
creative  approaches  to  ensure  that  ben- 
efits exceed  costs.  Selection  of  vehicles 
with  high  resale  value  and  low  mainte- 
nance costs,  purchase  of  options  or 
vehicles  with  accident-  and  injury-reduc- 
ing equipment,  utilization  of  the  best 
financing  options,  tough  negotiations  on 
price  and  quality  and  assignment  of 
tasks  to  the  most  efficient  and  reliable 
source  are  essential  keys  to  profession- 
al fleet  management. 

"Transportation  of  employees  and 
products  remains  essential  to  meeting 
the  missions  of  corporations  and  govern- 


1994  Cutlass  Supreme  Special  Edition 


ments,"  NAFA's  Brownson  notes.  "The 
fleet  management  profession  is  working 
with  vehicle  manufacturers,  the  leasing 
industry  and  other  service  providers  to 
assure  that  this  critical  service  is  provid- 
ed at  the  highest  level  of  quality  and 
greatest  cost  efficiency." 

Design:  Leslie  Singer  Design,  NYC 


Unless  you're  big 
on  Astrology  there'^ 

a  better  car  for 
your  company's 

future  than  Taurus. 

'16,995:  If  you  're  searching  for  the  perfect  car  for  your  business,  consider  the  Cutlass  Supreme'  Special  Edition.  It  comes  m 
standard  features  like  an  air  bag,  anti-lock  brakes,  cruise,  power  windoivs  and  locks,  air  conditioning,  PASS-Key'  anti-theft  sysh 
24-hour  roadside  assistance,  a  3.1- liter  V6.  plus  more-and  all  for  $16,995.  Which  makes  Cutlass  Supreme  the  sign  of  the  times  to  ar 

For  more  infonnation.  call 1-800- 442-OLDS.  Demand  Better.  Cutlass  Supreme  By  Oldsmobile.! 

Buckle  Up,  America  I  ©1993  GM  Corp  All  rights  reserved  Remember,  always  wear  safety  belts,  even  with  an  air  bag  "  MSRP  including  destination  charge  Tax  and  license  extra 


rhe  cost  of  high  living  went  up  this  past  year— but  that  was  before 
Congress  decided  to  soak  the  affluent  with  higher  taxes. 

Reveirsal  of  fortunates 


ly  James  M.  Clash 


NFLATION  MAY  BE  way  down  for  most  people,  but  the 
ligh-livers  are  starting  to  feel  its  pinch  again.  In  a  reversal 
i^om  the  last  two  years,  The  Forbes  Four  Hundred  1993 
ost  of  living  extremely  well  index  (Clewi)  is  running 
.head  of  the  Consumer  Price  Index  (CPi)  again.  Clewi, 
vhich  measures  dollar  price  increases  in  luxur}'  goods  and 
er\'ices,  increased  3.8%  over  the  past  year  (and  would  be 
ip  4.7%  but  for  the  strengthening  dollar),  versus  2.8%  for 
he  CPI  (seep.  108). 

Susan  Sterne,  chief  econ- 
)mist  at  Stowe,  Vt. -based 
konomic  Analysis  Asso- 
iates.  Inc.,  isn't  surprised. 
'Usually  upper-income 
;roups  lead  the  country  out 
f(  a  recession,"  she  says, 
'and  increased  demand  is 
xpected." 

So  what's  up.>  There's 
:aviar.  A  1-kilo  tin  of  belu- 
ga malossol,  down  last  year, 
s  back  to  $1,408,  +28%. 
Vhat  about  all  those  adver- 
ised  bargains  for  beluga? 
\iul     McBride,  general 


Hello,  big  spenders,  welcome  back 


Percentage  change  from  previous  year 
20% 


manager  of  the  Los  Angeles-based  firm  that  supplies  the 
Beverly  Wilshire  Hotel  and  Spago  Restaurant,  says: 
"Much  of  it  is  bogus  beluga,  mislabeled  and  not  properly 
refrigerated."  People  who  know  the  difference  hold  out 
for  the  good  stuff  and  pay  the  price,  he  says. 

Visiting  New  York.>  A  two- bedroom  suite  facing  Central 
Park  at  New  York's  Stanhope  is  now  $750  a  night,  up  1 5%. 
"We  did  a  siirv'C)'  of  hotels  on  the  Upper  East  Side  and 

found  we  were  on  the  low 
end  of  the  scale,"  says  Eric 
Falborn,  sales  manager  for 
the  148 -room  luxury  hotel. 

Of  the  42  luxury  prod- 
ucts and  ser\'ices  tracked  for 
Clewi,  13  are  flat  and  5 
down.  The  cost  of  flowers 
at  Manhattan's  Christatos 
&  Koster,  for  example,  has 
remained  constant.  A  Ger- 
man-made LGB  model  train 
set  still  costs  $550,  same  as 
last  year. 

If  you're  looking  for  a 
bargain,  a  pair  of  English- 
made  John  Lobb  black  calf 
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Among  the  many  factors  that  have  con- 
tributed to  the  unparalleled  business 
growth  experienced  by  the  Greater 
Phoenix  region  are  the  principal  resources  of 
work  force,  infrastmcture,  and  accessibility. 

Greater  Phoenix  has  a  young,  well-educated, 
skilled  and  available  labor  force  that  currently 
exceeds  one  million.  The  median  age  is  32,  with 
81.5  percent  high  school  graduates,  and  22.1 
percent  holding  a  bachelor's  degree  or  higher — 
products  of  Arizona  State  University  and  the 
countr>''s  second-largest  community  coUege 
system.  Moreover,  Arizona  is  a  constitutionally 
mandated  right-to-work  state  with  only  3.7  per- 
cent of  the  manufacturing  work  force  unionized. 
For  the  second  consecutive  year,  US.  News  and 
World  Report  names 
ASU's  CoUege  of 
Engineering  one  of  the 
top  five  up-and-coming 
engineering  programs  in 
the  United  States.  Seven 
Centers  for  Engineering 
Excellence  are  distin- 
guished at  ASU: 
Computer  Integrated  Manufacturing  Systems, 
Solid  State  Electronics,  Telecommunications, 
Advanced  Transportation  Systems,  Energy 
Research,  Computer  Science  and  Aerospace. 

Motorola,  Honeywell,  Intel,  McDonnell 
Douglas  Helicopter,  Orbital  Sciences  and  Allied 
Signal  Aerospace  aie  representative  of  the  many 
high-tech  companies  in  Greater  Phoenix.  More 
than  55  percent  of  all  manufacturing  workers  are 


IRIDIUM  Network 
Motorola  Inc. 


Intel  Corporation- 
Chandler,  Arizona 


employed  in  high-tech  firms  compared  to  19 
percent  nationally,  with  Motorola  being  the 
largest,  employing  in  excess  of  20,000.  High-tech 
accounts  for  30  percent  of  Arizona's  Gross  State 
Product. 

The  hardware  com- 
ponents for  IRIDIUM 
are  integrated  at 
Motorola's  Satellite 
Communications  fecil- 
ity  in  Greater  Phoenix. 
This  satellite-based, 
wireless  personal  com- 
munications network 

will  revolutionize  worldwide  communications 
in  the  commercial,  rural  and  mobile  sectors  by 
providing  portable,  universal  service. 

Intel  Corporation's  Greater  Phoenix  site  was 
opened  in  1980,  and  today  emplo5's  8,400  in  its 
Embedded  Contiol  and  Memory  Group.  This 
location  also  houses  the  Video  Components 
Division,  1960  Processor  Division,  Intel 
Connectivity  Division,  and  the  North  American 
Distribution  Center. 

Phoenix  Sky  Harbor  Intemational  Airport,  the 
nation's  seventh  busiest  airport,  is  served  by  over 
15  major  airlines  and  has  nonstop  flights  to  near- 
ly every  major  U.S.  city  and  Mexico  City,  with 
almost  no  weather-related  intermptions.  Over  50 
air  cargo  firms  serve  Greater  Phoenix. 

Decade  after  decade.  Greater  Phoenix  has 
experienced  stionger  and  more  consistent  eco- 
nomic growth  than  any  other  mettopolitan  area 
in  the  country. 


For  Higher  Profits, 
>END  Your  Business  Our  Way. 

Operating  costs  in  Greater  Phoenix  and  throughout  Arizona  are  nearly  25  percent  lower  on  average 
than  Southern  California  and  other  major  U.S.  metropolitan  markets.  That  kind  of  economic  advantage 
has  more  and  more  businesses  moving  in  our  direction. 

They're  finding  a  favorable  tax  environment,  with  no  unitary  tax,  no  inventory  tax,  no  franchise  tax, 
no  municipal  income  tax,  and  no  sales  tax  on  direct  sales  to  state  or  federal  government. 

They're  also  finding  a  mutually  supportive  working  relationship  between  Arizona  government  and 
.  business,  which  has  fostered  a  highly  favorable  regulatory  environment  for  new  and  existing  industry. 

Favorable  tax  and  regulatory  environments  are  among  the  many  factors  that  have  contributed  to  the 
unparalleled  growth  of  Arizona  and  Greater  Phoenix  decade  after 
decade.  To  keep  your  profits  moving  up,  move  your  business  in  our 
direction.  For  more  information,  call  the  Greater  Phoenix 

Economic  Council  at  1-800-  421-GPEC.  We'U  point  your  business  in  the  right  direction. 


Greater  Phoenix 


ECONOMIC  COUNCIL 


▲ 


Co-sponsored  by  the  Arizona  Department  of  Commerce 
Phoenix  .  Mesa    Glendale    Tempe    Scottsdale    Chandler  :.  Peoria  i  Gilbert 
Fountain  Hills  t  Surprise  >  Goodyear  .  Buckeye    Litchfield  Park  .  Maricopa  County  Government 


The  cost  of  living  well 

wing  tips  go  for  $1,712  in  London  this  year — down  7% — 
and  there's  a  $370  discount  on  a  second  pair. 

Racehorses?  The  average  price  at  Keeneland  for  a 
Thoroughbred  yearling  is  $236,124,  down  9%  versus 
1992  on  top  of  a  19%  drop  from  1991.  "Less  money  from 
the  Middle  East,"  sighs  Dale  Brichta,  a  trade  publication 


spokesperson.  "And  fewer  tax  loopholes,  too." 

Speaking  of  taxes,  these  prices  and  the  weakly  recover 
ing  demand  presumably  behind  them  are  pre-passage  o 
Clinton's  tax-the-rich  bill.  If  these  sharp  tax  increase; 
crimp  luxuiy  demand,  Clewi  could  take  a  hit  next  year.  It'' 
an  ill  wind.  ■ 


Forbes  cost  of  living  extremely  well  index 


 Price 

%  change 

1976 

1993 

1992-93 

Apparel 

Coat/natural  Russian  sable 

;40,ooo 

$200,000 

none 

by  Maximillian  Fur  Co.,  N.Y. 

Silk  Dress/Bill  Blass  Ltd.,  classic 

1,767* 

2,790 

none 

Loafers/Gucci 

89 

275 

-7% 

Shirts/1  dozen  cotton,  bespoke. 

448 

l,608t 

-12 

Turnbull  &  Asser,  London 

Shoes/men's  black  calf  wing  tip, 

202 

l,712t 

-7 

custom-made,  John  Lobb,  London 

Educational  expenses 

School/preparatory,  Groton,  1-year  tuition, 

4,200 

21,000 

-^3 

room,  board 

University/Harvard,  l-year  tuition,  room. 

5,900 

25,480 

-^6 

board,  insurance 

Entertainment 

Catered  dinner/for  40,  by  Ridgewells, 

2,200 

3,377 

+3 

Washington,  O.C. 

Opera/2  season  tickets.  Metropolitan  Opera, 

480 

2,610 

+7 

Saturday  night,  box 

Food  at  home 

Caviar/beluga  malossol,  1-kilo  tin, 

283 

1,408 

+28 

from  Caviar  &  Fine  Foods,  LA. 

Champagne/Dom  Pengnon,  case, 

300 

920 

+7 

Sherry-Lehmann,  N.Y. 

Filet  mignon/7  pounds,  Lobel's,  N.Y. 

50 

125 

none 

Food  away  from  home  , 

Dinner  at  La  Tour  d'Argent/Paris,  estimated 

34 

199t 

-1-2 

per  person  (including  wine  and  tip) 

Home  furnishings 

Piano/Steinway  &  Sons,  concert  grand. 

13,500 

62,300 

+4 

Model  D,  ebonized 

Flowers  in  season/arrangements  for 

1,400 

5,577 

none 

6  rooms,  changed  weekly 

by  Christatos  &  Koster,  N.Y.,  per  month 

Sheets/set  of  embroidered  silk,  by  Pratesi, 

1,218 

5,090 

none 

queen  size 

Silverware/Kirk  Steiff  Co., 

1,341 

3,142 

-^5 

Colonial  Williamsburg  Shell  pattern, 

4-piece  place  setting  for  12 

Lodging  while  out  of  town 

Hotel/2-bedroom  suite,  park  view. 

333 

750 

+15 

The  Stanhope,  N.Y. 

Medical  care 

Face-lift/American  Academy  of  Facial 

4,000 

8,500 

none 

Plastic  &  Reconstructive  Surgery 

Hospital/VIP,  Washington  Hospital  Center, 

325 

820 

+7 

Washington,  D.C.,  1  day,  concierge. 

security,  gourmet  meals 

Psychiatrist/Upper  East  Side,  N.Y., 

40 

175 

+17 

45  minutes,  standard  fee 

 Price  

%  change 

1976 

1993 

1992-93 

Personal  services  J| 

Lawyer/established  mid-Atlantic  firm, 

$80 

$375 

+25% 

partner,  estate  planning. 

average  hourly  fee 

Spa/The  Golden  Door,  California, 

1,250 

3,950 

none  ' 

basic  weekly  unit 

Toilet  goods  and  personal  care  appliances  | 

Perfume/1  oz.  Joy  by  Jean  Patou 

100 

330 

+10 

Sauna/by  U.S.  Sauna  &  Steam  Co., 

5,000 

9,970 

+2 

8x10x7  feet,  8-person,  cedar 

Sporting  goods 

Motor  yacht/Hatteras  60  (current  model) 

231,097 

1,433,700 

+11 

Sailing yacht/Nautor's  Swan  (current  model) 

384,300 

1,850,000 

+10 

Shotguns/pair  of  James  Purdy  &  Sons, 

20,000 

81,868t 

-4 

at  Griffin  &  Howe,  N.Y, 

Thoroughbred/yearling,  average  price 

67,300 

236,124 

-9 

at  Keeneland  select  sales 

Sports  facilities  1 

Swimming  pool/Olympic  (50  meters) 

192,308* 

525,000 

none 

Olympic  Swimming  Pool  Co.,  Forestville,  Md. 

Tennis  court/clay 

25,000 

45,000 

none 

Putnam  Contracting,  Inc.,  Plainville,  Conn. 

Toys  and  hobbies 

Train  set/G  gauge,  by  LGB,  at  Macy's,  N.Y. 

178 

550 

none 

Transportation,  private 

Airplane/Learjet  35A,  standard 

1,800,000 

4,940,000 

+3 

equipment,  certified.  10  passengers 

Helicopter/Sikorsky  S-76B,  full  executive 

1,300,000 

7,000,000 

+8 

options  (introduced  1978) 

Automobile/Rolls-Royce  Silver  Spirit  II 

38,000 

173,700 

+10 

(formerly  Silver  Shadow) 

Transportation,  public 

Airline  ticket/British  Airways  Concorde, 

1,512 

8,334 

none 

round-trip  N.Y.-London 

Utilities  and  public  services 

Telephone  call/10  minutes,  AT&T, 

12 

10.08 

+2  1 

N.Y.-London 

Other  goods  and  services 

Cigars/Aniversario  No.  1,  Dominican 

127* 

523 

+6 

Republic,  25  cigars,  Davidotf  (N.Y.) 

Magazine/Forbes,  1-year  subscription 

15 

54 

+4 

Duffel  bag/Louis  Vuitton, 

391* 

675 

none 

Keepall  Bandouliere,  55  centimeters 

Watch/Patek  Philippe  classic  man's  gold. 

2,450 

9,600 

none 

leather  strap 

Purse/Hermes,"Keliy  Bag,"  calf,  rigid. 

550 

3,695 

+5 

28  centimeters 

'Owing  to  new  products  and/or  suppliers,  1976  prices  were  estimated  based  on  similar 
product  price  increases,   tBased  on  July  15,  1993  exchange  rates. 
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ranee  has  never  been 
so  close  to  home. 


^J^rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours,  fust  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 


Hotel  Sofitel 


CHICAGO 


HOUSTON 


LOS  ANGELES 


MINNEAPOLIS 


North  America 

san  francisco  bay    •    washington  d  c. 


f  HE  f  DRBES  FOUR  HUNDRED 


Ther e^s  no 
business 
like  show 
business 


Edited  by  Harold  Seneker 

with  Dolores  Lataniotis 

Reported  by  Riva  Atlas,  Vicki  Contavespi, 
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While  it  pains  many  people  to  accept  the  fact,  the  U.S.  is 
now  a  postindustrial  society.  Meaning  that  smokestacks 
are  no  longer  the  foundation  of  our  wealth.  In  a  postindus- 
trial societ)'  most  people  no  longer  labor  in  the  fields  or 
sweat  in  factories  and  they  have  more  leisure.  No  surprise, 
then,  that  entertainment/communications  have  become 
one  of  the  chief  sources  of  new 
wealth. 

Just  study  the  new  names  in  this  our 
twelfth  annual  list  of  the  400  richest 
Americans:  Qvc's  Barry  Diller,  TCl/ 
Liberty  Media's  John  Malone,  Com- 
cast Corp.'s  Ralph  Roberts  and  Dis- 
ney's Michael  Eisner.  Further  from 
public  notice  than  these,  other  enter- 
tainment/communications figures 
have  joined  or  rejoined  The  Forbes 
Four  Hundred:  William  Daniels,  of 
Daniels  &  Associates  in  Denver,  and 
Alan  Gern>',  of  Cablevision  Industries 
in  Liberty,  N.Y. 

Kenneth  Feld?  He's  in  several  areas 
of  show  business,  owning  and  pro- 
ducing such  big- money  live  acts  as 
magicians  Siegfried  &  Roy  (Forbes, 


The  rich  get  richer 
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After  four  stagnant  years  The  Forbes 
Four  Hundred's  minimum  is  moving  up. 


Sept.  27).,  as  well  as  Ringling  Bros,  and  Barnum 
&  Bailey  Circus.  And  from  a  different  side  of  the 
business,  John  Edward  Connelly's  President  Riv- 
erboat  Casinos  owns  and  operates  ri\'erboat  and  docksit 
casinos  on  the  Mississippi  and  the  Gulf  of  Mexico.  A  hi 
stock  market  for  entertainment  companies  in  general,  ai 
young  gaming  companies  in  partici 
lar,  propelled  the  value  of  Connelh 
stock  to  $370  million. 

Other  postindustrial  business 
than  entertainment  and  communic 
tions  have  acided  new  faces  to  the  li 
this  year.  Three  heirs  of  an  early  Coc 
Cola  co-owner  joined  The  Forb 
Four  Hundred  as  Coke's  stock  pric 
as  well  as  their  number  of  shares,  we 
up.  Maurice  Greenberg's  global  i 
surance  combine,  American  Intern 
tional  Group,  put  three  new  names 
the  list. 

As  a  group.  The  Forbes  Four  Hu 
dred  now  commands  an  estimated  n 
worth  of  S328  billion,  up  from  $3( 
billion  last  year  and  way  up  from  S*^ 
billion  in  1982,  the  year  Forbes  intn 
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uced  The  Four  Hundred. 

Aha!  Then  the  redistributionists  are  right.  The  rich  have 
otten  richer.  Yes  and  no.  The  truly  rich  may  have  gotten 
cher  but  there's  no  evidence  that  their  proportionate 
lare  of  the  nation's  wealth  has  grown.  The  price  of 
dmission  to  The  Forbes  Four  Hundred  has  increased 
^proximately  as  much  as  the  stock  market,  as  measured  by 
le  Dow  Jones  index.  The  tremendous  increase  in  the 
ock  market — which  has  rubbed  off  nicely  on  the  super- 
ch — rubs  off  on  every  pension-holder  and  shareholder  in 
merica  as  well. 

We  can  safely  make  this  flat  prediction:  If  the  stock 
larket  drops  sharply,  the  price  of  admission  to  The  Forbes 
our  Hundred  will  go  down  with  it. 

Besides,  it's  slipper)^  up  there.  As  the  stor\'  on  page  292 
;ports,  some  big  rich  grew  much  poorer  last  year.  De- 
ressed  orange  prices  knocked  a  couple  of  Florida  citrus 
arons  off  the  list,  and  the  prolonged  real  estate  recession 
aimed  a  few  more  overextended  developers.  The  com- 
uter  wars  engulfed  Michael  Dell's  Dell  Computer.  For- 
ler  U.S.  Treasury  Secretary  William  Simon  dropped  from 
he  Four  Hundred  when  regulators  seized  his  big  West- 
rn  Federal  Savings  &  Loan. 

Weep  not  for  the  rich.  But  don't  get  the  dumb  idea  that 
ley  have  gotten  rich  off  the  rest  of  us.  H 


Arrivals  1993 


Name 

Sources 

Met  worth 

Page 

of  wealth 

($mils) 

New 

Albertson,  Kathryn 

Albertson's 

$1,100 

150 

Ansin,  Edmund 

Sunbeam  Television 

300 

257 

Bechtel,  Riley  P. 

Bechtel 

1,250 

148 

Beckerman,  David  A. 

Starter 

420 

226 

Butler,  Sarah  Turner 

Coca-Cola 

300 

258 

Connelly,  John  Edward 

President  Riverboat  Casinos 

370 

238 

Corn,  Elizabeth  Turner 

Coca-Cola 

300 

258 

Day,  Robert  Addison 

Trust  Co  of  the  West 

350 

240 

Diller,  Barry 

QVC/HSN 

345 

244 

Ebrahimi,  Fred  Farhad 

Quark 

300 

258 

Eisner,  Michael 

Walt  Disney 

300 

258 

Feld,  Kenneth 

Ringling  Bros  Circus 

300 

259 

Freeman,  Houghton 

AIG 

580 

176 

Gerry,  Alan 

Cablevision  Industries 

400 

230 

Gill,  Tim 

Quark 

300 

258 

Gonda,  Leslie  L. 

AIG 

355 

240 

Gonda,  Louis  L. 

AIG 

355 

240 

Hascoe,  Norman 

Hascoe  Associates 

300 

256 

Hearst,  Austin 

Hearst  Corp 

355 

186 

Hearst,  William  R.  Ill 

Hearst  Corp 

355 

186 

Joseph,  George 

Mercury  General 

325 

248 

Kamins,  Philip  E. 

PMC 

325 

248 

Kauffman,  Muriel  1. 

Marion  Laboratories 

500 

212 

Lee,  Thomas 

Thomas  H.  Lee  Co 

300 

260 

Lewis,  Peter  Benjamin 

Progressive 

500 

214 

Lyon,  Frank  Jr.  and  family 

Frank  Lyon  Co 

325 

248 

Malone,  John  C. 

TCI/Liberty  Media 

450 

220 

Miner,  Robert  N. 

Oracle 

510 

210 

Munger,  Charles 

Berkshire  Hathaway 

365 

238 

Roberts,  Ralph  J. 

Comcast 

435 

222 

Schuler,  James  K. 

Schuler  Homes 

345 

244 

Schwab,  Charles 

Charles  Schwab  &  Co 

330 

246 

Stein,  Jay 

Stein-Mart 

365 

238 

Steinhardt,  Michael 

Steinhardt  Partners 

300 

256 

Stowers,  James  Evans  Jr 

Twentieth  Century  Mutual  Funds 

380 

234 

Turner,  William  Butler 

Coca-Cola 

300 

258 

Udvar-Hazy,  Steven  F. 

AIG 

395 

234 

Weaver,  Wayne  J. 

Nine  West/Shoe  Carnival 

385 

234 

Returnees 

Block,  William 

Blade  Communications 

300 

258 

Daniels,  Bill 

Daniels  &  Associates 

300 

256 

MacElree,  Jane  Cox 

Dow  Jones 

415 

226 

McEvoy,  Nan  Tucker 

Chronicle  Publishing 

315 

252 

Milstein,  Monroe  Gary 

Burlington  Coat  Factory 

310 

254 

Murphy,  Charles  Jr 

Murphy  Oil 

550 

206 

Phipps,  Howard  Jr 

Bessemer  Trust 

300 

257 

Sidamon-Eristoff,  Anne  Phipps 

Bessemer  Trust 

300 

257 

Smith,  Frederick 

Federal  Express 

350 

244 
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OVER  $5,000,000,000 

Billionaires 


Wart* en  Edward  Buffett 

Stock  market.  Omaha.  63.  Married,  3 
children.  M.S.  Columbia.  Read  Ben- 
jamin Graham's  book  The  Intelligent 
Investor  as  college  senior,  fortunately 
not  about  academically  popular  the- 
ory of  "perfect"  markets.  Went  on  to 
study,  work  under  Graham  at  Colum- 
bia Business  School  and  Graham's 
Manhattan  investment  firm.  Learned 
hunting  for  securities  luidervalued  by 
market.  Started  partnership  age  25 
with  $100,000;  after  thirtyfold  in- 
crease, dissolved  partnership  1969  at 
speculative  market  peak;  age  39. 
Picked  up  textile  firm  Berkshire  Hath- 
away 1965;  added  insurance  arm  as 
investment  vehicle  (capital  gains  low- 
taxed).  Prefers  Omaha  to  Wall  Street: 
used  corporate  jet  called  Indefensible 
while  in  Big  Apple  1 0  months  trying 
to  salvage  Salomon  investment  from 
price-fixing  scandal;  reportedly  began 
calling  plane  the  Semi-defensible. 
Turned  Salomon  over  to  associate 
Robert  Denham  last  year.  Wall  Street 
Journal,  New  Republic  profiles  cast 
shadows  on  BufFett's  "white  knight" 
image,  but  $17,300-a-share  price  on 
Berkshire  Hathaway  stock  indicates 
Buflfett  "mystique"  alive  and  well 
among  faithfi.il.  His  Berkshire  shares 
recently  worth  $8,325  billion,  mak- 
ing him  the  richest  man  in  America. 


William  Henry  Gates  III 

Microsoft.  Bellevuc,  Wash.  37.  En- 
gaged. Father  prominent  Seattle  law- 
yer; mother  a  regent  of  U.  of  Wash- 
ington. Brilliant  student;  dropped  out 
of  Harvard  to  cofound  Microsoft 
Corp.  witli  older  Lakeside  School 
classmate  Paul  G.  Allen  (which  see) 
1975;  now  world's  largest  software 
company.  Acquired,  developed  oper- 
ating system  for  ibm's  first  PC  1981; 
gets  royalty  on  each  machine  using 
MS-DOS.  In  early  20s  rebuffed  lucra- 
tive buyout  offer  from  Ross  Perot. 
Engaged  to  marry  Melinda  French, 
28,  midlevel  Microsoft  executive. 
Building  $35  million  waterfront 
home.  Recendy  met  with  IBM  CEO 


Warren  Buffett 

Nice  guy  finishes  first  (see  story,  page  40). 


Louis  V.  Gerstner  to  discuss  business 
strategies.  Fast  driver;  owns  Porsche 
959,  Ferrari,  but  drives  Lexus  to  work. 
Favorite  books  include  The  Catcher  in 
the  Rye,  A  Separate  Peace.  Described  as 
friendly,  extremely  informal;  but  a 
hard-driving  boss.  Longtime  employ- 
ees well  rewarded.  A  $2,000  invest- 
ment in  Microsoft  IPO  1986  now 
worth  almost  $70,000.  For  Gates, 
translates  to  net  worth  over  $6.16 
billion. 


John  Werner  Kluge 

Metrometiia.  Charlottesville,  Va 
NYC.  79.  Thrice  divorced;  3  childrer 
German-born  {klug  is  German  fc 
"clever");  family  settled  in  Detroi 
Mich.  1922.  Scholarship  to  Columbi 
(B.A.  economics  1937).  After  WW] 
(Army  intelligence )  bought  Mar\'lan 
radio  station,  formed  Metromedi; 
Built  string  of  radio,  rv  stations;  earl 
investor  in  cellular  licenses.  Realize 
$4.65  billion  pretax  liquidating  Met 
romedia  assets  1984.  With  cash  start 


Bill  Gates 
with  fiancee 
Melinda  French 
at  a  Seattle 
Supersonics 
basketball  game 
Unlike 
Buffett's, 
Gates'  wealth 
is  tied  to 
the  fortunes 
of  a  single 
industry. 
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Viacom's 

Sumner  Redstone 
For  months 
rumors 
swirled  about 
a  marriage  of 
Viacom  and 
Paramount 
Communica- 
tions. By 
September 
fire  appeared 
througii  the 
smoite  in  an 
$8.2  billion 
bid. 


John  Werner  Kluge 

America's  richest  man  in  1989, 
Kluge  has  emerged  as  one  of 
the  country's  most  generous 
philanthropists,  too. 


d  or  bought  numerous  businesses, 
icluding  Orion  Pictures;  Bonanza, 
'onderosa  and  Steak.  &  Ale  restaurant 
hains.  Upped  longtime  associate  and 
eneral  partner  Stuart  Subotnick's 
take  to  5%.  Realized  $2.4  billion 
;lling  cellular  assets.  Merging  long 
istance  phone  business  with  LDDS, 
Lesurgens,  to  create  $3  billion  com- 
any;  Kluge  will  own  20%.  "Assets  are 
old.  What  brings  them  to  life  are  the 
eople  who  operate  those  assets." 
lut  Orion,  Bonanza  and  Ponderosa 
ostly  losers,  now  turnarounds.  Con- 
erted  to  Catholicism  before  diird 
larriage,  1981;  divorced  1990.  Has 
0,000-acre  Virginia  estate;  80,000 
cres  and  castle  in  Scotland;  signifi- 
ant  art  collection;  yacht.  Donated 
110  million  to  Columbia  for  minor- 
y  scholarships.  "I'd  rather  do  some- 
"ling  for  human  minds  than  for  a 
lonument."  Net  worth  estimated  at 
5.9  billion. 


lumner  Murray  Redstone 

4ovic  theaters,  cable  television.  Via- 
om  International.  Newton  Centre, 
■lass.  70.  Married,  2  children.  Father, 


part-time  restaurant  owner/night- 
club operator,  opened  drive-in  the- 
ater late  1930s.  Sumner  attended 
Boston  Latin  School;  graduated  top 
in  class  1940.  Harvard  Law  1947. 
Practiced  law;  entered  father's  theater 
business  1954.  "I  thought  if  I  had  to 
be  in  business,  I'd  rather  be  in  busi- 
ness for  myself"  Built  National 
Amusements  Inc.,  now  over  800 
screens  U.S.,  U.K.;  coined  term 
"multiplex."  Survived  1979  Boston 
hotel  fire  by  clinging  to  outside  ledge; 
right  hand  badly  scarred.  In  1980s 
invested  in  Twentieth  Century  Fox 
and  Columbia  Pictures  takeovers, 
MGM/UA  home  video  buvback.  In 
1987  got  Viacom  in  $3.2  billion  le- 
veraged buyout;  took  public  next  day 
at  profit;  has  been  buying  back  stock. 
Fought  John  Kluge  for  Orion  Pic- 
tures 1988,  luckily  lost:  Viacom 
walked  away  with  $18  million  profit. 
"Great  successes  are  built  on  failures 
and  calamities  and  frustrations,  not 
small  successes."  Viacom-Paramount 
bid  boosted  Viacom's  stock;  his  net 
worth  touched  $5.6  billion.  Watch 
out.  Warren,  he's  just  3  steps  behind. 


Helen  Walton 
S.  Robson  Walton 
John  T.  Walton 
Jim  C.  Walton 
Alice  L.  Walton 

Widow  and  children  of  Sam  Walton. 
Wal-Mart  Stores.  Sam  was  J.C.  Pen- 
ney trainee  after  college.  Opened  Ben 
Franklin  5-and-dime  store  1945 
Newport,  Aik.  Lost  lease  1950.  Start- 
ed again  Bentonville,  Ark.;  15  stores 
by  1962.  Opened  discount  store  on 
hunch  with  brother  James  (which  see): 
30  stores  by  1970;  went  public  to 
raise  cash.  Today  over  2,000  Wal- 
Mart  and  Sam's  Club  stores  in  48 
states  and  Mexico;  largest  U.S.  retail- 
er (1992  sales:  $55.5  billion).  Lived 
modestly.  Died  of  bone  cancer  1992. 
But  stock  divested  into  family  tmst. 
Family's  holdings  believed  divided 
equally  among  Helen,  children.  Hel- 
en: Bentonville.  74.  Valedictorian 
Claremore  (Okla.)  H.S.,  U.  of  Okla- 
homa. Married  Sam  1943.  Travels, 
contributes  generously  to  Presbyteri- 
an church.  S.  Robson:  Bentonville. 
49.  Columbia  Law.  Divorced,  remar- 
ried; 5  children.  As  teenager,  deliv- 
ered newspapers  mornings,  worked  at 
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Made  in  W 


Many  of  the  computers  cainch- 
ing  numbers  and  making  their 
reputations  on  Wall  Street  are 
made  in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  computers, 
we've  been  upgrading  our  reputa- 
tion for  years.  Thanks  ^ 
to  companies  like 
Acer  Computer. 

The  AcerNote™ 
750c,  on  the  right,  lets 
you  hit  the  street  with  the 
most  advanced  color  LCD 
with  over  256  brilliant  colors. 
And  Acer  is  the  first  manufac- 
turer to  integrate  the  EasyTrac™ 
trackball  system  and  an  ergonomic 
palm  rest  to  reduce  wrist  strain. 

Acer  also  pioneered  the 

ACGR  {4 

concept  of  the  personal 
activity  center  with  the  AcerPAC™ 
It's  a  full-featured  486  multimedia 
computer  that  integrates  telephone, 
fax,  data  and  audio  CD  and  more. 
So  now  you  can  truly  manage 
your  business  from  your  desk. 

And  here's  what  the  February 
1993  issue  of  PC  World  magazine 
said  about  the  AcerPower  486e 


)treet,1aiwaiL 


DX2/50. . .  "It  has  the  combination 
of  performance,  price,  expand- 
ability and  design  to  deserve  first 
place  among  25  systems." 

But  Acer  is  only  one  of  many 
examples  of  world-class  quality 
coming  from  Taiwan  today. 

Giant's  ATX®  770  mountam 
bike  was  named  1992  Bike  of  the 
Year  by  Mountain  Biking  maga- 
zine. And  ProKennex  was  the 
first  to  take  carbon  fiber  graphite 
from  rockets  and  put  it  into  tennis 
racquets  to  make  them  lighter, 
stronger  and  more  flexible. 

But  our  biggest  breakthrough  is 
making  this  cutting-edge  technol- 
ogy and  world-class  quality  surpris- 
ingly affordable.  So  if  you're  look- 
ing for  a  mountain  bike,  a  tennis 
racquet  or  a  notebook  computer, 
the  word  on  the  street  is  Taiwan. 

For  more  information  about  Acet,  call  1-800-452-ACER- 


inE  runDco  ruun  nunuRLu 

OVER  $2.Q00.000,000 
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Helen  Walton  (above),  widow  of  the  late 
Sam  Walton,  and  three  of  their  four  children 
from  top  right:  S.  Robson  Walton,  48;  John 
T.  Walton,  45;  Alice  L.Walton,  44 
Figure  each  near  $4.6  billion. 


Bentonville  store  afternoons.  Partner, 
Oklahoma  law  firm;  Wal-Mart  chair- 
man. Resei'ved;  unlike  Sam:  "I  proba- 
bly wouldn't  be  effective  if  I  tried  to 
be."  In  Ironman  Triathlon,  Hawaii, 
1985;  skier,  pilot.  John  T.:  San  Die- 
go. 47.  Married;  1  child.  Vietnam  vet. 
Active  in  family's  Walton  Enterprises. 
Owns  boat-building  business  San 
Diego.  Jim  C:  Bentonville.  45.  Mar- 
ried, 4  children.  Oversees  family  bank- 
ing, newspaper  businesses,  real  estate. 
Alice:  Rogers,  Ark.  44.  Divorced 
twice.  Business  major  at  Trinity.  Start- 
ed Llama  Co.  (investment  firm  named 
for  pet)  1989  with  $19.5  million  from 
Walton  Enterprises:  deals  with  small 
businesses,  student  loans.  Also  seeks 
industry  for  Arkansas.  "This  whole 
region  gets  left:  out  by  Wall  Street  and 
the  money  center  banks."  Former  bro- 
ker E.F.  Hutton.  Car  accident  nearly 
cost  use  of  her  legs;  recovered;  some- 
times drives  to  work  in  pickup  uxick, 
like  old  Sam.  Family's  Wal-Mart  stock, 
etc.,  recently  $23  billion. 


Keith  Rupert  Murdoch 

The  News  Corp.  Ltd.  Australia,  Lon- 
don, NYC,  LA.  62.  Divorced,  remar- 
ried; 4  children.  Father  Sir  Keith  cele- 
brated editor  Melbourne  Herald.  Ru- 


pert: Oxford  1952.  Trained 
London's  Fleet  Street.  Took  over  A 
claide  News  age  23.  Famous  for  se 
sational  headlines:  "Queen  Eats 
Rat."  Bought  Sydney  Daily  Mirr 
1960.  Diversified  into  TV,  magazine 
book  publishing.  Bought  U.K.  pub 
cations;  came  to  U.S.  1974.  Pii 
chased  New  York  Post,  sold  it; 
bought  bankrupt  paper  this  July  ai 
held  out  for  union  concessions  befo 
deal  was  done.  Also  has  Elle,  Bostt 
Herald  et  al.  Bought  Metromedia 
stations,  Twentieth  Century  Fox,  b 
perhaps  bored  by  the  glitz  of  HoU 
wood:  "I'm  not  into  that.  It's  a  era; 
business.  I  enjoy  the  risk  factor, 
enjoy  exercising  one's  taste  and  jud 
ment."  Owns  Fox  Broadcastii 
(needed  FCC  approval  before  he  cou 
repurchase  failing  Post).  Aggressi' 
use  of  leverage  threatened  to  sir 
company  1990-91;  restructured  ar 
saved  it.  Sold  Premiere,  Soap  Ope 
Digest,  New  York  magazine,  etc.  i 
Kohlberg  Kravis  Roberts  (see  listing 
for  reported  $650  million.  Compar 
still  leveraged,  but  his  News  Cor 
shares  are  up,  recently  making  hii 
worth  at  least  $4  billion. 


Ted  Arison 

Carnival  Cruise  Lines.  Tel  Aviv,  Isr; 
el.  69.  Divorced,  remarried;  2  chii 
dren  from  first  marriage,  I  adopted  i 
second  marriage.  Born  Tel  Aviv  t 
shipowner  father.  At  16,  left  Amer 
can  U.  of  Beirut  to  join  British  arn^ 


• 


Rupert  Murdoch  meeting  employees  at  his  reacquisition  of  the  New  York  Post 
A  busy  year — pictured  above  during  negotiations  in  March  for  New  York  City's 
struggling  number  three  newspaper;  more  recently  he's  buying  into  the  Star 
satellite  broadcasting  network's  footprint  across  Asia. 
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WII;  sergeant  major.  Later,  lieuten- 
it  colonel  in  Israeli  war  of  indepen- 
mce.  Took  over  business  after  fa- 
er's  death;  sold  out  early  1950s; 
oved  to  U.S.  1952.  Two  years  later 
;gan  ventures  in  air  cargo  business, 
etired  1966  in  Miami;  gave  up  re- 
-ement  shortly  after  to  manage  pas- 
nger  shipping  company.  Started 
orwegian  Caribbean  Lines;  first  to 
ickage  airfare  and  cruise  combina- 
Dn.  In  1972  started  Carnival  Cruise 
ines;  became  world's  largest  cruise 
le  exploiting  cruise  ship  itself  as 
.'stination:  profitable  running  "Fun- 
Lips."  This  fall  introducing  Sensa- 
on,  $300  million  passenger  vessel, 
rison  retired  again  1990,  continues 
>  hold  stock.  Son  Micky  in  charge, 
ed  philanthropic;  generous  to  edu- 
ition,  art  and  Jewish  causes.  Now  in 
rael,  politically  active:  lobbying 
aders  to  reform  electoral  system. 
Iso  working  on  housing  shortage. 
Israel  is  fijll  of  incredible  brains." 
lajority  owner  Miami  (basketball) 
;eat.  Stock,  real  estate,  etc.,  recendy 
orth  about  $3.65  billion. 


onald  Owen  Perelman 

50s.  NYc;.  50.  Divorced,  remarried;  5 
lildren.  Hung  around  father's  met- 
-fabricating  business  in  Philadel- 
lia;  then  Wliarton  business  school, 
orrowed  $1.9  million  1978  to  buy 
linority  interest  in  jewelr)'  distribu- 
)r;  built  into  MacAndrews  &  Forbes 
jnglomerate  using  debt  from  Drexel 
urnham.  Created  moneymaking 
lachine:  buy  undervalued  assets,  di- 
;st  all  but  cash  cows,  use  money  to 
ig  bigger  game.  Bought  Revlon  for 
3  billion  1985,  failed  in  $4.1  billion 
id  for  Gillette.  Acquired  Mar\'el 
ntertainment,  outdoor-equipment 
ader  Coleman  Co.,  National  Health 
aboratories.  First  Gibraltar  s&L,  etc. 
:aggered  under  weight  of  debt,  but 
ailed  off  coup:  timed  1991-92  IPO 
larket  right,  public  bought  into 
larvel,  Coleman,  National  Health; 
:bt  under  control.  Ron's  stakes  in- 
edibly  valued:  Marvel  stake  alone 
:cently  worth  some  $1 .6  billion.  Re- 
:ntly  rebought  Consolidated  Cigar 
o.  Offered  "New  Revlon"  float  last 
;ar,  but  public  balked  at  that  one; 
ithdrawn.  Stock,  Revlon,  S&Ls  esti- 
lated  $3.6  billion. 


Samuel  I.  Newhouse  Jr. 
Donald  Edward  Newhouse 

Brothers.  Publishing,  cable  T\'.  Father 
Samuel  born  to  Eastern  European 
immigrants.  Ran  Bayonne  (N.J.) 
Times  age  16,  took  over  ailing  Staten 
Island  Advance  1922.  Fanatic  cost- 
cutter,  worked  out  of  briefcase;  built 
nation's  largest  private  newspaper 
chain:  "The  only  thing  to  do  with 
money  in  the  newspaper  business  is 
leave  it  in  the  newspaper  business." 
His  two  sons  tagged  along  on  rounds. 
Purchased  magazine  publisher  Con- 
de  Nast  1959  (motto  then:  "Class  not 
mass")  for  $5  million,  he  said  as 
anniversary  present  to  wife:  "She 
asked  for  a  fashion  magazine,  and  I 
went  out  and  got  her  Vogue."  At- 
tracted legend-making  talent.  Sam- 
uel's death  1979  brought  estate  tax 
cases  (2  settled  favorably,  1  to  go). 
Sons  expanding  empire:  29  newspa- 
pers (total  circulation  over  3  million); 
15  magazines  (recently  bought  Axhi- 
tectural  Digest,  folded  own  competi- 
tor to  it,  hg);  books;  cable  TV  (1.4 
million  subscribers);  etc.  S.I.:  OTC. 
65.  Divorced,  remarried;  3  children. 
Supervises  magazines  (New  Yorker, 
Vogue,  Gourmet,  Vanity  Fair,  Pa- 
rade, etc.).  Random  House.  Intro- 
verted, dedicated  art  collector;  work- 
day starts  4:45  a.m.,  answers  own 
phone.  Policy  on  sacred  cows:  still 
into  legend-making  talent,  but  picked 
Vanity  Fair's  Tina  Brown  as  editor  of 
New  Yorker:  once-staid  magazine 
now  undergoing  dramatic  change, 
controversy — e.g.,  cover  art  of  mock 
terrorist  acts  labeled  "insulting"  to 
Arab-Americans.  Son  Samuel  III  Jer- 
sey Journal  publisher.  Donald:  64. 
Marrieci,  3  children.  Advance  Publi- 


S.l.  and  Donald 
Newhouse 
Investment 
banker  on  their 
$170  million 
purchase 
of  Knapp 
Publications: 
"First  deal 
I  was  in  where 
everybody 
walked  away 
satisfied." 


cations  president;  runs  newspapers, 
cable  TV.  Son  Steven  Jersey  Journal 
editor.  Intensely  private:  "These  peo- 
ple are  fanatics.  They  would  kill  some- 
one who  walked  with  their  numbers." 
Si,  Donald  share  empire  estimated  at  a 
conservative  $7  billion. 


Kirk  Kerkorian 

Investments.  Beverly  Hills,  Las  Ve- 
gas. 76.  Twice  divorced,  2  children. 
Son  of  Armenian  immigrant  fruit 
farmer,  junior  high  dropout,  light- 
weight amateur  boxer;  trained  U.S. 
fighter  pilots,  captain  in  Royal  Air 
Force  WWII.  Flew  surplus  Air  Force 
planes  across  Atlantic.  Built  charter 
airline,  sold  for  $104  million  profit 
1966.  Paid  $82  million  for  40%  MGM 
in  hostile  takeover  1969,  $380  mil- 
lion for  United  Artists  1981.  Merged 
both  1986.  Sold  all  mgm/ua  assets  in 
complex  deal  with  Ted  Turner  (which 
see).  First  sold  mgm/ua  for  $1.5  bil- 
lion; bought  back  everything  but  film 
librar)'  for  $480  million  1986;  sold  kit 
and  kaboodle  to  Giancarlo  Perretti's 
Pathe  for  over  $1.3  billion.  Trades 
stock  at  blistering  pace.  Slowed  down 
some  this  year,  big  stakes  limited  to 
Chrysler,  MGM  Grand.  Chrysler:  in 
1992  got  into  fight  with  board  seek- 
ing continuing  role  for  friend  Lee 
lacocca,  threatened  to  run  for  board. 
Dropped  threat.  MGM  Grand:  hotels, 
casinos,  luxury  airline;  billion -dollar 
Las  Vegas  theme  park,  5,000-room 
hotel  casino  opening  this  December. 
Claims  never  to  have  taken  a  salary  or 
perks  from  company.  Doesn't  need 
to,  especially  now:  Kirk's  shares  re- 
cently worth  $3.1  billion. 
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Made 


Many  of  the  TVs  making  their 
reputations  among  the  celebrities 
in  Beverly  Hills  are  made  in  Taiwan 

That's  right.  Taiwan. 

When  it  comes  to  TV,  the 
most  discerning  viewers 
know  that  Taiwan  has  a 
sharper  image.  Thanks  to 
companies  like  Proton. 


Here's  what  Video  maga- 
zine said  about  this  Proton 
NT-295  27"  stereo  TV  in  its 
July  '93  issue.  "It's  a 
shining  example  of  current 
trends. ..."  "The  company's 
TVs  have  earned  consistently 
high  marks  from  reviewers 
and  videophiles." 

And  at  the  Chicago  Sum- 
mer Consumer  Electronics 
Show®,  the  Proton  NT-297 
TV  was  honored  with  an 
Innovations  '93  Design  & 
Engineering  Award. 

But  Proton  is  only  one  of 
many  examples  of  world- 
class  quality  coming  from 
Taiwan  today. 


Hills,  Taiwan. 


Take  Acer.  The  February  '93 
issue  of  PC  World  magazine  said 
the  AcerPower  486e  DX2/50 
"...  has  the  combination  of  perfor- 
mance, price,  expandability  and 
design  to  deserve  first  place 
among  25  systems." 

And  Mountain  Biking  maga- 
zine named  Giant's  ATX®  770 
mountain  bike  1992  Bike  of  the 
Year,  calling  it  ". .  .an  outstanding 
achievement  in  quality,  value  and 
performance." 

But  our  biggest  success  is  mak- 
ing this  cutting-edge  technology 
and  world-class  quality  surprising- 
ly affordable. 

So  if  you're  looking  for  a  PC,  a 
mountain  bike  or  a  stereo  TV, 
tune  in  to  Taiwan. 


inE  runpcj  ruun  nuwuncu 

OVER  $^,000.000.000 


Paul  G.  AUen 

Microsoft.  Mercer  Island,  Wash.  40. 
Single.  Dropped  out  of  Washington 
State  U.  to  take  job  at  trw  Inc.  in 
Vancouver,  Wash.  Moved  to  Hon- 
eywell in  Boston;  found  high  school 
classmate  William  Gates  III  going  to 
Harvard.  Teamed  up  to  write  a  ver- 
sion of  Basic  computer  language;  led 
to  startup  of  Microsoft.  Left  1983, 
diagnosed  with  Hodgkin's  disease;  in 
remission.  Founded  Asymetrix  Corp., 
software  company,  1985.  Original 
product:  ToolBook,  do-it-yourself 
programming  kit  for  IBM  compati 
bles.  On  board  of  retailer  Egghead 
Discount  Software.  Founded  Interval 
Research  Corp.:  computer  r&d  in 
information  systems,  communica- 
tions. Recently  bought  up  almost  25% 
of  computer  subscriber  compan\' 
American  Online.  Plays  guitar  in  rock 
band;  currently  financing  building  of 
Jimi  Hendrix  museum  in  Seattle.  Re- 
cently lent  $20  million  to  nonprofit 
group  to  buy  land  for  "Commons'" 
park  development  in  Seattle.  Owns 
Portiand  Trail  Blazers.  ''Basketball  is 
one  of  my  real  passions."  Shoots  3- 
pointers  on  private  couit  for  relaxation. 
Shares  recendy  wordi  $2.9  billion. 

David  Packard 

Hewlett-Packard.  Los  Altos  Hills, 
Calif.  81.  Widowed,  4  children. 
Scholar-athlete  Stanford:  Phi  Beta 
Kappa,  football,  basketball,  track.  In 
1939  founded  Hi'  with  Stanford  pal 
William  Hewlett  (which  see)  in  garage 
with  $538.  'T'm  not  strong  on  remi- 
niscing. I  think  we  ought  to  be  look- 
ing forward  instead  of  backward." 
Developed  company  management 
while  Hewlett  engineered,  hp  grown 
to  famous  international  manufacturer 
of  electronic  measurement  devices, 
computer  products.  "If  something 
needeci  to  be  done,  we  just  had  to  get 
in  there  and  do  it."  1992  sales:  $16.4 
billion.  Supported  Bush  campaign 
last  year.  Nixon's  Deputy'  Defense 
Secretar)'  1969-71;  chaired  Reagan's 
Blue  Ribbon  Commission  on  De- 
fense Management  1985-86.  Philan- 
thropist: over  $1  billion  in  David  and 
Lucile  Packard  Foundation,  gave  $70 
million  to  Stanford  1986.  Pledged 
another  $25  million  this  year.  HP 
holdings  still  worth  $2.75  billion. 


Paul  Allen  with  Portland  Trail  Blazers 
executive  in  the  workplace 
"The  Trail  Blazers  have  great  fans, 
and  they  deserve  our  best  efforts," 
says  owner  Allen,  who  has  a  full- 
size  practice  court  at  his  new  home 
near  Seattle. 


Barbara  Cox  Anthony 
Anne  Cox  Chambers 
and  families 

Sisters.  Inheritance.  Father  James  M. 
Cox,  country  schoolteacher  who 
bought  Davton  (Ohio)  Dailv  News 
1898  for  $26,000.  Later  3 -term  Ohio 


Ross  Perot  (left),  David  Packard,  Estee 
i    Lauder,  William  Hewlett  being  inducted 
?    (1988)  into  Junior  Achievement  National 
-    Business  Hall  of  Fame 
f   Great  role  models. 


Democratic  governor;  failed  pre 
dential  bid  1920  (fdr running  mat 
Left  politics,  bought  Atlanta  Joun 
1939.  In  1950  bought  Adanta  Cc 
stitution.  Merged.  Now  flagship 
newspaper  empire.  In  1957,  folio 
ing  father's  death,  their  brother  Jair 
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:)ok  over.  Moved  into  cable  TV,  d. 
974.  Sisters  have  98%  ownership, 
iave  control  first  to  Barbara's  hus- 
■and,  Garner  Anthony,  then  in  1988 
0  Barbara's  son  by  earlier  marriage, 
ames  C.  Kennedy,  45.  Cox  Enter- 
rises  today  18  dailies,  8  weeklies, 
uge  cable  holdings  (over  1.7  million 
Libscribers).  Also  Manheim  Auc- 
ions,  nation's  largest  car  auction, 
iarbara:  Honolulu.  70.  Divorced, 
/idowed,  remarried;  2  children. 
4ore  reclusive  sister.  Owns  ranch  in 
kustralia;  chairwoman  Dayton  pa- 
cts. Anne:  73.  Twice  divorced,  3 
hildren.  Atlanta  socialite.  Good  with 
rifle.  Old  friend  of  Jimmy  Carter, 
mbassador  to  Belgium.  Chairwom- 
n  Atlanta  papers.  Two  sisters  share 
stimated  $4.8  billion  fortune. 


lenry  Ross  Perot 

'omputer  ser\'ices.  Dallas.  63.  Mar- 
ed;  4  daughters,  1  son.  Son  of  East 
exas  horse  trader.  Eagle  Scout.  An- 
apolis.  Left  Navy  after  4  years  for  IBM 
lies  job;  once  filleti  annual  sales  quo- 
i  by  Jan.  19.  Formed  Electronic  Data 
ystenis  1962  after  IBM  decided 
gainst  selling  data  processing  ser- 
ices.  Paper  billionaire  by  1969.  Stock 
rashed  1970,  eventually  recovered, 
old  EDS  to  General  Motors  1984  for 
Dme  $1  billion,  plus  stock.  Pesky  GM 
oard  member;  paid  $700  million  to 
o  away,  leave  bureaucracy  alone, 
tarted  EDS-like  Perot  Systems  1988, 
ow  estimated  over  $250  million  rev- 
nues,  recently  landed  big  contract 
^ith  Europcar.  He  owns  40%,  em- 
loyees  60%.  Major  Fort  Worth  real 
state,  including  Alliance  Industrial 
irport  project.  Recently  sold  Hous- 
)n  Marriott  Westside  hotel  to  Bob 
Lowling  (which  see)  at  loss.  Orga- 
ized  rescue  of  2  EDS  employees  from 
ranian  prison  1979.  Renowned  pa- 
riot;  ran  for  president  on  reform 
latform  1992,  spent  $60  million, 
ime  in  third.  Founded  United  We 
tand,  America  populist  political  or- 
anization.  Started  trend  of  political 
ifomercials  with  lBM-st)de  charts, 
raphs;  later  imitated  by  President 
;linton.  Still  lots  of  interest  from 
luni  bonds,  but  also  expenses,  loss 
h  Steve  Jobs'  Next  computer  ven- 
ire, weak  real  estate,  etc.  Estimated 
ct  worth:  at  least  $2.4  billion. 


Forrest  Edward  Mars  Sr. 
Forrest  Edward  Mars  Jr. 
John  Franklyn  Mars 
Jacqueline  Mars  Vogel 

Candy,  pet  food.  Son,  2  grandsons, 
granddaughter  of  Frank  and  Ethel 
Mars,  Seattle  candymakers.  After  two 
failures,  1914  bankruptcy,  moved  to 
Minnesota  1920;  stmck  it  rich  with 
Milky  Way  recipe  1923.  Frank  (d. 
1934)  financed  son  Forrest's  British 
candy  business  to  keep  him  out  of  U.S. 
business.  Forrest  Sr.:  Las  Vegas.  80s. 
Widowed;  2  sons,  1  daughter.  Built 
candy  power  in  Europe,  returned 
1940  one -third  owner  of  U.S.  compa- 
ny; added  m&ms,  Uncle  Ben's  rice. 
Bought  out  half  sister,  won  control 
from  rest  of  family  1964.  Built  Mars, 
Inc.  into  one  of  world's  largest  candy 
companies.  Also  KaJ  Kan  pet  food,  etc. 
FLstimated  1992  revenues  near  $12 
billion,  56%  from  Europe.  Integral 
part  of  American  culture;  fans'  m&m 
beliefs  include:  If  you  save  all  the  red 
ones  for  the  end  and  make  a  wish,  it 
will  come  true;  the  green  ones  are  an 
aphrociisiac  (theory'  not  endorsed  by 


ABOVE: 

Jacqueline  Mars  Vogel  (seated) 
The  U.S.'  least-known 
billionairess. 

LEFT; 

Forrest  Mars  Sr. 

The  final  word  is  still  Dad's. 


Forbes).  Key  Mars  business  tenets: 
quality  ("the  consumer  is  our  boss"); 
cheap  packaging  ("they  don't  eat  the 
paper");  fanatic  cost  control,  cleanli- 
ness. Retired  1973,  now  completely 
retired;  mns  fine-chocolate  boutique 
Las  Vegas.  "1  pray  for  Milky  Way,  1 
pray  for  Snickers."  Forrest  Jr.: 
McLean,  Va.  62.  Married,  4  daugh- 
ters. Secretive  like  father.  Set  up  com- 
pany's Dutch  unit.  Now  copresident. 
Pushed  new  candy  image  as  energ)' 
food;  added  granola  bars,  noncandy 
snacks.  John:  Arlington,  Va.  57.  Mar- 
ried, 1  son,  1  daughter.  Said  to  have 
inherited  father's  brusque,  autocratic 
manner;  began  Australia  operation, 
now  copresident.  Jacqueline:  Bedmin- 
ster,  N.J.  53.  Divorced,  remarried;  3 
children.  Director.  Siblings  said  to 
own  Mars,  yet  final  word  still  father's. 
Four  share  compan\'  worth  estimated 
$9.6  billion. 


Henry  Lea  Hillman 

Industrialist;  venture  capital,  real  es- 
tate. Pittsburgh.  74.  Married,  4  chil- 
dren. Quiet  son  of  strong-willed  coal- 
steel-gas  t)'COon  John  Hartvvell  Hill- 
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Many  of  the  mountain  bikes 
making  their  reputations  racing  in 
the  peaks  of  Colorado  are  made 
in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  mountain 
bikes,  Taiwan  is  rapidly  climbing 
to  the  top.  TTianks  to  innovative 
companies  like  Giant®. 


The  proof?  Check  out  the 
frame  on  this  Cadex®  CFM-3  ™ 
mountain  bike  from  Giant.  It's 
made  from  carbon  fiber.  Very 
exotic.  True  state  of  the  art.  It's 
2'/2  times  stronger  and  20% 
lighter  than  ordinary  alloy  steel 
mountain  bike  frames. 

And  Mountain  Biking 
magazine  named  Giant's  ATX® 
770  the  1992  Bike  of  the  Year. 
"...  It's  a  screamer  both  price- 
and  performance-wise."  "...  It's  an 
outstanding  achievement  in 
quality,  value  and  performance." 

But  Giant  is  only  one  of  many 
examples  of  world-class  quality 
coming  from  Taiwan  today. 


• 

Acer  made  the  first  color 
notebook  computer  to  integrate 
the  EasyTrac'"  trackball  and  an 
ergonomic  palm  rest  to  reduce 
wrist  strain.  And  ProKennex  was 
the  first  to  take  carbon  fiber 
graphite  from  rockets  and  put  it 
into  tennis  racquets  to  make  them 
lighter,  stronger  and  more  flexible 
than  before. 

But  our  biggest  achievement  is 
our  ability  to  make  this  cutting- 
edge  technology  and  world-class 
quality  surprisingly  affordable. 

So  if  you're  looking  for  a  note- 
book computer,  a  tennis  racquet 
or  a  mountain  bike,  now  you  know 
who  can  help  make  you  king  of 
the  mountain. 

That's  right.  Taiwan. 


OVER  $2.000.000,000 


man  Jr.,  who  followed  lead  ot  Mellon 
and  Carnegie,  took  over  Pittsburgh 
Coke  &  Chemical  and  built  Texas  Gas 
Transmission.  After  Princeton,  Hen- 
r\'  joined  business  1946,  took  over 
after  father's  death  1959,  bought  out 
5  siblings  (now  deceased).  Sold  off 
smokestack  assets  to  diversify  into  real 
estate,  light  industry.  "When  times 
change,  you  have  to  change."  Inv  ests 
in  advanced  technologies,  sank  large 
sums  into  Silicon  Valley  mid-1970s; 
now  investing  medical  technolog)'. 
Backed  lbo  shops,  including  Kohl- 
berg  Kravis  Roberts;  later  his  own 
Copeland  Corp.  Real  estate  holdings 
span  nation.  Wife  Elsie  leading  Penn- 
sylvania Republican.  Henr\'  owns  80% 
of  business  empire;  stepbrothers 
Howard  and  Tatnall  ( which  sec)  still 
keep  20%;  Henry's  share  is  estimated 
at  $2.4  billion. 


Edgar  Miles  Bronfman 

The  Seagram  Co.,  Ltd.  NYC.  64.  Mar- 
ried 4  times  (twice  to  same  woman); 
divorceci,  recently  remarried.  Seven 
children.  Grandfather  refugee  from 
Czarist  Russia  to  Canada  1889.  De- 
livered firewood;  later  owned  hotels. 
Father  Sam  formed  Distillers  Corp.  in 
Montreal  1924.  Four  years  later,  ac- 
quired Joseph  E.  Seagram  &  Sons 
Ltd.  of  Waterloo,  Ontario.  During 
Prohibition  foimd  niche  in  spirits 
business.  Business  boomed  after  re- 
peal of  U.S.'  Prohibition.  Sam  died 
1971,  split  holdings  among  4  chil- 
dren. Edgar  Sr.  took  over  American 
branch;  brother  Charles,  Canadian 
subsidiary.  Under  Edgar  Sr.,  Seagram 
established  international  distribution 
network.  Captured  world  market: 
bestseller  in  150  countries.  Sales  $1 
billion  1965;  $6.1  billion  1992.  Alco- 
hol business  reaching  maturity;  Edgar 
Sr.  saw  diversifying  business  as  solu- 
tion. Acquired  24.3%  Du  Pont  1981, 
Tropicana  Products  1988.  Took 
Tropicana  worldwide,  including  a 
Japanese  joint  venture:  Kirin  Tropi- 
cana. Still  chairman,  CEO,  but  handed 
day-to-day  running  of  company  to 
second  son,  heir  apparent  Edgar  Jr. 
"My  father  (Sam)  always  taught  us  to 
think  in  generations.  He  always  ex- 
pected each  generation  to  surpass  the 
past  generation."  Still  diversifying:  in 
May  bought  5.7%  Time  Warner.  "It'll 
be  a  strong  investment  for  the  future 


Jay  (right) 
and  Robert 
Pritzker  (below) 
Some  of  their 
recent  ven- 
tures: Hungar- 
ian and  Austra- 
lian hotels, 
and,  with  Sam 
Zell,  a  chunk 
of  Santa  Fe  En- 
ergy. "There's 
significant  up- 
side potential 
there,"  says  a 
partner. 


and  that's  why  we  made  it."  Edgar 
Sr.'s  Seagram  shares,  etc.,  recently 
worth  $2.3  billion. 


Jay  Arthur  Pritzker 
Robert  Alan  Pritzker 

Brothers.  Finance,  manufacturing. 
Grandfather  Nicholas  Pritzker  immi- 
grant from  Kiev  to  Chicago  1881; 
started  law  firm  1902;  joined  by  his  3 
sons,  still  Pritzker  &  Pritzker  today. 
One  son,  Abram  (A.N.),  got  into  real 
estate,  light  manufacturing  late 
1930s;  died  1986.  Lawyers  mini- 
mized estate  taxes  so  well  iRS  still 
pressing  for  $53  million;  case  pend- 
ing. A.N.'s  sons  multiplied  holdings. 
Jay:  "One  thing  just  sort  of  led  to 
another;  it  wasn't  really  planned." 
Unplanned  financial  wizard  Jay:  71, 
married,  4  children.  Lawyer  b)' educa- 
tion, used  father's  credit  to  finance 
early  deals.  Started  Hyatt  Hotels 
1957;  long  run  by  brother  Donald  (d. 


1972);  known  for  extravagant  archi- 
tecture; expanding  under  Jay's  son 
Thomas;  new  division  offers  luxury 
retirement  centers,  run  by  Donald's 
daughter  Penny.  On  latest  acquisi- 
tion: "1  just  bought  a  video  phone; 
it's  not  very  good."  Probably  won't 
use  to  call  Donald  Trump  about  suit 
over  old  NYC  Grand  Hyatt  hotel  part- 
nership. Family  engineer  Robert:  67. 
Twice  di\'orced,  5  children.  Runs  over 
60  manufacturing,  service  firms 
through  Marmon  Group  ( 1992  sales: 
$4  billion).  Family  also  owns  about 
80%  Ticketmaster;  also  smokeless  to- 
bacco company  Conwood,  33%  of 
now  public  Royal  Caribbean  Cruise 
Lines,  real  estate  (including  Pacific 
Northwest  timberland),  etc.  Total 
fortune  estimated  at  over  $4.4  billion. 


Robert  Edward  (Ted )  Turner 

Turner  Broadcasting  System,  Inc. 
Roswell,  Ga.  55.  Twice  divorced,  5 
children;  married  to  actress  Jane 
Foncia.  Booted  from  Brown:  girl 
found  in  frat  room.  Years  later,  got 
degree.  At  24  saved  late  father's  bill- 
board company.  Acquired  small  At- 
lanta TV  station  1970,  bought  out 
partners;  launching  pad  for  "super- 
station"  TBS  1976:  beamed  local  pro- 
gramming to  cable  systems  nationally 
via  satellite.  Failed  bid  for  CBS  1987, 
went  into  debt  to  buy  mgm  film  li- 
brary'; took  on  new  partners,  includ- 
ing media  giants  Tele-Communica- 
tions and  Time  Warner,  to  bail  out  of 
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:risis.  Assets  include:  CNN,  TNT,  MGM 
:ilm  libraty,  Hanna-Barbera  and  the 
\tlanta  (baseball)  Braves.  Met  this 
spring  with  TCI  and  Time  Warner 
;xecs  to  discuss  possible  breakup. 
Meeds  cash:  agreements  reached  to 
3uy  Castle  Rock  Entertainment  and 
:o  merge  with  New  Line  Cinema. 
3wns  2  ranches  in  Montana,  where 
le  raises  buffalo;  recently  bought  re- 
;pectable  chunk  of  New  Mexico. 
Fed's  stock,  other  assets  recently 
vorth  $2.2  billion. 


K.obei*t  Muse  Bass 

3il,  investments.  Fort  Worth.  45. 
Vlarried,  two  children.  Third  son  of 
Dilman  Perr)'  Richardson  Bass,  who 
:xpanded  oil  holdings  inherited  from 
ycoon  uncle  Sid  Richardson  (d. 
L951).  Perr\^  retired  1968,  left  family 
rmpire  to  sons.  Eldest,  Sid  (which  see, 
ilso  Lee,  Edward),  diversified  into 
tock  (Disney,  Texaco,  etc.),  real  es- 
ate,  etc.  Robert  (Andover,  Yale, 
Stanford  Business)  felt  overshad- 
)wed,  split  off  1983,  moved  down- 
tairs  in  Bass- built  Fort  Worth  office 
ower.  Sold  most  of  Disney  invest- 
nent,  went  on  dealmaldng  frenzy: 
nedia  (Taft  broadcasting,  cable  TV), 
eal  estate  (sold  Plaza  to  Trump  for 
)rofit),  information  (bought  Bell  & 
-iowell).  Most  profitable  deal:  Amer- 
can  Savings  Bank,  thrift  bought  from 
government  1988;  Bob's  share  now 
vorth  close  to  $900  million.  Leads 
:onsortium  forming  major  (revenues, 
)2.1  billion)  specialty'  food  company 
'ia  LBO.  Like  Sid,  married  a  blonde 
lamed  Anne,  but  didn't  divorce.  His- 
orical  preservationist:  bought  Ulys- 
es  S.  Grant's  Georgetown  home  for 
eported  $2  million.  Obsessively  pri- 
'ate:  "We  seem  to  have  gotten  along 
'ery  well  without  a  public  personali- 
y."  Today  "bashful  billionaire"  a 
nulti:  estimated  net  worth  of  $2.2 
)illion. 


jester  Crown  and  family 

nheritance,  industrialist.  Wilmette, 
11.  68.  Married,  7  children  (3  in 
)usiness).  Son  of  late  Flenry  Crown 
d.  1990),  renowned  Chicago  finan- 
:ier.  With  2  brothers,  father  created 
)uilding  supply  firm  Material  Service 
"orp.  1919.  Cost  advantages  helped 
)utlast  fierce  Depression  competi- 


tion, gain  dominant  market  share  af- 
terward. Bold  negotiations  based  on 
thorough  knowledge  exemplified  ca- 
reer. Postwar  purchased  large  stakes 
in  stocks,  real  estate.  Merged  with 
General  Dynamics  1959,  received 
preferred  stock;  later  sold  after  dis- 
pute with  GD  management.  Waited 
for  CD  stock  fall,  bought  1960s, 
ousted  management,  turned  compa- 
ny around.  Lester,  Harvard  M.B.A., 
conservative  family  man,  feels  rich 
have  obligation  to  contribute  to  soci- 
ety. Still  heads  Material  Service  Corp.; 
controls  fortime,  much  in  family 
trusts.  Last  year  sold  stock  to  pay  off 
taxes,  debt;  in  1990  bought  out  cous- 
ins: "They  made  no  contribution  and 
got  a  tremendous  amount  of  mon- 
ey." Recently  bought  remaining  50% 
of  Aspen  ski  resort  from  Mar\'in  Da- 
vis. Crown  fortune,  including  stakes 
in  N.Y.  (baseball)  Yankees,  Chicago 
(basketball)  Bulls,  estimated  at  $2.2 
billion. 


Walter  Hubert  Annenberg 

Publishing.  Wynnewood,  Pa.;  Ran- 
ch© Mirage,  Calif  85.  Divorced,  re- 
married; 1  daughter  (1  son  deceased). 
Son  of  Moses  Annenberg  (d.  1942), 
tough  founder  of  what  became  Trian- 


gle Publications  (Philadelphia  Inquir- 
er, Daily  Racing  Form).  Walter,  at  32, 
inherited  debt-ridden  company,  ex- 
panded. Took  TV  Guide  national 
1953,  now  American  institution.  Also 
Seventeen,  Good  Food;  sold  Inquirer 
1970.  Nixon's  ambassador  to  Britain 
(1969-74).  Sold  Triangle  to  Rupert 
Murdoch  (which see)  1988.  Awesome 
art  collection;  recently  paid  $57  mil- 
lion for  a  van  Gogh,  turned  it  over  to 
NYC  Metropolitan  Museum  of  Art — 
complete  collection  will  go  there 
upon  death.  Preeminent  philanthro- 
pist: "Giving  is  a  mark  of  citizenship." 
Annenberg  Foundation  contains 
$1.5  billion:  $50  million  to  United 


Waiter  Annenberg, 
wife  Lenore,  students  at 
Peddie  Sciiooi  (ieft); 
On  Peddie's  1927 
senior  prom  committee 
(he's  at  top  rigint):  re- 
action to  their  $100  mil- 
lion gift  (below) 
Gifts  this  year 
have  totaled  $365 
million  so  far. 
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Many  of  the  scooters  making 
their  reputations  on  the  historic 
streets  of  Rome  are  made 
in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  motor 
scooters,  we're  riding  high.  Thanks 
to  companies  like  San  Yang. 
And  their  Passing  1  lOSR. 

This  scooter  is  the  class  of  its 
SANNTING  class.  It  has 
an  itinovative,  high  performance 
engine  —  the  most  powerful  you 
can  find  in  a  mid-size  scooter.  It's 
also  the  first  scooter  in  the  world 
to  use  an  air-intake  body  design, 
which  cools  the  engine  and 
adds  aerodynamic  stability. 

And  the  emission  con- 
trol system  is  so  advanced  it  meets 
some  of  the  strictest  environ- 
mental regulations  in  the 
world.  Combine  this 
power  and  engineer- 
ing with  sports  car 
design  and  styling, 
and  it's  no  wonder 
it's  referred  to  as  the 
Ferrari  of  scooters. 


Taiwan. 


rr.rt 


But  San  Yang  is  only  one  of 
many  examples  of  world-class  qual- 
it7  coming  from  Taiwan  today. 

Acer  Computer  made  the  first 
PC  in  the  world  to  automatically 
upgrade  to  five  times  its  power  by 
simply  plugging  in  a  microchip. 

ProKennex  was  the  first  to  use 
aerospace  materials  in  tennis  rac- 
quets. They  took  carbon  fiber  graph- 
ite from  rockets  and  put  it  into 
racquets  to  make  them  lighter, 
stronger  and  more  flexible. 

But  our  biggest  innovation  is 
making  this  cutting-edge  tech- 
nology and  world-class  quality 
surprisingly  affordable. 

So  if  you're  looking  for  a  PC,  a 
tennis  racquet  or  a  motor  scooter, 
all  roads  lead  to  Taiwan. 


OUER  $1.000,000.000 


Negro  College  Fund  1990,  millions 
to  alma  mater  U.  of  Pennsylvania's 
Annenberg  School  lor  Communica- 
tion. Gifts  in  1993:  $365  million  cash 
to  four  schools — Harvard  College, 
Peddie  School,  use,  U.  of  Pennsylva- 
nia. Also  $60  million  to  fund  math 
and  science  programs  on  public  TV. 
And  $10  million  to  LA  art  museum. 
His  share  Triangle  sale,  art,  GM  stock 
estimated  at  $2.1  billion  or  more. 
Other  Annenberg  heirs  share  over 
$800  million. 


Richard  Marvin  DeVos 
Jay  Van  Andel 

Partners.  Amway  Corp.  Ada,  Mich. 
Richard,  67;  Jay,  69.  Both  married,  4 
children  each;  all  children  on  compa- 
ny's policy  board.  Partners  were  next- 
door  neighbors,  high  school  buddies. 
DeVos'  father  electrician;  Van  An- 
del's  car  dealer.  After  WWII  tried 
flying  serx'ice,  then  hamburger  stand, 
then  vitamin  distributorship.  Devel- 
oped successful  distribution  network. 
After  quarrel  1959,  pulled  out,  took 
distributors  with  them.  Started  Am- 
way in  their  basements.  First  prod- 
uct— biodegradable  soap;  bought 
distribution  rights  from  struggling 
Detroit  chemist.  Sold  so  much  soap  in 
2  years,  opened  own  plant  outside 
Grand  Rapids.  Eventually  over  400 
products  sold  person-to-person; 
preaching  American  dream,  free  en- 
terprise to  recruit  salespeople.  From 
1970s,  also  Australia,  U.K.,  France, 
Germany,  Japan.  Independent  Am- 
way distributors  sued  by  Procter  & 
Gamble  for  spreading  damaging  ru- 
mors. Company  continues  to  boom: 
marketing  pacts  with  big  names  (MCI, 
Firestone,  Coca-Cola);  claims  near  $4 
billion  in  sales.  Also  real  estate,  jewel- 
r)',  hotels.  With  Irwin  Jacobs,  failed  in 
1989  $2  billion  bid  for  Avon.  Partners 
share  revival-meeting  dream  ma- 
chine, sales  operation  worth  some- 
thing north  of  $3.5  billion. 


Sid  Richardson  Bass 
Lee  Marshall  Bass 

Brothers.  Oil,  investments.  Two  of  4 
sons  of  Peny  Richardson  Bass,  whose 
uncle,  oil  tycoon  Sid  Richardson, 
started  with  $40  from  Perr)''s  mother. 
Left  bulk  of  reported  $100  million 
estate  to  charity  1959,  some  to  Peny, 


who  built  new  $50  million  oil  empire 
by  1968.  Retired,  gave  reins  to  newly 
minted  Stanford  M.B.A.  Son  Sid:  50. 
Divorceci,  remarried;  2  children.  With 
Stanford  classmate  Richard  Rainwa- 
ter (which  see),  brother  Lee,  started 
doing  deals  1970.  Marathon  Oil 
($160  million  estimated  profit),  Tex- 
aco ($4-50  million);  brothers'  Disney 
shares  worth  over  $2  billion  today. 
Brothers  Robert  and  F.dward  (which 
see)  split  off  1980s.  Ex-wife  Anne 
prominent  NYC  society.  Sid  dumped 
Anne  for  another  socialite,  Mercedes 
Kellogg,  1986.  Alleged  honeymoon 
spot:  Disney  World.  Lee:  37.  Mar- 
ried, no  children.  Yale  grad  (like  all 
brothers),  Wharton  M.B.A.  Invests 
with  partner  Sid.  "They  find  some- 
thing they  like,  they  understand,  then 
start  buying  into  the  industry." 
Brothers  share  fortune  estimated  at 
$3.5  billion. 


Marvin  Harold  Davis 

Oil,  real  estate.  Beverly  Hills.  68. 
Married,  5  children.  Father  Jack,  Brit- 
ish boxer,  wove  fortune  in  nyc's  gar- 


ment district,  invested  in  oil  poll 
WWII.  Marvin  joined  after  NYU;  "A< 
Wildcatter"  scooped  up  cheap 
leases  in  Rockies.  Has  reputation  i 
selling  at  right  time:  oil  at  peak;  De 
ver,  LA  real  estate  before  bust.  C 
sold  lucrative  properties  to  Hira 
Walker  1979  for  $630  millid 
Bought  Twentieth  Century  Fox  wi 
Marc  Rich  (which  see),  then  boug 
Rich's  share,  sold  in  two  parts 
Rupert  Murdoch  ( which  see).  Also  rc 
estate:  sold  duffer's  paradise,  Pebl: 
Beach  golf  course,  to  Japanese  19'- 
for  $840  million.  Purchased  Bevei 
Hills  Hotel  1986  from  Boesky,  Sic 
kin  families  for  $135  million,  flippi 
to  Sultan  of  Brunei  1987  for  $2( 
million.  Sold  Aspen  Skiing  Co.  intc 
est  to  Lester  Crown  (which  see)  alle 
ediy  for  $100  million.  "Marvin  w 
get  your  last  nickel."  Son  John,  3 
movie  producer  (The  Firm),  sugges 
deals  to  Marvin.  Took  runs  at  UA 
Northwest  airlines  1989;  backed  o! 
but  made  $150  million.  "He's  apla 
er,  and  he  likes  people  to  know  that. 
Estimated  net  worth:  at  least  $1 
billion  visible. 


Marvin  Davis  with 
wife  and  daughter 
It's  not  all  par- 
ties. With  help 
from  son  John 
and  Rudolph  Rein- 
frank,  a  former 
partner  of  Roy  Dis- 
ney's, Davis  is 
looking  for  enter- 
tainment soft- 
ware and  commu- 
nications tech- 
nology companies, 
priced  in  the  $30 
million  to  $150  mil- 
lion range. 
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Idward  C.  (Ned)  Johnson  with  friends  at  Fidelity  Investments 

'We're  rewriting  the  way  financial  services  are  mariteted  in  the  1990s." 


dward  Crosby  Johnson  III 
nd  family 

idclity  Investments.  Boston.  63. 
larried,  2  daughters,  1  son.  Father 
dward  II,  Brahmin  lawyer,  acquired 
iling  Fidelity  Management  Corp. 
946;  built  leading  mutual  fimd  man- 
ner. "The  market  is  like  a  beautiful 
Oman,  always  fascinating,  always 
lystifying."  Fidelity  assets  now  $237 
illion,  25%  larger  than  1992,  John- 
)n  family  believed  to  own  well  over 
0%.  Father  excellent  stock  picker; 
)n  "Ned"  chief  executive  since 
972,  expert  marketer.  Ned  managed 
idustry  downturn  during  1970s;  in 
980s  rebounded  as  company  pushed 
lutual  funds,  computerized.  Strong 
I  service  areas:  e.g..  Fidelity  first  to 
ffer  withdrawal  by  check,  etc.  Has 
ominant  industry  presence,  reputa- 
on.  Created  specialized  mutual 
mds  for  every  investor  strategy  to 
lin  market  share.  Expanded  services 
I  face  of  1987  stock  crash;  currendy 
lanaging  discount  brokerage  firm, 
iternational  funds.  Beginning  to 
lake  presence  felt  in  boardrooms  as 
ation's  largest  (and  often  long-term) 


stockholder.  Publishes  Worth  maga- 
zine; has  real  estate,  other  assets. 
Ned's,  family's  stake  is  believed  to  be 
at  least  $1.7  billion. 


Lawrence  J.  Ellison 

Oracle  Corp.  Atherton,  Calif.  49.  Di- 
vorced, 2  children.  Grew  up  South 
Side  of  Chicago.  U.  of  Chicago,  U.  of 
Illinois  dropout;  sought  fortune  in 
Silicon  Valley.  Worked  at  Amdahl 
Corp.:  helped  develop  first  IBM-com- 
patible mainframe.  Went  to  Ampex 
1973.  Began  Oracle  1977  with 
$1,850  in  small  office  in  Santa  Clara 
with  Robert  Miner.  Saw  IBM  paper  on 
new  computer  language  to  produce 
new  database  products,  beat  IBM  to 
market;  sales  took  oft.  Pushed  sales 
numbers  too  hard;  Oracle  stock  col- 
lapsed 1990.  Forced  to  rethink  man- 
agement philosophy.  "We  were  an 
adolescent  company.  Our  goal  was 
growth,  much  like  an  adolescent." 
Brought  in  high-powered  outside 
management.  Cut  costs,  refocused 
energies  on  quality.  Replaced  Oracle 
6  database  with  new,  industry-hailed 


Lawrence  Joseph  Ellison 

From  dsitabase  software,  a  billion. 


Oracle  7.  Oracle  recovery  matched  by 
stock.  "Two  years  ago,  1  thought  only 
about  getting  to  the  next  quarter. 
Now  I  get  to  spend  time  with  custom- 
ers, think  about  where  the  industry  is 
today,  where  it's  been,  where  it's 
going."  Lifelong  Republican  who  re- 
grets publicly  endorsing  Clinton. 
Hard-luck  surfer  and  bicyclist:  has 
suffered  broken  ribs,  neck  and  elbow. 
But  with  Oracle  hanging  ten,  his  stock 
recently  worth  over  $1 .6  billion. 


Leslie  Herbert  Wexner 

The  Limited  Inc.  New  Albany,  Ohio; 
NYC.  55.  Married.  After  Ohio  State, 
dropped  out  of  law  school,  helped  at 
father's  store.  In  1963  borrowed 
$5,000  from  aimt  to  try  own  idea:  sell 
sportswear  to  women.  First  year's 
sales  $160,000.  But  concept  was 
right:  built  national  chain;  went  pub- 
lic 1969.  Acquired  Victoria's  Secret, 
Henri  Bendel,  Abercrombie  &  Fitch, 
Lane  Bryant.  Very  active  civic  affairs; 
60,1 12-square-foot  mansion  com- 
pleted this  year  at  cost  of  over  $20 
million,  also  building  5,000-acre  lux- 
ury residential  estate  with  longtime 
associate  John  Kessler  to  go  with 
mansion:  approx.  5,000  homes  at 
modest  $300,000  to  $1  million  each 
to  be  built  as  long-term  project.  Oth- 
er area  projects  include  52 -acre  edu- 
cational facility  for  New  Albany  pub- 
lic schoolers.  Scheduled  opening:  fall 
1995.  Has  given  generously  to  educa- 
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Made  in  Wim 


Many  of  the  tennis  racquets 
making  their  reputations  at 
Wimbledon  are  made  in  Taiwan. 

That's  right.  Taiwan. 

When  it  comes  to  tennis 
racquets,  we're  not  an  imitator. 
We're  the  innovator.  In  fact, 
over  80%  of  the  world's 
performance  racquets  — 
including  many  of  the 
top  name  brands  —  are 
made  in  Taiwan. 
TTianks  to  companies 
like  ProKennex. 

Take  this  ProKennex 

Asymmetric  265.  Notice 

the  shape.  Asymmetrical.  It's 

the  first  tennis  racquet  of  its  kind 

Mi      in  the  world.  Tech- 
PFioMm^ 

KENNEX  nically  speaking, 
ProKennex  designed  a  one-piece 
graphite,  wide-body  racquet  and 
varied  the  frame  width  in  differ- 
ent quadrants  that  respond  with 
opposing  frequencies,  instantly 
cancelling  out  resonance.  In 
other  words,  you'll  crush  the  ball 


— 


with  unprecedented  precision. 

But  ProKennex  is  only  one  of 
many  examples  of  world-class 
quality  and  innovation  coming 
from  Taiwan  today. 

Take  Acer.  In  February  1993, 
the  AcerPower  486e  DX2/50  was 
rated  number  one  overall  in  PC 
World  magazine's  search  for  the 
best  PC.  And  Giant's  ATX®  770 
mountain  bike  was  named  1992 
Bike  of  the  Year  by  Mountain 
Biking  magazine. 

But  our  biggest  accomplish- 
ment is  making  this  cutting-edge 
technology  and  world-class 
quality  surprisingly  affordable. 

So  if  you're  looking  for  a 
mountain  bike,  a  PC  or  a  tennis 
racquet,  it's  advantage  Taiwan. 


OUER$l,OqO,000,000  


Leslie  Wexner, 
bride  Abigail 

At  55,  Wexner  is  marrying  for  the 
first  time,  but  apparently  Abigail  was 
worth  the  wait:  associates  say 
they've  never  seen  Wexner  so  happy. 


NYC.  53.  Single.  Joined  in  1970;  exee- 
utive  VP;  1980  Libertarian  vr  candi- 
date. Survived  Los  Angeles  USAir 
crash  1991  in  which  34  passengers 
died:  "1  thought  calmly,  'I  have  had  a 
lot  of  interesting  experiences-  in  my 
life,  and  now  I  am  about  to  have  the 
experience  of  death.'  "  Bitter  fight 
with  brothers  Fred  and  William 
(which  sec)  over  control  of  company: 
Bill  (David's  twin)  claimed  company 
mismanaged,  dividends  chintzy. 
Charles:  Bill  had  "various  psychiatric 
ailments."  Dissident  brothers  settled 
1983  for  crazy  sum  of  $1  billion. 
David:  "They  wanted  the  cash  and 
they  got  it.  But  we  got  the  company." 
Company  subject  of  1989  Senate  in- 
vestigation on  stealing  oil  from  Indi- 
ans in  Southwest:  David  and  Charles 
charge  plot  by  Bill  to  discredit  busi- 
ness. Company  cleared.  Don't  need 
Indians'  oil:  Charles  and  David  each 
have  40%;  each  is  worth  estimated 
$1.5  billion. 


WiUiam  Bernard  Zi£f  Jr. 
and  family 

Publishing.  Manalapan,  Fla.  63.  Di- 
vorced, remarried;  3  sons  from  first 
marriage.  Father  WWI  aviator,  noted 


lecturer,  author,  cofounded  Ziff-Da 
vis  1927;  died  1953,  Bill  24.  "1  didn' 
grow  up  with  businessmen  as  my  he 
roes,  but  my  dad  died  and  1  wanted  ; 
piece  of  him."  Bought  out  Davisj 
expanded  into  upwardly  mobiU 
niches:  Car  &  Driver,  Boating,  Yacht 
ing,  etc.,  ultimately  some  35  niaga 
zines,  6  TV  stations.  Sold  while  fight 
ing  cancer  1980s:  stations  for  aboui 
$100  million  1983;  12  trade  maga| 
zines  to  Rupert  Murdoch  ( which  see\ 
for  $350  million;  12  consumer  magal 
zines  to  CBS  for  $363  million  1985i 
CBS  sued,  claiming  misleading  finanj 
cial  information,  inflated  sales  pricej 
but  sold  at  profit  1987;  suit  now 
inactive.  ZifiF  Communications  kept 
built  up  computer-related  titles:  PC 
Magazine,  PC  Week,  PC/Computing 
among  strongest  in  business.  New 
launch:  Windows  Sources,  doing  weL 
(but  2  small  mags  recently  closed) 
Total  circulation  over  3.2  million 
performing  well  in  tough  magazine 
market.  "We  live  in  an  age  of  strati 
fied,  separated,  targeted  markets  that 
are  information-hungry;  the  fijture  i; 
narrowcasting,  not  broadcasting.' 
Private  family  N.J.  trust  company 
controls  inheritance,  services  trusts 
which  may  lessen  danger  of  fijture 


tional  and  Jewish  causes.  Recently 
married  New  York  lawyer  Abigail  S. 
Koppel,  31;  wedding  reception  in- 
cluded half-hour  fireworks  show.  Es- 
timated worth:  $1.6  billion. 


Charles  de  Ganahl  Koch 
David  Hamilton  Koch 

Brotliers.  Oil  services.  Sons  of  Fred 
(d.  1967),  cofounder  Winkler-Koch 
Engineering  Co.  1925.  Developed 
thermal-cracking  refining  process  to 
extract  extra  gas  from  crude  1928; 
U.S.S.R.  a  customer.  Early  (1958) 
member  John  Birch  Society.  Four 
sons  inherited  $250  million  (sales)  oil 
marketer;  renamed  it  Koch  Indus- 
tries. Charles:  Wichita,  Kans.  57. 
Married,  2  children.  Joined  Koch  af- 
ter management  consulting  gig. 
Three  mit  degrees.  Workaholic  chair- 
man; bought  refinery,  then  chemicals, 
pipelines,  ranching.  Koch  Industries 
now  second-largest  (revenues)  fam- 
ily-owned business  in  U.S.,  after  Car- 
gill;  sales  over  $19  billion.  David: 


William  Ziff 
"Bill  has  to  be 
the  smartest 
person  in  every 
room,"  says  an 
associate.  "It's 
not  competition, 
it's  mastery." 
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family  squabbles  over  estimated  $1.5 
billion  fortune. 


Ray  Lee  Hunt  and  family 

Inheritance,  oil,  real  estate.  Dallas. 
51 .  Married,  5  children.  Runs  fortune 
for  "second  femily"  (of  3)  of  H.L. 
Hunt,  legendary  Texas  oilman  who 
married  Ruth  Ray  and  adopted  kids  in 
1957  after  death  of  first  wife  in  1955 
(long-kept  secret  from  each  other — 
see  Caroline  Hunt,  Margaret  Hunt 
Hill).  His  mother  Ruth  Ray  Hunt: 
Dallas.  76.  Widowed,  4  children.  His 
sister  Ruth  June:  Dallas.  48.  Single. 
Professional  Christian  speaker-singer. 
Sister  Helen:  NYC.  44.  Divorced,  re- 
married; 6  children.  Sister  Swanee: 
Denver.  42.  Divorced,  remarried. 
With  Helen,  helps  social  causes  for 
mentally  ill,  poor.  Family  inherited 
Hunt  Oil  Co.,  etc.  1974,  compara- 
tively small  part  of  H.L.  Hunt's  em- 
pire; split  from  first  family,  but  on 
agreeable  terms.  Ray:  Conservative 
money  manager,  turned  company 
around,  expanded  as  first  family 
brothers  sank  into  silver  debacle,  oil 
bust.  Aggressive  on  oil  plays:  Hit  real 
big  time  with  North  Yemen  oil  strike 
1984;  10%  Beatrice  oilfield  North 
Sea.  Also  Woodbine  Development, 
other  Dallas,  Ft.  Worth  real  estate;  oil 
refinery,  etc.  Active  in  civic  affairs. 
"Because  of  the  way  he  spells  his  last 
name,  Ray's  had  to  earn  his  respect 
twice."  Family  big  political  support- 
ers. Not  involved  in  first  family's  silver 
play,  bankruptcy.  Net  worth  estimat- 
ed to  be  over  $1.5  billion. 


Samuel  Curtis  Johnson,  working  on  his  second  billion 

This  year  S.C.  Johnson  &  Son  paid  $1.15  billion  for  Bristol-Myers  Squibb's 
Drackett  Co.;  Drackett's  Windex,  Vanish  and  Drano  brands 
will  fit  nicely  with  Johnson's  Wax,  Raid  and  Pledge. 


Ray  Hunt,  oil  man,  getting  into  hotels 
"He's  a  selective  buyer." 


Samuel  Curtis  Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis.  65. 
Married,  4  children.  Great-grandfa- 
ther, parquet  flooring  salesman, 
founded  famous  floor  wax  firm  1886. 
Sam,  fourth  generation,  new  prod- 
ucts director  1955;  encouraged  non- 
Johnson's  Wax  items  (Raid,  Glade, 
Edge),  now  among  company's  most 
profitable  lines.  "We  are  polishing  the 
floors  and  fiarniture,  cleaning  the 
rugs,  killing  the  bugs,  sweetening  the 
air  and  waxing  the  old  man's  car.  And 
whenever  you  get  bit  by  a  mosquito, 
remember,  I'm  smiling."  In  1993 
expanded  and  contracted:  bought 
Drackett  division  of  Bristol-Myers 
Squibb  (Windex,  Vanish,  Drano), 
sold  parts  of  personal  care  products 
line  (Curel,  Agree).  "They  realized 
they  were  better  at  making  household 
products  than  hair  products."  Very 
private  about  business  profitability 
but  took  sideline  company  Johnson 
Worldwide  Associates  public  anyway: 
family  wanted  liquidity'.  Four  children 
active  in  main  firm:  Curt,  38,  runs 


'lliiiilittiiii'-'' 

Mexican  operations;  Helen,  36,  runs 
worldwide  consumer  marketing  ser- 
vices; Fisk,  35,  home  care  business, 
consumer  products  North  America; 
Winifred,  34,  part-time  public  rela- 
tions, investor  in  Windmark  music 
studio.  Sam  controls  60%  of  family 
company.  Likes  nature  photography 
and  flying  planes.  Estimated  net 
worth  slightiy  over  $1.5  billion. 


Gordon  Earle  Moore 

Intel  Corp.  Santa  Clara  County,  Calif. 
64.  Married,  2  children.  Born  San 
Francisco.  Berkeley;  CalTech  Ph.D. 
1954  (physics,  chemistry).  Joined 
William  Shockley,  coinventor  of  tran- 
sistor, 1956.  One  of  8  founders  Fair- 
child  Semiconductor  1957.  Co- 
founded  Intel  1968;  made  world's 
first  microprocessor  1971.  Revenues 
1992:  $5.8  billion.  In  1965  predicted 
power  of  chips  would  double  every  18 
months;  known  as  Moore's  Law.  Last 
year  beat  NEC,  Toshiba:  now  world's 
largest  semiconductor  supplier.  Still 
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Gordon  Moore 
with  Intel  Corp. 
coworkers 
Moore's 
Law— that  the 
power  of 
semiconduc- 
tors doubles 
every  18 
months  or 
so — has  lately 
applied  to  In- 
tel's stock 
price:  up  four- 
fold since  1990. 


drix'cs  pickup  truck  to  work.  Fishes  all 
over  world;  3-month  sabbaticals  ev- 
ery 7  years.  Gave  $16.8  million  for 
CalTech's  Moore  engineering  build- 
ing. Shares  were  recently  worth  $1.5 
billion. 


Philip  Hampson  Knight 

Nike,  Inc.  Hillsboro,  Ore.  55.  Mar- 
ried, 2  sons.  U.  of  Oregon  track  star. 
M.B.A.  Stanford,  1962;  wrote  mar- 
keting paper  on  potential  of  selling 
athletic  shoes  made  in  Far  East.  "Ev- 
er)'body  was  writing  about  computers 
and  electronics,  but  all  1  really  knew 
about  was  running."  Price  Water- 
house  CPA;  moonlighted  importing 
Japanese  track  shoes  with  former  col- 
lege track  coach.  Bill  Bowerman  (co- 
founder  Nike  and  designer  of  track 
shoes).  Started  making  own  shoes 
1971  under  new  name:  Nike.  Prolif- 
erated styles,  gimmicks:  introduced 
waffle  soles  1972;  air-cushioned  in- 
soles 1979.  Heavy  advertising.  Went 
public  1980.  Sales  boomed,  yet  Ree- 
bok bumped  Nike  from  top  spot 
1986.  Seven-year  footrace  since:  now 
33%  market  share,  Reebok  25%  (see 
Fireman).  Sneakers  go  only  so  far: 
Nike  offering  apparel,  accessories, 
outdoor  shoes.  This  fall  Nike  will 
prt)vide  uniforms  for  10  top-ranked 
college  football  and  basketball  teams: 
"I  still  get  a  thrill  when  1  see  our 
products  performing  at  the  highest 
level  in  the  world."  And  promoted. 
Still  avid  runner,  tennis  player.  Stock 
sale  proceeds,  shares  recentiy  worth 
$1.4  billion. 


Peter  £.  Haas  Sr. 
and  family 

Blue  jeans.  San  Francisco.  74.  Mar- 
ried, 3  children.  Levi  Strauss  died  a 
bachelor,  left  company  to  4  nephews, 
sons  of  only  sister  (see  other  Haases). 
Walter  Haas  Sr.  (d.  1979)  married 
Levi  Strauss'  grandniece,  ran  Levi 
Strauss  &  Co.  1928-55.  His  sons 
Walter  Jr.,  Peter  joined;  Peter  after 
Harvard  Business  School .  Walter  han- 
dled advertising  and  marketing;  Pe- 
ter, operations  and  finance.  Walter 
president  1958-70;  Peter  president 
1970-81.  Walter's  son  Robert  (which 
see)  took  company  private  again  1985 
in  $1.6  billion  leveraged  buyout.  Ap- 
plied basic  LBO  principle:  use  big  cash 


flow  to  pay  down  debt.  Peter  now 
active  director,  chairman  executive 
committee  world's  largest  apparel 
firm.  Spends  time  with  string  of  Mor- 
gan ponies.  Debt  paydown,  rising 
sales,  profits  pushing  Peter's  28%  up 
to  estimated  $1 .4  billion. 


Gordon  Peter  Getty 

Inheritance.  SF.  59.  Married,  4  sons. 
Son  of  legendary  oilman  Jean  Paul 
Getty.  "Gordo"  joined  Getty  Oil,, 
rebelled  against  corporate  culture; 
more  interested  in  music  than  oil.  Toi 
SF's  Conservatoire  of  Music  1960s. 
Still  composes  and  conducts.  Sued 
father  for  dividend  income  in  1966. 
Blasted  by  father's  lawyers,  but  only 
relative  at  dad's  deathbed  in  1976  (see 
also  J.  Paul  Jr.).  Became  trustee  Sarah 
C.  Getty  Trust  (named  after  late 
grandmother),  which  held  40%  Getty 
Oil.  In  1976  niece  Anne  Earhart 
(which  see)  filed  lawsuit  to  oust  him. 
In  1984  Gordon  touched  oft  Texaco- 
Pennzoil  catastrophe  by  1984  sale  of 
Getty  Oil  to  Texaco.  Long  criticized 
as  businessman,  but  sold  business  at 
height  of  oil  prices,  doubled  family 
fortune  to  $3  billion,  tripled  income. 
Family  suit  settled  1988  with  dissolu- 
tion of  fortune  into  separate  trusts  run 
for  and  by  family  members.  Now 
dabbles  in  economics:  backing  theor}' 
to  abolish  central  bank  and  have  en- 
tire U.S.  currency  based  on  a  giant 
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mutual  fund  system.  No  word  from 
Wasliington  on  reaction.  While  wait- 
ing, Gordo  has  an  estimated  $1.4 
billion  to  invest. 


William  Redington  Hewlett 

Hewlett-Packard.  Porttjia  Valley, 
Calif  80.  Widowed,  remarried  1978; 
5  children,  5  stepchildren.  Founded 
HP  with  Stanford  buddy  David  Pack 
ard  (which  see)  in  garage  that  is  now 
landmark  birthplace  of  Silicon  Valley. 
"We  didn't  have  any  plans  when  we 
started.  We  were  just  opportunistic.'' 
MIT  master's  thesis:  designed  audio 
oscillator  to  measure  soimd.  Walt 
Disney  bought  8  for  Fantasia.  Fo- 
cused on  engineering  while  Packard 
managed  business.  Favorite  product 
is  shirt-pocket-size  calculator.  Hoped 
to  break  even  with  10,000;  sold 
100,000  the  first  year.  'That  shows 
you  how  wrong  you  can  be,  fortu- 
nately." Sum  of  wrong  guesses  in 
electronics,  computers:  $16.4  billion 
sales  1992.  Business  philosophy:  "We 
did  not  want  to  run  a  hire-and-fire 
operation,  but  rather  a  company  built 
on  a  loyal  and  dedicated  work  force." 
Retired  1987.  Enjoys  outdoors:  fish- 
ing, skiing.  "He's  modest  and  unas- 
stmiing  and  is  happiest  in  the  compa- 
ny of  family  and  close  friends,"  says 
David  Gardner,  head  of  Hewlett's 
foundation  holding  over  $800  mil- 
lion. Gave  $50  million  to  Stanford 
1986,  more  since  then.  Remaining  Hr 
stock  still  worth  over  $1 .4  billion. 


Joan  Beverly  Kroc 

Inheritance.  Rancho  Santa  Fe,  Calif 
65.  Divorced,  widowed;  1  daughter 
from  first  marriage.  Third  wife  of 
Raymond  Kroc,  milkshake-machine 
salesman  out  of  Chicago  who  built 
McDonald's  Corp.  into  giant  world- 
wide purveyor  of  a  classic  American 
cuisine.  Bought  into  McDonald 
brothers'  San  Bernardino  burger  joint 
1954;  bought  them  out  for  $2.7  mil- 
lion 1961.  Joan:  musician,  music 
teacher.  Met  Ray  St.  Paul,  Minn., 
1957;  she  was  performing  in  dinner 
club,  he  was  trying  to  line  up  McDon- 
ald's franchises.  She  was  28,  he  was 
54.  Wed  1969.  On  Ray's  death  1984 
inherited  stock,  etc.  Became  active 
philanthropist,  humanitarian.  Re- 
cently set  up  $1  million  fund  for 


Joan  Kroc 

$60  million  for  Ronald  McDonald. 


college  scholarships  to  African-Amer- 
ican, Latino,  Asian -American  low-in- 
come students.  Has  given  money  to 
causes  ranging  from  aids  research  to 
famine  relief.  Valentine  gift  of  $60 
million  to  Ronald  McDonald  Houses 
(for  kids  with  cancer)  in  February'. 
"The  things  1  believe  in,  I'll  spend 
money  on."  Her  "pinecone"  Fa- 
berge  egg  estimated  at  $3  million. 
Remaining  McDonald's  stock,  other 
assets  recently  worth  $1.35  billion. 


Laurence  Alan  Tisch 
Preston  Robert  Tisch 

Brothers.  Loews  ('orp.  Their  10  big- 
gest investment  deals:  10)  Real  estate. 
Bought  Lakewood,  N.J.  resort  with 
father  1946.  Built  $17  million  Florida 
hotel  1958,  now  15-hotel  chain.  9) 
Gained  control  Loews  Theatres 
1959.  8)  Added  Lorillard  (tobacco) 


1968.  7)  Added  (  NA  Financial  Insu 
ance  1974.  6)  Bulova  watch,  1978.  ^ 
25%  c:bs,  staged  boardroom  couj 
1986.  Moved  fast:  sold  magazine 
record,  music  publishing  division 
1987  88;  paid  down  some  debt.  4 
Falling  bank  stocks  1990-91,  fe 
some  more;  recovered.  3)  Undei 
wrote  risky  Saatchi  &  Saatchi  stoc 
oftering  1991.  2)  Larry  (througi 
Loews)  bought  Macy's  stake;  Chap 
ter  11.  Bid  for  Canary  Wliarf  199 
rejected  by  banks;  doesn't  count.  1 
Stole  David  Letterman  from  NBC 
profit  yet  undetermined.  Larry:  NY( 
Westchester  County,  N.Y.  70.  Mar 
ried,  4  children.  "Mr.  Inside,"  be 
hind-the-scenes  financial  and  stratc 
gic  planner.  Graduated  NYU  at  LS 
master's  in  electrical  engineering,  at 
tended  Harvard  Law.  Business  philos 
ophy:  "Profits  will  follow  from  quali 
ty."  FLIdest  son  Andrew  runs  Loril 
lard.  Bob:  NYC  and  Harrison,  N.Y.  67 


ABOVE: 

Preston  Tisch 

LEFT: 

Laurence  Tisch 
Two  days  after 
late-night  talk 
show  host  Da- 
vid Letterman 
began  appear- 
ing on  CBS,  the 
Tisch  clan's 
stock  jumped  by 
$61  million. 
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safety. 

This  professionally  managed  fund  of  predomi- 
nantly Ginnie  Mae  securities  offers  you: 

♦  Monthly  dividends. 

♦  U.S.  government  securities  that  are  among 
the  highest  yielding  on  the  market. 

♦  Securities  that  carry  the  full  faith  and 
credit  of  the  U.S.  government  as  to 
the  timely  payment  of  principal  and 
interest.^ 


When  you  invest  in  the  Franklin  U.S.  Gov- 
ernment Securities  Fund,  you  are  buying 
shares  in  one  of  the  nation  s  oldest  and 
largest  funds  of  this  kind.  With  Franklin, 
you  can  count  on  professional  portfolio 
management. 

Call  your  investment  advisor  or  Franklin 
today. 

1  -800-342-FUND 
EXT  1612 


f  Individual  securities  owned  by  the  fund,  but  not  shares  oi 
the  fund,  are  guaranteed  by  the  U.S.  government.  Yield 
and  share  price  will  vary  with  market  conditions. 

Call  for  a  free  prospectus  containing  more  com- 
plete information,  including  charges  and  expens- 
es. Please  read  it  carefully  before  you  invest  or 
send  money. 


MEMBER   $101    BILLION   F  R  A  N  K  L  I  N  /  T  E  M  P  L  E  T  O  N  GROUP 

FranklinATempleton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  GLAl 
WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  of  international  business,  you  ne 
all  the  leverage  you  can  get.  That's  why  AlG's  strength  and  stability  are  so  important  We're  one  of  the  work 
strongest  insurance  and  financial  services  organizations,  with  over  $13  billion  in  shareholders'  equity  a 


'.  7  billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  of  profitability  is  unsurpassed 
the  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAIG  Companies  have  the 
pacity  to  serve  your  needs  through  all  kinds  of  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc..  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


OVER  $i,oqo.ooo,ooo 


fvlarried;  2  sons,  1  daughter.  ''Mr. 
Outside,'"  client-oriented.  U.  of 
Michigan.  Left  20-month  Postmaster 
General  stint  1988  after  negotiating 
union  contract  that  eluded  predeces- 
sors 12  years.  Hobnobs  with  both 
Democrats  and  members  of  the  GOP. 
Bought  50%  N.Y.  (football)  Giants 
for  $75  million  1991.  Son  Jonathan, 
now  son-in-law  of  Saul  Steinberg 
(which  see),  runs  Loews  Hotels.  Phi- 
lanthropists: NYU  donations  alone  ex- 
ceed $45  million.  Loews  stock,  other 
assets,  make  each  brother  worth  some 
$1.3  billion. 


Donald  Leroy  Bren 

Real  estate.  Newport  Beach,  Calif 
61.  Twice  divorced,  4  children 
(youngest  child  with  longtime  com- 
panion). Pure  California  pedigree: 
father  real  estate  developer/movie 
producer  Milton  Bren.  Stepmother 
Academy  Award-winning  actress 
Claire  Trevor.  U.  of  Washington  on  a 
ski  scholarship;  barely  beaten  for 
Olympic  bid,  1956.  Marine  Corps. 
With  $10,000  bank  loan  built  first 
house  1958;  flourished  in  home 
building  boom.  Sold  out  1970  to 
International  Paper  for  $34  million; 
bought  back  1972  for  reported  $22 
million.  Big  break  1977:  joined  Al 
Taubman,  Milt  Petrie,  Max  Fisher, 
Herb  Allen  (all  of  which  see)  to  buy 
Irvine  Ranch.  Bought  out  most  part- 
ners for  $518  million  1983  (propert)^ 
was  valued  at  $1  billion).  Original 
owners  and  partners,  Joan  Irvine 
Smith  and  Athelie  Clark,  challenged 
price  as  inadequate;  eventually  pair 
awarded  $250  million.  Bren  still  con- 
trols 63,000  acres  Orange  County: 
condos;  office  parks,  etc.  "One  day 
that  will  be  worth  a  lot  of  money," 
say  sources  amid  California  real  estate 
bust,  but  "now  it's  worth  s-  t."  Bren 
cut  staff,  operations,  but  gearing  up 
to  build  more  residential  units  with 
own  construction  company.  While 
waiting  for  better  times,  cash  flow 
still  believed  good  enough  to  support 
estimate  of  his  equity  at  $1.3  billion 
or  more. 


Samuel  Jayson  LeFrak 

Real  estate.  NYc;.  75.  Married,  4  chil- 
dren. Joined  immigrant  father's  con- 
struction firm  after  U.  of  Maryland, 


took  over  1948.  With  postwar  short- 
ages, bought  forests  for  lumber;  later 
manufactured  own  bricks,  concrete. 
Developed  over  200,000  apartments, 
became  largest  private  U.S.  apart- 
ment landlord  (currently '  owns 
94,000):  "I'm  like  a  farmer,  but  rath- 
er than  reap  2  crops  a  year,  I  bring  in 
12  .  .  .  each  month  when  our  rents 
come  in."  Developed  Brooklyn  and 
Queens  ( Lefrak  City),  etc.  Later,  Wall 
Street  area  (Battery  Park  Cit)').  Also 


Sam  LeFrak 

Now  the  country's  biggest,  and 
maybe  happiest,  private  landlord. 


building  600-acre,  $10  billion  water 
front  site,  Newport,  N.J.,  including 
1 .2-million-sq.-foot  mall  with  Mel  Si 
nion  (which  see);  reportedly  making 
giveaway  deals  while  suffering 
through  real  estate  depression.  AIsc 
interests  in  entertainment,  art,  oil  m<\ 
gas,  investments.  Visible  assets  esti 
mated  at  $1.3  billion. 


Philip  Frederick  Anschutz 

Oil,  railroads,  investments.  Denver! 
53.  Married,  3  children.  Kansas  na 
tive;  U.  of  Kansas.  Father  Fred  oil  rij 
operator,  sold  company  for  $10  mil 
lion,  unknowingly  bought  ranch  oi 
oil-rich  land;  Phil  bought  out  dad  ii 
1961 ,  sold  rigs,  Fred  kept  19%  royalt^ 
rights.  Phil  aggressively  pursued  oil 
gas  leases.  Struck  it  rich  at  Anschut 
Ranch  East  in  Utah,  Wyoming  1970s 
field  first  discovered  by  another  indc 
pendent  company;  perhaps  largesi 
U.S.  gas  field.  Amoco,  others  drill 
family  collects  royalties.  Sold  half  hi 
mineral  rights  to  Mobil  for  $500  mil 
lion  1982,  used  money  to  retire  debt 
now  1  of  7  working-interest  owner 
on  field.  Went  into  minerals,  Denve 
real  estate,  stocks  (nearly  $100  milj 
lion  profit  from  ITT,  Pennwalt)j 
Bought  Rio  Grande  Railroad  foi 
$500  million  1984;  added  Southen 


Philip  Anschutz 
Heir  to  the 
founder  of 
the  legendary 
Anschutz 
Ranch,  this 
low-profile  bil- 
lionaire has 
compounded  his 
inheritance 
impressively, 
most  recently 
by  taking  public 
the  Southern 
Pacific  rail- 
road— at 
50  times 
earnings. 
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Introducing  second  business 

day  service  to  Europe 
by  noon,  or  your  money  bacl(; 


For  those  of  you  who  believe 
every  second  counts, 

that's  183)00  seconds  sooner 
than  the  competition. 

Once  again  Federal  Express  is  shaking  up      of  the  U.S.  If  we  don't,  we'll  refund  your  ship- 
the  world  of  shipping.  Because,  now,  while     ping  charges*  Imagine  what  you  can  do  with 
everybody  else  is  still  trying  to  get  your        five  hours  to  gain  and  nothing  to  lose.  For 
package  delivered  by  5  pm  the  second  busi-    more  information  about  our  new  noon  service 
ness  day,  Federal  Express  can  deliver  to        or  about  the  thousands  of  other  cities  across 
over  50  cities  across  Europe  by  noon  |||^^BP9^I|  Europe  that  we  serve,  just  call 


the  second  business  day  from  much  F^^fHtfe^ 


1-800-247-4747  (TDD:  1-800-238-4461). 


Our  Most  Important  Package  Is  Yours? 


Next  day  service  to  selected  destinations  in  Europe  is  available  from  New  York  City.  Please  call  for  details. 
•Select  postal  codes  wdtfiin  eacfi  city  qualify  for  second  day  by  noon  delivery  to  Europe  with  tfie  money-back  guarantee. 
See  ttie  current  Federal  Express  guide  for  details  and  limitations.  ©1993  Federal  Express  Corporation. 


hm  11. 


These  pieces  of  white  bread 
may  look  the  same,  but  behind  each  one 
is  a  different  company. 

The  same  is  true  with  insur- 
ance products.  Most  consumers  can't  see 
a  real  difference  until  they  look  at  the 
companies  who  sell  them. 

At  Conseco  we  see  our  insur- 
ance products  as  solemn  promises  to 
policyholders.  We  also  understand  that 
the  only  way  to  keep  these  promises  is  to 
be  profitable. 

So  we  brmg  our  products  to 
the  market  more  efficiently,  we  manage 
them  more  effectively,  and  we  remain 
flexible  so  that  we  can  constantly  redi- 
rect our  resources  in  order  to  fine-tune 
performance.  We  are  also  quick  to  imple- 
ment new  ideas  that  keep  products  fresh 
and  meaningful  in  the  marketplace.  And, 
as  truly  active  portfolio  managers,  we 
make  sure  every  penny  we  have  works 
24  hours  a  day,  seven  days  a  week. 

The  way  we  slice  our  white 
bread  has  made  us  a  very  profitable 
company,  a  company  that  can  keep 
its  promises. 


©  1993  Conseco,  Inc 
Contral  #8901-10159 13/931 


Pacific  1988.  Package  considered  by 
many  one  of  worst- run  rail  companies 
in  the  country,  selling  assets  to  meet 
expense  interest.  Public  oflFering  in 
August  sold  at  $13.50  a  share.  Public 
being  soki  turnaroimd  story  before 
turnaround  happens.  With  rr  sale, 
Anschutz  worth  estimated  back  at 
$1.3  billion. 


Stephen  Davison  Bechtel  Jr. 
Riley  P.  Bechtel  and  family  ir 

Engineering,  construction.  SF.  Ste- 
phen: 68.  Married,  5  children.  Riley: 
41.  Married,  3  children.  Owners 
U.S.'  largest  constmction  company. 
Grandson  and  great-grandson  of  pa- 
triarch Warren  Bechtel,  railroad 
builder,  founder  Bechtel  Group.  In 
1960  Stephen  Jr.  took  over  gigantic 
global  constrtiction  company  (built 
Hoover  Dam,  Alaska  Pipeline,  D.C. 
and  SF  subways)  from  Stephen  Sr. 
Riley  moved  up  to  CEO  April  1989. 
Junior  made  big  push  into  nuclear 
facilities;  has  built  or  helped  build 
40%  of  U.S.  nuclear  power  plants. 
Company  still  into  enormous  proj- 
ects; e.g.,  Jubail,  reportedly  $40  bil- 
lion Saudi  industrial  cit)'.  Reagan's 
cabinet  drew  on  Bechtel  execs: 
George  Shultz,  Forbes  Chairman 
Caspar  Weinberger.  Company  diver- 
sified into  real  estate,  coal  early  1980s; 
also  operates  small  power  plants.  In 
1991  annual  revenues  jumped  33%, 
to  $7.5  billion  (1992,  $7.8  billion). 
Reason:  massive  cleanup  of  Kuwait. 
(Iraq    someday.^)    Bechtel  Group, 


Bechtel  Investments,  etc.  now  worth 
estimated  $2.5  billion.  Stephen's  sis- 
ter Barbara  Davies  may  have  silent 
interest. 


John  T.  Dorrance  III 

Bennett  Dorrance 

Mary  Alice  Dorrance  Malone 

Brothers,  sister.  Campbell  Soup. 
Grandfather  Dr.  John  T.  Dorrance 
turned  down  chemistry  professor- 
ships at  4  colleges  to  work  at  uncle's 
Campbell  Preserve  Co.;  invented  pro- 
cess for  making  condensed  soup.  Be- 
came president  after  buying  out  uncle 
1914.  Spent  lavishly  on  parties  during 
Roaring  Twenties;  while  on  vacation 
1929  took  broker's  advice:  "sell 
stocks!"  Emerged  from  great  crash 
unscathed,  but  heavy  drinking  bouts 
weakened  his  health;  died  in  1930. 
Son  John  T.  (Jack)  Dorrance  inherit- 
ed a  $20,000  per  month  allowance 
and  Dad's  drinking  habit.  Jack  be- 
came chairman  1962,  but  no  day-to- 
day responsibilities.  Accomplished 
hunter,  fisherman.  After  divorce  from 
Mary  Alice  Bennett  1963,  his  chil- 
dren John,  Bennett  and  Marv'  Alice 
moved  to  Switzerland  with  mother. 
After  Jack's  death  1989  children  unit- 
ed to  oppose  other  family  members 
who  wanted  to  sell  off"  stock,  assuring 
family  control  of  company  (see  Ham- 
ilton et  al.).  John  T.  Ill  (Ippy):  Dev- 
il's Tower,  Wyo.  49.  Married,  2  chil- 
dren. Manages  17,000  acre  IPY  ranch 
(Ippy  wouldn't  fit  on  branding  iron). 
Bennett:  Paradise  Valley,  Ariz.  47. 


John  T.  Dorrance  III 

The  richest  rancher  anywhere 

near  Devils  Tower,  Wyo. 


Married,  2  children.  Runs  Phoeni: 
investment  firm.  Mary  Alice:  Coates 
ville.  Pa.  43.  Married,  2  children, 
stepchildren.  Has  horse-breeding  op 
eration  on  Iron  Spring  Farm.  Thei 
shares  of  Campbell  recently  wortl 
$3.45  billion. 


David  Rockefeller  Sr.  and  family 

Inheritance;  banking,  real  estate.  NYC 
Tarrytovvn,  N.Y.  78.  Married,  6  chil 
dren.  Grandson  of  John  D.  Rockefel 
ler;  youngest  of  5  brothers  (see  Rockc 
feller  family,  Laiirance,  Winthrop) 
Ph.D.  economics,  U.  of  Chicagc 
1940.  Chase  Manhattan  Bank:  c;Et 
1969-81.  Became  internationa 
statesman.  Major  role  NYC  real  estate 
40%  San  Francisco's  Embarcaderc 
Center.  Led  family  in  1985  cash-ou 
of  Rockefeller  Center,  acceding  tc 
wishes  of  cash-hungry  younger  rela 


Riley  P.  Bechtel 
Riley  and 
his  father 
Stephen's 
mighty 

Bechtel  Group 
is  cleaning  up 
on  Kuwait's 
cleanup. 
Revenues 
have  jumped  a 
third  over  the 
last  two  years. 
But  what  hap- 
pens when  the 
job  is  done? 


David  Rocl<efeller 

Selling  Rockefeller  Center 

was  a  brilliant  coup. 
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he  Titan  Chronograph; 

esigner  Ferdinand  A.  Porsche; 
anufactured  by  IWC  Schaffhauseh 
'orld's  first  titanium  chronograph 
jpphire  crystal  -  Integrated  functiorr 
itudtors  -  Water-resistant  to  60  m- 
two  sizes,  0  36  mm:  $  3495.-  * 
n  d    0   4  2    mm:    $   4995.-  * 

•ORSGHE  DESIGN 

V  IWC 


The  Compass  Watch 
$  5500.-  . 

Suggested  retail  pricft 


The  Titanium  Automatic 
$  1995.- 

Suggested  retail  price 


The  Ocean  2000 
$  4495.- 

Suggested  retail  price 


The  Titan  Chronograph 
$  4995.- 

*  Suggested  retail  price.*;,;", 


The  World-Time  Watcli 
$  3750.- 

Suggested  retail  price 


Porsche  Design  please  call  (800)  521 -51 52 
For  further  information  and  a  complete  color  catalog,  please  call  (800)  432-9330 


OUER$l,OqO.OOO,000 


James  L.  (Bud)  Walton,  noting  interim  goal 

Sam's  younger  brother — he  helped  build  Wal-Mart. 


tives.  Chairman  of  Rockefeller  Group 
Inc.  (diversified  investment  firm  now 
80%  owned  by  Mitsubishi  Estate 
Co.).  Turned  over  Rockefeller  Finan- 
cial Services  (family's  main  money 
manager)  in  1992  to  son,  David  Jr., 
52.  David  Sr.'s  investments  in  real 
estate,  his  branch's  trusts,  etc.,  esti- 
mated at  least  $1.1  billion. 


David  Howard  Murdock 

Real  estate,  takeovers.  Bel  Air,  Calif; 
NYC.  70.  Divorced,  widowed,  remar- 
ried; 2  sons.  Traveling  salesman's  son, 
dropped  out  of  high  school.  After 
WWII  to  Detroit,  borrowed  $1,800 
to  buy  diner,  sold  for  profit.  Then 
Phoenix:  built  homes,  founded  bank, 
accumulated  $100  million  fortune; 
Phoenix  market  collapsed  1964.  With 
remaining  $1  million  moved  to  LA 
1966,  invested  in  real  estate,  small 
companies.  Helped  merge  Iowa  Beef 
Processors  into  Occidental  Petro- 
leum, quarreled  with  Armand  Ham- 
mer, but  left  with  $100  million. 
Helped  save  Continental  Group  from 
raider  Sir  James  Goldsmith  1984, 
bought  out  1985  for  about  $150 
million.  '■''Murdock  manages  to  get 
bought  out,  and  he  manages  to  get 
bought  out  pleasantly.  That's  part  of 
his  genius."  Merged  Flexi-Van  into 
Dole  Food  Co.  (formerly  Castle  & 
Cook),  now  has  23%;  is  chairman, 
CEO.  Bought  Cannon  Mills  1982, 


David  Howard  Murdock 

The  "White  Knight"  did  not  ride 

rescue  on  any  deals  last  year. 


sold  to  Fieldcrest  Mills  1985.  Owns 
Cornhusker  Hotel  in  Lincoln,  Nebr., 
Harbor  Court  in  Baltimore;  country 
clubs;  other  real  estate;  Arabian  hors- 
es. Prominent  GOr  fundraiser.  Esti- 
mated at  around  $1.1  billion. 


James  Lawrence  Walton 

Wal-Mart  Stores.  Bentonville,  Ark. 
71.  Divorced,  2  daughters.  Operated 
small  5-and-IO-cent  store  in  Missou- 
ri. Pooled  fortunes  with  older  brother 
Sam  Walton  (d.  1992)  when  Sam's 
merchandising  concept  in  rural  towns 
took  oft'  1950.  Brothers  expanded 
chain  to  16  stores  in  10  years.  Mas- 


tered logistics  of  supplying,  managing 
large  chain.  Became  Wal-Mart  1962 
spread  across  countn'.  Now,  $55.3 
billion  (1992  revenues)  chain,  ove 
2,000  Wal-Marts  and  Sam's  Clubs 
Jim  handled  real  estate.  Quiet,  lov 
profile;  prefers  solitude  of  fisherman' 
boat  in  Venezuela,  Argentina  and 
Alaska,  etc.  to  Bentonville  headquar 
ters.  His  40.4  million  shares  recenth 
worth  $1.1  billion;  world's  riches 
good  ol'  boy. 


Kathryn  McCurry  Albertson 
and  family  -k 

Albertson's  Inc.  Boise,  Idaho.  86 
Married,  1  daughter.  Widow  of  Jo 
seph  Albertson:  Kay  met  Joseph  ii 
college.  He  dropped  out  during  Dc 
pression  to  manage  Kansas  Safewa\ 
store.  In  1939  began  Boise  grocen 
with  life  savings  of  $5,000,  $7,50( 
loan.  In  1969  partnership  with  Leon 
ard  Skaggs  (which  see);  develope 
grocery  store,  drugstore  under  one 
roof,  common  checkout  line.  Spli 
amicably  1977,  each  took  29  stores 
Expanded  his  Albertson's  into  sixth 
largest  operator  of  joint  food  anc 
drug  stores.  "To  be  successful  in  an\ 
business,  you  have  to  have  the  prod 
uct  people  are  willing  to  pay  for,  plu: 
tender  loving  care."  Died  Januan, 
left  Kay  half  of  his  stock,  worth  $51<'- 
million;  also  similar-size  family  trust. 


Robert  \^^lliam  Galvin 

Motorola.  Barrington  Hills,  111.  71 
Married,  4  children.  Father  Paul  (d 
1959)  founded  Galvin  Mfg.  192,^ 
with  $565 :  first  made  car  radios;  walk 
ie-talkies  WWII.  Robert  groomed  foi 
business  from  childhood;  president 
1956,  chairman  1964.  Led  company 
into  high-tech  electronics;  sold  off T\ 
division;  expanded  into  semiconduc 
tors,  wireless.  Still  chasing  leading 
edge.  In  multibillion-dollar  Iridiun' 
project  to  encompass  entire  planei 
with  cellular-phone  satellites:  nc 
place  left  to  hicle!  Chairman  of  Sema 
tech,  government-sponsored  micro 
chip  project.  Stepped  down  as  Motor 
ola  chairman  1990,  still  heads  execu 
tive  committee;  son  Christopher,  43 
now  assistant  COO  and  senior  execu 
tive  VP.  Robert's  Motorola  stock,  etc 
estimated  at  $1.1  billion. 
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'Two  Adjacent  Pavilions' ,  by  Dan  Graham,  a  Coutts  Contemporary  Art  Fouruiation  1992  award  winner. 


Coutts  &  Co  International  Private  Banking:  innovation  with  traditional  values 

Our  support  of  artists  in  the  forefront  of  contemporary  art  reflects  our 
commitment  to  maintain  a  position  at  the  'leading  edge'.  Combined  with 
traditional  values  based  on  three  hundred  years'  experience,  we  provide  high- 
quality  banking,  investment  and  trust  services  to  wealthy  private  clients.  By 
focusing  global  expertise  on  individual  needs,  we  offer  tailored  as  well  as  standard 
solutions  worldwide.  For  further  information,  please  call: 

New  York:  telephone  212-303  2940,  facsimile  212-303  2929 
Miami:  telephone  305-789  3714,  facsimile  305-789  3724 
London:  telephone  071-379  7139,  facsimile  071-240  0310 
Zurich:  telephone  01-214  73  26,  facsimile  01-214  72  60 


London  ■  Zurich  •  New  York  ■  Bahamas  •  Bermuda  •  Cayman  ■  Chiasso  •  Geneva  •  Guernsey  •  Hong  Kong 
Isle  of  Man  ■  Jersey  •  Miami  •  Montevideo  ■  Singapore  •  Tokyo 
A  member  of  the  National  Westminster  Bank  group 


Hyundai  continues  its  commitment  to  advanced  technologies  ai 
innovations.  In  1992,  we  introduced  the  next  generation  64 
DRAM  chips,  firmly  establishing  ourselves  as  a  new  force  in  electronics. 

Hyundai's  Excel,  Sonata  and  Elantra  have  gained  fame  in  the  world's  au 
markets  since  1986,  setting  the  stage  for  the  introduction  of  the  HCD-2  spor 

car  in  1993.  This  truly  unique  coupe-stj 
sports  car  embodies  Hyundai  Motor's  visi 
in  performance  and  aesthetics. 

Hyundai  is  also  focusing  its  R&D 
endeavors  on  environmentally  sound  tech- 
nologies. As  a  result,  we've  developed  the 
magnetic  levitation  train  free  of  noise  and 
air  pollution,  a  revolution  in  mass  transit  systems  of  the  future. 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMICALS, 


mm 


Hyundai's  expertise  in  turn-key  base  engi- 
neering and  construction  projects  world- 
wide has  earned  us  more  than  US$24  billion 
in  overseas  contracts.  Some  of  our  projects 
m  been  completed  even  in  the  most  difficult  environmental  conditions,  from 
iberia  to  the  South  Pok 

Hyundai,  as  a  leader  in  the  world's  shipbuilding  industry  has  delivered  over 
30  vessels  including  some  of  the  world's  largest  supertankers, 
'he  recently  launched  Moss-type  LNG  carrier  is 
result  of  our  leading-edge  technologies 
nd  innovative  designs. 

From  chips  to  ships. . . 
yundai.  Making  life  better  through  quality  and  innovation. 


HYUNDAI 

Building  a  better  future  for  everyone. 


ANSPORTATION.  Find  out  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.O.  Box  92,  Seoul,  Korea.  Tel (82-2)746-1873,  Fax(82-2)74l-254l. 


OWEB  $1.000.000.000 


Steven  Anthony  Ballmer 

Microsoft.  Bcllc\  lie.  Wash.  37.  Mar- 
ried, 1  child.  Grew  up  Detroit.  Fatiier 
Swiss  immigrant;  vvorkeci  30  years  at 
Ford  Motor,  retired  from  finance  de- 
partment. Steven:  met  William  Gates 
III  at  Han'ard;  studied  applied  math, 
economics.  Worked  at  Procter  & 
Gamble.  Left  for  Stanford  Graduate 
School  of  Business  but  dropped  out 
1980  to  join  Gates  at  Microsoft;  first 
nonprogrammer  hired.  Ran  one  of 
two  product  development  centers 
(Gates  ran  the  other).  In  charge  of 
user  education,  marketing  and  testing 
of  systems  software.  Unlike  Paul  Allen 
(which  see),  enjoys  spotlight:  once 
paraded  in  Seattle  Kingdome  before 
thousands  of  employees  in  reci  Cor- 
vette with  "Windows"  painted  on 
side  to  promote  then-new  software. 
Acti\'e  supporter  Clinton-Gore  ticket, 
got  35  software  e.xecutixes  to  put 
names  on  endorsement  list.  Con- 
ceived innovative  recruiting  ques- 
tions. Example:  "'How  many  gas  sta- 
tions are  there  in  the  U.Sr"  "They 
don't  have  to  get  tlie  right  answer. 
But  I  want  to  see  how  they  go 
through  the  process."  Formerly  se- 
nior VP  systems  software  group,  now 
executive  VP  worldwide  sales  and  sup- 
port. "No  real  hobbies.  I  work  too 
hard."  Stock  worth  $1.1  billion. 


Milton  Petrie 

Petrie  Stores.  Southampton  and  NYC. 
91.  Twice  divorced,  widowed,  remar- 
ried; 3  children.  Son  of  Russian  immi- 


grant Indianapolis  cop,  pawnbroker. 
After  high  school,  Milton  worked  at 
Intiianapolis  department  store, 
$ip/week.  .Spieled  way  into  advertis- 
ing jobs:  "I  learned  what  I  know 
about  retailing  there."  With  $5,000 
(half  won  in  craps)  opened  Cleveland 
hosier)'  store  1929.  "It  shows  you 
what  you  can  do  in  America."  Went 
bankrupt  1937;  repaid  creditors  in 
full  1939.  Later  expanded  through 
acquisitions.  Brought  moderately 
priced  clothing  into  postwar  subur- 
ban shopping  centers.  Targeted  teen- 
age girls  who  "would  live  on  hot  dogs 
just  to  buy  a  new  dress."  Now  major 
chain:  1,729  stores  in  50  states,  Ca- 
ribbean. Runs  with  Republican 
crowd,  but  was  strong  supporter  of 
Carter.  Tough  boss;  impatient.  Fam- 
ily members  quit  working  for  him:  "I 
put  'em  all  to  work  and  wound  up  not 
talking  to  a  single  one  of  them."  Still 
plays  bridge  daily.  Generous  with 
money.  "This  work  I  do  is  a  pleasure, 
but  the  more  I  make,  the  more  I  give 
awav."  Estimated  worth:  $1.1  billion. 


George  Soros 

Money  manager.  London;  NYC; 
Southampton,  N.Y.  63.  Divorced,  re- 
married; 5  children.  Hungarian  born, 
hid  from  Nazis  in  famih''s  attic.  Paris 
after  war;  London  School  of  Eco- 
nomics; Wall  Street  1956  as  analyst, 
currency  trader.  Started  Curasao- 
based  Quantum  Fund  1969:  non- 
U.S.  investors  only.  Brilliant  long- 
term  record.  Quantum  now  $4.2  bil- 


George  Soros 
(right)  with 
influential  friend 
Last  year  he 
showed  he  could 
play  the  mar- 
kets. This  year 
he  showed  he 
could  move  the 
markets.  Next 
year  his  new  real 
estate  part- 
nership with  fall- 
en billionaire 
Paul  Reichmann 
will  kick  into 
higher  gear. 


lion,  $2  billion  more  than  previous  | 
year.  Now-famous  Billion- Dollar 
Year  in  currency  markets,  played  Brit- 
ish pound  and  Italian  lira  short,  Ger- 
man mark  long;  68%  return.  Wrote 
books  on  investing,  politics.  Remem- 
bers origins,  warmhearted.  Funded 
Budapest  business  school,  first  in 
Eastern  Europe;  also  foundations 
aimed  at  Eastern  Europe  civil  societ}' 
de\'elopment;  gave  $100  million  to 
former  Soviet  Union  for  scientific  re 
search,  $50  million  to  Bosnia  for  hu- 
manitarian purposes;  made  $25  mil- 
lion loan  to  former  Yugoslav  republic 
of  Macedonia  for  purchasing  heating 
oil.  Set  up  Hungarv'  Fund  1989,  but 
quit  1991  to  avoid  conflict  of  interest; 
adding  new  funds.  Soros  makes  strat- 
egy', has  eye  for  like  geniuses;  travels 
frequently  to  do  research  firsthand. 
Pays  off:  his  interests  in  own  funds 
now  estimated  over  $1.1  billion. 


Laurance  Spelman  Rockefeller 
and  family 

Inheritance,  investments.  NTC,  Tarry- 
town,  N.Y.  83.  Married;  3  daughters, 
1  son.  Grandson  of  John  D.  Rockefel- 
ler (see  family).  With  David  (which 
see),  chief  investor  of  his  generation. 
Big  returns  on  early  venture  capital 
investments  seeded  from  huge  1934 
trust:  Eastern  Air  Lines,  McDonnell 
Douglas,  $100  million  gain  Apple 
Computer.  Also  developed  remote, 
exclusive  resorts  West  Coast,  Carib- 
bean, Hawaii  (most  sold).  Chaired 
Rockefeller  Center  Inc.  1953-66.  En- 
vironmentalist: donated  thousands  of 
acres  to  national  parks,  reserves.  (Son 
Laurance,  48,  environmental  attor- 
ney; political  gadfly.)  Also  $36  mil- 
lion to  Memorial  Sloan- Kettering 
Hospital;  $21  million  to  Princeton. 
Unwinds  at  Pocantico  Hills,  family's 
enormous  compound  near  NYC  where 
he,  brothers  grew  up.  Introspective: 
supports  Zendo,  an  offshoot  of  Bud- 
dhism that  preaches  self-enlighten- 
ment. His,  immediate  family's  por- 
tion Rockefeller  fortune  estimated  at 
a  ver\'  enlightening  $1  billion. 


Paul  Mellon 

Inheritance.  Upperville,  Va.  86.  Wid 
owed,  remarried;  2  children  by  first 
wife.  Grandfather  Thomas  started 
Mellon  Bank  forerunner.  Father  An- 
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A  Word  About 
Business  Gifts 
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By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  &.  Co.  have  been  the  choice  of  those  who  prize 
stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
raftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


OVER  $1,00P,000.000  


Leonard  and  Estee  Lauder 
(left),  and  Ronald  (above) 
Expanding  a  world- 
wide  cosmetics  pres- 
ence, lately  in  India. 


drew:  U.S.  Treasury'  Secrctar)', 
founder  National  Gallery  (see  Mellon 
family).  Scion  of  famous,  powerful, 
envied  family.  Felt  lonely,  vulnerable 
as  child.  Choate,  Yale,  Cambridge. 
"My  isolation  in  university  allowed 
me  to  be  completely  unaware  of  un- 
employed tanners  living  at  subsis- 
tence level  only  a  few  miles  away  as  the 
Depression  took  its  grip."  Paul  float- 
ed in  and  out  of  family  business.  Little 
appetite  for  commerce,  but  deeply  felt 
responsibilities  of  having  tremendous 
wealth.  Spent  short  stint  in  analysis 
with  Carl  Jung  learning  to  cope. 
"Wealth  offers  no  immunity  against 
pain  and  sorrow."  Finally  settled  into 
life  of  gentleman  farmer,  intellectual 
and  Anglophile.  Found  metier  as  art 
collector,  owns  one  of  largest  U.S. 
collections  of  British  art,  also  one  of 
most  admired.  Generous  philanthro- 
pist. Donated  some  $250  million  in 
paintings  to  Yale,  National  Gallen,', 
Virginia  Museum  of  Fine  Arts.  Now 
says  he's  "picture  poor,"  but  believed 
worth  $1  billion  or  more. 


Estee  Lauder 
Leonard  Alan  Lauder 
Ronald  Steven  Lauder 

Mother,  2  sons.  Cosmetics.  NYc:  and 
the  Hamptons.  Estee:  ageless.  Wid- 
owed. "I  never  thought  I'd  make  it 
big.  If  I  felt  I  had  made  it,  I  would  be 
somewhere  nice,  like  St.  Moritz, 
skiing."  Josephine  Esther  Mentzer 
born  to  Czech-Hungarian  immigrant 


parents  in  Queens.  Sold  skin  creams 
for  chemist  uncle;  launched  company 
with  4  products  1946;  haunted  de- 
partment store  buyers  until  she  land- 
ed orders.  Summer  resort  romance 
led  to  marriage  to  Joseph  Lauder  (d. 
1983).  He  became  administrator  and 
escort.  She  mingled  with  rich  and 
beautiful,  developed,  promoted 
products.  Claims  to  "see"  fragrances, 
consumer  trends.  Built  one  of  world's 
largest  cosmetics  companies:  Estee, 
Clinique,  Aramis,  and  now  Origins 
(natural  products,  recyclable  contain- 
ers for  younger,  sincere  crowd).  Self- 
help  booths  at  department  stores  a  big 
hit.  Expanding  internationally:  last 
year  Russia  and  Eastern  Europe,  this 
year  India.  "I  never  look  at  the  com- 
petition— I  don't  even  know  who  the 
competition  is:  ever)'  day  they  have  a 
different  president."  No  longer  in 
day-to-day  operations.  Leonard:  60, 
married,  2  sons.  Current  chief  execu- 
tive, credited  with  much  of  compa- 
ny's huge  growth.  Wife  Evelyn  a  se- 
nior executive;  son  William,  running 
Origins,  seen  as  heir  apparent.  Ron- 
ald: 49.  Married,  2  daughters.  Left 
management  1983  for  public  service: 
deputy  assistant  defense  secretary, 
ambassador  to  Austria.  Ran  for  mayor 
of  NYC  1989,  trounced  in  primary, 
spent  estimated  $350  per  vote.  Back 
to  Estee;  opened  st)'lish  perflmier\'  in 
Moscow  1989.  Three  control  family 
firm  estimated  to  be  worth  at  least  $3 
billion. 


Michel  Fribourg  and  family 

Cirain  trader.  NV(  .  80.  Widowed,  re- 
married; 5  children.  Michel's  great- 
great-grandfather  started  trading 
grain  with  Belgium  1813;  grandfa- 
ther prospered  trading  gold  for  wheat 
during  1848  famine.  Family  sent 
managers  to  found  Continental  Grain 
Co.,  Chicago  1921;  immigrated  after 
France  fell  1940.  When  thther  diet| 
1944,  Michel,  U.S.  intelligence  offij 
cer,  left  sen'ice  to  take  over  business] 
Diversified  into  other  agribusinesfi 
areas  (poultry,  animal  feed,  hogs  and 
cattle,  flour  milling),  flnancial  ser 
vices.  Recently  signed  partnership 
with  Tosco  Corp.  to  start  petroleuni 
trading  company.  Interest  in  Over- 
seas Shipholding  Group,  nation's 
largest  independent  owner  and  oper- 
ator of  U.S. -flagged  tankers.  Michel 
still  chairman  of  Continental  Grain. 
Son  Paul,  executive  vr.  Family  ver\' 
private.  Estimated  wealth:  $1  billion 
or  more. 


Harry  Brakmann  Helmsley 

Real  estate.  NYC  and  Greenwich, 
Conn.  84.  Divorced,  remarried; 
childless.  Started  in  real  estate  firm 
mailroom;  collected  rents.  Brokered 
buildings,  reinvested  commissions  for 
down  payment.  Began  buying  unas-i 
suming  buildings  matching  his  un- 
pretentious manner.  Paid  $1,000  for 
first  building  1936.  First  wife  Quaker; 
he  converted  1940.  Brilliant  financial! 
mind:  pioneered  real  estate  syndica- 
tion with  late  Lawrence  Wien.  By 
1950s  moving  up  to  prime  Manhat- 
tan buildings;  Empire  State  BIdg. 
1961:  "Money's  the  great  motiva- 
tor." Today  Helmsley  partnerships 
control  over  100  million  sq.  ft.  com- 
mercial space,  over  100,000  apart- 
ments, 13,000  hotel  rooms  nation- 
wide. Shocked  associates  with  divorce 
1972,  remarriage  to  star  broker  Leo- 
na  Roberts.  Lovey-dovey  for  the  pressi 
1970s,  1980s;  cited  for  tax  evasioni 
1989.  Leona  ("only  the  little  people 
pay  taxes")  serving  4-year  sentence, 
may  be  released  early  for  good  beha\ 
ior.  No  obvious  successor.  Insiders 
hear  all  of  Helmsley  estate  to  go  to 
Quakers.  Meanwhile,  Harry  still  col 
lecting  receipts  on  empire  while- 
marking  time,  but  estimated  worth 
over  $1  billion. 


156 


Forbes  400  ■  October  18,  199.^i 


3EMM7  ▼ 

mdsroom 


10 


y 

ilsecaii 


iooner  or  later,  youll  get  an  ^"'^  patent  pending  stealth  tech 

''Out  of  Memorv"  messaqe.  f'^'  ^^^^\  ^"'''f 

AIL  aL  OqL/AQLU  high  memory  than  Other  memory  managers. 

/Vhetner  your  000/ 400  has  No  one  has  vet  been  able  to  match  our 

1  megabyte  or  16.  performance.  No  wonder  QEMM  outsells 

5  and  network  utilities  need  memory  right  all  the  otliers  put  together! 


re  your  programs  need  it,  too.  It's  called 
er'  or  'conventional'  memory 
'\dding  RAM  to  your  PC  just  gives  you 
2  expanded  or  extended  memory  — 
ssible  to  some  programs,  but  not  to  TSRs 
fax  utilities,  device  drivers  or  network 
ies  like  Novell  NetWare.  Fortunately 
?'s  an  easy  software  solution  to  'out  of 
lory'  problems. 

ive  Your  Cake  and  Eat  it,  Too. 

more  memory  vou  have,  the  more  flexi- 
'  and  reliability  you  can  enjoy  Thanks  to 


QEMM"  puts  the  maximum  memoiy  riglit 
where  your  favorite  programs  need  it  so  you 

1  needed  ono/Aer  32K  for  my  favaite  TSff. 
/  added  2  megtibytes.  I  still  need  32H!  What  gives?" 


DOS  6  w/o  MemMaker 
D0S6withMemMaker 
QEMM-386  v6  Optimize 
New  QEMM  veision  7  Optimize 


400K 


500K 


fjflOk 


j  ?sted  DOS  with  and  without  MemMaker  and  with 
I  6  and  our  new  QEMM  7  runs  away  from  all  of 
I  them.  See  details  of  test  conditions  below. 


can  run  them  and  TSRs  without  'out  of 
memory'  problems  or  conflicts.  That  keeps 
your  PC  runiiing  smoothly  and  performance 
at  its  best. 

Protect  Your  Productivity; 
Keep  Your  Work  Safe. 

Any  task,  from  programming  to  writing  the 

company  business  plan  to  composing  a 
personal  letter,  takes  time  and  thought. 
Your  PC  is  supposed  to  make  that  process 
-  easier;  your  output  better.  When  you  can't 
run  your  favorite  grammar-checking  TSR  or 

have  to  get  by  without  a  vital  network  utility 

you're  sacrificing  productivity. 


Whether  you're  running  MS-DOS,  IBM ' 
PC-DOS,  DRDOS,  Novell  DOS  or  MS 
Windows;  one  megabyte  or  eight,  don't  sacri- 
fice; don't  compromise;  don't  risk  losing  work. 

Managing  vour 
memor}'  well  is  the  best 
way  to  assure  your  work 
won't  go  to  waste. 

QEMM  version  7  is  the 
QEMMcome^  most  powerfuUlexible 
the  new  Manifest,  the  memory  manager  you  can 

award-winning     |,^,y  i^^^^^  utility  tliat  finds 
memory  analyzer  that  , 
helpsyouseehow         memory  when 
your  PC  works.     nothing  else  can. 
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.arterdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (310)  392  -9851  Fax  (310)  314-4219 

irterdeck  International  Ltd.,  B.l.M.  House,  Crofton  Terrace,  Dun  Laoghaire  Co.  Dublin,  Ireland  Tel.(353)  (1)  284-1444  Fax:  (353)  (1)  2844380 
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Fix) in  S.kydiying  to  Sheep,  Sheaiing^^Smithsonian's  diverge  e 


s  more  than  2,000,000  subscribers  every  month. 

^  Smithsonian  Magazin^. 


OVER  $i.oqo,ooo.ooo 


Curtis  LeRoy  Carlson 

Entrepreneur.  Long  Lake,  Minn.  79. 
Married,  2  daughters.  Son  of  Swedish 
immigrant  grocer;  subcontracted  pa- 
per routes  to  brothers  for  small  profit. 
U.  of  Minnesota  1937;  sold  soap  for 
Procter  &  Gamble,  $110/month. 
With  $50  loan  started  Gold  Bond 
Trading  Stamps  1938.  "The  minute  1 
got  out  on  my  own,  1  knew  I'd  found 
my  own  element."  From  1960s  built 
one-man  conglomerate:  Radisson 
Hotels  (manages  or  franchises). 
Country  Kitchen/TGI  Friday's  restau- 
rants, travel  agency  chain,  motiva- 
tional and  marketing  services.  "Work 
5  days  a  week,  stay  even  with  your 
competition;  work  Saturday  and  get 
ahead."  Son-in-law  Edwin  "Skip" 
Gage  left:  promotional  group  to  form 
competitor  Gage  Marketing,  took 
many  managers;  bought  portion  of 
Carlson's  marketing  business.  Curt 
back  from  quadruple  bypass;  daugh- 
ter Marylin,  53,  heiress  apparent.  Res- 
taurant business  growing  faster  than 
previously  thought;  Curt's  net  worth 
estimated  at  over  $1  billion. 


Margaret  Hunt  Hi 
A  very  frugal  gal 


Margaret  Hunt  Hill 
and  family 

Inheritance,  oil.  77.  Widowed,  3  chil- 
dren. Eldest  daughter  of  legendary 
Texan  wildcatter  H.L.  Hunt  (see  also 
Caroline  Hunt).  He  taught  her  oil 
business  when  young.  Manages  trust 
for  brother  Hassie  ( had  mental  break- 
down, lobotomy;  childless).  With  sis- 


AT&T  Chairman  Robert  Allen  (left)  with  McCaw  Cellular's  visionary  Craig  McCaw 
McCaw  decided  to  go  steady  with  AT&T  last  November,  when  he  sold  the  telephone 
company  a  control  position.  The  announcement,  in  August,  of  a  McCaw/ AT&T 
wedding  next  year  pushed  the  entrepreneur's  stock  above  the  $1  billion  mark. 


ter,  stayed  away  from  3  other  broth 
Lis'  silver  debacle.  Bought  their  rfi 
possessed  land  aft;er  1980  silver  crash 
Reportedly  insisted  "the  boys"  (late 
known  as  "The  Three  Stooges")  us 
additional  personal  assets  to  secur 
company;  she  denies.  Boys  now  bein 
sued  for  allegedly  channeling  assets  h 
family  members  before  filing  fa 
bankruptcy.  With  Caroline,  puUej 
out  her  and  Hassie 's  share  family  ol 
company  1983.  Now  runs  separat 
oil,  real  estate  operation.  Recentli 
suffered,  with  other  family  member; 
a  $100-million-plus  judgment  to  foil 
mer  son-in-law  over  natural  gas  \\v 
dispute;  under  appeal.  Son  Al  run 
Hill  Holdings  Inc.;  is  looking  at  ga 
and  oil  opportunities,  possible  acqui 
sitions.  Her  fortune,  including  Ha-- 
sie's  trust,  estimated  over  $1  billion. 


Craig  O.  McCaw 

McCaw  Cellular.  Bellevue,  Wash.  44 
Married,  no  children.  Into  plane 
(flies  his  own  Falcon  900  jet),  bi 
boats  (has  180-foot  yacht).  Fathfl 
John  Elroy  McCaw  radio,  TV  pionee 
in  Northwest.  Mother  one  of  firs 
women  to  earn  accounting  degree  ^ 
U.  of  Washington,  handled  famil 
books.  When  father  died  1969,  Crai 
took  over  while  studying  at  Stanforcj 
In  1983,  encouraged  by  AT&T  projec 
tions,  Craig  applied  for  cellular  licen.^ 
ing  in  6  of  top  30  U.S.  market: 
Envisioned  day  when  everyone  wou! 
carr)'  personal  phone.  Formed  part 
nership  to  raise  cash  for  rapid  expar 
sion.  Sold  cable  to  Jack  Kent  Cook 
(which  see)  for  $755  million  198' 
Major  backer:  Affiliated  Publicatior 
(see  Jordan,  Taylor  families).  Wer 
public  1987,  bet  ranch  on  cellulai 
leveraged  company  into  biggest  i 
nation  (1992  revenues,  $1.7  billion 
Acquired  lin  Broadcasting  (mor 
major  cellular  markets)  after  199 
bidding  war,  more  debt.  Last  Noven-: 
ber  announced  sale  of  one-third  c 
company  to  AT&T  for  $3.8  billior 
Recently  announced  $12.6  billio 
merger  of  entire  McCaw  Cellular  int 
the  telephone  giant.  Under  the  teriT 
of  AT&T  acquisition,  .\t&t's  reccr 
stock  price  puts  Craig's  stock  north  c 
$1  billion.  "I've  never  had  more  fli 
in  my  life  than  I'm  having  now."  Sta 
tuned. 
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When  you  think  about  companies  such  as  BMW,  Hoffnnann- 


SOUTH  CAROLINA'S  EXCELLENT  INFRASTRUCTURE  INCLUDES 
ITS  THREE  PORTS  —  GEORGETOWN,  PORT  ROYAL  AND, 
PICTURED  HERE,  CHARLCSTON. 


La  Roche  and  Bayer  AG,  quality  comes  to  mind.  And  when 
these  companies  thought  of  quality,  South  Carolina  was  the 
place  they  chose  to  locate  major  operations. 

They  are  far  from  alone  in  recognizing  the  outstanding 
qualities  that  make  South  Carolina  so  attractive  for  business. 
Last  year,  665  companies  announced  relocations  or  expan- 
sions in  the  state  —  a  $2.9  billion  vote  of  confidence  that 
translates  into  more  than  15,000  new  jobs.  Some  of  this  suc- 
cess is  attributable  to  the  aggressive  stance  of  the  South 
Carolina  Department  of  Commerce,  which  Site  Selection 
magazine  ranked  among  the  nation's  top  ten  development 

Q. 

2 

O) 

I    groups.  However,  there's  no  secret  formula  for  South 

03 

I    Carolina's  success:  Its  achievements  come  from  having  all 
the  basic  elements  in  place. 
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OIIUTTm  IITIRIilTIOIIIIlBOSIIIISS 

South  Carolina  has  a  lot  to  offer  the  international 
business  community  —  a  fact  that  is  not  going 
unnoticed.  In  recent  years,  German  companies 
have  often  tapped  the  state's  natural  and  human 
resources.  Germany  leads  the  state's  1992  foreign 
investment  figures,  accounting  for  SG"/)  of  capital 
investment  and  65%  of  new  jobs.  Switzerland 
(18%)  placed  second  for  investments,  followed  by 
the  United  Kingdom  [9%)  and  Japan  (8'X,). 

A  driving  force  behind  South  Carolina's 
success  in  international  investment  has  been 
Governor  Carroll  A.  Campbell  Jr.  Since 
Governor  Campbell  took  office  in  1987,  interna- 
tional capital  investment  has  averaged  nearly  $1 
billion  per  year,  resulting  in  an  average  of  over 
3,500  new  jobs  per  year.  In  1992  alone,  announced 
international  investment  was  $1.3  billion,  repre- 
senting almost  half  of  the  state's  total  announced 
investment. 

Says  Governor  Campbell,  "Companies  in 
today's  environment  are  constantly  striving  for 
world-class  performance  levels,  and  this  process 
means  opportunities  for  growth.  I'm  pleased  to 


tlHin  IITERIITIOIil  iinniEiT 

A  Selected  List  of  International  Companies  Announcing 
Capital  Investments  in  South  Carolina 


1992 

AVX  (KYOCERA) 

Japan 

Myrtle  Beach,  SC 

BMW 

Germany 

Spartanburg,  SC 

Robert  Bosch 

Germany 

Anderson,  SC 

Klerk's 

Netherlands 

Chester,  SC 

Mile's  (Bayer  AG) 

Germany 

Charleston,  SC 

1991 

AGFA  (Bayer  AG) 

Germany 

Charleston,  SC 

Hoffmann-La  Roche 

Switzerland 

Spartanburg,  SC 

Krohnert 

Canada 

Manning,  SC 

Pirelli 

Italy 

Lexington,  SC 

TNS  Mills 

Japan 

Spartanburg,  SC 

1990 

BASF 

Germany 

Pickens,  SC 

BIC 

France 

Spartanburg,  SC 

Fuji  Photo  Film 

Japan 

Greenwood,  SC 

Hitachi 

Japan 

Greenville,  SC 

Mita 

Japan 

Greenville,  SC 

1989 

ESAB 

Sweden 

Florence,  SC 

Nan  Ya 

R.  0.  C. 

Florence,  SC 

Sediver 

France 

York,  SC 

1988 

Adidas 

Germany 

Spartanburg,  SC 

Nicca  Chemical 

Japan 

Greenville,  SC 

TCM 

Japan 

Columbia,  SC 

Source:  South  Carolina  Department  of  Commerce 


report  international  companies  are  choosing  Sou 
Carolina  to  meet  this  competitive  challenge. 

"More  and  more  international  companies  con| 
tinue  to  invest  in  South  Carolina  in  record  num- 
bers, capitalizing  on  a  number  of  measurable  eco- 
nomic advantages,  including  our  strategic  market 
access,  trained  work  force  and  business  incentive) 

Governor  Campbell  led  South  Carolina's  suc^ 
cessful  recruitment  of  two  of  the  largest  and  mos 
prestigious  international  projects  of  the  past  two 
years  -  BMW  (1992)  and  Hoffmann-La  Roche 
(1991). 

BMW  chose  Greenville-Spartanburg  as  the  sit 
of  its  new  $500  million  manufacturing  plant  afte 
an  exhaustive  three-year  search.  Dubbed  "the 
biggest  site  selection  contest  of  1992"  by  Site 
Selection,  BMW  made  its  decision  after  considerin 
more  than  250  locations  in  Europe,  Asia  and  Norl 
America.  And  Hoffmann-La  Roche  of  Switzerlar 
selected  Florence  County  for  its  $5(X)  million 
pharmaceutical  research  and  manufacturing  facii 
ity  that  will  create  500  new  jobs. 

"South  Carolina,  which  placed  fourth  overall 
for  the  number  of  new  and  expanded  global  facil 
ties  [in  Site  Selections  ranking],  led  the  nation  on  a 
per  capita  basis  and  as  a  percentage  of  total  invest- 
ments," says  Wayne  L  Sterling,  interim  director  o 
the  South  Carolina  Department  of  Commerce. 

Key  factors  in  South  Carolina's  international 
investment  strategy  are  the  state's  international 
offices  in  Frankfurt,  Germany  and  Tokyo,  Japan. 
The  German  office  and  Paul  Foerster,  a  German 
citizen  who  has  spent  more  than  half  his  life  in  th 
U.S.,  were  intimately  involved  in  the  recruitment 
of  BMW,  Hoffmann-La  Roche  and  all  of  the  m,3jo 
investments  by  companies  of  Bayer  AG.  The  Japa 
office,  headed  by  Jack  Yamashita,  played  a  vital 
role  in  the  recruitment  of  Hitachi,  Mita  and  Fuji 
Photo  Film. 

Leaders  in  key  industries  have  stepped  for- 
ward with  ideas  for  facilitating  the  state's  aggres- 
sive economic  development  plans.  For  example, 
Carolina  Power  &  Light  Company's  engineers 
offer  technical  expertise  free  of  charge  to  both 
new  and  existing  industries,  providing  innovativi 
approaches  on  improving  energy  efficiency  and 
increasing  cost  savings.  CP&L,  which  serves  the 


s^perience  the  game 
I  its  most  perfect  state. 

r  124-page  Travel  Guide  lists  over  200  golf 
irses,  designed  by  such  gi-eats  as  Palmer, 
fer,  Nicklaus,  Fazio  and  Dye.  Call  for  your 
iE  copy  at  1-800-346-3634. 
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THEIIEWV8530i  TOURING. 


V8  luxury  means  many  things  to  many  people. 
But  what  does  it  mean  to  people  who  fell  in  love 
with  the  BMW  legend  years  ago  and  now  have 
new  reasons  to  buy  a  car? 

Reasons  that  revolve  around  the  well-being 
of  one's  family,  the  shuttling  of  offspring,  the  trans- 
portation of  gear  for  sporting  activities  and  the 
faithful  scheduling  of  quality  carpooling. 

With  this  in  mind,  BMW  introduces  responsive 


©  1993  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 


EASON  TO  BUY  A  BMW. 
HREE  MORE." 


:ury  in  a  car  that  gives  you  all  you  ever  wanted, 
d  all  you've  grown  to  need.  A  versatile  V8,  the 
w  530i  Touring. 
A  car  whose  combination  of  power,  deft 
ndling,  extra  cargo  space  and  over  50  active 
d  passive  safety  features,  including  all-weather 
iction  control,  has  a  wondrous  effect  on  long 
stances. 

Long  as  they  are,  those  distances  become 
raculously  short. 
Test  drive  the  new  530i  Touring.  When  you 


do,  watch  how  quickly  its  styling,  versatility  and' 
spirited  performance  make  you  feel  25  again. 
For  the  dealer  near  you,  call  1-800-334-4BMW. 


THE  ULTIMATE  DRIVING  MACHINE: 
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northeastern 
quarter  of  the 
state,  is  one  of 
the  top  twen- 
ty electric  util- 
ities in  the 
country. 

"Governor 
Campbell's 
excellent  lead- 
ership has 
positioned 
South 

Carolina  as  a 
recognized 
success  in 
recruiting 
industry  and 
jobs  to  the 
state,"  says 
Sherwood  H. 
Smith  Jr.,  CP&L's  chairman  and  chief  exec- 
utive officer.  "CP&L  is  pleased  to  be  a  lead- 
er in  supporting  Governor  Campbell's  ini- 
tiatives with  major  industrial  site  location 
decisions  such  as  Hoffmann-La  Roche 
pharmaceuticals." 

In  BMW's  case  the  final  selection 
hinged  on  South  Carolina  meeting  these 
criteria: 

•  A  qualified  labor  pool  for  a  state-of-the- 
art  manufacturing  plant 

•  A  mutually  beneficial  relationship 
between  business  and  local  govern- 
ment 

•  Outstanding  quality  of  life  —  housing, 
education,  culture  and  recreation  —  to 
aid  in  attracting,  retaining  and  motivat- 
ing BMW  employees 

•  Infrastructure  to  support  BMW's 
strategic  plan. 

Air,  sea,  rail  and  highway  transportation 
were  critical  concerns,  as  were  reliable  utili- 
ties and  communication  technologies. 

South  Carolina  proved  itself  a  gold- 
medal  competitor  on  all  counts.  The 
General  Assembly  passed  legislation  to  buy 
and  develop  land  for  the  BMW  plant,  and 
government  and  businesses  teamed  up  to 
produce  an  incentive  package  that  included 
tax  breaks  and  innovative  ways  to  save  on 
utilities  and  health  care. 

'As  an  independent  car  manufacturer 


known  for  hand-assembling  our  cars,  it  was 
important  for  BMW  to  have  access  to  a 
quality  work  force  and  to  have  a  partner- 
ship with  the  local  government,"  says 
Robert  M.  Hitt,  BMW's  manager  of  com- 
munity relations.  "South  Carolina  offered 
that.  That  kind  of  spirit,  coupled  with  the 
state's  excellent  technical  education  system 
that  trains  workers  to  meet  individual  man- 
ufacturer's needs,  set  the  state  apart  from 
the  competition." 

Governor  Campbell  asserts  that  going 
the  extra  mile  to  attract  BMW  was  well 
worth  the  time.  The  eventual  economic 
impact  of  the  BMW  plant  is  estimated  at  $  1 
billion.  Hitt  expects  that  14  to  16  major  sup- 
pliers for  the  company  will  locate  within 
two  hours  of  Spartanburg.  Says  the 
Governor,  'Together,  we  have  a  winning 
combination:  BMW's  unassailable  excel- 
lence plus  South  Carolina  workers  and 
training  and  our  bounty  of  strategic  advan- 
tages for  manufacturers." 

South  Carolina's  homegrown  businesses 
have  benefited  from  the  state's  presence  on 
the  world  stage.  Says  R.C.  King  Jr.,  president 
and  chief  operating  officer  of  Sonoco 
Products  Co.,  a  manufac- 
turer of  packaging  prod- 
ucts for  industrial  and 
consumer  use  located  in 
Hartsville,  "We  started 
herein  1899  and  our 
South  Carohna  founda- 
tion has  provided  us  the 
tools  to  expand  around 
the  globe  with  more  than 
250  locations.  South 
Carolina  is  a  strategic  loca- 
tion that  allows  us  to 
effectively  serve  cus- 
tomers around  the  comer 
and  around  the  world." 

In  1992,  Sonoco, 
which  has  targeted 
Europe,  Asia  and  Latin 
America  for  market 

expansion,  won  more  than  30  top  supplier 
awards  from  major  customers  worldwide. 

Indeed,  the  state's  export  business  is 
booming.  "South  Carolina's  exports  have 
grown  at  an  annual  rate  of  almost  21%  dur- 
ing the  past  few  years,"  says  Anthony  L 
Furr,  president  and  chief  executive  officer 
of  Sovith  Carolina  National  Bank.  From 
1987  to  1991,  exports  more  than  doubled,  to 
$3.9  billion,  which  translates  into  40,000 


new  manufacturing  jobs  based  on  the  U.S 
Commerce  Department's  formula. 

Helping  businesses  identify  these  inter- 
national opportunities  is  just  one  of  the 
tasks  of  the  South  Carolina  Department  ot 
Commerce's  Office  of  Export  and  Trade 
Promotion.  The  Office  tracks  trends 
around  the  world  and  encourages  trade  mi; 
sions  to  South  Carolina. 

In  addition,  the  Jobs-Economic 
Development  Authority,  the  South 
Carolina  District  Export  Council,  the 
South  Carolina  Ports  Authority  and  U.S. 
Department  of  Commerce  all  regularly 
sponsor  local  seminars  to  help  business  peo 
pie  see  the  power  international  trade  can 
yield.  The  South  Carolina  World  Trade 
Center-Charleston,  founded  in  1989,  activ  e 
ly  promotes  trade  through  seminars,  net- 
working and  published  materials. 

A  number  of  South  Carolina  companie 
have  discovered  new  markets  abroad.  Will 
Lacey,  manager  of  trade  promotion  for  the 
South  Carolina  Department  of  Commerce| 
reels  off  several  success  stories:  Ampak  of 
Anderson,  Artichill  in  Newberry,  Augusta 
Fiberglass  Coatings  of  Blackville, 


THE  UNIVERSITY  OF  SOUTH  CAROLINA  IS  ONE  OF  THE  MOST 
INTERNATIONALLY  ACTIVE  PUBLIC  UNIVERSITIES  IN  THE  U.S. 


Charleston  Rocking  Chair,  Park  Seed  in 
Greenwood,  Professional  Medical  Products 
of  Greenville,  Sopaco  of  Mullins,  Southlanc 
Log  Homes,  Span  America  Medical  Systems 
in  Greenville  (on  FORBES'  list  of  the  200 
best  small  companies  in  America  for  the 
second  consecutive  year)  and  Transmedical 
of  Irmo. 

As  the  state  continues  to  emphasize  for- 
eign direct  investment  and  international 


COOPERTOOLS 
SAVED  15 


USING  A  UNIQUE 


POWERTOOL 

When  the  hand  tools  division  of  internationally  recognized  Cooper 
Industries  needed  to  cut  energy  costs,  we  lent  thenn  sonne  powertools:  the 
nnennbers  of  our  Carolina  Power  and  Light  Energy  Engineenngteam. 

Ourteann  has  the  expertise  that  CooperTools'Weller/ Wine-Wrap 
Plant  in  Cheraw,  South  Carolina,  needed  to  innprove  energy  efficiency 
Our  recommendations,  including  downsizing  a  chiller  and  modifying 
pumps,  nesuhied  in  an  annual  energy  savings  of  1 5%. 

Our  engineers'  experience  in  power  quality  solutions 
and  energyX    efficiency  spans  industries  from  phamnaceuticals  and  plastics 
to  fiber  optics.       Which  means  we  can  handcraft  the  solution  to  almost 
any  company's  energy  needs- even  when  that  doesn't  include  elec- 

tricity And  best  of  allT^^  our  team's  services  ane  always  free. 

To  learn  mone^^\^  about  our  Energy  Engineenng  services  or 
Facility  Location  Assistance  Program,  just  contact  our  economic 

development  expert  below.  "'^'v  Whether  you're  looking  for  help 

with  a  startup,  a  relocation  or  an  ,^  ^  ^  I^^^L 


expansion,  we'll  use  all  the  tools  at  > 
our  disposal  to  help  you  save  power 


Carolina  Power  &  Light  Company 


Contort  Joseph  T.  Geddie.  Director,  Economic  Development-South  Carolina,  Carolina  Power  &  Light  P.O.  Box  /  00519,  Florence,  S.C..  29501. 

Tel:  (803)  661-4198.  Fax:  (803)  661-4220 
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trade,  the 
University  of 
South 
Carolina  is 
responding  by 
educating  a 
work  force  to 
possess  sensi- 
tivity and 
appreciation 
of  different 
cultures,  profi- 
ciency in  for- 
eign languages 
and  under- 
standing 
of  foreign 

■  /  political  sys- 

fci  Charlestons    ^  ^ 

ZJ  terns. 

^   /      i  USCPresi- 

^  dent  John  M. 
Palms  says,  'The  University  of  South 


Hughes  Aircraft 

Salutes 
South  Carolina. 

It's  a  good  place  for  business. 

When  Hughes  was  looking  for 
locations  for  a  facility  to  build 
power  supplies  and  wire  harnesses 
for  highly  advanced  radar  systems,  it 
quickly  locked  on  to  South  Carolina. 

Hughes  opened  its  doors  in 
Orangeburg  with  90  motivated 
employees  trained  to  its  speci- 
fications. Since  then,  Hughes  has 
expanded  its  South  Carolina 
operations  and  now  has  more  than 
370  employees  building  power 
supplies,  wire  harnesses,  and  printed 
wiring  boards  for  military  and 
commercial  applications. 


HUGHES 


SOUTH  CAROLINA 

A  Subsidiary  of  Hughes  Aircraft  Company 


Carolina  is  one  of  the  most  internationally 
active  public  universities  in  America.  We 
continue  seeking  opportunities  for  faculty 
and  students  to  gain  international  under- 
standing through  visits  to  institutions, 
around  the  world  and  by  having  interna- 
tional students  and  scholars  learn  and  teach 
in  our  midst.'" 

The  university's  best  known  interna- 
tional program  is  its  Master  in  International 
Business  Studies  (MIBS).  With  more  than 
340  students  and  1,700  alumni,  USC's 
MIBS  program  is  the  nation's  largest  accred- 
ited international  business  program;  for 
four  consecutive  years  it  has  been  ranked 
the  No.  1  program  of  its  kind  in  the  U.S.  by 
VS.  Neu>s  and  World  Report. 

OUmiTY  OF  IHlRtnilVCTURE 

Thanks  in  part  to  the  business  trade 
philosophies  of  large  companies  like 
Amoco,  Bowater,  General  Electric,  Republic 
Locomotive  and  Springs  Industries,  South 
Carolina  has  established  an  excellent  infra- 
structure to  expedite  statewide  movement 
of  goods  to  its  three  ports  —  Charleston, 
Georgetown  and  Port  Royal. 

The  state  spends  12%  of  its  annual  bud- 
get [operated  under  a  balanced-budget 
mandate,  which  results  in  South  Carolina 
being  one  of  only  eight  states  in  the  nation 
with  a  Triple-A  bond  rating  from  Moody's] 
to  maintain  its  64,000  miles  of  toll-free  and 
interstate  highways.  From 
the  state's  strategic  loca- 
tion along  the  center  of 
the  Eastern  Seaboard, 
70%  of  the  US.  popula- 
tion is  within  a  1,000- 
mile  radius. 

Catching  a  flight  to 
visit  a  distant  customer  or 
to  ship  products  interna- 
tionally presents  no  chal- 
lenge, since  South 
Carolina  boasts  eight 
commercial  airports  ser- 
vicing domestic  and  inter- 
national markets.  Its  three 
ports  accommodate  more  than  8.2  million 
tons  of  cargo  each  year.  The  Port  of 
Charleston  is  the  top  facility  on  the  South 
Atlantic  and  Gulf  Coasts,  with  container 
handling  that  has  increased  1 15%  since  1988. 
Two  major  rail  carriers,  Norfolk  Southern 
Railway  and  CSX  Transportation,  carry 
goods  along  the  state's  2,500  miles  of  rail- 


road track,  with  fast  service  to  Atlanta, 
Chicago  and  New  York  City. 

OUIIITT  III  MIIUIKTOItllK 

The  state  promotes  quality  manufacturing, 
relying  on  the  work  force  to  meet  its  goals 
through  several  programs: 

•  Quality  Institute  for  Manufacturing  at 
the  University  of  South  Carolina- 
Spartanburg,  launched  in  1991. 

•  The  Southeastern  Manufacturing 
Technology  Center,  which  is  one  of  five 
national  centers  established  to  facilitate 
technology  transfer. 

•  The  State  Chamber  of  Commerce's 
Quality  Forum,  which  encourages  busi- 
nesses to  implement  quality  manage- 
ment practices. 

•  The  Quality  Manufacturing  Resource 
Center  in  Greenwood. 

•  Clemson  University's  Industrial 
Engineering  Department,  which  special- 
izes in  quality  engineering. 

•  Seven  regional  and  local  Quality 
Committees  established  to  promote 
quality  on  a  local  level. 

This  attention  to  quality  has  paid  off. 
Noted  quality  consultant  Joel  Barker 
recently  applauded  the  state's  initiatives  in 
his  book  Future  Edge,  and  more  than  100 
South  Carolina  manufacturers  have 
received  international,  national  or  industrx' 
awards  recognizing  quality  manufacturing. 


SOUTH  CAROLINA  OFFERS  HIGHLY  EFFICIENT  AND  COST-EFFECTIVE 
ACCESS  TO  PRIMARY  AND  SECONDARY  U.S.  MARKETS. 


Milliken  &  Co.  in  Spartanburg  and 
Westinghouse  Nuclear  Fuel  Division  in 
Columbia  have  both  won  the  prestigious 
Malcolm  Baldrige  National  Quality  Award, 
while  Asten  Press  Fabrics  in  Clinton  and 
Southeastern  Freight  Lines  in  Lexington 
were  finalists. 

In  recent  years,  incentives  injected  vigor 


"Vamos  a  almorzar." 
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"AaeaMTG  noonOeflaeM." 

"Lefs  do  lunch." 


NOBODY  UNDERSTANDS  THE  LANGUAGE  OF 
INTERNATIONAL  BUSINESS  BETTER  THAN  WE  DO, 


For  the  fourth  year  in  a  row,  our  Masters  of  International  Business  Studies  program  (MIBS)  has  been  ranked 
#1  in  the  country  by  U.S.  News  &  World  Report.  And  while  this  may  come  as  a  surprise  to  some,  it  certainly 
doesn't  come  as  a  surprise  to  us.  «  After  all,  MIBS  goes  far  beyond  the  standard  MBA  education  today.  In  tact,  unlike 
most  other  schools,  we  require  all  of  our  students  to  master  at  least  one  of  eleven  foreign  languages.  And,  each 
student  must  serve  a  six  month  internship  overseas  with  a  multi-national  company.  %  Internationally  focused 
programs  like  MIBS  have  done  a  lot  for  us.  And  a  lot  for  our  state.  But  what's  most  important  is  what  they  can  do 
for  you.  «  If  you'd  like  more  information  about  the  University  of  South  Carolina,  call  us  at  the  number 
below.  Of  course,  if  you're  ever  in  the  area,  feel  free  to  just  stop  by.  We'd  love  to  have  lunch  with  you. 

[T  H  E   y  N  I  V JE  R^^^s  O  f    South    C  a  r  o  l  i^^^^^^ 

Dr.  John  M.  Palms,  President*  University  of  South  Carolina,  Columbia,  SC  2920S  •  (803)777-200 
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into  South 
Carolina's 
economy.  The 
state  gives  job 
tax  credit  for 
each  new  full- 
time  job  creat- 
ed by  a  compa- 
ny relocating 
or  expanding. 
It  offers  a  cred- 
it on  state  cor- 
porate income 
tax  or  corpo- 
rate license 
fees  for 
headquarters 
creation.  And 
legislators  have 
taken  a  nation- 
al leadership 
role  by  establishing  a  tax  credit  for  firms  that 
establish  and  operate  child-care  programs. 


Furthermore,  man- 
ufacturing inventory 
and  intangible  proper- 
ty are  exempt  from 
taxation.  Any  new 
manufacturing  facili- 
ty is  exempt  for  the 
first  five  years  from  all 
county  taxes  except 
school  taxes.  For  com- 
panies making  an  $85 
million  investment  or 
more,  a  fee  in  lieu  of 
taxes  may  be  negotiat- 
ed with  the  county. 

If  a  local  economy  takes  a  blow,  govern- 
ment officials  move  swiftly.  For  example, 
when  the  Myrtle  Beach  Air  Force  Base  in 
Horry  County  closed  down,  the  Governor 
asked  state-owned  electric  utility  Santee 
Cooper  in  February  to  facilitate  a  complex 
land-swap  deal  that  would  enable  AVX 
Corp.  to  expand  on  the  property  formerly 
occupied  by  the  base.  By  September 
Governor  Campbell  and  Ken  Ford,  presi- 
dent and  chief  executive  officer  of  Santee 
Cooper,  announced  the  signing  of  the  deal, 


SOUTH  CAROLINA'S 
TO  PUT  AMBITIOUS, 
FOR  EMPLOYERS. 


SONOCO  PRODUCTS  COMPANY 
Packaging  Around  the  Comer, 
Around  the  World 


WORK  FORCE  IS  PROOF  OF  THE  STATE'S  ABILITY 
ENERGETIC  AND  SKILLED  EMPLOYEES  TO  WORK 


which  will  bring  an  additional  1,000  jobs " 
Horry  County.  AVX,  a  Myrtle  Beach  mar 
ufacturer  of  solid-state  electronic  compo- 
nents, moved  its  headquarters  to  the  coun 
ty  last  year  from  New  York  City  and  is 
already  the  county's  largest  employer. 

Says  Ford,  "By  working  together.  South 
Carolina's  economy  has  benefited.  There's 
lot  of  praise  to  go  around.  It  has  taken  a 
combined  effort  of  Santee  Cooper  person- 
nel working  with  representatives  of  the 
Governor's  Office,  S.C.  Forestry  Commis- 
sion, the  Air  Force  and  AVX.  We  apprecia 
ed  the  Governor's  confidence  in  asking  us 
to  serve  as  the  state's  agent  for  negotiating 
this  exchange." 


ounded  1899  in  Hartsville,  South  Carolina. 
Today  serving  the  world's  packaging 

requirements  from 
more  than  250 
locations  in 
22  countries  with 
16,000  Sonoco  team 
members. 


Teamwork,  a  critical 
element  ofSonoco's 
historical  success. 


For  a  free  brochure  and  annual  report: 

Sonoco  Prodticts  Company,  Corporate  Communication  -  A09 
P.O.  Box  160,  Hartsville,  S.C.  29551,  FAX:  803/383-7008 


Quiiin  or  TH[  WORK  roii([ 

In  recent  years.  South  Carolina  has  been  oi 
the  cutting  edge  of  efforts  to  give  America 
workers  a  boost  through  education  and 
retraining.  For  example,  the  State  Board  fo 
Technical  and  Comprehensive  Education 
provides  customized  training  for  workers 
new  jobs  created  by  corporate  investment. 
A  national  model,  this  program  represents 
significant  investment  in  South  Carolina's 
work  force,  and  nearly  one-third  of  the 
state's  manufacturers,  including  Michelin, 
Hughes  Aircraft  and  Robert  Bosch,  have 
used  the  pre-employment  program  to  trair 
138,000  workers. 

•  Lawrence  M.  Gressette  Jr.,  chairman, 
president  and  chief  executive  officer  of 
SCANA  Corp.,  a  Columbia-headquarterec 
$3  billion  energy-based  holding  company 
engaged  in  electric  and  natural  gas  utility 
operations,  has  high  praise  for  the  state's 
network  of  16  technical  schools  offering 
108  career  programs.  In  1992,  the  U.S. 
Department  of  Labor  named  the  network 
the  nation's  best.  Gressette  observes,  'Thes- 
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schools  are 
particularly 
important  in 
this  age  of 
high  technolo- 
gy and  chang- 
ing work  pat- 
terns that 
require  special 
skills." 

Governor 
Campbell 
agrees: 
'Technology 
V  advances 
/  and  new 
modes  of 
communica- 
tion have  per- 
meated just 
^  about  every 
pect  of  the  business  world.  Now  they're 
iving  a  major  effect  on  how  we  learn  — 
3m  grade  school  to  worker  training.  And 
)uth  Carolina's  on  the  leading  edge,  with 
gh-tech  programs  from  South  Carolina 
iucational  Television,  the  State  Depart- 
ent  of  Education  and  Hughes  Aircraft's 
alaxy  Institute  for  Education." 

South  Carolina  Educational  Television 
CETV]  is  scheduled  to  begin  airing  in 
assrooms  across  the  state  by  year-end, 
naming  quality  education  to  rural  areas. 
:ys  John  Liston,  SCETV's  director  of  spe- 
al  school  projects  and  a  former  school 
iperintendent,  "Distance  learning  is  a  poor 
;an's  salvation,  because  it's  affordable, 
cessible  and  of  the  highest  quality." 

Educators  plan  to  use  this  technology  to 
..ucate,  train  and  retrain  the  local  work 
rce  to  compete  in  a  global  marketplace, 
ore  than  30  public  higher  education  insti- 
tions  in  the  state  will  use  the  new  digital 
rvice  to  share  faculty  and  trade  informa- 
)n  with  other  university  staffs  without 
ving  to  build  branches. 
During  the  1992-1993  school  year,  347 
jdents  were  enrolled  in  Satellite 
Iucational  Resources  Consortium 
ERC),  a  national  partnership  of  educators 
d  public  broadcasters,  of  which  South 
arolina  is  a  pioneer.  The  partnership  is 
dicated  to  bringing  quality  courses  like 


Turning 
Possibilities  Into 
realities 


SCANA  Corporation:  a  $3  billion 
energy-based  holding  company 
with  regulated  electric  and  natural 
gas  utility  businesses  and  non- 
regulated  diversified  businesses. 

•  Spring  1996  -  projected 
completion  date  for  $450  million 
coal-fired,  electric  generating 
plant 

•  Summer  Nuclear  Station 
recognized  again  as  one  of  top 
nuclear  plants  in  the  country 

•  In  past  3  years,  acquisition  and 
development  of  natural  gas 
reserves  add  250  billion  cubic 
feet  to  energy  portfolio 

•  Construction  of  $24  million 
liquefied  natural  gas  satellite 
facility  completed 

•  $1.7  million  in  SCANA  Community 
Development  grants  leveraged 
total  projects  costing  $47  million 
in  federal  and  state  funds  and 
9,000  jobs  to  date 

•  130-mile  fiber  optic  line  from 
Atlanta  to  Columbus,  Georgia 
completed  for  a  total  of  625  miles 
of  fiber  optic  lines  in  three  states 

Building  shareholder  value. 
Our  reality.  Our  commitment. 


LAWRENCE  M.  GRESSETTE,  JR: 
Chairman  of  the  Board, 
President  and  Chief  Executive  Officer- 


COLUMBIA,  SC  29218. 
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PROFILES  I'N  E  X  C  E  L  L  E  N  C 
 — criIIlHOFFMAlslN'LA  ROCHfIi:::>-  


Years  of  exhaustive  research  and  painstaking  work.  That's  what 
it  took  Hoffmann-La  Roche  to  produce  interferon  alfa-2a,  a  ^ 
biological  compound  that  has  proven  extremely  useful  in  the 
treatment  of  various  types  of  cancer. 

Hoffmann-La  Roche  is  equally  dedicated  and  uncompromising 

I  in  Other  areas  of  endeavor, 
r  ^  -^P^B      Which  is  why  we're  proud  to  say 

1 1  im  that  when  searching  for  a  site  for 

JH  a  new  pharmaceutical  subsidiary, 

1*4  ■  attributes  they  were  looking  for 

ff      .  I  in  South  Carolina.  A  uniquely 

t  ^1  accessible  and  progressive 

\^^^B^r^  government.  An  extensive  range  o1 

^JBm  ilP'P  i^ecl^i^ical,  educational  and 

"^m^^B^^  ^  ^^m  recreational  resources.  And 

■fr  ^  excellent  communities  in  which 

 —  1  to  live,  work  and  raise  a  family. 

Find  out  more  about  South  Carolina.  You'll  see  our  standards 
of  excellence  meet  yours. 

Call  l-800-868w'232.  In  Canada  or  ^i^l  if"  ^ 

Mexico  call  1-803-73/^0400.  LI  1  ' 

Carouna 


outh 


Excellence  At  Work 

'    "   .  Call  toll-free  or  write  Wayne  L.  Sterling,  CJ.D.,  Executive  Director 

South  Carolina  Departi^ient  of  Commerce,  EO.  Box  927,  Columbia,  SC  29202  Fax:  l-'803'737-0418. 

\  -  .  ADC11W100193 


ADVERTISEMENT  13 


South 

CAROLINA 


mam 
mm 

ClOBAl 


Russian  I  and 
II,  Advanced 
Placement 
Economics, 
World 
Geography 
Honors  and 
Japanese  I  and 
II  to  under- 
served  schools. 

Hughes 
Aircraft,  the 
National 
Science  Foun- 
dation and 
several 
other  foun- 
dations have 
joined  forces 
to  launch  the 
Galaxy 

assroom,  a  $24  million  satellite  communi- 
:ions  network,  which  has  an  ambitious 
al  of  reaching  10  million  students  in 
,000  schools  by  the  year  2000. 
ellichamp  Elementary  School  in 
angeburg,  S.C.  is  one  of  its  three  pilot 
agrams  in  the  country. 
Says  Sam  Stevenson,  vice  president  and 
neral  manager  of  Hughes  South 
irolina  at  Orangeburg:  "Hughes  is  a  tech- 
logy-oriented  company.  We  believe  very 
ongly  in  education,  and  at  every  Hughes 
int  location,  there  is  a  relationship  with 
;  schools.  We  try  to  hire  the  best  from 
;  graduating  classes  and  develop  them 
0  good  employees." 


ItUTH  CAROLINA  IS  HOME  TO  SOME  OF  THE  FINEST  GOLF  COURSES 
THE  WORLD. 


Education  aside,  workers  in  this  right- 
to-work  state  possess  a  trait  that  is  difficult 
to  develop  in  people:  the  desire  to  work 
hard.  'They're  willing  to  give  a  day's  work 
for  a  day's  pay,"  says  Foerster,  one  of  South 
Carolina's  salesmen  to  Europe.  'They  have 
the  motivation  and  the  ability  to  acquire 
the  skills  for  industrial 
operations." 

OIUITYOIIIFE 

Those  who  work  hard 
typically  like  to  play 
hard,  too.  South 
Carolina  affords  its  resi- 
dents plenty  of  opportu- 
nities for  both  with  46 
state  parks,  two  national 
parks,  more  than  250 
public  golf  courses,  200 
miles  of  coastline,  his- 
toric ports,  colorful  festi- 
vals and  majestic  moun- 
tains nicknamed  the  "Great  Blue  Hills  of 
God"  by  the  Cherokee  Indians. 

'It's  attributes  such  as  these  that  draw 
millions  of  visitors  to  the  state  annually, 
making  tourism  South  Carolina's  second- 
largest  industry  with  direct  and  indirect 
expenditures  of  more  than  $6.4  billion," 
says  John  W.  Lawrence,  interim  director  of 
the  South  Carolina  Department  of  Parks, 
Recreation  &  Tourism. 

The  Lowcountry,  the  flat  land  between 
Charleston  and  Savannah,  Georgia,  encom- 
passes some  of  the  South's  most  famous 
resorts,  like  the  carefully  developed  Hilton 
Head  Island.  Nearby  Hunting  Island  is  less 
developed  and  features  a  5,000-acre  state 
park  divided  between  semitropical  forest 
and  grassy  wetlands.  To  the  south  of 

Charleston,  whose  his- 
toric district  predates 
the  Revolutionary  War, 
lies  Kiawah  Island. 

Horse  lovers  delight 
in  Aiken,  a  small  town 
that  became  a  play- 
ground for  the  rich  in 
the  late  1800s.  Its 
Triple  Crown  —  which 
consists  of  a  steeple- 
chase, harness  racing 
and  timed  trials  —  is 
held  over  three  week- 
ends in  March. 
Thoroughbreds  spend 


CHARLESTON  BATTERY,  ONE  OF 
THE  COUNTRY'S  LEADING  HISTORIC 
TOURIST  ATTRACTIONS 


their  winters  here  to  train  in  the  moderate 
climate. 

Adventurers  revel  in  scuba-diving  off 
Myrtle  Beach  and  whitewater  rafting 
along  the  Chattooga  National  Wild  and 
Scenic  River,  which  snakes  through  the 
Upcountry's  Blue  Ridge  Mountains.  More 
sedate  diversions  are 
peach-picking  in 
Spartanburg  and 
angling  in  the  South 
E  Strand  salt  marshes  and 
I  tidal  creeks. 
I      South  Carolina  isn't 
1  short  on  culture  either 
Z  It  hosts  the  famous 
I  Spoleto  Festival  U.S.A., 
H  a  performing  arts  festi- 
o  val  held  annually  in  late 
spring,  and  it  has  14 
symphony  orchestras,  35 
dance  companies  and  77 
community  theaters. 
"In  South  Carolina,"  says  the  Governor, 
"we  celebrate  life,  embracing  the  arts,  the 
outdoors  and  each  other  as  is  characteristic 
of  our  Southern  heritage." 


Make  your 
best  move 
to  Atlantic 
Center. 

'     A  full-service, 
improved,  mixed- 
;   use  industrial 
.   center  located  in 
the  heart  of 
South  Carolina's 
Grand  Strand. 


Atlantic  Center 


I 


I 


For  More  Information  Contact: 

Santee  Cooper 
Economic  Development 

One  Riverwood  Drive 
Monclts  Corner,  SC  29461 
1  800  833  7797  •  (803)  761  7010 
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OVER  $90q,000.000   


Donald  Joyce  Hall 
Barbara  Hall  Marshall 
Elizabeth  Ann  Reid 

Brother  and  sisters.  Hallmark  Cards. 
Mission  Hills,  Kans.  Father,  Joyce 
Hall  (d.  1982),  midvvestern  preach- 
er's son,  began  selling  postcards 
1906  at  15;  then  greeting  cards. 
Friend  Norman  Rockwell  illustrated 
Christmas  cards.  Created  new  Amer- 
ican industry:  prepackaged  senti- 
ment for  all  occasions.  Advertised 
heavily  late  1920s,  gained  name  rec- 
ognition; avoided  WWII  rationing 
by  convincing  government  cards 
boosted  national  morale.  Now  Hall- 
mark leads  industry — 1992  sales  esti- 
mated $2.9  billion.  Over  700-person 
creative  staff  develops  24,000  cards  a 
year  (plus  gift  wrapping,  fuzzy  ani- 
mals, etc.).  New  computer-based 
system  lets  consumer  personalize 
own  greeting  cards,  invitations,  an- 
nouncements. Over  200  designs  in 
system.  Hallmark  also  has  stakes  in 
media  groups.  Family  controls  two 
thirds  of  private  company;  employee 
plan  has  rest.  Children:  "just  plain 
Midwest  folk  who  happen  to  be  the 
progeny  of  a  genius."  Donald:  Mis- 
sion Hills,  Kans.  65.  Married,  3  chil- 
dren. Chairman's  one-third  of  com- 
pany estimated  $960  million.  Barba- 
ra: Kansas  City,  Mo.  70.  Widowed,  2 
children.  Elizabeth:  Denton,  Tex. 
71 .  Divorced,  5  children.  Sisters  each 
have  one-sixth  of  Hallmark,  estimat- 
ed worth  about  $480  million  each. 


Richard  Alan  Smith 

Harcourt  General  Inc.,  formerly  Gen- 
eral Cinema.  Chestnut  Hill,  Mass.  68. 
Married,  3  children.  Father  Philip 
founded  company  1922;  built  drive- 
in  theater  chain,  went  public  1960; 
died  1961.  Richard:  Harvard  1946; 
LL.D.  Boston  College  1988.  Bought 
soft  drink  bottling  company  1968; 
became  largest  U.S.  inciependent 
Pepsi  bottler.  Sold  1989  for  $1.77 
bUlion.  Mid-1980s,  bought  49%  Car- 
ter Hawley  Hale;  exchanged  for  60% 
Neiman  Marcus  1987.  Acquired  Har- 
court Brace  Jovanovich  1991  for  $1 .5 
billion;  renamed  company  last  March. 
"We've  probably  divested  moie 
things  than  we  invested  in."  Civically 
active.  His  company  shares  recendy 
worth  $955  million. 


Robert  Bass 

The  busiest  of  the  Bass  Brothers, 
he's  teamed  up  with  two  partners 
to  buy  eight  food  companies. 
He's  also  raising  a  $400  million 
fund  to  do  insurance  deals, 
and  investing  in  real  estate. 


Winthrop  Paul  Rockefeller 

Inheritance.  Morrilton,  Ai'k.  44.  Di- 
vorced, remarried;  3  children  by  first 
wife,  2  by  second.  Great-grandson  of 
John  D.  Rockefeller,  only  child  of 
"black  sheep"  Winthrop  (d.  1973,  see 
Rockefeller  family)^  who  converted 
rocky  mountaintop  into  Winrock 
Farms;  twice  Arkansas  GOP  governor. 
Winthrop  Paul  oftspring  of  brief  mar- 
riage to  Barbara  (Bobo)  Sears;  Euro- 
pean schooling;  Oxford  dropout  after 
first  year.  "Down-home  Rockefel- 
ler." Runs  Winrock,  one  of  largest 
private  cattle  operations  in  Southeast. 
Set  up  Law  Enforcement  Assistance 
Foundation  to  aid  local  sheriffs;  has 
accompanied  area  police  on  patrols. 
Some  suspect  Win  of  political  aspira- 
tions— Republican.  Very  philan- 
thropic. His  share  of  family  fortune 
believed  $950  million  or  more. 


John  Richard  Simplot  and  family 

Potatoes.  Boise,  Idaho.  84.  Divorced, 
remarried;  3  children.  Quit  school, 
left  home  eighth  grade.  Sorted  pota- 
toes, raised  hogs  saving  to  buy  first 
potato  field.  Millionaire  by  30.  Com- 
pany scientist  developed  freezing  pro- 


?  cess  1950s.  Assured  fortune:  co! 

f  vinced  Ray  Kroc  to  go  with  his  froz< 
french  fries.  "Mr.  Spud"  now  pr 

i  duces  1 .5  billion  lbs.  annually,  inclu 
ing  50%  of  McDonald's  fries.  Pota 
peels  help  feed  estimated  275, ()( 
cattle  annually.  Also  fertilizer,  frozi 
vegetables;  both  troubled  marke 
Amid  electronics  industry  slum 
healthy  Micron  stake;  said  to  ov 
stake  in  Ford  Motor  as  well.  FLstim. 
cd  worth  $950  million.  "I  love  Aim 
ica.  We've  got  the  only  system  th 
works — it  keeps  everybody  hustling 


Erskine  Bronson  Ingram 

Distribution,  river  barges.  Nashvil 
61.  Married,  4  children.  Followii 
father's  death  1963,  took  over 
refining,  marketing,  barge  businc 
with  brother  Fritz;  also  Weyerhaeu^ 
inheritance.  Entered  book  distrib 
tion  at  urging  of  family  friend  196 
found  new  business  metier.  Firm  sp 
1978  after  chairman  Fritz  convict 
for  bribery  (sentence  commuted 
President  Carter  1981);  Bronson  ; 
quitted.  Steadily  added  barge,  co 
computers,  oil,  wellhead  and  val 
equipment,  insurance;  Ingram  Indi 
tries  now  over  $4.6  billion  reveni 
(80%  from  distribution  books,  videc 
microcomputer  products).  Big  pu 
into  Mexico,  Europe,  with  acqui 
tion  House  of  Computers.  Estimat 
worth  over  $950  million. 


Edward  Perry  Bass 

Oil,  investments.  Fort  Worth.  A 
Single.  Second  of  4  brothers  (see  oU 
Basses).  Yale,  Coast  Guard,  Yale  arcl 
tecture  school;  only  non-M.B.A.  B. 
brother.  Influenced  by  commu 
outside  Santa  Fe,  ftinded  worldwii 
projects,  including  Nepal  hot 
"One  thing  my  travels  have  given  i 
is  an  understanding  of  culture 
Spending  millions  on  expcrimcn 
enclosed  ecosystem  in  Arizona:  B 
sphere  11.  Over  $20  million  to  estJ 
lish  Institute  of  Biosphere  Studies 
Yale.  "Only  10%  of  his  investmei 
are  nutt)'."  Loner:  spends  half  of  yi 
at  500,000-acre  Australian  cat 
ranch.  "His  best  moments  are  sitti 
by  the  campfire  in  the  Himalaya; 
Net  worth,  including  Disney  stock 
estimated  around  $925  million. 
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The  amazing  Spiderman,  with  creator  Stan  Lee  and  owner  Ronald  Perelman  (right) 
As  entertainment  becomes  one  of  America's  most  powerful  industries, 
Pereiman's  Marvel  Comics  shares  climbed  to  an  amazing  $1.6  billion.  Perel- 
man's  luck:  in  an  age  of  falling  literacy,  superhero  comics  could  be  pro- 
duced for  teens,  who  have  more  money  to  spend  than  10-year-olds  do. 


)avid  Geffen 

Lecording.  Malibu,  Beverly  Hills.  50. 
ingle.  Brooklynite,  scraped  through 
ligh  school,  college  dropout.  CBS 
isher,  receptionist  TV  production 
ompany.  Landed  in  legendary  Wil- 
am  Morris  mailroom;  managed  folk 
cts.  Founded  Asylum  Records  1970: 
■agles,  Bob  Dylan.  Sold  1972  for  $7 
nillion.  After  cancer  scare,  started 
jeffen  Records  1980:  Whitesnake, 
juns  N'  Roses;  movies  (Beetlejuice, 
Attle  Shop  of  Horrors)^  Broadway 
Cats,  Les  Miserables) .  Sold  to  mc:a 
arly  1990  for  stock.  Matsushita  takc- 
•ver  late  1990  made  it  $710  million, 
nto  junk;  investment-grade  bonds; 
tocks;  arbitrage;  helped  Calvin  Klein 
in  financial  troubles.  Announced  he 


was  gay  at  AIDS  benefit.  Estimated  at 
least  $900  million. 


Fred  A.  Lennon 

Valves,  pipe  fittings.  87.  Chagrin 
Falls,  Ohio.  Married,  2  children. 
Started  with  customer  service  at  IBM, 
then  salesman  for  oflSce  machine 
company,  Weldon  Tool,  both  Cleve- 
land. Met  CuUen  Crawford,  designer 
innovative  high-pressure  pipe  fitting 
(Swagelok);  as  partners,  started 
Crawford  Fitting  Co.  1947.  Craw- 
ford produced,  Lennon  sold.  Bought 
out  Crawford  for  "next  to  nothing." 
Expanded  mid-1950s  and  beyond. 
Virtually  created,  now  dominates 
field;  leader  domestic  market — stron- 


ger abroad.  Premium  product,  premi- 
um price:  "An  absolute  cash  cow." 
Very  secretive — company's  motto: 
secrecy  is  success,  success  is  secrecy. 
Must  work:  company  worth  over 
$900  million,  perhaps  far  over. 


William  Wrigley 

C^hevving  gum.  Chicago;  Lake  Gene- 
va, Wis.  60.  Twice  divorced,  remar- 
ried; 3  children.  Grandfather  William 
Wrigley  Jr.  (d.  1932)  left  Philadelphia 
for  Chicago  1891  to  sell  for  father's 
soap  business.  Offered  baking  powder 
as  incentive  to  buy  soap;  then  tried 
chewing  gimi  as  giveaway  to  sell  bak- 
ing powder.  Chewing  gum  more  pop- 
ular; Wrigley's  Spearmint  hit  market 
1893.  Mailed  sample  1914  to  every- 
one in  U.S.  phone  books.  Expanded 
under  father  Philip  K.  (d.  1977).  Ma- 
jority owner  Chicago  (baseball) 
(Albs;  sold  by  William  for  estate  taxes. 
Now  nms  company  with  son  William 
Jr.,  30.  Telephone  networkers:  sales- 
people contact  wholesalers  weekly  to 
check  on  supply.  Overseas  expansion 
to  over  110  countries.  Estimated 
worth  of  $900  million. 


William  Clay  Ford 
Josephine  Ford 

Brother  and  sister.  Only  sur\'iving 
grandchildren  of  Henry  Ford  (d. 
1947),  Ford  Motor  Co.  founder. 
Brother  Henry  Ford  II  (d.  1987)  left 
Yale  to  become  Ford  Motor  director; 
never  graduated.  Took  military  leave, 
joined  Navy  as  ensign  1941;  called 
back  upon  father  Edsel's  death  1943. 
Replaced  grandfather  as  president 
1945.  During  35-year  tenure  turned 
company  around,  rebuilt  America's 
number  2  car  company.  Henry's  son 
Edsel  II  president  Ford  Motor  Credit 
Co.  William:  68.  Grosse  Pointe 
Shores,  Mich.  Married  to  Martha 
Firestone,  4  children.  Director,  chair- 
man finance  committee.  Owns  De- 
troit (football)  Lions,  estimated  $118 
million;  with  Ford  stock  net  worth 
estimated  $900  million.  Son  William 
Jr.  heads  Ford's  climate-control  divi- 
sion. Josephine  (Dodie):  70.  Grosse 
Pointe  Farms,  Mich.  Married,  4  chil- 
dren. Art  collection.  Ford  stock;  esti- 
mated worth  $530  million.  More 
than  8-to-l  voting  power  of  family's 
"supei'voting"  Class  B  stock  main- 


prbes400  ■  October  18,  1993 


175 


OUEB  $80p.000,000 


tains  company  control  with  around 
10%  of  total  outstanding  shares.  Total 
Ford  family  fortune  estimated  at 
$1 .97  billion  or  more. 


l^^lliam  Morse  Davidson 

Guardian  Industries.  Bloomfield 
Hills,  Mich.  70.  Thrice  divorced,  2 
children.  Dabbled  as  lawyer,  but 
found  talent  rescuing  failing  business- 
es. Revived  uncle's  windshield  busi- 
ness. Took  over.  Took  public  1968; 
private  again  1985  in  $500  million 
LBO.  World's  fifth-largest  glassmakcr: 
1 5%  of  flat-glass  market,  8%  auto  mar- 
ket; sales  around  $1  billion.  Courts 
ordered  $40  million  payouts  for  pat- 
ent infringement.  Ex-colleague: 
"Why  pay  for  R&D  when  you  could 
get  it  otherwise?"  Also  $15  million 
union-busting  penalties.  Majority 
Detroit  (basketball)  Pistons,  Detroit 
sports  arena.  Committed  $30  million 
over  20  years  for  William  Davidson 
Institute  at  U.  of  Michigan's  School 
of  Business  Administration.  Estimat- 
ed some  $870  million. 


Maurice  (Hank)  Greenberg 
Houghton  Freeman  and  family  ir 
Ernest  £.  Stempel 

American  International  Group.  NV(  . 
Company  founded  Shanghai  1919 
by  C.V.  Starr  (d.  1968),  first  West- 
erner to  sell  insurance  to  Chinese. 
Built  international  conglomerate;  no 
heirs.  Large  block  Aid,  investments  in 
private  holding  companies,  con- 
trolled by  key  executives:  inheritance 
by  management.  Today  largest  com- 
mercial underwriter,  looking  to  in- 
crease opportunities.  Ready  to  take 
advantage  of  expected  boom  in  in- 
vestment in  China,  Eastern  Europe. 
Greenberg:  68.  Married,  4  children. 
Raised  on  New  York  dairy  farm.  Law- 
yer. Chance  interview  at  Continental 
Casualty  Corp.  went  badly;  Green- 
berg went  to  higher-ups;  hired  im- 
mediately. Moved  to  C.V.  Starr  & 
Co.  1961.  Rose  quickly,  named  sue 
cessor  1968.  Went  public  1969  as 
AIG.  Stock,  other  assets  recently 
worth  at  least  $855  million.  Free- 
man: NYC.  72.  Married.  Son  of  Mans- 
field Freeman  (d.  1992),  former  AIG 
executive.  Recently  retired  as  head  of 


Paul  Mellon  and  wife  Rachel  (Bunny),  savoring  victory  in  Louisville 
After  nearly  50  years  of  horse  breeding,  a  real  winner:  Sea  Hero  took  the  1993 
Kentucky  Derby.  Owner  of  a  near-billionKiollar  art  collection,  Mellon's  first 
purchase  was  "Pumpkin  with  Stable  Lad,"  a  horse  portrait  by  George  Stubbs. 


AIG-Asia,  came  home.  With  compar 
45  years,  estimated  at  recent  $5^ 
million.  Stempel:  Hamilton,  Benin 
da.  77.  Married,  4  children.  Joint 
C.V.  Starr  as  clerk  1938,  then  only  2 
employees.  Used  stock  options,  ii 
centive  system  to  accumulate  shan 
worth  recent  $430  million. 


Leonard  Norman  Stem 

Pet  supplies,  real  estate,  nyc:.  55.  D 
vorced,  remarried;  3  children.  Fatlv 
Max  came  from  Germany  with  2,1(! 
singing  canaries  in  1926.  Ix'onat 
took  over  floundering  Hartz  Moui 
tain  in  1959,  added  dog,  cat  supplie 
Built  to  industry  leader,  semi-monoi 
oly;  antitrust  fines.  Began  buyir 
New  Jersey  real  estate  1963;  devc 
oped  in  Jersey  Meadowlands.  Owi 
33  million  square  feet.  Took  Han 
public  1972,  private  1979.  Paid  $5 
million  for  Village  Voice  1985.  Ga\ 
alma  mater  NYU  $30  million  1981 
business  school  renamed  for  hin 
"My  kicis  will  have  less,  but  I'm  doin 
something  that  pleases  me."  So 
New  Jersey  real  estate  market  hurtin 
kids  more:  former  billionaire  no 
worth  an  estimated  $840  million. 


James  R.  Cargill 
Margaret  Cargill 
W.  Duncan  MacMillan 
John  Hugh  MacMillan  III 
Marion  MacMillan  Pictet 
Whitney  MacMillan 
Cargill  MacMillan  Jr. 
Pauline  MacMillan  Reinath 
and  families 
Cargill,  Inc.  Descendants  of  Williat 
W.  Cargill,  Long  Island-born  imm 
grant's  son,  moved  west  to  trade  grai 
1865;  quickly  surpassed  competitiot 
John  MacMillan  Sr.  took  over  190 
afi:er  death  of  father-in-law  Cargil 
Over  decades  company  becam 
world's  largest  grain  trader;  no' 
worldwide  in  agricultural  commoc 
ities,  financial  services,  manufactui 
ing,  etc.  Privately  held;  fiscal  199 
sales  $47  billion,  net  income  ovc 
$350  million;  books  said  to  be  consci 
vative.  Whitney  MacMillan  currei 
chairman,  GEO.  Control  via  votin 
stock  believed  evenly  split  among 
family  branches.  First  branch:  Jamc 
Minneapolis.  69.  Married,  3  childrei 
With  Cargill  since  1947,  retired  i 
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Cigna 


Who  cares? 

/e  do.  We  care  about  doing  the  best  job  for  our  customers  that  we  possibly  can,  in  every  arena  we  do 
siness  in.  That's  why  we  consist  of  individual,  highly  focused  divisions  that  branch  out  from  one  of  the 
Dst  stable,  most  firmly  rooted  entities  in  our  industry.  And  that's  why  we  have  adopted  a  new  corporate 
nbol  and  themeline.  To  more  closely  reflect  all  that  we  are  and  all  that  we  do.  And  to  reaffirm  that  each 
the  individual  CIGNA  divisions  has  the  freedom  and  the  motivation  to  do  whatever  it  takes  to  satisfy 
r  customers,  as  well  as  the  ability  to  draw  upon  the  parent  company's  enormous  strength  and  experience, 
s  an  arrangement  that  should  work  out  wonderfully  for  us  and,  more  importantly,  for  our  customers. 


Cigna 

A  Business  of  Caring. 


thCare    Property  &  Casualty    Group  Insurance    Retirement  &  Investment      Reinsurance       Reinsurance      Individual    International  International 

Life -Accident  ■  Disability       Investment  ServiceS      Management      Ufe  •  Accident  •  Health      Property  &  Casualty      InSUrance       Property  &  Casualty      life  &  Employee  Bene6ts 


OWIR  $800.000.000 


Wayne  Huizenga 
and  two  of  his 
Florida  Panthers 
Blockbuster's 
founder  and 
chairman  be- 
lieves hockey 
the  next  big 
growth  sport, 
and  is  pulling 
out  all  the  stop) 
to  promote  his 
new  NHL 
franchise 
in  south 
Florida. 


senior  VP  1990;  still  director.  Runs 
Dinnaken  Properties:  builds  housing 
for  U.  of  Minnesota.  Expert  trout 
fisherman;  owns  small  jewelry  store. 
Sister  Margaret:  La  Jolla,  Calif  73. 
Never  married;  extremely  private. 
Second  branch:  Duncan:  Wayzata, 
Minn.  64.  Married,  4  children.  In 
Cargill  from  1953,  director  since 
1966;  vice  chairman  Waycrosse,  Inc., 
family  investment  firm.  Wrote  2-\'ol- 
ume  family  history.  Brother  John 
Hugh:  Hillsboro  Beach,  Fla.  65.  Di- 
vorced, 9  children.  Active  in  compa- 
ny, owns  largest  private  barge/tow- 
ing  company  lower  Mississippi.  Avid 
sports  fisherman.  Sister  Marion: 
Hamilton  Beach,  Bermuda.  60.  Di- 
vorced; 1  daughter,  another  child  de- 
ceased. Owns,  manages  large  real  es- 
tate holdings  worldwide,  many  relat- 
ed to  farming.  Third  branch: 
Whitney:  Minneapolis.  65.  Married,  2 
children.  Noted  expert  on  East- West 
commercial  relations;  various  U.S., 
international  positions  with  compa- 
ny; chief  executive  since  1977.  Broth- 
er Cargill:  Wayzata,  Minn.  65.  Di- 
vorced, remarried;  4  children.  Senior 
vice  president  Cargill  1973-88.  Re- 
tired, still  active  in  company  affairs. 


Philanthropic  interests,  public  TV, 
banks.  Sister  Pauline:  St.  Louis.  59. 
Married,  4  children.  Veiy  quiet  life- 
st)'le,  works  with  handicapped  chil- 
dren. Not  active  in  company.  Family 
worth  an  estimated  $5  billion  or 
more,  split  3  ways. 

Donald  John  Tyson 
Barbara  Tyson 

Brother,  sister-in-law.  Tyson  Foods. 
Don:  Springdale,  Ai-k.  63.  Married,  3 
children.  Barbara:  Fayetteville,  Ark. 
44.  Widowed,  no  children.  Don's  fa- 
ther founded  now- largest  chicken 
processor  during  Depression.  Killed 
in  car- train  wreck  1967;  Don  took 
over;  also  half  brother  Randal.  Acqui- 
sitions sparked  growth  next  25  years; 
built  onlv  3  of  59  plants.  Largest 
takeover  1989:  Hollv  Farms,  $1.5 
billion.  Sales  $4.2  billion  1992.  R.tn- 
dal  died  in  cholcing  accident  1986, 
leaving  Barbara  his  shares.  All  execu- 
tives wear  company  uniform:  khaki 
pants,  shirts  with  first  names  stitched 
over  pocket.  "If  we  all  wore  suits, 
we'd  sit  here  in  the  office."  Don 
accomplished  deep-sea  .  fisherman; 
Willie  Nelson  fan.  All  3  children  in 


company:  John,  39,  president,  be 
and  pork  division;  Cheiyl,  38,  heat 
T\'son  foundation;  Carla,  36,  works 
marketing  unit.  Don's  Tyson  shar 
worth  $810  million;  Barbara's,  $65 
million. 


Bob  John  Magness 

Cable  T\'.  John  C.  Malone's  (win 
see)  better  half  Englewood,  Colo.  6 
Widowed,  remarried;  2  sons.  Bo: 
Clinton,  Okla.  Patton's  Third  Arm 
Southwestern  State  College  194 
Rancher,  cottonseed  seller.  Starti 
cable  system  West  Texas  1955.  I 
stalled  small  systems;  sold  when  d 
preciated,  bought  larger  ones.  Reco 
nized  managerial  limitations,  foui 
Malone  for  CEO.  Tele-Communic 
tions  now  largest  cable  operator,  in 
programming  \'ia  Libert)'  Media. 
1987  led  Ted  Turner  (which  see)  \x 
cue;  got  stock.  Complex,  contro\  c 
sial  dealings;  Al  Gore  calls  TCI  tl 
"■ringleader"  in  the  "Cable  Co 
Nostra";  Magness  hotly  deni 
wrongdoing.  Raises  cattle  and  horse 
collects  western  art.  His  shares  recen 
ly  rocketed  to  $810  million. 
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^When  you  love  what  youVe  doing  as  much  as 
I  do,  it  doesn^t  feel  like  work/%/acdoDomngo 


Wherever  he  travels,  Placido  Domingo 
carries  a  series  of  green  bound  books 
into  which  he  writes  his  engagements  up 
to  three  years  in  advance.  Such  are  the 
demands  the  opera  world  makes  on  one 
of  its  most  sought-after  performers. 

His  ability  to  thrill  an  audience  is 
such  that  a  legendary  curtain  call  in 
Vienna  lasted  over  an  hour.  "It  would 
have  been  easier,"  Placido  said,  "to  sing 
the  opera  all  over  again." 

Domingo  has  committed  nearly 
a  hundred  operatic  roles  to  memory.  He 
believes  this  daunting  repertoire  is  nec- 
essary to  attract  the  widest  possible 
audience  because  his  ambition  is  to 
help  more  people,  all  over  the  world, 
enjoy  the  music  he  loves. 

More  than  a  singer, 
Domingo  is  also  a  respected 
conductor.  "The  operatic 


conductor  is  like  a  Roman  charioteer," 
he  says.  "He  has  a  hundred  horses 
on  stage  and  a  hundred  horses  in  the 
pit.  And  he  has  to  control  them  all." 

Throughout  his  career,  Domingo 
has  held  himself  to  the  highest  stan- 
dards of  performance.  It's  the  same 
measure  he  uses  when  selecting  a 
timepiece.  "My  Rolex  is  perfect  for 
me,"  he  states.  "You  could  say 
it's  one  of  my  favorite 
instruments." 


t 

ROLEX 


Rolex  Oyster  Perpetual  GMT  Master  I!  Date  Chronometer  in  18kt  gold  with  matching  Jubilee  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A..  Inc.,  Dept.  999,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022-5383 

Rolex,  #.  Oyster  Perpetual,  GMT-Master  II  and  Jubilee  are  trademarks. 
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Eli  Broad 

Home  building,  financial  services,  la. 
60.  Married,  2  children.  Cofoiinded 
Kaufman  &  Broad  with  $25,000  loan 
from  in-laws,  age  23.  (Kaufman  died 
in  plane  crash  1983.)  Left  Michigan 
for  California.  Added  insurance  to 
hedge  real  estate  cycles;  in  1989  spun 
off  home  builder.  Financial  services 
company  now  called  SunAmerica  Inc. 
Personally  developing  over  3,500 
acres  near  Sacramento.  (France  also 
became  major  market.)  Huge  con- 
temporary art  collection;  founding 
chairman  Museimi  of  Contemporary' 
Art  in  LA  1980;  dabbles  in  leveraged 
buyouts.  Gave  $20  million  to  Michi- 
gan State;  business  school  named  af- 
ter him.  "Eli  is  a  pleasant  man.  But 
he's  the  type  of  guy  who  will  clean 
your  clock  in  a  business  deal.'''  Worth 
estimated  $810  million. 


Marc  Rich 
Pincus  Green 

Trading  partners.  Meggen,  Switzer- 
land. Rich:  58.  Divorced,  remarried; 
3  daughters.  Green:  58.  Married,  4 
children.  Rich:  Belgian  born;  family 
tied  Europe  to  U.S.  1941.  Quit  NYU 
for  Philipp  Brothers  (commodity 
traders)  mailroom.  Rose  with  Brook- 
lyn-born "Pinky"  to  star  trader:  pio- 
neered spot  oil  market  1968.  Phibro 
reneged  on  bonus:  Rich  walked, 
launched  Marc  Rich  &  Co.  with 
Pinky,  other  Phibro  executives  1973. 
Traded  Iranian  crude  during  hostage 
crisis;  shipped  profits  to  Switzerland. 
Pair  fled  there  after  charges  of  tax 
evasion  1983.  Paid  $171  million  fed- 
eral fines  so  U.S.  arm,  (Clarendon, 
could  resume  business  1984.  Rich 
boasts  Spanish,  Belgian  and  Israeli 
citizenship;  Pinky,  Israeli.  Feds  still 
consider  them  Americans;  both  still 
wanted.  Zug-based  companv  now 
world's  second-largest  commodity' 
trader  after  Cargill  (which  see).  Domi- 
nates aluminum  market;  refocusing 
on  oil.  Big  move  into  Russia  led  to 
huge  profits.  Major  personnel  changes 
last  3  years:  Pinky,  after  heart  bypass, 
retired  199 1 ;  bought  out.  Other  part- 
ners left.  Now  Rich  selling,  too:  will 
reduce  5 1  %  interest  in  firm  to  1 5%  over 
5  years.  "1  am  not  retiring."  Wife 
Denise,  seeking  $500  million  divorce 
settlement,  fears  Rich  will  conceal  the 
cash.  Green's  net  worth  believed  $800 


million.  Rich  estimated  worth  at  least 
$800  million  as  well:  "I  am  convinced 
that  sometime  in  the  future  U.S.  attor- 
neys will  recognize  that  [my]  transac 
tions  were  guided  by  expert  tax  coun- 
sel and  were  proper." 


John  Jeffry  Louis 

Inheritance.  Winnetka,  111.  68.  Mar- 
ried, 3  children.  First  cousin  to  Samu- 
el Johnson  of  Johnson  Wax  (which 
see).  Worked  in  dad's  advertising 
agency,  then  in  international  market- 
ing for  Johnson  Wax.  Chairman  of 
Combined  Communications  1968; 
stepped  down  1981  after  merger  with 
Gannett.  Other  investments,  business 
activities:  director  S.C.  Johnson  & 
Son,  Gannett.  Strong  Republican 
supporter,  ambassador  to  Britain  for 
Reagan;  resigned  1983,  reportedly 
pressured  to  do  so.  Golfer,  philan- 
thropist. With  family,  30%  of  S.C. 
Johnson  &  Son,  other  holdings,  esti- 
mated net  worth  over  $800  million. 


Jack  Kent  Cooke 

Real  estate,  investments,  sports.  Mid- 
dleburg,  Va.  80.  Three  ciivorces,  re- 
married; 2  sons  by  first  wife,  daughter 
by  third  (who  signed,  ignored  prenup 
deal  to  end  pregnancy).  Fourth  wife, 
Bolivian  around  37,  in  deportation 
proceedings  for  connection  to  co- 
caine smuggling  ring.  Jack  son  of 
Canadian  picture-frame  maker  ruined 
in  Depression,  sold  encyclopedias 
door-to-door.  Bought  radio  station 
age  25;  added  newspapers,  maga- 
zines; millionaire  before  30.  Natural- 
ized 1960  by  act  of  Congress.  Bought 
LA  (basketball)  Lakers,  built  Forum, 
sold  1979.  Bought  NYC's  Chr\'sler 
Building  1979,  LA  Daily  News  1985. 
Made  $500  million  profit  dealing  ca- 
ble systems  1980s.  Owns  Washington 
(football)  Redskins.  Net  worth  esti- 
mated S800  million. 


Shelby  GuUom  Davis 

In\'estment  banking.  Tarr)'town, 
N.Y.  84.  Married,  2  children.  Prince- 
ton 1930;  Columbia  1931;  Ph.D.  U. 
of  Geneva  1934.  CBs'  Swiss  corre- 
spondent before  WWII;  New  York 
deputy  superintendent  insurance 
1945:  "1  got  to  know  who  were  the 
bluffers  and  who  were  really  profes- 


sionals." With  $100,000,  found 
Shelby  Cullom  Davis  &  Co.  19^ 
early  specialist  insurance  stocks.  S 
chairman:  "I'm  an  equirv'  man.  Stoc 
ride  through  inflation  a  lot  better  th 
bonds."  Devout  Republican,  amb; 
sador  to  Switzerland  1969-75.  C^ha 
man  emeritus  Heritage  Foundati( 
(too  much  travel  to  remain  cha 
man).  Rising  market  lifts  equity  poi 
folio  (98%  total  assets,  focused  ( 
insurance  and  thrifts),  etc.,  to  $8( 
million  or  more. 


Charles  Feeney 

Duty  Free  Shoppers.  London.  6 
Married,  5  children.  Started  Hoi 
Kong  1960  with  C^ornell  School 
Hotel  Administration  classmate,  bu 
world's  largest  duty-free  retailer.  Sal 
over  $2  billion.  Targets  Japanc 
tourists:  gives  tour  guides  heft)'  con 
missions  to  steer  customers.  Left  oj 
erations  1970s  to  invest  huge  ca; 
flow  via  Bermuda- based  General  A 
lantic  Holding,  Hong  Kong/Sc 
Francisco- based  IntcrPacific.  Reso 
hotels  Guam,  Saipan;  Tahiti  shoppir 
center,  Taiwan  watchmaker,  et 
High-strung,  fast  talker.  Flies  econc 
my,  "most  content  at  36,000  feet. 
Reclusi\'e.  Margins,  sales  down  wit 
Japanese  tourism,  but  his  38%  Du 
Free  Shoppers,  etc.,  mav  be  wort 
$800  million. 


Harold  Clark  Simmons 

Inxestments.  Dallas;  Montecit( 
Calif  62.  Twice  divorced,  remarricc 
4  daughters,  2  stepchildren.  Son  ( 
Texas  schoolteachers.  Bought  Dalk 
drugstore  for  $5,000  1960;  bui 
100-store  chain;  sold  for  $50  millio 
1973.  Built  conglomerate  with  ho; 
tile  takeovers;  pocketed  $138  millioi 
on  GAP,  $89  million  on  SeaLanc 
"Everybody's  got  to  do  something. 
His  20%  stake  Lockheed  lost  $5 
million,  claims  accounting  loss  onl\ 
Most  assets  now  in  Valhi  Inc.  Activ 
philanthropist.  "What  do  you  thin 
I'm  going  to  do  with  my  mone\'.- 
Arthritis  research  (longtime  sufferer 
$41  million  to  U.  of  Texas  South 
western  Medical  Center  1988.  Famil 
man.  Stock,  companies,  etc.,  estimat 
ed  $785  million;  most  will  go  tt 
medical  foundation. 
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In  1907  they  called  them  magnates, 

moguls  and  captains  of  industry. 
Today  they're  called  entrepreneurs. 

We've  always  called  them  clients. 

IBessemer  was  founded  by  a  captain  of  industry  in  1907  when 
he  established  the  firm  to  manage  the  proceeds  of  the  sale  of  his 
company,  and  to  ensure  that  he  and  his  heirs  were  properly 
advised  on  tax  and  trust  matters  so  that  his  fortune  would  not  be 
diminished  as  it  passed  to  continuing  generations.  We  continue  to 
advise  more  than  700  families  of  substantial  net  worth  and  their 
heirs.  Today  over  $10  billion  of  their  assets  are  entrusted  to  our  care. 

Whether  you  call  them  magnates,  moguls  or  entrepreneurs, 
for  generations  these  successful  individuals  have  relied  on 
Bessemer's  expertise  in  managing  their  total  financial  needs, 
including  investment  management,  tax  and  financial  planning, 
trust  and  estate  services  and  generational  planning.  To  learn  more 
about  Bessemer's  services  for  individuals  with  over  $5  million  to 
invest,  or  for  a  copy  of  our  booklet,  "A  Guide  to  Investing  for  the 
Wealthy,"  write  or  call  Robert  C.  Elliott,  Senior  Executive  Vice 
President,  at  (212)  708-9141. 


Bessemer  Trust 

ENHANCING  PRIVATE  FORTUNES  FOR  GENERATIONS 


630  Fifth  Avenue,  New  York,  New  York  Will 
The  Bessemer  Trust  Companies:  Offices  in  New  York,  Palm  Beach,  Miami, 
Washington,  DC,  Chicago,  London,  Woodhridgc,  Nf,  Grand  Cayman 


OWER  $700,000,000 


Jack  Kent  Cooke  and  Virginia  Governor 
Wilder;  wife  Marlene  (left) 
Deportation  proceedings  have 
started  against  the  "Bolivian  Bomb- 
shell," who  is  Jack's  fourth  wife  and 
half  his  age;  she  was  recently  arrest 
ed  for  driving  while  intoxicated. 


Edward  Lewis  Gaylord 

Broadcasting,  publishing.  Oklahoma 
City.  74.  Married,  4  children.  Worked 
in  shadow  of  father,  E.K.,  who 
bought  into  Daily  Oklahoman  1903, 
became  state  power  broker.  Added 
TV,  radio,  more  newspapers.  In  1974 
E.L.  finally  gained  control  when  101- 
year-old  father  died.  Continued 
growth.  Love  of  countiy  music  led  to 
$270  million  purchase  Grand  Ole 
Opr}',  Opryland  USA,  Nashville  (cable 
TV)  Network  1983.  Made  over  $100 
million  on  Telerate  stock,  exchanged 
for  Dow  Jones  shares.  Took  Gaylord 
Entertainment  public  1991.  Still 
owns  Daily  Oklahoman.  Small  stake 
in  Texas  (baseball)  Rangers.  Conser- 
vati\'e,  expresses  strong  opinions: 
"We're  against  liberal  bubbleheads." 
Stock,  etc.,  estimated  at  $780  million. 


Robert  Henry  Dedman  Sr. 

Countiy  clubs.  Dallas.  67.  Married,  2 
children.  Grew  up  in  Arkansas  povert)', 
moved  to  Texas  during  teens.  College: 
says  he  earned  3  degrees  (economics, 
engineering,  law)  in  4  years  while  sell- 
ing insurance  and  real  estate  and  seiz- 
ing as  commissioned  Nav)'  officer. 
Practiced  law  before  opening  first 
club — Brookhaven  Country'  Club, 
Dallas — as  sideline  1957.  Profitable; 
found  others  would  sell  him  clubs  to 
get  professional  management.  Moved 
into  dt)'  clubs  1965.  Expanded  na- 
tionwide. Now  privately  owned  Club- 


Corp  International  serves  over 
400,000  members  in  U.S.,  Europe 
and  Asia.  Son  Bob  Jr.,  president,  heir 
apparent.  Bob  Sr.  gives  millions  to 
health  and  education.  His,  family's 
93%  estimated  at  $780  million. 


Leon  Hess 

Amerada  Hess.  NYC  and  Deal,  N.J.  79. 
Married,  3  children.  Son  of  1904  Lith- 
uanian immigrant  who  starteci  small 
fliel  deliver}'  firm.  Went  broke  1933. 
Leon  reorganized  business  at  age  19, 
made  sales  calls  by  day,  deliveries  by 
night.  Fateflil  sale  of  residual  oil  to 
New  Jersey  hotel  launched  new  busi- 
ness: resid  oil  for  industiy.  Rebuilt 
tmcks  with  heaters  to  keep  it  liquid; 
bought  resid  for  pennies,  sold  for  near 
fiill  price  per  Btu  of  coal.  Went  public 
1962  through  merger.  Hess  Oil  ac- 
quired Amerada  1969.  Expanding  Ca- 
nadian, North  Sea  natural  gas  produc- 
tion; crude  oil  U.S.,  Canada,  North 
Sea,  Middle  East,  West  Africa.  Hess 
also  owner  New  York  (football)  Jets. 
That  and  13%  of  Amerada  Hess  worth 
some  $775  million. 


Charles  B.  Johnson 
Rupert  H.  Johnson  Jr. 

Half  brothers.  Franklin  Resources, 
Inc.  Charles:  Hillsborough,  Calif.  60. 
Married,  6  children.  Yale  1954;  Army 
1955-57.  Took  over  father's  money 
management  company,  Franklin  Dis- 


tributors, $2  million  in  assets.  Wen 
public  as  Franklin  Resources  1971 
Suffered  in  1973-74  stock  marke 
crash,  but  business  took  off  1980m 
Success  from  designing  mutual  fund 
for  specific  markets:  gold  stocks,  tax 
free  municipals,  government  securi| 
ties.  Heavy  on  marketing;  e.g.,  use. 
San  Francisco  49ers  quarterback  Jo 
Montana  in  1991  ads.  "It  gets  peopl 
looking  at  your  ads  who  may  nq 
ordinarily  look  at  a  financial  ad."  No\| 
runs  $101.1  billion  in  assets.  La;- 
October  acquired  Templeton,  Gal 
braith  &  Hansberger,  parent  compa 
ny  for  John  Templeton's  famih'  c 
funds,  for  $913  million.  Son  Chuck 
37,  negotiated  deal.  Now  in  Pacifi 
Rim,  U.K.,  Canada:  stepping  stone 
to  world  market.  "To  be  competiti\' 
in  the  mutual  fund  business  in  the  yea 
2000,  you're  gonna  ha\'e  to  be 
global  firm."  Charles'  stock  recent! 
$775  million.  Rupert:  Hillsborough 
Calif  53.  Married.  Washington  an< 
Lee  U.  Joined  Franklin  1965  aftc 
stint  in  Marine  Corps.  Now  executi\- 
VP,  oversees  companv's  investment' 
Stock  recendy  worth  $585  million. 


Alfred  Lemer 

Banking,  real  estate.  Shaker  Height' 
Ohio.  60.  Married,  2  children.  Raises 
in  3  rooms  behind  father's  Queen 
candy  store;  Columbia;  Marines.  Sol 
furniture  for  $75/week  1957:  "I  \\  a 
just  happy  to  be  making  a  living. 
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A  suite  at  The  Fairmont  has  always 
Dcen  considered  the  standard  of  luxury  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
uxury  aflForded  to  only  the  very  few.  Or,  the 
/ery  Important.  Like  Presidents.  Royalty. 
Vnd  even  the  occasional  Pope. 


President  William  H.  lalt  was  one  ot  many  who 
enjoyed  a  suite  at  1  he  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  get  a  suite  at  the  Fairmont. 

Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
)pen  doors  at  The  Fairmont.  You  simply 
leed  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
rou  will  automatically  be  upgraded  to  a  suite, 
when  one  is  availabl 
at  no  extra  charge. 
What's  more,  you'll 
uaranteed  room  availability  whenever  you  make  your  reserva- 
ions  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out 
.s  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
y^dvantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
enroll,  just  call  1-800-522-3437. 
:el  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


AMERICA  S  GRAND  HOTELS.  SINCE  1907 


Chicago 

H65 


Dallas 

^125 


New  Orleans 

H19 


San  Francisco 

H65 


San  Jose/Silicon  Valley 

^125 


President's  Club  bent-lits  apply  at  the  published  National  Corporali-  rale  abou-,  ratk  <ir  ui-i-kind  rales  Rales  subjett  to  a\.iiljhiht\  American  AiHines  reserves  (he  right  to  change  the  AAd\anlage  program  at  any  lime  uithout  notice. 

American  Airhnes  and  AAdvanlage  are  registered  trademarks  ot  American  Airlines,  Inc 


OVER  $700,00(1,000 


With  savings,  a  loan,  partners,  bought 
59-unit  Cleveland  apt.  building 
1965.  Did  well;  founded  RealtA'  Re- 
fund Trust  1971.  By  1979  could  buy 
11,000  Md.,  Pa.  units  with  Andre 
Meyer  (Lazard  Freres)  for  $176  mil- 
lion. Being  director  small  Cleveland 
bank  "whetted  my  appetite.'"  Bought 
control  Equitable  Bancorp  1981. 
Stake  in  Progressive  Corp.  (high-risk 
insurance)  1988.  Recently  took 
1 3,000  Pa.,  Md.,  Va.  apts.  public  with 
REIT.  Interest  in  Cleveland  (football) 
Browns,  stadium.  Estimated  worth  is 
$770  million  or  more. 


Jay  Van  Andel,  below;  Richard  DeVos,  right 
In  Japan  alone,  at  least  1  million 
Amway  salespeople  sell  soap,  cos- 
metics and  cookware  to  a  recep- 
tive public.  Even  in  the  depressed 
Tol<yo  stock  market,  their  shares  in 
Amway  Japan  were  recently  worth 
over  $3  billion. 


Doris  Duke 

Inheritance.  Somerville,  N.J.,  New- 
port, R.I.,  Honolulu  et  al.  80.  Twice 
divorced;  adopted  (as  adult)  daughter 
Chandi  Heffner  suing  over  disinheri- 
tance, reportedly  over  romance.  Only 
child  of  James  Duke,  tobacco  farmer 
who  formed  giant  American  Tobacco 
Co.  trust;  also  Duke  Power.  Died 
1925,  left  13-year-old  "Duchess"  the 
"richest  girl  in  the  world."  Dogged 
by  reporters  through  unsuccessful  ro- 
mances, became  notorious  recluse. 
Built  $30  million  Honolulu  estate, 
also  New  Jersey  estate.  Enormous  art 
collection;  resists  requests  to  display 


at  Duke  U.  Plays  jazz  piano,  aid 
historical  preservation,  animal  right.^ 
Posted  $5  million  bail  for  frienc 
Imelda  Marcos  1988.  Her  trusts,  etq 
estimated  at  $750  million  or  more. 


Samuel  Zell 

Real  estate,  investments.  Chicago 
52.  Married,  3  children.  With  U.  o 
Michigan  frat  brother  Robert  H 
Lurie  (d.  1990)  bought  troublec 
Sunbelt,  Midwest  real  estate,  re 
habbed  for  fraction  of  new  construe 
tion  cost,  sold  for  big  gains,  bough 
more.  Applied  to  companies:  notabl; 
Itel.  Bottom  fisher's  self-chosen  nick 
name:  the  Gravedancer.  Lead 
lOOmph  motorcycle  tours  (Zell's  An 
gels).  Starting  investments  in  Russia 
sees  best  risk/reward  ratio  there 
Took  real  estate  hits;  believes  futun 
of  real  estate  is  in  "equitization,' 
recently  took  public  two  REITs,  ver 
good  deal:  "If  Sam  was  worth  $10  las 
year,  he's  worth  $12  today."  In  vul 
ture  flmds  partnership  with  Merril 
Lvnch.  Estimated  $750  million. 


Richard  JMellon  Scaife 

Inheritance,  publishing.  Pittsburg 
61.  Divorced,  remarrieci;  2  childre 
Grandson  of  Richard  Beatty  Mello 
(see  Mellon  family),  third  Mellon  tc 
run  Mellon  Bank.  "Dicky"  inherite 
over  $200  million  from  Mello 
mother  1965.  Rarely  uses  middl 
name,  felt  his  mom  was  mistreated  b 
uncle  R.K.  Mellon.  Heavy  backe 
conserv  ative  causes.  Newspaper  com 
pany,  Scaife  Newspapers,  runs  smal 
papers  reflecting  conservative  views 
Sold  Sacramento  Union  1989.  Hate 
publicity.  Overcame  drinking  prob 
lem.  Penny-pincher,  checks  em 
plovees'  minor  expenses.  Estranget 
from  sister  Cordelia  Scaife  Ma 
(which  see).  Said  to  have  lost  virtual 
nothing  in  1991  divorce  settlement 
Net  worth  estimated  at  $750  million 


Dorrance  Hill  Hamilton 
Hope  Hill  van  Beuren 
Charlotte  Colket  Weber 
Diana  Strawbridge  Norris 

Campbell  Soup.  Four  of  9  grandchil 
dren  of  John  Dorrance  Sr.,  whos' 
canned  soup  became  part  of  "Ameri 
can  way  of  life."  Left  third-larges 
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JIM  AND  SARAH  BRADY 
DEFINITELY  HAVE  PRESTIGE: 


t-si  day: 


Ok  ol  uj&JwhA  OimJ[ -{tuj  ^n^^  uJiiiL  ^  Yl/lmUoj  VKijyiunfi^, 


'6 


reman's  Fund  tkanks  tlie  BraJys  for  skaring  tkeir  experience  witk  us  and  for  ckoosing 
Prestige*  policy  to  insure  tkeir  kome.  We've  protected  America's  finest  komes  for 
er  130  years.  For  more  information,  contact  your  independent  agent  or  kroker. 

993  R~  F.,„J  Insu^nceCo^pan,  INSURE  GOOD  NEWS. 


Fireman's 
Fund 


OMER  $790.000,000 


estate  in  U.S.  1930,  over  50%  went  to 
John  Jr.  (see  John  T.  Dorrance  III  and 
siblin^s)\  one-eighth  to  each  of  4 
daughters,  all  deceased;  their  chil- 
dren, grandchildren  inherited.  After 
John  Jr.  (lack)  died  1989,  family  di- 
vided on  whether  to  sell  Campbell; 
family  has  almost  60%.  Then  Diana 
backed  off,  leaving  Dorrance,  Hope 
only  sale  advocates.  Dorrance 
(Dodo):  Wayne,  Pa.;  Newport,  R.I. 
65.  Married,  3  children.  Oldest  of  9 
cousins,  only  one  born  in  John  Sr.'s 
lifetime.  "I  had  to  look  after  my  fam- 
ily and  not  the  family  as  a  whole."  Her 
stock,  other  assets  recently  estimated 
over  $740  million.  Her  sister  Hope 
(Happy):  NYC,  Newport,  R.I.  59. 
Married,  3  children.  Son  Archbold 
business  director  condensed  soup  at 
Campbell;  only  family  member  in 
company.  Stock,  other  assets  estimat- 
ed $675  million.  Their  cousin  Diana: 
Palm  Beach,  Fla.  54.  Divorced;  2 
sons,  1  daughter.  Horse  farm  "Run- 
nymede"  Coatesville,  Pa.,  ski  chalet 
Vail.  Her  stock,  other  assets  estimated 
$340  million.  Brother  George  Straw- 
bridge  Jr.  (known  wealth  at  least 
$215  million)  opposed  sale;  Char- 
lotte neutral  (see  brother  Tristram 
Colket).  Charlotte:  Ocala,  Fla.,  NYC. 
50.  Married,  4  children.  Studied  at 
Sorbonne;  donated  $20  million  Chi- 
nese art  to  Metropolitan  Museum; 
rest  of  her  collection  easily  worth  over 
$100  million.  Her  total  net  worth 
estimated  $730  million.  Neutral  on 
sale  dispute.  Her  brother  Tristram  C. 
Colket  Jr.  has  shares  recendy  worth 
$270  million. 


John  Elroy  McCaw  Jr. 
Keith  W.  McCaw 
Bruce  R.  McCaw 

Brothers.  McCaw  Cellular  Commu- 
nications. Centralia,  Wash.  Father 
John  Elroy  McCaw  radio,  TV  pioneer 
in  Northwest.  Died  1969,  company 
mired  in  debt.  Brother  Craig  (which 
see)  guided  company  to  success.  Sold 
cable  interest  to  Jack  Kent  Cooke 
(which  see)  for  $755  million  1987. 
Major  backer:  Affiliated  Publications 
(see  Jordan,  Taylor  families).  Went 
public,  bet  ranch  on  cellular;  lever- 
aged company  into  biggest  of  its  kind 
in  nation  (1992  revenues,  $1.7  bil- 
lion). Acquired  LIN  Broadcasting  after 
1990  bidding  war,  more  debt;  picked 


up  more  major  markets.  Recently  ac- 
quired by  AT&T  in  $12.6  billion  merg- 
er. John:  Seattle.  42.  Divorced,  3 
children.  Director.  Recently  left  posi 
tion  as  VP  acquisitions  after  some  20 
years  with  family  company';  bought 
stake  in  Seattle  (baseball)  Mariners. 
Attended  Seattle's  Lakeside  Prepara- 
tory School.  Former  classmates:  Paul 
Allen,  Bill  Gates.  Keith:  Seattle.  40. 
Married,  1  child.  No  longer  a  direc- 
tor, 10  years  in  management  and  op- 
erations. Bruce:  Seatdc.  46.  Single. 
Owner  Seattle  insurance  brokerage. 
Avid  racer  of  planes,  classic  cars.  Giv- 
en AT&T  deal,  brothers'  shares  recent- 
ly worth  over  $2.1  billion. 

Charles  Dolan 

Cable  TV.  Oyster  Bay,  N.Y.  66.  Mar- 
ried, 6  children.  Raised  in  Cleveland. 
Ran  sports  newsreel  business  with 
wife;  wrote  commercials,  radio 
scripts.  Migrated  to  NYC  1952  to 
make  industrial  films.  Became  fasci- 
nated with  cable  TV,  began  wiring 
hotels  1960.  Won  Manhattan  cable 
franchise  1961.  Founded  HBO  1970, 
first  nationwide  pay  channel  to  keep 
viewers  watching.  Sold  Manhattan 
operation  to  Time  1973  to  build  Ca 
blevision  Systems  Corp.,  but  kept  sys- 
tems in  boroughs.  Now  over  1 .7  mil- 
lion NYC-area  subscribers.  Also  opera- 
tions 10  other  states.  Sees  company  as 
programmer:  national,  regional 
sports  channels — also  50%  Bravo, 
50%  American  Movie  Classics  with 
NBC.  Plans  to  buy  other  half  AMC  from 
Liberty  Media.  Stock,  other  assets 
recently  near  $735  million. 

Barbara  Piasecka  Johnson 

Inheritance.  Princeton,  N.J.  56.  Wid- 
ow, childless.  Third  wiiir  John  Seward 
Johnson  (d.  1983),  Johnson  &  John- 
son heir.  Art  history  M.A.,  U.  of 
Wroclaw;  to  U.S.  1968.  His  upstairs 
chambermaid,  then  personal  curator, 
scuba  partner.  Married  1971,  8  days 
after  his  divorce.  He  was  76;  she,  34. 
Home  is  $16  million  estate  near 
Princeton:  "Jasna  Polana."  Huge  will 
battle  with  his  children:  "The  whole 
thing  was  envy."  Offered  to  save 
Gdansk  shipyards  1989,  but  Polish 
workers  turned  down  $  1  /hour, 
2,000  layoffs.  Paid  $15  million  for 
Badminton  cabinet  1990:  "This  is  to 


show  you  the  quality — not  the  qua 
tity — of  my  money."   If  kept 
Seward's  j&j  stock,  worth  $735  n: 
lion — but  big  spenders  sometin 
big  sellers. 

George  Phydias  JMitchell 

Oil  and  gas,  real  estate.  Houston.  / 
Married,  10  children.  Greek  imr 
grant  father  was  goatherd  and  railro 
worker;  son  worked  way  throu 
Texas  A&M  selling  stationery,  busi 
tables.  After  WWII,  "I  did  the  en; 
neering  and  geology,  and  [broth* 
Johnny  would  go  down  and  sell  t 
deals."  Discovered  huge  natural  ^ 
field  on  bookie's  tip,  Mitchell  Ener 
&  Development  went  public  197 
With  wife,  rejuvenated  Galvestoi 
historic  district;  also  building  T 
Woodlands  since  1970s— 25,0 
acres,  plans  150,000-person  comm 
nity  by  2000.  "A  lot  of  my  colleagt 
.  .  .  can't  hardly  wait  to  turn  65  a 
get  out  on  the  golf  course.  I  just  doi 
understand  that."  His  62%  Mitch 
Energy,  etc.,  recently  worth  o) 
$730  million. 


Randolph  Apperson  Hearst 
William  Randolph  Hearst  HI  ★ 
Austin  Hearst  -k 
George  Randolph  Hearst  Jr. 
Phoebe  Hearst  Cooke  ' 
Millicent  V.  Boudjakdji 
David  Whitmire  Hearst  Jr. 
and  families 

Inheritance.  Children  and  grandch 
dren  of  William  Randolph  Hear 
whose  father,  George  Hearst  (pre 
pector,  land  baron,  U.S.  senato 
took  failing  San  Francisco  Examir 
from  gambling  debtor  1880.  Or 
child.  Harvard-expelled  "Billie  Bu 
er,"  took  over  1887  after  penni 
letter  to  Dad:  "I  have  a  strange  fon 
ness  for  our  little  newspaper.  I  2 
convinced  I  could  run  a  newspaj: 
successfully."  Built  nation's  large 
newspaper  chain.  Country's  mc 
controversial  media  baron:  outsen; 
tionalized  former  employer  Pulit? 
(see  family)  in  great  NYC  newspaj^' 
wars.  Pushed  Spanish  American  V\ 
to  increase  circulation:  "You'll  fi 
nish  the  pictures  and  I'll  fijrnish  t 
war."  Model  for  Citizen  Kane;  bu 
$30  million  temple  of  excess,  S 
Simeon,  now  owned  by  state  of  Ca 
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At  small  airports,  it  is  If 
better  to  appear  conspicuous, 
than  not  to  appear  at  all. 


The  incomparable  Learjet  31A  gets  down  to  business,  wherever  business  leads  you. 

Fully  loaded,  the  Learjet  31A  can  operate  routinely  from  runways  of  less  than  3,000  feet  and  fly  1,500 
niles  nonstop  while  capitalizing  on  its  unique  combination  of  time-saving  speed  and  low  operating  costs. 
Characteristics  that  make  the  Learjet  31A  stand  out  from  the  crowd  -  like  the  companies  that  operate  them. 

To  take  advantage  of  more  opportunities,  fly  the  business  jet  that 
^caches  more  places.  The  Learjet  31A.  See  where  it  can  take  you  and  your 
)usiness.  For  details  call  Ted  Farid,  Vice  President  Marketing  and  Sales, 

it  (316)946-2450  ext.  258,  or  Fax  (316)946-3235.  Nothing  else  comes  close: 


BOMBARDIER 


Learjet 


1993  Learjet  Inc. 


Billionaire 

Kirk  Kerkorian  (right) 

witin  friend 

Lee  lacocca  (left) 

With  a  big  block 

of  Chrysler's 

stock, 

Kerkorian  threat- 
ened to  seek  a  seat 
on  Chrysler's 
board  when  the  car 
company  began 
working  on  lacoc- 
ca's  succession. 
But  after  a  two-hour 
board  meeting, 
Kerkorian 
dropped  his  fight. 


fornia.  Died  1951;  left  control  in 
foundation  run  by  cronies.  Heirs  ar- 
ranged buyout  1974  after  long  battle. 
Company  now  owned  by  descen- 
dants; under  professional  manage- 
ment. William  Hearst  Jr.,  who  died  in 
May:  "None  of  us  knew  the  meaning 
of  financial  need.  We  asked,  and 
things  simply  appeared."  Hearst 
Corp.,  now  estimated  over  $2  billion 
sales:  12  dailies;  glossy  consumer 
magazines  (Cosmopolitan,  Esquire, 
Town  &  Country),  some  struggling; 
also  other  magazines  ( Official  Used 
Car  Guide,  etc.);  TV,  radio  stations, 
cable  TV;  real  estate,  timbcrland. 
Book  division  reported  for  sale,  but 
"The  more  diverse  we  are  the  better 
we're  going  to  be."  San  Antonio 
Light  shut  down;  San  Antonio  Ex- 
press News  acquired  following  day. 
Five  family  branches:  1 )  family  of 
William  Jr.,  formerly  chairman,  Pulit- 
zer Prize  winner  for  international  re- 
porting, head  of  family  taist.  "1  don't 
need  a  title.  My  father  gave  me  one 
when  1  was  born."  Survived  by  2  sons: 
William  Randolph  Hearst  III,  54. 
Married,  3  children.  San  Francisco. 
Publisher  of  Examiner.  Austin 
Hearst:  married,  1  child.  NYC.  Presi- 
dent Hearst  Entertainment  &  Syndi- 
cation. 2)  Surviving  son  Randolph: 
NYC.  77.  Twice  divorced,  remarried;  5 
daughters  (including  Patty)  by  first 
wife.  Hearst  Corp.  chairman.  3)  Chil- 


dren of  George  Randolph  Sr.  (d. 
1972).  George  Jr.:  LA.  66.  Widowed, 
divorced,  remarried;  4  children.  Ran 
Herald  Examiner  1962-77,  super- 
vises real  estate.  Twin  sister  Phoebe: 
San  Francisco.  66.  Divorced,  remar- 
ried; 1  daughter.  Played  major  role 
with  current  husband  in  family  trust's 
1974  buyback.  4)  Children  of  David 
Whitmire  Sr.  (d.  1986).  Son  David 
Jr.:  LA.  48.  Single.  His  sister  Millicent: 
lA.  53.  Married,  3  children.  5)  Four 
children  of  son  John  Hearst  (d. 
1958);  John  Jr.,  59,  only  one  active 
(company  director).  Each  branch  has 
one-fifth  estimated  $3.6  billion 
Hearst  empire:  each  branch  estimated 
$710  million  plus. 


Stuart  Robert  Levine 
Craig  Robert  Benson 

Partners.  Cabletron  Systems.  Levine: 
Stratham,  N.H.  35.  Married,  1  son. 
Benson:  Rye,  N.H.  39.  Married,  2 
daughters.  Unlikely  partners:  "Bob" 
Levine:  4  failed  businesses,  U.  of  Mi- 
ami B.S.  with  2.1  grade  point  average. 
Benson:  Babson  College;  Syracuse 
M.B.A.  But:  "He's  got  strengths  in 
areas  I  don't  have  strengths  in,  and 
the  other  way  around."  Joined  Levine 
to  cofound  Cabletron  1983.  Lxft 
Mass.  1985  for  New  Hampshire. 
Built  simple  cable-installing  business 
into  high-tech  computer  networking 


manufacturer.  Went  public  1989 
Business  run  aggressively,  economii 
cally:  no  chairs  in  meeting  rooms  U 
keep  things  short;  no  VPs.  "We  sort  o 
lead  by  example  ...  we  fly  coach,  anc 
we  stay  in  $70  hotel  rooms,  etc.,  etc' 
Levine,  who  likes  to  fly  first  clasi 
anyway,  spends  more  than  hi 
$52,000  annual  salary  making  up  air 
fare  difference.  Benson  set  up  confii 
dential  800  "bureaucracy  line"  fo 
employees  to  cite  wastage  of  time 
resources,  personnel:  "It  makes  m 
job  a  lot  easier."  Competitive:  "Peo 
pie  that  hate  to  lose  don't  lose."  Botl 
Republicans,  but  installed  compute 
network  equipment  free  of  charge  u 
aid  Bill  Clinton's  inaugural.  "I  didn' 
vote  for  Clinton,  but  1  want  to  hel| 
support  the  President,  no  matter  wh« 
he  is."  Close  friends:  car  pool  to  an< 
from  work;  door  connecting  adjacen 
offices  open  99%  of  the  time.  "W 
sort  of  have  an  agreement  that  if  w 
both  don't  agree  on  something,  we'r 
not  going  to  do  it."  Successful  pari 
nership  gives  Levine  $710  millior 
and  Benson  $590  million  in  Cable 
tron  stock,  plus  frequent  flier  mileage 


John  Murdoch  Harbert  III 
and  family 

C'onstruction,  investments.  Birmin^ 
ham,  Ala.  72.  Married,  3  childrer 
Won  $6,000  in  crap  game  shippin 
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It's  attention  to  the  details  that  sets  apart  the  finest  homes.  And  the  finest  real  estate  agents. 

ThePrudential 

993  The  Pmdenlial  Real  Estate  Affiliates  Jnc,  ThePnidential  and  @  are  registered  service  marks  of  The  Prudent^^  ROCjl    FQtpltP  Afflllr^t^^ 
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home  from  WWII;  bought  concrete 
mixer.  Ran  out  of  cash  3  times  in 
construction:  "Our  statements  were 
not  worth  the  paper  they  were  typed 
on."  Finally  became  solvent  after  get- 
ting bridge  contract.  Ventured  into 
Third  World  high-risk  enterprises: 
pipeline  in  South  America,  water  sup- 
ply in  Abu  Dhabi,  etc.  Bought  Ky., 
Tenn.  coal  resen'es  late  1960s,  early 
1970s.  Pioneered  mountaintop-re- 
moval  method  of  strip  mining.  Sold  to 
Amoco  for  stock  during  energy  crisis. 
Today  construction  management, 
land  development,  gas  pipeline.  His 
10  million  Amoco  shares,  other  as- 
sets, estimated  over  $710  million. 


Ralph  Lauren 

Apparel,  nyc.  54.  Married,  3  children. 
Born  in  Bronx,  son  of  Russian  immi- 
grant. High  school  ambition:  "mil- 
lionaire." Some  college;  clerked  at 
Alexander's,  Brooks  Brothers.  As 
fashion  designer,  sparked  wide-tie  fad 
late  1960s.  With  $50,000  started 
Polo,  Inc.  1967.  Near  bankruptcy 
1972.  Rescued  by  preppy  boom:  big 
profits  licensing  Polo  name.  Opened 
over  145  Polo/Ralph  Lauren  stores; 


other  retailers  dislike  his  competition. 
Starting  new  jean  line  this  fall;  open- 
ing active-wear  store  NYC.  Global  sales 
$3.7  billion,  mostly  licensed.  With 
90%  Polo,  land  (Colorado  ranch), 
houses  (NYC;  Montauk,  N.Y.;  Jamai- 
ca), believed  worth  $700  million. 
Personal  dress:  "Somehow  I've  got- 
ten more  seedy  as  time's  gone  on." 


Frederick  W.  (Ted)  Field 

Inheritance,  media.  Beverly  Hills.  41 . 
Divorced  thrice,  remarried;  5  daugh- 
ters. Original  Marshall  Field  store 
clerk  1856;  saved  money,  founded, 
built  Marshall  Field  &  Co.,  world's 
largest  department  store.  Grandson 
Marshall  111  began  selling  off  store 
1941;  started  Chicago  Sun,  added 
Times  1947.  Marshall  IV  inherited; 
died  1965,  age  49.  Marshall  V,  half- 
brother  Ted  inherited;  incompatible. 
Conflict  ended  in  liquidation.  Ted 
raised  Chicago,  Alaska  by  mother 
(once  editor  Christian  Science  Moni- 
tor). Briefly  race  car  driver-owner. 
Makes  movies  via  Interscope  ( TPje 
Hand  That  Rocks  the  Cradle,  etc.): 
PolyGram  bought  51%  for  $35  mil- 
lion. Also  records  (Dr.  Dre,  Marky 


Mark).  Ardent  Democrat.  Estima 
worth  about  $700  million. 


Amos  Barr  Hostetter  Jr. 

Continental  C^ablevision.  Boston,  f 
Married,  2  daughters.  Son  of  stO( 
broker  from  Short  Hills,  N.J.  Harvj 
M.B.A.;    stint    in    utility  finan 
"Bud"  started  cable  company  w: 
frat  brother  H.  Irving  Grousbe 
1963.  Each  put  up  $4,000,  as  c 
Bud's  father.  Acquired  and  built  fra 
chises.  In  1981  Grousbeck  left 
teach,  held  on  to  10%.  Same  year  Dc 
Jones  took  24.5%  stake.  In  1986  Dc 
Jones  sold  2  million  shares.  Acqui 
tion-hungry:    bought  McClatch\ 
(which  see)  cable  company  198 
American  Cable  Systems  1988.  No 
more  than  2.8  million  subscribeii 
Bought  out  Dow  Jones'  remainir 
stake  for  $300  million  1989.  Comp 
ny  debt-equity  ratio  believed  ov( 
60%.  Hostetter's  estimated  stake 
least  $700  million. 


James  LeVoy  Sorenson 

Medical  devices.  Salt  Lake  City.  7^ 
Married;  8  children,  43  grandchi 
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To  achieve  your  financial  goals,  you  need  invest- 
ments that  work.  And  no  one  works  for  your  success 
like  Twentieth  Century  Mutual  Funds.  Our  analysts 
and  portfolio  managers  continually  monitor  more  than 
10,000  stocks  around  the  world,  as  well  as  a  wide 


variety  of  government,  agency  and  investment-gra 
corporate  bonds.  Only  those  that  meet  our  time-tei 
criteria  are  included  in  our  mutual  fund  portfolios. 

Over  the  past  35  years,  our  disciplined  fund 
management  has  paid  off  for  our  investors.  We'd  lil 


Ircn.  Turned  down  medical  school: 
)eing  doctor  "would  have  narrowed 
ny  scope  tremendously."  Maritime 
>er\'icc  after  Mormon  mission  work. 
^ostAvar,  Upjohn  salesman.  Staked  ura- 
lium  claims,  sold  to  penny- stock  pro- 
iioters;  bought  land  for  development. 
\'ow  "thousands  of acres . ' '  Shocked  by 
innecessar\'  hospital  deaths,  created 
lew  medical  devices:  eliminated  dan- 
gerous air  bubbles  in  blood  supply,  etc. 
>old  out  1960;  new  company  sold  to 
Vbbott  Labs  1980  for  SI 00  million 
tock.  Currently  7  more  small  compa- 
lies  working  on  new  developments. 
Wtobiography  diis  fall:  "Learn  some- 
hing  new  every  day  ...  1  feel  like  Fm 
Z."  Estimated  at  least  $695  million. 


Bernard  Marcus 
bthur  Blank 

Zofounders  Home  Depot.  Marcus: 
Ulanta.  64.  Married,  3  children. 
Newark,  N.J.  native,  son  of  Russian 
mmigrant.  Rutgers  pharmacy  de- 
cree, tried  retailing  instead:  eventual - 
y  headed  Handy  Dan  Home  Im- 
)rovement  Centers,  1972.  Blank:  At- 
anta.  50.  Divorced,  2  children.  Grew 
ip  NYC's  Queens,  Babson  College 


business  degree;  rose  to  Handy  Dan 
VP  finance.  Pair  experimented  with 
discounting.  Fired  by  turnaround  art- 
ist Sanford  Sigoloff  1978.  With  an- 
other fired  Handy  Dan  executive,  de- 
veloped idea  of  Home  Depot:  focus 
on  do-it-yourselfers,  offer  hangar-size 
stores,  customer  service,  huge  selec- 
tion, cut-rate  prices,  low  overhead. 
Success.  Huge  growth:  1  store  in 
1979,  4  in  1980;  some  240  today  in 
21  states,  planning  Canada  expan- 
sion. Marcus,  chairman,  CKO,  spends 
more  than  quarter  of  his  time  visiting 
stores  around  the  country.  "Every 
customer  has  to  be  treated  like  your 
mother,  your  father,  your  sister  or 
your  brother."  Estimated  worth 
$690  million.  Blank,  president,  COO, 
holds  shares  worth  $530  million. 
Thanks  for  giving  them  their  big 
break,  Sanford. 


Susan  Thompson  Bu£fett 

Marriage.  San  Francisco,  Omaha.  61. 
Married  to  Warren  Buffett  (which 
see);  3  children.  Daughter  of  Omaha 
educator.  Her  parents  knew  War- 
ren's; met  "Oracle  of  Omaha"  while 
rooming  with  his  sister  at  Northwest- 


ern. He  dropped  in,  she  dropped  out; 
married  1952.  Heavily  involved  in 
civil  rights  movement;  Warren  quit 
right  wing;  couple's  turn  to  Demo- 
crats "caused  a  great  commotion"  in 
family.  Heads  Buffett  Foundation: 
nuclear  disarmament,  family  plan- 
ning. Now  on  West  Coast,  sees  War- 
ren each  month:  "It  works  well  this 
way.  She  sort  of  roams;  she's  a  free 
spirit."  Son:  "She  brought  [my  fa- 
ther] out  of  his  shell."  Her  Berkshire 
Hathaway  shares  worth  $690  million; 
Warren  says  he'll  leave  his  billions  to 
foundation  she  runs. 


Robert  Allen  Naify 
Marshall  Naify 

Brothers.  SF.  Movie  theaters,  cable  TV. 
Started  as  ushers  and  projectionists  in 
father's  theater  businesses.  Father  was 
Lebanese  immigrant;  founded  Unit- 
ed California  Theaters  chain  1920s 
after  opening  movie  theater  in  Atlan- 
tic Cit\'  1912.  Bought  50%  of  United 
Artists  Theater  Circuit  1950;  broth- 
ers assumed  control  after  UCT-UATC 
merger  1963;  spun  off  subsidiary 
Todd-AO,  named  after  late  showman 
Michael     Todd  (post-production 
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movie  sound  services).  Emphasized 
decentralization.  Sold  out  to  Tele- 
Communications  Inc.  1986  for  rights 
to  15  million  shares,  $150  million 
cash.  Robert:  71 .  Married,  6  children. 
TCI  director.  Stock,  etc.,  estimated  at 
$685  million.  Marshall:  73.  Separat- 
ed, 3  children.  Retired;  eccentric.  Co- 
owner  of  Bertrando,  racehorse  that 
won  this  year's  $550,000  Pacific  Clas- 
sic at  Del  Mar.  Marshall  estimated  to 
be  worth  $470  million. 


Charles  Cassius  Gates  Jr. 
and  family 

Gates  Corp.  Denver.  72.  Married,  2 
children.  Charles  Sr.  owned  tire  cover 
business  1911;  his  brother  invented 
V-belt  1917;  became  leading  produc- 
er. Delivered  Charles  Jr.  in  back  of 
family  car  en  route  to  hospital.  After 
inheriting  1961  with  4  sisters,  Charles 
Jr.,  Stanford -educated  engineer,  di- 
versified; slashed  tire  divisions. 
Bought  ailing  Learjet,  Inc.  1967, 
turned  around,  sold  1987.  Rubber 
(industrial  hoses,  belts,  etc.)  still  most 
of  $1.5  billion  sales.  Invested  dirt- 
cheap  in  Denver's  Hamilton  Oil; 
merger  1991  gave  him  stock  worth 
$100  million.  Failed  bid  for  Pirelli, 
SpA.  Active  Denver  Museum  of  Nat- 


ural History,  Art  Museum;  Colorado 
Wildlife  Heritage  Foundation.  FLsti- 
mated  $680  million. 


Teresa  F.  Heinz 

Inheritance.  Fox  Chapel,  Pa.;  Wash- 
ington, D.C.  55.  Widowed,  3  chil- 
dren. Husband  U.S.  Senator  Heniy 
John  Heinz  III  (R-Pa.)  died  in  plane 
crash  1991.  Born  and  raised  Mozam- 
bique, daughter  of  Portuguese  doc- 
tor. U.  of  Witwatersrand,  Johannes- 
burg; Geneva  (Switz.)  Interpreter's 
School:  fluent  in  5  languages.  Mar- 
ried 1966  heir  to  Heinz  soup,  pickle, 
ketchup,  etc.  fortune  founded  by  his 
great-grandfather  H.J.  Heinz  1896 
(no  family  members  now  in  business ). 
May  run  for  husband's  Senate  seat. 
Pro-choice,  environmentalist.  Heads 
Howard  Heinz  Endowment,  Heinz 
Family  Foundation;  active  Environ- 
mental Defense  Fund.  Gave  Yale  $10 
million  in  husband's  memor\\  Heinz 
shares  recently  $675  million. 


Harry  Wayne  Huizenga 

Blockbuster  Entertainment,  Waste 
Management.  Fort  Lauderdale,  Fla. 
55.  Married,  4  children.  College 
dropout;  joined  friend's  trash-haul- 


Susan  Buffett  (far  left),  ht  ing  out  at  Omaha  benefit 

A  self-styled  "gypsy,'  a  former  singer,  the  wife  of  America's  richest  man 
backs  liberal  causes,  1  avels  widely  with  the  Oracle  of  Omaha. 


ing  business.  Bought  "beat-up  old 
truck";  built  into  Waste  Management 
Inc.,  largest  U.S.  waste  disposal  com- 
pany, by  age  31 .  Bored  with  garbage, 
quit  1984.  Bought  into  small  Dallas 
video  store  chain.  Saw  success  was  in 
big  stores,  wide  inventory,  national 
chain.  Blockbuster  Entertainment 
now  3,258  stores.  Part-owner  Miami 
(football)  Dolphins,  Joe  Robbie  Sta- 
dium; 90%  Florida  (baseball)  Marlins. 
Now:  Florida  (hockey)  Panthers.  Also 
has  small  businesses;  Florida  real  es- 
tate. Workaholic:  "We  work  too  hard 
to  have  fun."  Expects  same  from  em- 
ployees. Estimated  worth  some  $670 
million. 


Henry  Earl  Singleton 

Teledyne.  LA.  76.  Married,  5  children. 
Son  of  Texas  rancher.  Childhood 
dream:  build  a  giant  company.  An- 
napolis, MIT.  With  Litton  colleague 
George  Kozmetzky,  launched  Tele- 
dyne  1960s  with  $450,000;  financed 
by  Arthur  Rock.  Flxpanded  by  acquir- 
ing businesses  with  strong  cash  flows. 
Later  spun  off  Argonaut  (insurance), 
American  Ecology  (environmental 
cleanup),  Unitrin  (insurance).  Master 
of  large-scale  divestitures  and  stock 
buybacks.  Also  great  operational  and 
financial  manager,  said  Michael  Mil- 
ken (ip/;?*;/;  see).  Retired  from  day-to- 
day operations  at  Teledyne  1989,  still 
more  involved  at  Unitrin  and  Argo- 
naut. Teledyne,  other  assets,  estimat- 
ed at  $660  million. 


Samuel  J.  Heyman 

Corporate  takeover.  NYC.  54.  Mar- 
ried, 4  cliildren.  Yale  (tennis  champ). 
Harvard  Law,  worked  under  Bobby 
Kennedy  at  Justice  Department;  chief 
assistant  U.S.  attorney  Connecticut. 
When  father  died  1968,  considered 
liquidating  family  real  estate  business. 
Changed  mind.  "It  became  so  fasci- 
nating I  decided  to  stay."  From 
1968-83  specialized  in  shopping 
malts.  Bought  GAP  shares  1981;  suc- 
cessfiil  proxT  fight  against  "selfish 
management"  put  Heyman  in  con- 
trol. Through  Michael  Milken's 
(which  see)  junk  bond  network,  went 
after  competing  Union  Carbide, 
Borg-Warner;  made  over  $450  mil- 
lion. Took  GAP  private  1989  via  $1 .4 
billion  LBO.  Took  public  specialty 
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D1993  J.P  Morgan  &  Co.  Incorporated 


How  far  back 
does  your  image 
of  a  J.  P.  Morgan 
banker  date? 


Once  upon  a  time,  banking  was  banking.  Today  at  Morgan,  it's  everything  from  investment 
management  to  Generational  Planning  services.  Managed  by  a  private  banking  advisor  who 
works  with  a  team  of  financial  strategists.  Analyzing  global  research  day  to  day.  Tailoring 
creative  opportunities  day  to  day.  Maximizing  your  portfoho's  long-term  growth  day  to  day. 
Assets  can't  sit  idle.  How  can  a  financial  advisor?  If  you  have  assets  of  $5  milhon  or  more,  caU 
Richard  B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  ¥  Tl  1% /|^Tr»rt'0  1^ 
at  (415)  954-3200,  J.R  Morgan  California.  Private  Banking  J  "iVlOI  ^clll 

New  York,  Wilmington,  Del.,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 


WrtB  $600,p00,000 


chemical  unit,  dubbed  International 
Specialty'  Products,  1991.  Appropri- 
ately named  for  Heyman's  hopes  for 
overseas  expansion.  Founded  Hey- 
man  Center  on  Corporate  Gover- 
nance at  Cardozo  Law  School,  NYC, 
1987.  Extensive  art  collection.  "The 
harder  you  work,  the  luckier  you 
get."  Owns  90%  gaf,  but  large  pri- 
vately held  debt,  stock  decline,  reduce 
net  worth  to  around  $655  million. 


Helen  Kinney  Copley 

Publishing.  La  JoUa,  Calif  70.  Di- 
vorced, widowed;  1  son.  Serxed  in 
Waves  (female  naval  volunteers) 
WWII;  trained  at  Hunter  College.  In 
1953  answered  postwar  ad,  became 
secretary  to  James  S.  Copley  ( adopted 
son  of  newspaper  magnate  Col.  Ira 
Copley).  From  secretary'  to  confi- 
dante: "FU  never  know  what  he  saw  in 
me.  I  was  so  pathetically  shy."  Mar- 
ried 1965;  gracious  hostess  until 
James' death  1973.  Quicldy  took  over 
as  publisher,  sold  unprofitable  papers, 
slashed  payroll.  Expanded  to  10  dai- 
lies (flagship  San  Diego  Union/Tri- 
bime),  43  weeklies,  stakes  in  3  cable 
systems.  Son  David,  41 ,  probable  suc- 
cessor. James'  2  children  from  first 
marriage  are  trust  beneficiaries.  Cop- 
ley Press  estimated  at  $650  million. 


Carl  Henry  Lindner  Jr. 
and  family 

Insurance,  banking.  Cincinnati.  74. 
Married,  3  sons  in  business.  Left  high 
school  to  deliver  milk  for  family- 
owned  dairy  during  Depression. 
Opened  ice  cream  store,  built  220- 
store  United  Daily  Farmers  chain. 
Started  American  Financial  Corp. 
with  small  s&i.  1959;  added  insurance 
1971.  Had  golden  touch  with  invest- 
ments in  unwanted,  troubled  compa- 
nies; also  greenmail.  Increased  AFC 
portfolio  sixtyfold  1961-80;  took  pri- 
vate for  $340  million.  Now  inter- 
twined public,  private  investments; 
constantly  shuffling  assets.  Sons  run 
subsidiaries:  big  salaries,  bonuses,  div- 
ideiuJs.  But  investment  and  operating 
problems.  Wall  Street  turned  off.  Net 
of  heavy  debt,  is  believed  to  be  worth 
$650  million  or  more. 


Raymond  J.  Noorda 

Novell  Inc.  Provo,  Utah.  69.  Mar- 
ried, 3  children.  Grew  up  in  Utah; 
U.S.  Navy  WWII.  U.  of  Utah  1949. 
First,  GE  computer  engineer.  Then 
CEO,  turned  around  power  supply  sys- 
tems maker;  sold  1981.  Joined  then- 
tiny  Novell  1983.  Built  on  innovatix  e 
nerw'orking  software — beat  Micro- 
soft, but  looks  over  shoulder:  "We're 
working  harder  since  they  said  they 


would  do  that  [networking]."  Joint 
ventures,  acquisitions  filled  company 
lacks:  e.g.  AT&T's  Unix  System  Labs 
1993,  for  $322  million  in  stock.  Now 
world's  biggest  (revenues,  $933  mil- 
lion) network  operating  systems  firm: 
65%  to  75%  market  share.  Noorda, 
Mormon,  instills  "the  Mormon  work 
ethic."  Flies  senior  citizen  eJiscounr; 
recently  worth  $650  million. 


William  Michael  Gafaro  and  family 

Shopping  malls.  Hubbard,  Ohio.  80. 
Married,  3  children.  Immigrant's  son, 
built  first  strip  center  late  1940s  with 
brother  John  (d.  1987).  Part  ofdevel 
opment  movement  that  validated 
suburban  sprawl  by  constanth'  build 
ing  shopping  centers,  later  enclosed 
malls  across  U.S.  Strong  associations 
with  anchors  like  J.C.  Penney,  Mont 
gomen'  Ward,  Sears.  Today  ranked 
among  10  largest  developers  in  na- 
tion, concentrates  on  middle  market. 
Midwest,  rarely  sells  propert}',  uses 
little  debt.  Eldest  son,  Anthony,  pres- 
ident. Daughter  Flora,  VP.  Other  son 
J.J.  (known  for  failing  car  company; 
also  active  in  family  business.  "I  ne\  er 
backed  away  from  a  project;  that's 
been  the  forte  of  this  company."  Bill, 
family  trusts,  worth  an  estimated 
$630  million. 


Barbara  Johnson 
and  Lech  Walesa  at 
Gdansk's  Lenin 
Shipyard,  1989 
It's  just  as  well 
her  proposed  deal 
to  buy  the  proper- 
ty fell  through.  In  a 
poll  of  Polish  stu- 
dents, 80%  called 
her  the  most 
famous  Polish 
woman  in  history 
—ahead  of  Marie 
Curie.  But  what 
would  they  have 
thought  once  she 
fired  all  those 
redundant  work- 
ers in  Gdansk? 
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William  Bennett,  with  departed  Circus 
Circus  President  Glen  Schaeffer;  longtime 
partner  William  Pennington  (right) 
Pushing  growth  without  retired 
Pennington,  Bennett  accused 
Schaeffer  of  a  "plot"  to  take  over 
the  company,  then  retracted. 


William  Gordon  Bennett 
William  Norman  Pennington 

Partners.  Circus  Circus.  Bennett:  Las 
Vegas.  68.  Married,  2  children.  Pen- 
nington: Reno.  70.  Widow  ed,  remar- 
ried; 2  children.  Bennett  was  Navy 
bomber  pilot  WWII.  Later  managed 
Del  Webb's  Nevada  operations  for  5 
years.  Partnered  slot  machine  vendor 
Pennington  to  buy  Circus,  then  a 
rundown  hotel.  Rebuilt  as  casino  tar- 
geting Middle  America,  families.  "It's 
the  plan  Bill  Bennett  and  I  saw  from 
the  very  beginning."  Going  interna- 
tional: Windsor,  Canada;  Sydney, 
Australia.  "Expansion  is  the  thing 
that's  in  right  now."  Reno  $230  mil- 
lion project  started  last  month.  Soon, 
Tunica,  Miss.,  near  Memphis.  Chica- 
go $2  billion  project  faced  political 
opposition.  Circus  now  operates  8 
casinos,  including  Excalibur,  world's 
largest  hotel  (4,032  rooms).  Always 
full.  Still  focused  on  mid- America. 
"They  always  have  jobs,  they  always 
go  on  vacations."  Casinos  principally 
cash  play.  "It  makes  more  sense  for  a 


steady,  continuous  growth."  Pen- 
nington retired  1988.  Enjoys  boat- 
ing, horseback  riding.  "The  blood 
pressure  goes  down  and  it's  kind  of 
fun."  Both  philanthropic.  Bennett 
luio\\'n  as  the  tough  boss  who  won't 
quit.  But:  "1  don't  imagine  I'll  be 
here  growing  the  company  in  7  or  8 
years.  I'd  rather  be  on  my  boat." 
Bennett's  shares,  other  assets,  worth 
$620  million;  Pennington's,  $455 
million  or  more. 


Leonard  Abramson 

U.S.  Healthcare.  Blue  Bell,  Pa.  60. 
Married;  3  daughters.  Driven  by 
"American  Capitalist  Dream."  "Not 
too  many  people  started  off  with  less 
than  I  did."  As  boy  took  after-school 
jobs  to  bring  home  money.  Drox  e  cab 


to  pay  for  Philadelphia  College  of 
Pharmacy  &  Science.  Drug  salesman 
for  Parke-Davis  1960.  Stellar  sales 
record,  but  told  to  wait  for  promo- 
tion. Instead,  quit  1961,  bought  2 
pharmacies.  Sold  1966  to  build  Medi- 
cal Equipment  Unlimited;  sold  1969. 
Joined  R.H.  Medical  1972;  bought 
company  out  1975:  U.S.  Healthcare 
born,  ready  for  trend  to  HMOs.  Took 
public  1983.  HMOS  now  hot;  stock  up 
about  twelvefold  since  1988;  net 
worth  some  $610  million.  Two 
daughters  in  company. 

William  Ingraham  Koch 
Frederick  Robinson  Koch 

Brothers.  Inheritance.  Two  of  4  sons 
of  Fred  Koch  (d.  1967),  founder 
Koch  Industries,  now  $I9-billion- 
plus  (revenues)  oil  giant.  Bill:  Palm 
Beach.  53.  Married,  I  child.  Fred: 
London  (Jean  Paul  Gett)''s  former 
mansion),  Monaco,  NYC.  59.  Single. 
Nast>'  family  split  1981.  Brothers 
Charles,  David  (see  both)  controlled 
firm.  Bill  claimed  mismanagement, 
miserly  dividends:  "I'm  one  of  the 
wealthiest  men  in  America  and  I  had 
to  borrow^  money  to  buy  a  house." 
Brother  Fred,  big  donator  to  arts, 
joined  Bill's  fight.  Buyout  in  1983 
ended  ugly  battle.  Bill  founded  Ox- 
bow Corp.,  eclectic  business  group: 
trading  firm,  high-tech  and  medical 
research,  real  estate,  energ\'  (includ- 
ing   Nevada    geothermal  electric 
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temational-U.S. 
Account  Team 

haumburg,  Illinois 
by  Our  Customers 
for  Our  Customers 


World  Class 
Designs 


Golden  Gate  Bridge 

San  Francisco,  1937 
Designed  by 
In  ing  F.  Morrou 


ve  built  in  world  class  features^  too. 

stomized  coverage  to  protect  customer  assets 
lancial  strength  and  stability  customers  want  from  their  insurer 
international  network  of  offices  to  support  customers  all  over  the  world 
perienced  teams  to  design  flexible  responses  to  each  customer  s  risk  management  and  risk 
nsfer  needs 

r  more  information,  call  your  independent  insurance  agent/broker  or  Zurich-American 
1-800-382-2150 


ZURICH-AMERICAN 

INSURANCE  GROUP 


urich-Aiiipru  aii  ItiMiniiice  (;r(iii|i 


American  Creativity  Swiss  Dependability 

A  Mfiiiher  of  the  VtOrldwidfiaKlZiiricli  liihiiraiuf  t^roup 


inB  runutiv  ruun  nvnuntM  I 

0VER$600M000 

plant),  leased  office  space,  etc.  Sales 
reportedly  over  $1  billion.  Successful- 
ly skippered  San  Diego  Yacht  C^lub's 
defense  of  America's  Cup  1992,  spent 
$68  million  ($10  million  of  it  his  own 
money)  doing  it.  Believed  worth 
$600  million  or  more.  Kibitzer:  "This 
guy  is  worth  at  least  a  billion."  Fred: 
59.  Harvard,  Yale  Drama  Shool.  Re- 
clusive, collecting,  restoring  art. 
"This  guy  just  isn't  into  business." 
Believed  worth  at  least  $500  million. 


Roger  Milliken 
Gemsh  Milliken 
Anne  Franchetd 

Siblings.  Textile  investments.  Heirs  of 
Seth  Milliken,  cofounder  dn>'  goods 
jobber  Deering,  Milliken  &  Co. 
1865.  With  William  Deering  (later 
left  to  start  what  became  Internation- 
al Harx'ester),  Milliken  built  company 
debt-free.  Bought  less-liquid  supplier 
mills  in  Depression  bankruptcies. 
Grandson  Roger:  Spartanburg,  S.C. 
Yale.  77.  Married,  5  children.  Cur- 
rently heads  Milliken  &  Co.,  now 
largest  privately  held  U.S.  textile  firm; 
sales  estimated  over  $2.5  billion. 
Stresses  R&D;  cutting-edge  technol- 
ogy in  plants  maintains  good  margins. 
Quiet  man  about  business  results; 
more  vocal  when  it  comes  to  politics. 
Leading  "America  First"  anti-import 
activist.  "A  man  must  fit  the  age  in 
which  he  lives."  Gerrish:  Greenwich, 
Conn.  76.  Married,  4  sons,  2  daugh- 
ters. Started  in  family  cotton  mill  in 
Union,  S.C.  after  Army.  Retired 
1986,  maintains  NYC  office.  Director 
Milliken  &  Co.  and  Mercantile  Stores 
Co.,  both  controlled  by  family.  Anne: 
70s.  Very  private.  Seal  Cove,  Me.  Has 
carried  guns  against  possible  terrorist 
attack.  Heirs  of  Jane  Stroud,  another 
Milliken  sibling,  sold  Milliken  shares 
to  competitor  Delta  Woodside  Indus- 
tries 1989;  sought  to  force  financial 
information  out  of  Roger.  Twelve 
percent  of  company  stock  to  heirs  of 
late  Francis  Kingsley,  one  of  Roger's 
pals.  Estimated  fortunes:  Roger: 
$600  million.  Anne  and  Gerrish: 
$385  million  each. 


Fayez  Shalaby  Sarofim 

Money  management.  Houston.  64. 
Divorced,  remarried;  5  children. 
Egyptian-born  son  of  wealthy  land- 


owner. Han  ard  Business  grad,  natu- 
ralized 1961.  Joined  Anderson  Clay- 
ton 1951  managing  pension  Rmds. 
Fascinated  with  stock  market, 
launched  own  company  1958  with 
$100,000  from  father.  "The  Sphinx" 
had  eariy  coup:  landed  Rice  U.  en- 
dowment. Early  investor  Teledyne, 
Intel.  Now  manages  about  $25  bil- 
lion. Hasn't  changed  investment 
strategy:  very  conservative,  always 
long  term,  right  now  80/20  equity/ 
fixed-income.  Raging  bull:  thinks 
DJIA  can  hit  10000  by  2000;  still 
favors  consumer  products  franchises: 
P&G,  Coca-Cola,  Philip  Morris.  Esti- 
mated net  worth:  over  $600  million. 


Jack  Crawford  Taylor 

Enterprise  Rent-A-Car.  St.  Louis.  71. 
Divorced,  remarried;  2  children.  Left 
college  for  WWII.  Navy  fighter  pilot 
on  U.S.S.  Enterprise.  Car  salesman, 
then  sales  manager  for  Cadillac  deal- 
ership. Started  own  car  leasing  with 
backing  from  boss.  Took  50%  pay  cut. 
"If  I  failed,  I  figured  I  could  always  do 
something  else."  Avoids  large  players, 
brutally  competitive  airports;  likes 
residential  areas.  Pioneered  insurance 
replacement  rentals  for  wrecked  cars; 
now  much  of  business.  Spokesman: 
"We're  less  reliant  on  travel.  .  .  . 
When  people  stay  home,  our  business 
goes  up.  There  are  more  people  get- 
ting in  accidents."  Expanded  nation- 
ally from  1970s.  Son  Andy,  president, 
now  in  all  major  U.S.  cities;  Canada 
next.  Jack's  85%  estimated  at  $600 
million  or  more. 


Joseph  Dahr  Jamail  Jr. 

Litigation  lawyer.  Houston.  68.  Mar- 
ried, 3  sons.  Started  in  district  attor- 
ney's office,  then  own  small  law  firm. 
Got  rich  with  "sore  back"  cases.  Far 
richer  from  celebrated  1987  Texaco- 
Pennzoil  case:  estimated  $345  mil- 
lion fees,  pretax.  Now  accepts  1  in 
300  cases.  Small  staff:  5  associates  get 
big  bonuses;  Joe  gets  big  bucks. 
Cleared  near  $100  million  last  year. 
Hands  out  $100  bills  to  Houston 
bums;  also  unpublicized  grants,  schol- 
arships. Accused  of  jury  tampering  this 
year;  charges  dropped.  Lately  repre- 
sented Continental  and  Northwest  in 
case  versus  American,  charged  preda- 
tor)'pricing.  Lost.  Self-description  still 


fits:  "goddamned  good."  Estimated 
wealth  of  world's  richest  litigator:  ovci 
$600  million  and  counting. 

Carl  Pohlad  and  family 

Banking,  investments.  Minneapolis^ 
78.  Married,  3  sons.  Son  of  Iowa  rb 
brakeman,  mother  took  in  laundr)'. 
Left  Gonzaga  U.  to  sell  cars.  Decorat- 
ed WWII.  Took  over  Minnesota  bank 
holding  company  after  brother-in-law 
CEO  died.  Acquired  several  northern 
Midwest  banks.  Took  over  bus  com- 
pany MEl;  turned  into  Pepsi  bottlei 
early  1970s,  diversified  into  candy, 
snack  food  distribution.  Sold  bottling 
1986;  food  1990.  Used  as  vehicle  U: 
buy  beaut)'  salons;  previous  owner  still 
managed,  allegedly  badly,  in  Chapter 
11.  Sold  stake  Minnesota  (football; 
Vikings;  has  40%  (baseball)  Twins. 
Partners  with  locals  Irwin  Jacobs,  Curt 
Carlson  (which  see).  Cofounder  Min- 
nesota Boys  and  Girls  club.  Banks  still 
good;  estimated  over  $600  million. 


Henry  R.  Kravis 
George  R.  Roberts 

Partners.  LBOs.  With  Jerome  Kohl- 
berg  (which  see)  left  Bear,  Stearns 
1976;  Kohlberg  Kravis  Roberts 
prowled  for  lbos.  Bought  big:  Hou- 
daille  Industries,  $370  million  1979: 
first  $1  billion  deal:  Wometco  1984 
Later,  Storer  Communications. 
Safeway,  Beatrice,  Owens-Illinois. 
Duracell,  etc.  Kohlberg  left  1987. 
opposed  hostile  takeovers,  prices 
paid;  sued;  still  partner  in  some  deals. 
KKR  takes  more  fees  than  any  othei 
LBO  firm:  20%  of  profits,  1.5%  man- 
agement fee,  1%  investment  banking 
fee,  etc.  In  1988  biggest  lbo  ever:  R!i< 
Nabisco,  $26.4  billion.  Outcome  un- 
certain, thanks  to  high  bid,  price  war 
with  Philip  Morris,  possible  "sin  tax'' 
on  tobacco.  Stakes  are  high:  firm  in 
vested  $3.06  billion  in  equit)',  53%  ol 
1987  fund.  Success  with  more  recent 
deals:  bought  American  Reinsurance 
1992  from  Aetna,  took  public  4 
months  later  for  triple  the  price.  Bank 
of  New  England  also  doing  well. 
Smaller  deals  in  cable  TV,  financial 
ser\'ices,  publishing,  ski,  golf  compa- 
nies. Henr\':  XYC;  5  other  homes  N.Y.. 
Conn.,  Colo.,  Dominican  Republic 
49.  Divorced,  remarried;  second  di 
vorce,     from     designer  Caroline 
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Beyond  every  financial  perception 
is  a  market  reajlity. 


Expert  financial  advice  requires 
astute  analysis  by  professionals  who 
understand  the  constantly  shifting 
economic  currents  and  financial  markets. 
At  Houlihan  Lokey  Howard  &  Zukin,  we 
look  beyond  the  horizon  to  provide  you 
with  alternative  vantage  points.  Over  the 


past  quarter  century^  Ht)ulihan  Lokey  has 
furnished  specialty  investment  banking 
services  to  more  than  4,000  clients,  from 
Wall  Street  to  Main  Street.  With  more 


Houlihan  LOKEY^ 
Howard  &  ZuKiNf 

A  Specialty  Investment  .Banking  Firm 


than  $100  billion  of  transaction 
experience  in  the  last  five  years, 
Houlihan  Lokey  recognizes  the  hazards 
and  opportunities  in  today's  treacherous 
business  waters.  For  advisors  who 
venture  beyond  conventional  wisdom, 
call  (800)  788-5300. 


Los  Angeles  ♦  New  York  ♦  Chicago  ♦  San  Francisco  ♦  Minneapolis  ♦  Washington  D.C.  ♦  Toronto 


ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


[ 


ARDIS.  WHAT'S   MISSING   IS  THE  WIRE. 


] 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems^"" 


1-800-662-5328       Ext.  430 


OMEB  $600,000,000  


Dchm,  under  way.  Two  children, 
ard-noscd  son  of  Tulsa  geologist, 
igh  profile,  NYC  social  scene:  lavish 
)nor  to  Metropolitan  Museum, 
eorge:  San  Francisco.  49.  Married, 
children.  Veiy  private;  hates  nyc; 
ins  SF  office  with  brother-in-law 
bbert  MacDonnell.  Gives  much  to 
;c.  Net  of  other  kkr  partners,  each 
timated  $600  million  or  more. 


eese  Mcintosh  Rowling 
id  family 

il,  pipelines.  Corpus  Christi,  Tex. 
).  Married,  4  children.  Geologist  for 
1  companies.  Went  on  own,  founded 
ma  Oil  &  Gas  1972.  Stayed  virtually 
;bt-free;  in  early  1980s  bust  "drilled 
ts  of  wells  while  other  companies 
:re  busy  paying  their  bank  loans." 
By  1989  one  of  largest  U.S.  inde- 
;ndent  exploration  firms;  sold  oil  and 
IS  production  unit  (kept  pipeline)  to 
;xaco,  mostly  for  special  Texaco  pre- 
rred  stock,  avoiding  much  capital 
lins  tax.  Recently  paying  cash  for 
)oci  southwestern  hotels  at  dis- 
:ssed  prices;  over  2,000  rooms.  Also 


new  oil  and  gas  exploration.  Son  Rob- 
ert, 40,  heads  TRT  Holdings  (family 
investments).  Claims  still  debt-free. 
Estimated  net  worth  around  $600 
million. 


Frank  Batten  Sr.  and  family 

Media.  Virginia  Beach,  Va.  66.  Mar- 
ried, 3  children.  Nephew  of  Samuel 
Slover,  arrived  Virginia  1900,  built  up 
what  is  now  Virginia  Pilot/Ledger 
Star.  Samuel  raised  nephew  Frank: 
Harvard  M.B.A.;  publisher  1954. 
Frank  inherited.  Aggressively  built 
Landmark  Communications  from  1 
paper  (still  flagship).  First  cable  fran- 
chise 1964  (over  650,000  subscribers 
now),  Weather  Channel,  Travel 
Channel,  TV  stations,  also  7  dailies,  32 
weekly  shoppers,  4  triweeklies,  etc. 
(total  circ.  over  550,000).  Son  Frank 
Jr.,  heir  apparent,  working  on  news- 
paper side.  Frank  Sr.'s  35%  stake  in 
Landmark  now  estimated  at  over 
$600  million,  depending  on  leverage. 
"I  thought  you  guys  would  stop  pub- 
lishing that  list." 


/        /  /     //  /  £  ^ 


Sheldon  Solow, 
with  $300  million 
property 
Want  to  see  a 
Forbes  Four  Hun- 
dred  fortune? 
Solow's  Manhat- 
tan office  build- 
ing at  9  W.  57th 
St.  is  valued  at 
around  $300  mil- 
lion, this  year's 
minimum. 


Michael  Hitch 

Pizza.  Detroit  area.  64.  Married,  7 
children.  Son  of  poor  Macedonian 
immigrants,  opened  Little  Caesar's 
pizza  parlor  with  wife.  Garden  City, 
Mich.  1959.  Added  second  1961;  saw 
chain  possible.  Started  superpowered 
ad  campaign  of  "Pizza!  Pizza!  Two 
great  pizzas!  One  low  price."  Built 
into  main  rival  of  Domino's;  now 
surpassing.  System-wide  revenues 
from  nearly  4,500  franchisees,  about 
1,125  company-owned  take-out- 
only  stores  about  $2  billion;  opening 
500  to  600  a  year.  Disuibuies  to 
stores  through  his  Blue  Line  Foods. 
Owns  Detroit  (hockey)  Red  Wings; 
bought  Detroit  (baseball)  Tigers 
from  Tom  Monaghan,  owner  Dom- 
ino's. Also:  Second  City-Detroit  and 
historic  5,000-seat  Fox  Theatre.  Runs 
Detroit's  Joe  Louis  and  Cobo  Arenas. 
Estimated  at  $600  million. 


Cordelia  Scaife  May 

Inheritance.  Ligonier,  Pa.  65.  Di- 
vorced, widowed;  no  children.  Great- 
granddaughter  of  Judge  Thomas 
Mellon  (see  Mellon  family).  Brief  mar- 
riage 1950.  Wed  longtime  friend 
Robert  Duggan,  Pittsburgh  D.A., 
1973;  he  died  of  gunshot  wound 
during  corruption  investigation 
1974.  She  hasn't  spoken  to  brother 
Richard  Mellon  Scaife  (which  see) 
since.  Endowed  Laurel  Foundation 
to  support  population  control,  liberal 
causes.  Maintained  family  tradition 
(Mellon  fortune  built  on  venture  cap- 
ital) in  small  way,  fimding  emerging 
companies  through  Roldiva  Inc., 
company  named  after  Cordelia's  fa- 
vorite steeplechaser.  Lives  modesdy, 
privately.  Net  worth  (mostly  in  trusts) 
estimated  at  about  $600  million. 


Daniel  James  Terra 

Lawter  International.  Chicago.  82. 
Widowed,  remarried;  1  son.  Son  of 
Italian  immigrant  lithographer.  Stud- 
ied chemical  engineering  at  Penn 
State.  Sang  in  speakeasies,  on  radio  to 
survive  Depression.  Developed  high- 
speed printing  process  in  1936  for 
magazines.  Founded  Lawter  1940 
with  $2,500  loan.  Major  collector 
American  art:  sponsor  Terra  Museum 
in  Chicago;  also  Musee  Americain  in 
Giverny,  France,  near  Monet's  home 
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w  duimofict iHfi^  could 


ril  always  remember 
face.  The  smile  bordering 
a  tear  Silenee  aspowe 
as  musk.  Eyes  as  lively 
diamond  I  nenxmsly  slippe^ 
on  her  finger  And 
that  we  have  come  so  far 
together,  perhaps  now  is  the 
moment  to  celebrate  that  Ic^e, 
once  again,  with  a  diamond 
as  exceptional  as  our  love. 


Excq)tional  woman. 
Ex(xptionol  diamond. 


T 

vile  each  diamond  is  unique, 
mnd  of  two  carats,  or  more, 
ucularty  rare.  Fewer  than  one 
It  of  American  women  will  ever 
h  one.  If  you  are  considering  an 
tant  diamond  gift for  your  wife, 
is  ring  featuring  a  brilliantfy- 
^-carat  center  stone,  learn 
cut,  clarity,  color  and  carat 
t  Known  as  the  4@.y,  they  are 
"^lideto  a  diamond's  quality 
ilue. 

The  Fire  Within. 

a  diamond  is  cut  to  proper 

rtions,  light  is  reflected from  one 
o  another  and  dispersed  through 
)  of  the  stone. 

y.  Nature 's  Fingerprint. 
liamonds  contain  tiny,  natural 
larks  calkd  "inclusions!  The 
and  smaller  the  mdusions,  the 
ey  interfere  with  the  passage 

Like  Spring  Water 
onds  boast  an  irfinite  range  of 
The  totally  colorless  diamond, 
'cr,  allows  white  light  to  pass 
jh  it  effortlessly,  dispersed  as 
jws  of color. 

t  Weight.  Carob  Tree. 
>ord  *'camt  "originated from 
treeseed^.  Diamonds  were 
'oruilly  weighted  against  these 
mtilone  carat  was  standardized 
■fifth  of  a  gram. 

U800-557-1778. 

'eyvur  complimentary  brochure 


OVER  $500.000,000  


le  name  of  an  expert  diamond 


^icunond  is fore\;er. 


(museum  has  only  restaurant  in 
town).  Reagan's  national  finance 
chairman;  ambassador-at-large  for 
cultural  affairs.  Honored  by  French 
government.  iRS  wants  $11  million, 
claims  misuse  of  foundation  fiuids, 
paintings.  Estimated  worth:  $600 
million. 


James  Martin  Moran 

Toyotas.  Hillsboro  Beach,  Fla.  75. 
Widowed,  remarried;  3  chikiren,  1  in 
business.  Pumped  gas  full  time  for  25 
cents  an  hour,  age  14.  Saved,  bought 
own  gas  station,  used-car  dealership, 
then  Hudson  franchise.  Switched  to 
Ford.  Became  own  early-TV  spokes- 
man— "the  Courtesy  Man,"  local 
Chicago  idol  outdrawing  Ed  Sullivan. 
Cancer  diagnosis  1966,  went  to  Flori- 
da. Remission.  Acquired  Toyota  re- 
gional distribution  1968.  Built  to 
world's  largest  independent:  some 
150,000  cars  a  year.  Tax-evasion  con- 
viction 1984.  Reportedly  has  favor  of 
Tokyo  executives,  U.S.  execs  would 
like  to  see  him  go:  lost  $39  million 
judgment  this  year;  charges  of  strong- 
arm  tactics  selling  to  local  Toyota 
dealers.  Believed  worth  $600  million 
or  more. 


John  Orin  Edson 

Leisure  craft.  Seattle.  61.  Married,  2 
children.  Founded  Bayliner  (power- 
boats) 1955.  Company,  fiberglass 
boats  sped  past  rest  of  boating  com- 
petitors; sales,  profits  doubled  in  each 
of  3  years  before  sale  to  Brunswick  late 
1986.  Basic  tack:  simplify  and  stan- 
dardize production,  pass  along  lower 
prices.  Edson  conservatively  invested 
proceeds — mostly  bonds,  some 
stocks,  about  60/40.  He  anci  wife 
now  travel  widely.  Recently  sold  old 
105-fbot  boat  after  building  new 
161 -footer,  biggest  fiberglass  yacht  in 
U.S.:  "Fiberglass  was  my  business.  1 
couldn't  build  it  with  anything  else." 
Owns  and  pilots  several  planes,  his- 
and-hers  helicopters  (she  pilots,  too). 
Bought  land  near  Scottsdale  airport. 
Estimated  worth  about  $580  million. 


George  Lindemann 

Cable  TV,  cellular  phones.  Welling- 
ton, Fla.  57.  Married,  3  children. 
Grew  up  NYC.  Wharton.  First  busi- 


ness: cosmetics.  Later,  specialty  phar- 
maceutical house;  developed  first  per- 
manent-wear soft  contact  lens.  Sold 
to  Cooper  Labs  1971  for  $60  million. 
Went  into  cable  TV  looking  for  some- 
thing new  to  do.  Sold  to  Newhouses 
{which  see)  for  $220  million:  "No 
challenge  left  in  it."  Founded  Metro 
Mobile,  cellular  operator;  sold  for 
Bell  Adandc  stock  1991.  Now  chair- 
man natural  gas  distributor  Southern 
Union  Co.  "I've  never  been  in  a 
business  where  anybody  understood 
what  I  was  doing."  Recently  worth 
$575  million. 


WiUiam  Alfred  Cook 

Medical  supplies.  Bloomington,  Ind. 
62.  Married,  1  son.  Drove  cab. 
Northwestern  grad  1953.  Chicago 
hospital  supply  salesman  5  years, 
started  own  hypodermic  needle  com- 
pany. Hated  big  city;  sold  company, 
packed  family  into  Corvair,  moved  to 
Bloomington  1963.  With  $1,500 
bought  soldering  iron,  blowtorch, 
plastic  tubing,  made  then-new  car- 
diovascular catheters.  Today  Cook 
Group  one  of  biggest  U.S.  catheter 
producers;  also  pacemakers,  syringes, 
urological  supplies;  recently  approved 
coronary  stint  (used  in  surgery)  likely 
big  hit.  Also  owns  local  real  estate; 
active  local  politics,  community  af- 
fairs: "He's  the  H.  Ross  Perot  of 
Bloomington."  Net  worth  estimated 
over  $575  million. 


Carl  Celian  Icahn 

Finance.  Bedford,  N.Y.  57.  Married, 
2  children.  Grew  up  middle  class, 
NYC's  Queens.  Mother  taught  school; 
father,  frustrated  opera  singer,  cantor 
at  local  synagogue;  read  Schopenhau- 
er to  Carl.  Princeton  scholarship; 
studied  philosophy,  med  school 
dropout.  Took  $4,000  poker  win- 
nings to  Wall  St.  In  1962  crash  had  to 
sell  convertible.  Borrowed  $400,000 
for  NYSE  seat  1968;  bought  into  firms 
that  had  to  improve,  buy  Carl  out,  or 
spinofl^".  Bought  ACT  1984,TWA  1988; 
big  profits  from  us.\,  Texaco.  But  TWA 
Chapter  11;  faces  potential  $145  mil- 
lion liability  for  underfunded  pension 
fimds.  Big  gains  in  distressed  junk 
bonds;  plan  to  refinance  acf,  extract 
vast  assets.  Estimated  at  $575  million. 
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Leonard  Samuel  Skaggs  Jr. 

American  Stores  Co.  Salt  Lake  City. 
70.  Married,  4  children.  Grandfather, 
a  Baptist  minister,  started  Skaggs 
Cash  Stores  to  raise  money  for  his 
Idaho  congregation  1915.  His  6  sons 
took  over,  later  became  Safeway,  Inc., 
early  major  grocery  chain.  In  1939 
Skaggs'  father  acquired  Payless  Drug 
Stores  in  Utah.  Leonard  took  over 
1950,  age  26.  Formed  partnership 
1969  with  Joseph  Albertson  (which 
see)  to  develop  idea  of  combined 
drug/grocery  store.  In  1977  amica- 
ble split;  each  took  29  stores  for  $2.5 
billion.  Renamed  company  to  Ameri- 
can Stores  after  takeover  1979.  Jewel 
Cos.  takeover  1984;  Lucky  Stores 
1988 .  Today  1 ,672  stores  in  27  states. 
Publicity  averse.  His  shares  recendy 
worth  $560  million. 


John  Charles  Haas 
Fritz  Otto  Haas 

Brothers.  Rohm  &  Haas.  John:  Vil- 
lanova.  Pa.  75.  Married,  5  children. 
F.  Otto:  Ambler,  Pa.  78.  Married,  3 
children.  Father  Otto  (d.  1960)  re- 
turned to  Germany  from  U.S.  1907 
to  help  friend  Otto  Rohm  exploit  new 
tanning  process.  Came  back  1909  to 
open  U.S.  branch  of  Rohm  &  Haas. 
Added  pesticides  1929,  developed 
Plexiglas  1932.  Rohm  family  portion 
seized  during  WWII,  sold  in  public 
offering  1948.  Haas  family  kept  their 
share,  control.  Major  growth  1950s. 
F.  Otto  took  over  after  father's  retire- 
ment 1959.  John  headed  human  re- 
sources department.  Diversification 
into  fibers,  pharmaceuticals  unsuc- 
cessful. Returned  to  traditional  prod- 
ucts: new  preservatives  1970s;  1980s 
expansion  into  paint  and  paper  coat- 
ings, electronics  and  chemicals. 
Brothers  retired  since  1970s.  John 
recently  stepped  down  as  chairman 
William  Pcnn  Foundation  (contrib- 
utes to  Philadelphia  charities).  Broth- 
ers have  history  of  philanthropy. 
Combined  stock  worth  $1.1  billion. 


Robert  Edward  Rich  Sr. 

Cream  substitute.  Buffalo,  N.Y., 
Palm  Beach,  Fla.  80.  Married,  3  chil- 
dren. Learned  family's  dairy  business, 
bought  own  milk  company  1935;  was 
milk  administrator  WWII.  "The  cow 
is  a  very  inefficient  factory."  Devel- 


oped soybean-based  whipping  cream 
(still  whipped  afi:er  thawing),  then 
Coffee  Rich  creamer  1960;  cheap, 
nonspoiiing;  foundation  of  fortune. 
Acquired  small  frozen  food  compa- 
nies, bakery.  Expanding  internation- 
ally: it  is  hoped  Russia  next  year.  Son 
Robert  Jr.^  52,  now  president:  "Nep- 
otism works."  Company  owns  "Cad- 
illac" of  AAA  baseball  league,  Buffalo 
Bisons,  plus  two  AA  baseball  league 
teams.  Also  Florida  golf  course.  Net 
worth  estimated  at  $560  million. 


William  A.  Dart 

Styrofoam  cups,  Freddie  Mac.  Saraso- 
ta, Fla.  65.  Married,  3  children. 
Joined  father's  steel  tape  measure 
company,  founded  in  Michigan 
1937.  Began  experimenting  with 
plastics  1953.  In  1960  produced 
foam  cup.  Dart  Container  became 
world's  largest  maker  foam  cups:  14 


plants  North  America,  England; 
makes  own  polystyrene;  owns  truck 
fleet.  Will's  sons  in  management: 
Kenneth,  president;  Robert,  VP.  Son 
Thomas  runs  Dart  Energy  (oil  and 
gas).  Found  spare  cash  to  buy  11% 
Freddie  Mac  1991.  Sold  most,  now 
holds  under  5%.  Bought  Salomon 
shares  the  day  3  top  executives  set 
plans  to  resign:  now  over  7  million 
shares.  Company  secretive,  releases 
no  figures.  Conservative  guesstimate 
of  wealth:  $550  million. 


Roy  Hampton  Park 

Media.  Ithaca,  N.Y.  84.  Married,  2 
children.  Born  on  North  Carolina 
farm,  entered  N.C.  State  at  15.  AP 
stringer  for  $18  per  week,  ran  college 
paper.  Worked  in  public  relations, 
then  launched  Ithaca  ad  agency  1942. 
Ran  Thomas  Dewey  ad  campaign:  "If 
he'd  won,  I'd  be  a  happy  retired 


Bob  Levine  (left)  and  Craig  Benson  demonstrating  how  to  really  cut  costs 
They  love  to  kid  around,  but  their  famous  spartanism  is  no  joke  to  com- 
petitors. Cabletron  Systems  spends  10%  of  revenues  on  R&D,  holds  cash 
reserves  equal  to  one  quarter's  sales,  and  easily  finances  30%  growth. 
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Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
dieir  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  diat's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today 
Call  your  financial  representative  for  information  including  a  prospecuis  about  Kemper  Mumal  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  3. 


irEmPER 


muTuai  Funos 


J 


Were  Building  Tomorrows  Today " 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  infonnation,  includmg  management  fees  and 
expenses.  Fund  perfomiance  cannot  be  guaranteed  and  will  flucmate.  "1993  Kemper  Financial  Services,  Inc.  215670 


OVER  $509,000,000 


bureaucrat."  Cofounded  Duncan 
Hines,  1947,  sold  to  p&g  for  stock 
1956.  Bought  North  Carolina  TV  sta- 
tion 1962;  added  media.  Now  8  TV, 
20  radio  stations;  140  rural  dailies, 
weeklies,  etc.  Collects  old  cars,  watch- 
es (one  on  each  wrist).  Active  in  N.C. 
State,  Ithaca  College;  latter  named 
media  school  for  him  1989.  Park  and 
wife  raise  peacocks:  "They  make  tre- 
mendous watchdogs."  Stock  in  Park 
Communications  et  al.  estimated  at 
$550  million. 


John  D.  Hollingsworth 

Textile  machinciy,  real  estate.  Green- 
ville, S.C.  75.  Divorced,  1  daughter. 
From  1942,  John,  wife  Ella  (d.  1984) 
promised  service  within  48  hours  of 
textile  mill  call,  built  up  John  D. 
Hollingsworth  on  Wheels.  Raised 
productivity  tenfold  with  better  yarn- 
making  wire,  carding  machines;  ruth- 
lessly protected  \'irtual  monopoly  on 
wire  but  now  down  to  estimated  70% 
market  share.  Also  related  machineiy 
from  mid-1970s.  Bought  well-situat- 
ed land.  Severe  family,  iRS  problems 
1960s.  Has  never  seen  4  of  5  grand- 
children. Diagnosed  paranoid  schizo- 
phrenic; used  mental  illness  as  defense 
against  IRS.  Bizarre  behavior — used  to 
carry  cash  in  leopard-skin  bag  he 
called  a  swimsuit;  still  lives  in  trailer. 
Net  worth  estimated  $550  million. 


Charles  Henry  Dyson 
and  family 

Conglomcrator.  NYC.  84.  Widowed, 
remarried;  4  children,  1  son  in  busi- 
ness. Price  Waterhouse  CPA,  decorat- 
ed WWII  colonel;  represented  Trea- 
sury Department  at  Bretton  Woods 
1944;  left  Textron  VP  post  1949;  felt 
it  was  diversifying  too  slowly. 
Launched  Dyson -Kissner  (now  Dy- 
son-Kissner  Moran)  with  former  col- 
league Franklin  Kjssner  36  years  ago. 
Built  conglomerate  dkm,  which  has 
done  hundreds  of  deals  since.  Private 
companies  include  Core-Mark  Inter- 
national (food  distributor),  Kearny- 
National.  Public  holdings  in  Forest 
Laboratories,  Fortune  Bancorp.  Also 
real  estate.  Sold  over  SI 77  million  in 
assets  in  last  year:  problems.'  Dyson's 
92%  interest  in  remaining  assets  still 
estimated  $550  million. 


Kathryn  Albertson 

When  she  met  Joseph  Albertson  at 
the  little  College  of  Idaho  long  ago, 
she  probably  did  not  expect  it  to 
be  renamed  Albertson  College  of 
Idaho.  Or  to  become  a  billionair- 
ess  when  he  died  this  year  at  86. 


Charles  Haywood  Murphy  Jr. 
and  family 

Murphy  Oil  Corp.  El  Dorado,  Ark. 
Investor  Charles  Sr.  (Mr.  Charlie) 
acquired  land,  timber;  drilled  first  oil 
well  in  Louisiana  1907  (d.  1954);  son 
Charles  Jr.  started  own  oil  production 
company  at  16  with  $5,000  gift  from 
grandfather.  At  2 1 ,  took  reins  of  Mur- 
phy Oil  after  father  suffered  stroke. 
"•When  1  might  have  been  a  college 
freshman,  I  had  already  found  oil,  had 
40  employees,  owed  $100,000,  want- 
ed to  marry.  Being  a  freshman  didn't 
appeal  to  me."  Built  integrated  com- 
pany through  mergers,  exploration, 
reinvestment.  At  73,  still  chairman. 
Secret  to  family  success:  "See  that 
your  sisters  marry  outstanding  men." 
One  son  in  business,  3  other  children. 
Family  has  26%  Murphy  Oil;  Charles 
Jr.  dabbles  in  bank  stocks.  Worth  over 
$550  million. 


Jon  Meade  Huntsman 

Plastics.  Salt  Lake  Cit)'.  56.  Married,  9 
children.  Teacher's  son;  Wharton, 
use  M.B.A.  Managing  in-law's  egg 
processing  plant  inspired  1965  joint 


venture  in  polystv'rene  egg  container 
Started  plastic  products  compai 
with  brother  1968.  In  1970  appoin 
ed  HKW;  later  top  Nixon  aide.  Mea 
while,  company  neared  bankruptcy 
Recovered;  sold  1976.  Foundc 
Huntsman  Chemical  on  big  dec 
1983.  Bought  more,  big  polypropyj 
ene  capacity  1987;  high  leverage,  dii 
cheap.  "If  you  can  shave  a  few  millio 
off  expenses,  that  may  be  all  the  prof 
you're  going  to  make."  Lookjn 
abroad.  Buying  Texaco  chemicals  op 
eration  with  Australia's  billionairt 
Kerry  Packer,  for  $1  billion.  Rccentl 
recovered  from  prostate  cance 
Worth  estimated  at  $550  million. 


Roy  Edward  Disney 

The  Walt  Disney  Co.  LA.  63.  Married 
4  children.  Nephew  of  brilliant  can 
toonist  Walter  Elias  Disney  (d.  1966 
Roy  began  career  as  assistant  filri 
editor  of  1953  TV  series  Drajfnel 
Worked  24  years  at  Disney  studios  a 
film  editor,  writer,  etc.  Left  to  bq 
come  independent  producer/inve^ 
tor  after  management  dispute  1977 
started  Shamrock  Holdings,  investji 
ment  firm  with  real  estate  and  medi 
Returned  to  Disney  as  vice  chairma 
1984;  ousted  management,  brough 
in  Michael  Eisner.  Roy  still  head 
animation  department.  Shamroc 
company  recently  bought  entry  int 
lucrative  LA  radio  market;  has  33l 
sneaker  company  LA  Gear  throug! 
Trefoil  Capital  Investors.  Now  2  r\ 
23  radio  stations.  Net  worth  estimat 
ed  at  over  $540  million. 


John  Edward  Anderson 

Beverage  distribution,  etc.  Bel  Ain 
Calif  76.  Widowed,  remarried;  4  chil 
dren.  Sold  popcorn  outside  dad' 
Minnesota  barbershop;  Westcn 
Union  messenger,  ucla  hockey  tcan 
1936;  Har\'ard  M.B.A. ;  night  lav 
school  Loyola.  Cofounder  Kindel  ^ 
Anderson  law  firm  1953.  Some  cli 
ents  beverage  distributors.  Bug  bit 
formed  Ace  Beverage  1956,  distribut 
ed  then-minor  Budweiser.  Grew  witi 
Bud;  added  banks,  insurance;  Fii^ 
Business  Bank  (la)  1989  for  SiS. 
million,  mostly  borrowed.  "You  ncci 
enough  cash  cows  to  feed  your  pig 
(fbb).  We  want  to  fatten  it  up  becaus 
someday  we  hope  to  take  the  piggy  t( 
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Our  corporate  clients  depend  on  us.  Their 
employees  depend  on  them.  So  when  we 
guarantee  a  rate  for  401K  plans,  we  protect 


ourselves  with  CBOT  T-Note  futures." 


Thomas  C.  Hardy 
Executive  Vice  President  and 
Chief  Financial  Officer 
Provident  Companies 


Our  clients  are  intelligent  buyers,"  states  Hardy.  'They  demand  a  prudently  managed  portfolio!' 

ider  all,  Provident's  clients  are  Fortune  500  companies  with  multi-million  dollar  401K  plans.  They 

ely  on  Provident's  stability  and  its  ability  to  manage  risk.  And  Provident  relies  on  CBOT  T-Note  futures  and 

ptions.  "They're  our  best  hedge  against  adverse  interest  rate  movement,"  asserts  Hardy.  "Nothing  matches  our 

isk  better!' 

To  find  out  how  Treasury  futures  can  help  you  face  interest  rate 
sk,  call  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors"  at 
-800-THE-CBOT,  ext.  6002,  or  1-312-435-3558,  ext.  6002. 


^  Chicago  Board  of  Trade 


OUER  $500,000.000 


Michael  Bloomberg  with  the  Bloomberg 

His  data  retrieval  and  news  business  is  growing  40%  a  year.  His  latest 
acquisition,  New  York's  WBBR  all-news,  no-crime  radio,  has  plenty  of 
room  to  grow:  Of  49  NYC  stations,  WBBR  was  number  42  in  market  share. 


market."  Estimated  worth  of  over 
$530  million.  "I  still  have  trouble 
paying  75  cents  for  a  Snickers." 

A.  Alfred  Taubman 

Shopping  centers.  Bloomficld  Hills, 
Mich.;  NYC.  68.  Divorced,  remarried; 
3  children.  Immigrant  father  was 
home  builder;  "Al"  was  college  drop- 
out. Got  $5,000  loan  1950,  devel- 
oped shopping  center;  built  more. 
Large  regional  malls  1960s.  Perfec- 
tionist with  stringent  leases,  store- 
design  demands:  seeks  ultimate  sell- 
ing environment.  Made  $150  million 
from  Ir\'ine  Ranch  buyout  1977-83 
(see  Donald  Bren)\  white  knight  Soth- 
eby's 1983.  Hurt  by  business  deci- 
sions: took  $600  million  loan  from 
GM  1985;  never  refinanced  GM  out; 
had  to  go  public  November  1992 
with  19  shopping  centers,  but  still  has 
operating  control  tlirough  complicat- 
ed restructuring.  GM  still  has  a  piece. 
Taubman  may  still  be  worth  $525 
million  or  more. 


Paul  B.  Fireman 

Reebok  International.  Newton, 
Mass.  48.  Married,  3  children.  Family 
had  Mass.  camping,  sporting  goods 
business.  In  1979  spotted  running 
shoes  from  obscure  British  maker, 
Reebok,  at  trade  show;  became  dis- 
tributor. Sales  climbed  to  big  $1.5 
million  by  1981.  In  1982  introduced 
first  aerobics  shoe,  first  athletic  shoe 
just  for  women.  Bought  out  parent 
company  1984.  Went  public  1985, 
replaced  Nike  briefly  1986  as  top  U.S. 
sneaker  company.  By  1987  sales  $1.4 
billion.  Added  apparel  and  accesso- 
ries. "Basically,  Reebok  and  similar 
businesses  operate  in  a  theatrical 
world.  We  need  to  create  not  only  a 
constant  flow  of  new  product  but  also 
new  excitement."  Active  in  human 
rights  causes.  Estimated  worth  over 
$525  million. 


Lucille  Gairver 

Bandag,  Inc.  Muscatine,  Iowa.  76. 
Widow  of  Roy  James  Carver  (d. 
1981 );  3  sons.  Roy  acquired  rights  to 


g  German  retreading  process  1957 
I  Nearly  bankrupted  family  pump  com 
I  pany  developing  longer-lasting  tire 
retreads.  Succeeded.  Attempted  t( 
diversify  mid-1970s;  failed.  But  Ban 
dag  retreads,  precurcd  rubber,  cqui[i 
ment  for  trucks  and  buses  markc 
leaders.  Youngest  son  Martin,  45 
now  chairman,  c:e().  Continuing  tc 
improve  product.  Roy  Jr.,  50,  presi| 
dent  Cai'ver  Pump  Co.,  father's  origi 
nal  business.  Widow  Lucille  still  trea 
surer,  director.  "We  are  not  one  of  th» 
companies  that  spend  all  their  timi 
looking  for  deals;  we  try  to  run 
business."  Her  shares  recently  wort! 
$520  million. 


John  Hammond 
Krehbiel  Sr. 

Molex  Inc.  Lisle,  111.  87.  Widowed, : 
sons.  Father  Fred,  his  brother  found 
ed  small  manufacturing  compan; 
1938  using  molex — light,  inexperu 
sive  plastic  from  industrial  waste 
Made  toy  guns,  flowerpots,  etc.  Soi 
John  Sr.  joined  1940;  president  1947 
Switched  from  commercial  to  electri 
cal  products.  Cost-  and  quality-con 
scious;  built  leading  manufacture 
electrical  and  electronic  terminals 
connectors,  switches.  Took  publi 
1972;  expanded  overseas.  Today  in  1* 
countries;  overseas  sales  accoimt  fo 
over  70%  of  total.  Annual  sales:  $85' 
million.  Sons  now  run  day-to-da 
business.  Son  John  Jr.:  56.  President 
Son  Fred:  52.  CEO.  Their  shares  re 
cently  totaled  $381  million.  John  Sr.' 
Molex  shares  worth  $515  million. 


Donald  George  Fisher 
Doris  F.  Fisher 
and  family 

The  Gap,  Inc.  SF.  Donald,  65.  Wif 
Doris,  62.  Three  sons.  After  U.  c 
California  ( 1950)  Don  began  as  Cali 
fornia  real  estate  developer.  Aite 
frustrated  attempt  to  exchange  ill 
fitting  Levis,  conceived  idea  of  jean 
store,  arranged  by  size,  not  by  branc 
With  wife,  opened  the  Gap  1969  o 
Ocean  Avenue  in  SF.  Name  (allusio 
to  the  generation  gap)  and  merchar 
dise  (records,  tapes,  jeans)  fit  int 
flower-power  countercultural  lane 
scape.  Huge  selection  of  denim  bi§ 
gest  draw;  stopped  selling  records  an 
tapes  within  3  months.  By  1972  fin 
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Respite  traction  canttol  To  its  abundance  of 

nd  ABS  braking,  it  traditional  luxurlesi 

lips  irrevocably  to  the  the  Diamante  is  ^ 
iitomotive  forefront 


adds  an  available 
TCr  Traction/Trace  Control*  H 
system  and  standard  ABS  '  • 
brakes:  safety  considerations 
which  help  assure  a  serene, 
unruffled,  predictable  ride. 

Remote  audio  controls  on 
the  leather-wrapped  steering 
wheel;  windshield  wipers  . 
whose  pace  can  adjust  to  '^^ 
vehicle  speed;  a  comprehen- 
sive security  system  that  -i 


activates  automatically  when 
doors  are  locked -these,  too, 
are  luxuries  beyond  tradition, 
and  niceties  you  will  inevitably 
come  to  call  necessities.  ' 
.    The  Diamante  LS.  Filled  ''-^fl 
with  new  automotive  thinking. 
Squarely  in  the  front  rank  of 
luxury  performance  sedans. 
Call  1-800-447-4700  for 
your  nearest  dealer  ;  ; >  :^ 


MITSUBISHI 

C   R   r   A   7   I   N   G      T  O   G   r   f   H   r  R' 


The  New  Thinking  in  Automobiles 


OVER  $500^,000.000 


store  outside  California.  Went  public 
1976;  362  Gap  stores  nationwide  by 
1978.  Acquired  Banana  Republic  (sa- 
fari-style clothing)  1983.  GapKids 
1986.'  BabyGap  1989.  Currently 
1,333  stores  worldwide.  Son  Robert: 
39.  Married,  3  children.  Executive  VP 
and  CFO  Gap.  William:  36.  Married,  2 
children.  John:  32.  Married,  2  chil- 
dren. John  and  father  part  of  group 
that  recently  bought  SF  (baseball)  Gi- 
ants from  Robert  Lurie  (which  sec). 
All  3  brothers  have  Stanford  M.B.A.s. 
Donald  and  Doris'  share  of  the  Gap 
worth  over  $1  billion.  Sons  share 
$572  million. 


Patrick  George  Ryan 

Insurance.  Chicago.  56.  Married,  3 
sons.  Son  of  Milwaukee  Ford  dealer. 
Northwestern  U.  athlete.  For  5  years 
sold  Penn  Mutual  insurance.  In  1962 
hit  on  big  idea:  sell  insurance  through 
car  dealers  for  a  percentage.  Ryan 
Insurance  hit  $560  million  revenues 
1982.  Merged  with  W.  Clement 
Stone's  firm,  later  renamed  Aon, 
"oneness"  in  Gaelic.  Built  broad- 
based  life,  health,  casualty,  reinsur- 
ance firm;  recently  bought  Hudig- 


Langevcldt,  Europe's  largest  com- 
mercial insurance  brokerage;  adding 
Eastern  Europe.  Campaign  finance 
chairman  for  GOP  House  candidate 
from  Chicago  district:  "'Patrick  Ryan 
is  a  friend."  Into  Chicago  charities, 
social  scene.  Owns  20%  of  Chicago 
(football)  Bears.  Estimated  worth: 
$515  million. 


William  Russell  Kelly 

Kelly  Services.  87.  Married,  1  son. 
Fort  Lauderdale,  Fla.  Born  Vancou- 
ver Island;  father  made,  lost  fortunes 
in  international  oil;  died  1928,  left  7 
children,  no  estate.  Russell:  U.  of 
Pittsburgh,  dropout  1926,  sold  cars. 
WWII  Army  fiscal  management  ana- 
lyst, earned  rep  as  red  tape  destroyer, 
discovered  new  business  machines. 
To  Detroit  postwar,  "I  thought  the 
automobile  business  would  require  a 
mass  of  paperwork."  Sent  out  ma- 
chines, staff.  Customers  got  own  ma- 
chines— but  needed  his  "Kelly  Girls." 
First  Kelly  office  services  1946;  went 
public  1962.  Now  over  580,000  em- 
ployees worldwide.  Adopted  son  Ter- 
ence Adderley,  ceo,  has  $140  million 
in  stock.  Chairman  Kelly's  stock  re- 


cently worth  $510  million. 

Robert  N.  Miner  * 

Oracle  Corp.  San  Francisco.  49.  Mar 
ried,  2  daughters.  B.A.  philosophy 
mathematics,  U.  of  Illinois.  Attendee 
George  Washington  Uni\'ersit\'  Lay 
School;  also  School  of  Engineering 
Honed  programming  skills  at  Appliecj 
Data  Research  Corp.,  the  National 
Institutes  of  Health  and  IBM's  Federa 
Systems  Division.  Later  designed  op 
erating  system  for  minicomputer  de 
veloped  by  Phillips  Data  Systems  ir| 
France.  Helped  found  Oracle  1977  in 
small  office  Santa  Clara,  Calif  with 
Lawrence  Ellison  (which  see).  Re 
sponsible  for  product  design,  de\'el 
opment  and  marketing.  Currently  se- 
nior vice  president  of  ad\'ance  tech 
nologv  division.  Held  his  Orackl 
shares  through  ups  and  downs,  re- 
cently worth  $510  million. 

Betsey  Gushing 
Roosevelt  Whitney 

Inheritance.  Manhasset,  N.Y.  85.  Di 
\'orced,  widowed;  2  children  by  firsj 
husband  (James  Roosevelt,  FDR's  el 
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:st  son).  Daughter  of  pioneering 
rain  surgeon  Harvey  Cusining;  fdr's 
vorite  daugliter-in-law,  White 
'ouse  hostess.  Divorced  1940;  mar- 
:d  John  Hay  (Jock)  Whitney  1942, 
;ir  to  huge  19th-centuiy  fortune. 
)ck  (d.  1982)  added  to  fortune — 
;nture  capital,  newspapers  (includ- 
g  International  Herald  Tribune),  at 
ast  7%  Dun  &  Bradstrect.  Betsey 
herited  almost  all,  including  stun- 
ng,  wide-ranging  art  collection  ap- 
'aised  at  over  $200  million  (Ren- 
r's  "Bal  au  Moulin  de  la  Galette" 
one  sold  for  $78  million).  Lives  on 
30 -acre  estate  on  New  York's  Long 
land.  Estimated  worth  over  $500 
illion. 


Walter  A.  Haas  Jr. 
obert  D.  Haas 
eter  E.  Haas  Jr. 
)$ephine  B.  Haas 
hoda  H.  Goldman 
id  families 

lue  jeans.  San  Francisco.  Bavarian 
imigrant  Levi  Strauss  sold  pants 
ade  of  tent  canvas  to  California 
9ers;  patented  denim  version  1873. 
rauss  died  bachelor  1902.  Walter 


Haas  Sr.  (d.  1979)  married  Strauss' 
grandniece,  ran  Levi  Strauss  &  Co. 
1928-55.  Walter  Jr.:  77.  Married,  3 
children.  Took  company  public 
1971 .  Bought  Oaldand  A's  (baseball) 
1980.  Retired  1981,  still  active  direc- 
tor, honorary'  chairman.  His  interest 
estimated  $410  million.  Walter's  son 
Robert:  51.  Married,  1  daughter. 
Took  company  private  in  $1 .6  billion 
leveraged  buyout;  now  chairman, 
chief  executive  officer  of  world's  larg- 
est apparel  firm.  "A  corporation's  re- 
sponsibilit)'  goes  beyond  profitability, 
providing  a  quality  product  at  a  fair 
price."  His  interest  estimated  $410 
million.  Rlioda  Haas  Goldman:  69. 
Married;  3  children,  1  deceased.  Wal- 
ter Jr.'s  sister,  company  director;  widi 
husband  Richard  established  Gold- 
man Environmental  Prize.  Estimateci 
$355  million.  Josephine  Haas:  late 
60s.  Peter  Sr. 's  (which  see)  ex-wife  has 
shares  estimated  $500  million.  Their 
son  Peter  E.  Jr.:  45.  Company  direc- 
tor, approximately  $410  million. 

Dennis  Washington 

Mining,  railroads,  etc.  Missoula, 
Mont.;  Palm  Springs,  Calif  59.  Mar- 


ried, 2  sons.  Loved  big  machines: 
became  heavy  crane  operator  in  Alas- 
ka, Montana.  Got  $30,000  loan  (and 
married)  age  30.  Built  Montana's 
largest  contractor.  Noticed  unaggres- 
sive big  companies  sitting  on  assets. 
Bought  closed  Anaconda  copper 
mine  for  $20  million  1985;  then  cop- 
per prices  surged.  Used  nonunion 
labor,  profit-sharing:  low-cost  pro- 
ducer. Sold  half  1989  for  $125  mil- 
lion. Bought  rail  line  from  Burling- 
ton Northern  1987,  now  Montana 
Rail  Link;  pretax  profits  estimated 
over  $35  million.  Ranches,  horses, 
yachts,  airplane.  Merged  contracting 
operation  June  with  Kasler  Holding 
Co.  His  net  worth  believed  over 
$500  million. 


John  William  Berry  Sr. 
and  family 

Yellow  Pages.  Dayton.  71.  Twice  di- 
vorced, remarried;  5  sons.  Army 
WWII.  Dartmouth.  Son  of  Loren  M. 
Berry,  who  sold  horseradish,  then  ad 
space  in  train  schedules  as  boy.  Trav- 
eling salesman  took  dreams,  $200  to 
Dayton  1910.  Talked  Dayton  Home 
Telephone  Co.  into  ad  sales  campaign 


Imagine  a  retirement  program  that  lets  you  invest  for 
th  without  risking  a  single  penny  of  your  principal.  What 
tnagined  is  an  Equitable  variable  annuity. 

Here's  how  it  works:  contributions  to  your  annuity  stay 
y  anchored  in  our  Guaranteed  Interest  Account.  Then,  if 
vish,  we  automatically  transfer  your  monthly  interest  into 
choice  of  one  or  more  growth-oriented  investment  funds 
ssionally  managed  by  some  of  the  most  experienced  peo- 
I  the  business.  You  gain  the  benefits  of  "dollar  averaging" 
equity  investments  over  a  long  period  of  time. 


There's  no  simpler,  safer  way  to  manage  your  retirement 
savings  for  growth.  And  you  can  make  changes  in  your  savings 
plan  whenever  you  want. 

To  pursue  your  interest  in  The  Equitable  and  its  versatile 
and  timely  range  of  products,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable, 
787  Seventh  Avenue,  Department  A,  New  York,  NY  10019. 

For  more  complete  information  about  our  Variable  Annuities,  including  charges 
and  expenses,  obtain  a  prospectus  from  your  Equitable  Agent.  Principal  value  and  return 
of  an  investment  in  variable  funds  will  fluctuate  with  changes  in  market  conditions. 


THE 

EQUITABLE 

STRENGTH  IN  NUMBERS 


®  1993  The  Equitable  Companies  Incorporated.  NY.  NY  10019. 


dUER  $500^000,000 


using  one-color  paper.  "Mr.  Yellow 
Pages"  died  1980  at  91.  John  Sr. 
bought  out  siblings,  expanded.  Sold 
L.M.  Beny  &  Co.,  second-largest 
Yellow  Pages  agent,  for  BellSouth 
stock  1986,  retired  1987.  John  Jr. 
chairman  Berry  Investments:  hunting 
supply  company,  security'  device  firm, 
etc.  Regarding  stock,  Berr\'  Jr.  said  Sr. 
"hasn't  made  any  big  sales  since  they 
changed  the  tax  laws."  Estimated  net 
worth  of  $500  million. 


Jerome  Spiegel  Kohlberg  Jr. 

LBOs.  Mt.  Kisco,  N.Y.  68.  Married,  4 
children.  New  York- born  lawyer. 
Harvard  M.B.A.  Left  Bear,  Stearns  to 
found  KKR  with  Kravis,  Roberts 
(which  see).  Bought  underx'alued 
companies  with  massive  debt,  moti- 
vated managers  with  equity;  multi- 
plied value.  First  Big  Board  bu)'out: 
Houdaille  Industries,  $370  million, 
1979.  First  $1  billion  deal:  Wometco, 
1984.  Many  more.  "Patriarch,"  men- 
tor; but  split  1987 — opposed  hostile 
takeovers,  believed  prices  too  high: 
"I'll  stick  with  deals  where  reason 
prevails."  Kohlberg  &  Co.  record 
mixed.  Still  in  some  KKR  deals;  major 
source  for  anti-KKR  book.  The  Money 
Machine.  Lawsuit  over  KKR  profits 
dropped  1990.  Net  worth  still  esti- 
mated at  over  $500  million. 


Patrick  Joseph  McGovem 

Publishing.  Nashua,  N.H.  56.  Di- 
vorced, remarried;  4  children.  Built 
machine  to  play  Tic-Tac-Toe  in  10th 
grade;  won  MIT  scholarship,  worked 
on  MIT  computer  magazine. 
Launched  International  Data  Group 
1964  as  computer  census  senice. 
Started  flagship  publication  Compu- 
terworld  1967.  Built  to  more  than 
190  computer-related  newspapers, 
magazines  in  65  countries,  including 
Russia;  related  information  services. 
Some  stock  sold  to  employee  trust 
(over  30%  so  far)  "to  build  a  total, 
common  family."  Believes  in  giving 
employees  autonomy.  Consummate 
salesman.  Lives  modesdy,  flies  coa- 
ch. "Living  ostentatiously  means 
putting  other  people  down."  Mc- 
Govern  estimated  worth  warmheart- 
ed $500  million. 


Jeremy  Maurice  Jacobs 

Sports  concessions.  East  Aurora,  N.Y. 
53.  Married,  6  children.  Father  Lou 
foimded  concession  business  with 
brothers  for  theaters,  baseball  parks 
1915.  Made  loans  to  troubled  sports 
teams  in  pre -TV  days  for  exclusive 
long-term  concession  rights — one 
comes  up  for  renegotiation  2000. 
Lou,  "Godfather  of  sports,"  eventu- 
ally bought  out  brothers;  died  1968. 
Jeremv  took  over.  Modern  contracts 


Carl  Icahn,  in  an  appropriately  serious  mood 

Under  the  recapitalization  plan  now  under  way  at  Icahn's  raiicar  mai<er 
ACF,  he  could  lift  $1  billion  in  cash  and  securities—unless  the  Pension 
Benefit  Guarantee  Corp.  and  reluctant  investors  scuttle  the  offering. 


shorter,  competition  intense;  Jerem 
expanded  into  airport  concessions 
horse  and  dog  tracks,  Boston  (hock) 
ey)  Bruins,  Boston  Garden  (building 
new  one );  metals  sideline.  Like  father 
like  son:  Jeremy  bought  out  hi 
brothers  1980s.  Still  longs  for  Japa 
nese  baseball  concessions.  Estimate; 
worth  $500  million. 


Muriel  Kauffman 

Inheritance.  Mission  Hills,  Kans.  76 
Thrice  widowed,  3  children.  Bon 
Canada.  Father  taught  her  how  rc 
write  checks  before  anything  else.  A 
18,  ran  law  office,  insurance  firm,  rea 
estate  when  father  died,  brother  wen 
to  war.  McMaster  University,  Cana 
da.  Married  third  husband  Ewing  M 
Kauffman  1962,  who  founded  Mar 
ion  Labs;  owned  K.C.  (baseball 
Royals,  died  of  bone  cancer  August 
Muriel  increased  Marion's  hiring  o 
women.  Did  much  to  bring  Ro)'als  tc 
cit}^ — active  in  cultural,  social  scene 
"You're  a  long  time  horizontal  in  tha 
coffin."  Acquaintance:  "She's  knowE 
for  making  shocking  statements  anc 
making  them,  well,  loudly."  Much  oi 
estate  to  foundation;  estimated  wortl 
$500  million. 


John  Thomas  Lupton 
Elizabeth  Lupton  Davenport 

Siblings.  Coca-Cola  bottling.  Grand 
father  John  T.  (d.  1933)  got  rights  tc 
distribute  Coca-Cola  1899.  Usee 
part  of  patent  medicine  fortune  tc 
finance  early  Coke  bottling  plants 
Father  Thomas  Cartter  bought,  sole 
Coke  franchises  at  frenzied  pace 
John:  Lookout  Mountain,  Tenn.  66 
Married,  4  children.  Started  as  chie 
bottie  washer;  ran  family  firm  (JTL 
after  father's  death  1977.  Coca-Coh 
board  member  till  1983,  sold  JTI.  tc 
Coke  1986  for  pretax  $1.4  billion 
Major  force  in  revitalizing  downtowr 
Chattanooga;  major  contributor  tc 
$45  million  Tennessee  freshwatc 
aquarium;  built  r\vo  golf  courses 
"Jack  is  outspoken  on  e\'er\'thing  he 
believes  in."  Elizabeth:  Lookou 
Mountain,  Tenn.  59.  Dixorced,  re 
married;  3  children.  Husband  R.B 
Davenport  III  chairman  of  Kr)'sta 
Co.,  fast-food  hamburgers.  Each  esti 
mated  at  least  $500  million. 
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t  Republic  we  reduce  risk  by  sharing  information. 


Iilic- Nalional  l);mk  i>l'Nc-w  York  l99-(.  • 


I 


Republic  National  Bank,  we  know  that 
the  indi\  itlnars  decision  is  only  as  gotKl  as  the  information 
that  helped  form  that  decision. 

So  we  bring  together  a  team  of  market  and  credit  analysts . 
to  share  information  and  assess  risk  before  borrowing, 
lending  or  investing  funds.  Charged  with  Republic  Bank's 
most  important  mission — protect  our  depositors'  funds, 
this  "safety  first"  philosophy  earns  us  the  respect  of  the 
financial  community.  Lazard  Freres  &  Co.,  Equity  Research, 
wrote:  "Over  the  last  27 years,  the  hank  has  developed  an  : 
excellent  reputation  for  private  banking  capabilities,  dedi- 
cation to  the  depositor;  and  risk  cwerse  banking  practices 
The  bank  is  unrivaled  among  its  peers  in  asset  quality, 
res(.'ri 'es  for  loan  losses,  and  equity-to-risk  assets.  " 
i^  y-  Vj/orkiny:,  together  to  protect  the  bank's  customers  Ixelps 
keep  Republic  strong.  For  more  int()rmatton  about  Republie 
National  Bank  of  New  York,  write  tor  our  latest  Quarterly 
Report  to:  Information  Center,  iJ  Frpf  tri  ir 

Republ  ic  National  Bank  of  New        *  J^Skt  a  7 ^  a 

New  York,  NY  10018.  Or  call 

(212)  221-6056.  Outside  Ne^y^,  £wl 

Y[)rk(:ity(8()0)RFPUBLIG.  "^^^ 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  Zl  RK;II  •  1.1  (.ANC)  •  LI  XHMBOl  R(,  •  FARLS  •  MON  I  L  C:ARLC)  •  0115RAL1 AR 
1ILAN  •  GIT.RNSH^  •  BEIRUT  •  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAl'  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINCiAPORE  •  HONG  KONG 
TAIPEI  •  JAKAR  l  A  •  BEIJING  •  MONTEVIDEO  •  PUNTA  DEI.  ESTE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  (  LI  Y  •  CARACAS  •  RIO  DE  JANEIRO 


Are  You 
Hearing 
Everything? 

If  some  things  don't  sound 
right,  you  could  have  a 
hearing  problem.  Do  you  ask 
people  to  repeat  things?  Can 
you  hear  telephone  callers 
clearly?  Do  others  complain 
that  ycuir  radio  or  TV  is  too 
loud?  No  matter  what  your 
age  —  young  or  old —  hearing 
problems  can  be  barriers  to 
success  in  school  or  at  work. 
If  you  have  trouble  hearing, 
contact  an  audiologist. 

A  hearing  problem  is  one 
problem  you  don't  have  to 
live  with. 


AMERICAN 
SI'KECH-LANGUAGE- 
HEARING 
A£S(.X;lATION 


For  additional  information  on  hearing 
loss  and  audiologists  in  your  area,  call 
1-800-638-8255. 


OVER  $500,000,000 


Wallace  Henry  Coulter 
Joseph  Coulter 

Brothers,  l)l()()d  cell  analysis.  Wallace 
studied  electrical  engineering  Geor- 
gia Tech,  dropped  out  1932.  Numer- 
ous technical  and  service  jobs  while 
tinkering  in  (Chicago  basement.  De- 
veloped '/Coulter  Principle"  1949: 
time-saving  electronic  method  of 
counting  microscopic  particles.  With 
government  grant  invented  C'oulter 
(Counter,  blood  cell  counting  instru- 
ment, 1953.  With  brother  Joseph, 
founded  C^oulter  Electronics  1958, 
now  Coulter  C]orp.  Huge  success. 
Estimated  95%  of  autf)mated  blood 
counters  worldwide  use  Coulter  or 
clones.  Still  growing;  bought  104- 
acrc  Amerifirst  office  campus  in  Mi- 
ami from  Resolution  Trust  Cx)rp. 
1992.  Wallace:  Miami  area.  7()s.  Sin- 
gle. Joe:  Miami  area.  68.  Divorced,  4 
children.  C'ompany  valued  at  just  un- 
der $1  billion;  ('hairman  Wallace's 
controlling  interest  estimated  $500 
million;  Joe's  stake,  $480  million. 


Oveta  Culp  Hobby 
and  family 

Media.  Houston.  88.  Widowed,  2 
children.  Daughter  of  state  represen- 
tative. Oveta  became  Texas  House 
parliamentarian  age  20.  Ran  for  Leg- 
islature age  25,  lost.  Age  27,  wed 
Houston  Post  publisher  William 
Hobby;  he  added  radio,  TV.  Liberal 
GOP  fashion  plate,  first  HEW  secretan' 
under  Eisenhower.  Son  William  Jr.: 
Texas  lieutenant  governor.  Daughter 
Jessica  C^atto:  published  Washington 
Journalism  Review.  Since  1983  her 
H&C  Communications  steadily  selling 
properties:  Houston  Post  1983  for 
$  1 00  million;  1992,  TV  stations  Nash- 
ville, Des  Moines,  Daytona  Beach/ 
Orlando.  Fortune  mostly  in  heirs' 
names,  but  0\'eta  controls  purse 
strings  on  estimated  $500  million. 


Jerry  J.  Moore 

Shopping  centers.  Houston.  65.  Mar- 
ried, 3  children.  Son  of  Polish  immi- 
grants; high  school  dropout.  Sold 
\acuum  cleaners — some  to  buyers 
without  electricity  ('T  told  them  the 
electricity  was  coming").  Began  buy- 
ing strip  malls  1966.  Business  plan: 
get  troubled  strip  mall  cheap,  rehab, 
raise  rents;  bu\'  more.  Now  some  12 


million  sq.  ft.,  says  public  offering 
planned  next  year.  POic;  trouble  over 
bank  loans  resolved  favorably.  Lives  in 
transplanted  40-room,  18th-century 
French  chateau;  owns  over  700  classic 
cars  (41  Duesenbergs,  80  Ferraris,  70 
Rolls-Royces).  World-class  talker; 
dress  so  casual  Rixer  Oaks  neighbor 
offered  to  hire  him  to  mow  lawn  ("I 
made  25  bucks").  Believed  worth 
over  $500  million,  including  trusts. 


Leonard  Litwin 

Real  estate.  NYC.  77.   Married,  2 
daughters.  Started  in  horticultural 
nurseries  with  father  on  Long  Island, 
retains  tree  nurseries  there.  Branched 
into  apartment  development.  Pio 
neered  postwar  high  rises  on,  near 
Manhattan's  York  Avenue  on  Upper 
Flast  Side;  also  invested  in  Queens 
apartment  buildings,  Manhattan  of- 
fices (since  sold).  Stays  out  of  public 
eye:  "He  operates  like  an  old-fash 
ioned  real  estate  man."  Now  listed 
owner  25  Manhattan  properties,  at 
least  4,700  prime  units — he  claims  16 
properties,  2,800  units;  didn't  co-op 
"Everybody  who  has  a  job  in  New| 
York  can't  spend  $500,000  on  a  co 
op."  Old-fashioned  enough  to  keep 
rents  (relatively)  low.  Debt  old-fash 
ioned,  too:  looks  smaller  than  pre\i- 
ously  thought.  Contests  "old-fash 
ioned"  label:  "We  are  as  progressi\c 
as  anybody  in  the  business."  Net 
worth  mav  be  $500  million. 


Peter  Benjamin  Lewis  ir 

Progressive  Corp.  Beachwood,  Ohio 
59.  Divorced,  3  children.  Born  Cleve 
land.  Father  cofounder  Progressi\e 
Corp.  Peter:  Princeton  1955,  joined 
firm,  married  same  year.  Specialized 
in  auto  insurance.  Unconventional: 
began  insuring  high-risk  drivers  other 
companies  rejected.  In  1970s  began 
giving  managers  autonomy.  Recruit 
ed  from  top  business  schools,  paid 
ab()\e  industiy  a\erage.  Built  con 
sumer  focus:  e.g.,  immediate  re 
spouse  claim  service;  new  Express 
Quote  gives  fast  comparative  read  on 
auto  insurance  rates.  Had  20  years  ol 
psychotherapy;  collects  modern  art. 
Fortune    estimated    $500  million. 
"My  fantasy  is  to  live  to  be  135  years 
old  and  come  to  work  e\'er)'  day." 
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en  the  Frigidare  Company  came  to  North 
olina,  it  had  50  applicants  for  every  job 
liable. 


Square  D  reports  5  million  job  hours  with 
no  accidents. 


CKN's  North  Carolina  plants  have  received 
manufacturing  performance  awards  from  Ford 
Motor  Company,  Toyota,  Honda,  and  Chn'sler. 


When  The  Frigidaire  Company,  Square  D, 
ind  GKN  located  in  North  Carolina,  they 
found  not  only  skilled  employees,  but  people 
^ho  were  ready  to  work,  willing  to  follow  the 
rules,  and  able  to  do  a  top-notch  job. 

"We  stopped  counting  at  17,000  appli- 
:ations,"  said  Frigidaire  Human  Resources 
Manager  Thomas  Bridges,  "and  we  only  adver- 
tised in  four  local  newspapers." 

At  Square  D,  Andy  Trott,  Plant  Manager, 
said  "We  empower  our  work  teams  with  self- 
direction  to  get  the  most  from  our  people,  who 
ire  the  most  important  resource." 

And  Chet  Roslanowick,  Vice  President 
of  Operations  for  GKN,  said,  "The  quality  of 
employees  in  our  North  Carolina  plants  is 


reflected  in  the  number  of  awards  we've 
received.  These  include  the  Toyota  Quality 
Performance  Award,  Hondas  Quality  Perfor- 
mance Award,  Delivery  Performance  Award 
and  Most  Improved  Supplier  Award,  Ford  Ql 
Awards  and  the  Chrysler  Motors  Quality 
Excellence  Award." 

If  you're  looking  for  a  labor  supply  that's 
ready,  willing  and  able  call  David  W.  Sheehan, 
Client  Services,  State  of  North  Carolina  at 
(919)733-4977,  Fax  (919)733-9265. 

^  North  CAROLINA 

North  Carolina  Depanmenl  of  Commerce,  Business/Industry-  Development  Division, 
430  N.  Salisbury  Street,  Raleigh,  Nortli  Carolina  27611. 


1993,  North  Carolina  Department  of  Commerce 


OVER  $400,000,000 


Karsten  Solheim 

PING  golf  clubs.  Phoenix.  82.  Mar- 
ried, 4  children.  Son  of  Bergen,  Nor- 
way cobbler  who  immigrated  to  U.S. 
1913.  Depression  forced  out  of  col- 
lege after  1  year.  Opened  shoe  shop. 
Developed  engineering  skills  WWII. 
Joined  GE  1953,  helped  de\elop  first 
portable  TV.  Took  up  golf  1954. 
Didn't  like  clubs,  designed  own  in 
garage  on  side:  Legendary'  ping  put- 
ters (named  for  sound  made  striking 
ball).  Overwhelmingly  successfLil;  ri- 
diculously profitable.  Added  irons 
and  woods  1970s.  Karsten  Mfg.  sales 
estimated  over  $200  million,  50% 
putter  market.  Also  apparel,  golf  bags. 
Introduced  new  PING  Zing  irons 
1992:  some  shafts  reportedly  bend- 
ing. Lifelong  churchman;  family  in 
company.  Ver\'  private.  Net  worth 
estimated  $500  million. 


Caroline  Rose  Hunt  and  family 

Inheritance,  oil,  real  estate.  Dallas. 
70.  Divorced,  5  children.  Second 
daughter  of  legendary'  oilman  H.L. 
Hunt  (see  Ray  Hunt,  Hill).  Avoided 
disastrous  silver  bust  that  ruined 
brothers  William,  Lamar,  Nelson. 
Separated  holdings  1983.  Most  do- 
mestic oil  sold  for  estimated  $275 
million  1990;  switched  to  real  estate, 
stock.  Good  oil,  gas  interests  Dutch 
North  Sea.  Rosewood  Propert)'  owns 
Dallas'  Mansion  on  Turtle  Creek  et  al. 
Rosewood  Hotel  and  Resort  manages 
Lanesborough  Hotel  London.  "She 
lets  her  companies  run  themseh'es, 
with  her  people,  including  family 
members,  in  on  the  decision  mak- 
ing." Once  a  billionaire,  said  to  live 
frugallv;  assets  may  still  be  worth 
$500  million. 


James  Howard  Marshall  II 

Oil.  Houston.  88.  Divorced,  remar- 
ried; 2  sons  from  first  marriage.  Born 
Germantown,  Pa.  Yale  Law  School 
1931.  Law^'er  Interior  Dept.,  then 
Standard  Oil.  Wrote  law  against  "hot 
oil"  (oil  produced  above  Texas  Rail- 
road Commission  levels).  Chief  coun- 
sel WWII  Petroleum  Administration; 
later  advised  Joint  Chiefs  of  Staff  on 
oil  policy.  Senior  executive  at  Ashland 
Oil,  Signal  Oil  after  war.  Invested  in 
Great  Northern  Oil  Co.  with  friend 
Fred  Koch,  father  of  present  Kochs 


Muriel  Kauffman 
with  late  husband 
Ewing  being  honored 
at  Royals'  stadium; 
Ewing  at  Project 
Choice,  keeping  kids 
in  school . 
On  Muriel:  "It  is 
surprising  what 
one  person,  espe- 
cially a  wife,  can 
do  to  change  the 
activities  of  the 
husband." 


(which  see).  Eventually  swapped  for 
stake  in  Koch  Industries.  Long  re- 
tired. Has  vehemently  denied  wealth, 
but  Kansas  state  documents  show  and 
company  official  verifies  nearly  15% 
ownership  of  Koch  Industries;  esti- 
mated worth  over  $500  million. 


S.  Daniel  Abraham 

Slim-Fast  Foods.  West  Palm  Beach, 
Fla.,  NYC.  69.  Divorced,  4  daughters. 
Grew  up  NYC;  father  was  pharmacist, 
dentist.  Skipped  college;  Army 
W^VII.  Worked  at  uncle's  small  drug 
firm   1945.   Bought  itch-relieving- 


ointment  company  with  saved-u| 
$5,000.  Hitchhiked  town  to  town 
peddling  itch  powder.  Later  copied! 
modified  other  pharmacy  products 
Life  begins  at  52:  hit  on  one-a-da; 
diet  pill  Dexatrim  1976;  sales  wen 
through  roof  Bigger  hit  1977:  mea 
replacement  Slim-Fast.  Went  publi 
1979,  private  1987;  owns  95%.  Nov 
cutthroat  competition  amid  droppint 
sales  in  a  diet  industn,'  shrinking  fron 
health  concerns.  Running  expensi\i 
ad  campaigns.  E\'en  amid  industr 
woes,  may  still  be  worth  $500  million 


Jack  N.  Mandel 
Joseph  C.  Mandel 
Morton  G.  Mandel 

Brothers.  Premier  Industrial  Corp 
Jack:  Shaker  Heights,  Ohio.  81 .  Mar 
ried,  no  children.  Joseph:  Lyndhurst 
Ohio.  79.  Married,  2  daughters.  Mor 
ton:  Shaker  Heights.  72.  Married,  ; 
children;  college  dropout  at  19 
Brothers  pooled  $900,  bought  smal 
auto-parts  shop  from  uncle  1940 
Found  market  niche:  obscure  part 
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Normally  it  wouldrit  be  unusual  to  find 
a  serviceman  working  out  of  his  van. 

Any  company  can  promise  a  copier  that  fits  your  needs. 
But  when  one  of  our  loaner  copiers  wouldrit  fit  through 
a  customers  door,  a  Lanier  serviceman  actually  made 
copies  out  of  the  back  of  his  van  so  a  critical  deadline  could  be  met. 
To  him,  it  was  just  another  service  call.  And 
another  example  of  our  Customer  Vision® 
philosophy  at  work,  doing  whatever  it  takes  to 
guarantee  your  satisfaction.  For  more  information  on  our  copiers 
and  fax  machines,  just  call  1-800-708-7088.  And  you'll  find  that 
when  it  comes  to  service,  Lanier  takes  a  back  seat  to  no  one. 


THE    PART  THAT'S 


LANIER 


ALWAYS  WORKING. 


Copy  •  Fox  •  Imaging  •  Dictation  •  Presentation 


S  MAf=iRIS 


Lanier  Worldwide,  Inc. 


OUER  $400,000.000 


The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  mutual  fund  seeking  long-term  growth  of 
capital.  It  employs  an  asset  value  approach -a  fundamental  investment 
philosophy -investing  in  companies  selling  below  their  private  market  value. 


IRAs  Available 


$1,000  Minimum  Initial  Investment 

Ask  aboui  our  monthly  automatic  investment  plan- 


Average  Annual  Returns 
Through  6/30/93(3) 


One  Year  +21 .3% 
Five  Year  +13.9% 
Life  of  Fund*  +16.7% 

*Froin  inception  March  3, 1986 


For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 

(a)  The  average  annual  returns  shown  above  are  historical  and  reflect  changes  m  share  price, 
reinvested  dividends  and  are  net  of  expenses.  Investment  results  and  the  principal  value  of  an 
investment  will  vary.  The  past  performance  noted  above  does  not  guarantee  future  results. 
When  shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  original  cost.  The 
prospectus  contains  more  complete  information,  including  management  and  distribution  fees 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

Gabelli  &  Company,  Inc.  The  Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye,  New  York  10580-1435 


Don't  buy  life  insurance 
until  you  call 
1-800-552-3553. 

You'll  find  out  about  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  Value 
•Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Expert  Direct-to-Consumer  Service 
Barron's,  Forbes,  U.S.  News,  Newsweek--  and  the  National 
Insurance  Consumer  Organization  --  say  it's  important  to  know 
about  Low-Load  Universal  Life  from  Ameritas  Life,  a  106-year-old, 
top-rated  mutual  company. 

Call  today  for  your  free  personal  proposal. 

1-800-552-3553 

VERITY 

A  direct-to-consumer  service 
fpc"  of  Ameritas  Life  Insurance  Corp.  F-31018 


for  low-volume,  high-paying  custonij 
crs.  Went  public  1960.  Bought  Nc\v] 
ark  Electronics  1968,  expanded  bd 
yond  auto  parts.  Committed  to  cus 
tomer  service,  quality'.  "That's  trite 
but  so  is  T  love  you' — and  it  stij 
means  something."  Ship  95%  of  or 
ders  within  24  hours.  Product  offer 
ings  now  fill  3-pound,  1,000-pag: 
catalog.  Jack  and  Joe  chairmen  c 
finance,  executive  committees,  rc 
spectively.  Morton  chairman,  CH(^ 
Preparing  to  set  up  Mexico  operatioi 
pending  passage  of  Nafta.  Combinct 
net  worth  of  brothers  estimated  j 
least  $1.4  billion. 


Alpheus  Lee  Ellis 

Banking,  real  estate.  Tarpon  Springs 
Fla.  87.  Widowed,  1  daughter.  Firs 
banking  job  1920  cleaning  spittoon 
for  $8  a  week  in  father's  Alabam 
bank.  To  Florida  1925;  stayed.  Ac 
quired  joint  control  Sarasota  Stat 
Bank  1943;  president  until  1946 
With  wife  slowly  acquired  15  Fla 
banks.  Merged  Ellis  Banking  Corp 
with  NCNB  1984  for  4  million  shares 
lifetime  guarantee  of  job.  NCNB  no\ 
merged  with  c&s/Sovran  as  Nations 
Bank  Corp.  Ellis  still  senior  chairmai 
of  subsidiary  NationsBank  of  Fla.  Stil 
works  6  days  a  week.  "I  don't  dt 
anything  but  work.  I  used  to  play  goH 

1  made  a  hole  in  one  once,  so  I  quit.  • 
Keeps  close  track  of  his  monev — EUii 
says  he's  worth  $480,216,846.00 
Sounds  about  right. 

Jackson  Thomas  Stephens 

and  family  ! 

Investment  banking,  gas  exploration 
Little  Rock,  Ark.  70.  Twice  divorced 

2  children.  Brother,  partner  of  lat< 
Witt  Stephens  (d.  1991),  who  pedl 
died  Bibles,  then  munis,  got  into 
natural  gas.  Jack  built  Stephens  Inc 
into  third-largest  investment  hous' 
offWall  Street:  underwrote  Wal-Mar 
1970;  helped  Tyson  Foods'  Holl 
Farms  1989  takeover.  This  year  quiet 
Iv  bought  control  of  Donrey  Medij 
the  Las  Vegas  and  Fort  Smith,  Ark 
media  power.  Extensive  stock  hold 
ings:  Worthen  Banking  et  al.  Also  rcj 
estate,  oil  and  gas.  Often  mixes  bu.si 
ness  with  politics.  Ark.  political  king 
pin,  acquaintance  of  Bill  Clinton.  Soi 
Warren,  36,  CEO.  Jack,  family  shan 
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HE  PERFECT  COMPANION  FOR  1994 


NCE  YOU  DEPEND  ON  A  DIARY  EVEKY 
\Y  OF  THE  YEAK,  PICK  THE  ONE 
HAr5  PERFECT  FOR  YOU. 


right, 
tractive, 
)lorful,  always 
)od  for  a  smile... 


ecognizes  what  s 
iportant  to  you: 
week  at  a  glance, 
ribbon  marker, 
^-flat  binding, 
ts  of  space  to  write... 

nows  all  the  right  places  to  go 

id  how  to  reach  them -restaurants, 

useums,  clubs,  galleries,  theatres. 

THE  1994 
NE^  YORKEK 
DE5K  DIARY 


•  7  112"  X  10"  pages 
•  Handsome  leather  covers 
•  Gold-stamped  personalization  available 
•  Select  hotel  &  restaurant  listing  for  18  cities  worldwide 
•  6  US  city  maps  •  Area  code  map  of  the  US 
•  International  dialing  codes 


JEND  ORDER  TO:  THE  NE>^  YORKER,  BOX  I02I4,  DEPT.  236075,  DE5  MOINE5,  lA  50336 
PLEA5E  5END  ME  THE  1994  NEW  YORKER  DEiK  DIARY: 


copies  at  $24.95. 


copies  of  impnnted  version  at  $27.45. 


For  each  copy,  add  $3.25  for  shipping  and  handlingwtthin  the  US,  $6.50  for  Canada.  Please  allow  4  to  6  weeks  for  delivery. 

Offer  only  available  to  US  &  Canada.  Residents  ofCA,  CO,  GA,  lA,  II.,  KY,  MA,  Ml.  NY,  OH  add  applicable  sales  tax,  Canada  7%  GST. 

□  check  or  money  order  enclosed. 


□a 


merican  Express 


{3viSA 


□  Mastercard 


Acct.  # 


Exp.  Date 


Signature 
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Address . 


City . 


State 


Zip. 


Imprint  name  - 


Please  print  clearly.  Imprint  limited  to  22  letters.  Use  separate  sheet  if  nccccssary- 
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fortune  with  Witt's  heirs  estimated  at 
over  $950  million.  Many  close 
sources  call  that  very  conservative. 


Clemmie  Dixon  Spangler  Jr. 
and  family 

Investments.  C'hapel  Hill,  N.C.  61. 
Married,  2  daughters.  U.  of  North 
Carolina;  Harvard  M.B.A.  1956.  Fa- 
ther left  farm.  Started  construction 
company,  built  motels,  helped  found 
bank  that  foundered.  "Dick"  Jr. 
helped  restore;  bought  out  by  NCNB 
1982.  Bought  more  NCNB  shares 
(now  NationsBank,  has  over  8  million 
shares;  wife  a  director).  Developed 
Golden  Eagle  motel  chain,  sold  off 
1970s,  1980s.  Bought  2  million  rjr 
shares  before  1989  Ki<Ji  buyout.  Not 
all  business — Chairman  N.C.  State 
Board  of  Education,  1982-86.  Since 
1986  president  of  U.  of  N.C:  "Best 
job  in  North  Carolina."  Repairs  an- 
tique English  grandfather  clocks; 
backpacks  summers  in  Rocky  Moun- 
tains. Stock,  etc.  recendy  worth 
$475  million. 


Richard  Alexander  Manoogian 

Masco  Corp.  Crosse  Pointe  Farms, 
Mich.  57.  Married,  3  children.  Arme- 
nian immigrant  father  Alex  founded 
screw  company  1929,  went  public 
1936.  Invented  single-handle  faucet 
1954;  led  to  family  fortune.  Now  92, 
stock  going  to  family.  Richard:  after 
Yale,  guided  company  through  diver- 
sification into  other  metalworking 
fields;  acquired  about  100  companies 
starting  early  1960s.  Spun  oft  Masco 
Industries  (now  MascoTech)  1984. 
One  of  largest  U.S.  manufacturers  of 
home  building  and  improvement 
products.  Major  art  collector,  over 
1,000  paintings,  mostly  19th-centiuy 
American.  Stock,  art,  other  assets 
worth  $470  million. 


Richard  Rainwater 

Investments.  Fort  Worth.  49.  Di- 
vorced, remarried;  3  children.  Son  of 
middle-class  wholesaler.  Math  major 
U.  of  Texas.  M.B.A.  Stanford — there 
met  Sid  Bass  (which  see),  joined  him  to 
run  $50  million  Bass  fimily  fortune 
1970.  Successfi.ll.  Left  1986  to  run 
own  sizable  portfolio:  health  care,  oil, 
real  estate.  Interest  in  Hospital  Corp. 


Fred  Lennon,  circa  1957,  in  the 
only  photo  Forbes  can  find 
The  founder  of  Crawford  Fitting 
Co.,  wiiich  makes  iiigii-pressure 
pipe  fittings,  lives  by  the  compa- 
ny's motto:  "Secrecy  is  success, 
success  is  secrecy." 


of  America,  cofounded  Columbia 
Hospital  Corp.  (now  Columbia 
Healthcare),  still  holding  Energy  Ser- 
vice Corp.  Part  of  raid  on  Walt  Disney 
Co.  1984.  Likes  public  market:  "It's 
the  easiest  place  to  find  out  if  your  BS  is 
correct."  Considering  reit  next  year. 
Diverse  tastes:  venture  capital,  equi- 
ties, LBOs,  interest  rates.  With  kids 
holds  about  9%  interest  in  Texas 
(baseball)  Rangers.  Net  worth  esti- 
mated at  least  $470  million. 


Sidney  Kinimel 

Jones  Apparel.  Philadelphia,  NYC.  64. 
Single,  no  children.  Son  of  Philly  cab- 
driver.  College  dropout;  worked  in 
knitting  mill.  Rose  to  president  wom- 
en's sportswear  firm  Villager,  Inc.  To 
W.R.  Grace  1969  to  run  women's 
wear  division.  Bought  division  1975 
with  Grace  accountant  Gerard  Rubin. 
Jones  New  York  label  found  market 
for  inexpensive  designer  look-alikes: 
"We're  the  poor  girl's  Armani."  By 
1987  overexpanded  almost  to  bank- 
ruptcy. Dropped  weak  divisions,  con- 
centrated on  main  label.  Bought  out 
Rubin  1989.  Took  public  1991;  now 
major  designer  women's  suits,  sports- 
wear. Also  produces  movies;  only  hit: 
9V2  Weeks.  Recently  $1.5  million  to 
Philadelphia  medical  center.  His  45% 
Jones,  etc.,  worth  over  $465  million. 


Nelson  Peltz 

LBOS.  Palm  Beach,  Fla.  51.  Divorced 
remarried;  7  children.  Wharton  dro( 
out,  built  up  family  food  distribute! 
sold  1978.  With  partner  Peter  Ma 
via  friend  Saul  Steinberg  met  Micha 
Milken  (see  both)  1979,  built  empii 
on  junk  debt:  gained  control  of  Trial 
gle  Industries  1983;  National  Ca 
1985  (Victor  Posner  bailout);  chem 
cals,  more  cans  1986.  Bought  hd 
Posner's  dwg  last  year;  over  $l(i 
million  profit  so  far.  Bolstered 
quired  firms.  Sold  Triangle  1988  I 
Pechiney  S.A.  (France).  Took  bath  c 
U.K.'s  Mountleigh  Group;  lookir 
for  safer  U.S.  investments.  If  no  othc 
major  losses,  estimated  over  $4C 
million. 


John  Arrillaga 
Richard  Taylor  Peery 

Partners.  Real  estate.  Palo  Alto,  Cali 
John:  56.  Married;  1  son,  1  daughte 
Son  of  Basque  produce  wholesale 
third-team  basketball  All-America 
Stanford,  then  real  estate  broke 
Dick:  53.  Married;  3  sons,  1  daugl 
ter.  Son  of  Bank  of  America  honcht 
Stanford  business  school,  manage 
dad's  ragtag  Bay  Area  real  estate.  Oj 
posite  backgrounds  (don't  socialize 
but  natural  partners:  John  is  mast* 
salesman,  visionary  architect;  final 
cial  whiz  Dick  writes  tough  lease 
minds  books.  Teamed  up  1967,  fon 
saw  Silicon  Valley,  acquired  fni 
farms  cheap,  built  top  ofiice  bulk 
ings;  began  selling  near  1980s  mark' 
height,  used  cash  to  build  bigger  o 
fice  parks.  Now  over  5  million  sqiuii 
feet  Research  &  Development/oftii 
space,  thousands  of  acres  unde\c 
oped  land  Bay  Area,  Sacramentc 
Self-finance  most  projects;  virtual 
no  debt.  John  fanatic  landscaper,  h. 
poured  $50  million  into  200-acre  pr 
vate  preserve  (manmade  lakes,  pa\  i 
ions,  70,000  new  trees).  Dick  a\i 
outdoorsman,  devout  Mormon.  Pr( 
viously  uncounted  land  raises  ni 
worth  estimate  to  over  $900  millioi 
split  50-50. 


John  G.  Malone  ir 

Cable  T\'.  Englewooci,  Colo.  5 
Married,  2  children.  Yale,  nyu;  2  ma 
ter's;  Ph.D.  from  Johns  Hopkin 
Briefly  at  AT&T;  joined  Bob  Magnc 
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^hich  see)  at  Tele-Communications, 
c.  1973.  Employees  call  Magness 
)b,  but  say  Dr.  Malone.  Held  off 
nkcrs,  helped  bail  out  cash- 
apped  company  1970s.  Drexel 
irnham  Lambert  analyst  called  Ma- 
:ie  a  good  match  for  Milken.  Al 
3re:  TCI  is  "the  ringleader  of  the 
ble  Cosa  Nostra."  In  1991  spun  off 
I  programming  arm  Liberty  Media, 
shed  TCI  stock,  options,  borrowed 
build  Liberty;  holding  lately  worth 
ith  other  assets)  $450  million. 
;xt:  merger  between  Home  Shop- 
ig  Network  (controlled  by  Liberty) 
d  Barry  Dilier's  (which  see)  QVC. 

anklin  Parsons  Perdue 

lickens.  Salisbuiy,  Md.  73.  Twice 
/orced,  remarried;  4  children  from 
St  marriage.  Enrolled  in  teacher's 
liege  hoping  to  play  bigdeague 
seball;  dropped  out  to  rejoin  fa- 
ir's egg  business.  Switched  to  broil - 
;  1940;  chicken  market  boomed 
er  WWII.  Added  feed,  processing; 
rated  one  of  first  integrated  chicken 
erations;  then  built  industry's  first 
ind  name  with  clever  advertising: 
t  takes  a  tough  man  to  make  a 


tender  chicken."  (Tough  enough  to 
meet  with  nyc:  godfather  Paul  C'astel- 
lano  to  block  union  organizers  1980. ) 
Perdue  nation's  fourth-largest  chick- 
en plucker,  1992  sales  $1.3  billion. 
Son  James  runs  company,  but  Frank 
still  does  advertising.  Frank's  90%  es- 
timated at  over  $450  million. 


Joseph  Reeves  Hyde  III 

Auto  parts.  Memphis,  Tenn.  51.  Di- 
vorced twice,  remarried;  2  children. 
U.  of  North  Carolina.  Grandfather 
founded  Malone  &  Hyde,  supermar- 
ket wholesaler,  1907;  "Pitt"  Hyde  III 
president  1969,  age  26:  youngest  top 
executive  of  any  nysh  firm;  expanded 
into  retail  drugs,  Piggly  Wiggly  super- 
market franchises.  Founded  Auto 
Shack  1979  for  big  underserved 
niche:  parts,  etc.  for  low-income  cus- 
tomers who  must  fix  own  cars;  huge 
success.  With  Kohl  berg  Kravis  Rob- 
erts (which  see),  led  1984  l.BO  M&H; 
sold  to  Fleming  Cos.  1988  for  $600 
million;  kept  Auto  Shack.  Now  Auto 
Zone,  783  stores  in  23  states.  Public 
1991 .  A  primar)'  backer  National  Civ- 
il Rights  Museum,  built  where  Martin 
Luther  Iving  assassinated.  Believed 


worth  at  least  $450  million. 


Alan  C.  Ashton 
Bruce  W.  Bastian 

Partners.  WordPerfect  Corp.  Orem, 
Utah.  Ashton:  51.  Married,  11  chil- 
dren. Bastian:  45.  Married,  4  chil- 
dren. Youthful  Brigham  Young  U. 
computer  professor  Ashton  teamed 
up  with  grad  student  Bastian  1969, 
developed  computer  program  dia- 
gramming BYU  band  formations  in 
3  D.  In  1979  Bastian  turned  down 
numerous  job  offers  to  start  Word- 
Perfect with  Ashton.  Commercially 
available  1980.  Avoided  venture  capi- 
tal. In  1982  made  IBM  PC  version 
available.  Instantly  popular:  easy  to 
use,  new  features  not  available  from 
competitors.  Ashton  president;  Bas- 
tian chairman.  Now  top-selling  word 
processor  in  U.S.  for  IBM  rc.  But 
market  leaning  toward  Microsoft's 
Word  for  Windows;  pair  must  adapt 
to  changing  markets  or  risk  losing  all 
market  share  in  future.  Analyst:  "they 
have  to  eat  their  baby  before  someone 
else  does."  Management  shakeup 
called  encouraging  sign:  company 
said  to  be  in  positive  change.  Still 


AflUQUIS 


MEXICO  CITY'S 
SMALL  LUXURY 

A  luxuriously  small  oasis  just  minutes  from  Mexico 
City '  s  main  business,  cultural  and  shopping  districts, 
the  Hotel  Marquis  Reforma  is  the  perfect  combination 
of  business  and  pleasure.  Not  only  will  our  Corporate 
Club  and  its  excellent  bilingual  staff  take  care  of  all 
your  business  needs,  but  with  our  impeccable,  per- 
sonalized service,  well  equipped  Spa,  two  premier 
restaurants,  and  the  surrounding  fascinating  city, 
you'll  want  to  extend  your  stay  through  the  weekend 
by  bringing  your  spouse  or  family  along  (baby  sitters 
available).  Come  to  the  Marquis  Reforma... where  a 
small  luxury  becomes  an  irresistible  experience. 

Paseo  de  la  Reforma  465.  For  reservations  call 
1-800-525-4800.  TOLL  FREE  U.S.A.  &  CANADA 
(800)235-23-87»(800)223-65-10 


FOUR  DIAMOND  AWARD 


^r/-  ^T/-  ^TyT  ^r/^ 
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selling  iipd.itcti  versions  oi  original 
product    internationally,  company 
revenues  at  $579  million  1992.  Also 
markets  e-mail  system,  graphics,  data 
base,  etc.  All   programs  designed, 
manufactured  in  house.  lUisiness  phi 
losophy  from  day  one:  no  debt,  l^ach 
owns  50%  after  former  minorit\'  o\\  n 
ersold  out,  left.  Hach  worth  estimated 
$450  million. 


Lawrence  Fisher 
Zachary  Fisher 
and  families 

Brothers.  Real  estate.  NYC  Lany,  83. 
Zachary,  82.  Both  married,  1  child 
each;  third  generation  New  York  real 
estate  family.  Larry:  "We've  been  in 
business  for  over  100  years."  Larry 
and  Zack  started  their  buying  in  Phil 
adelphia  1926,  got  bank  building; 
then  Queens  apartments,  NYC  over 
next  20  vcars.  Built,  ran  prime  mid 
town  office  towers  1960s.  Now  near  7 
million  square  feet  in  5  class  A  build- 
ings NYC,  including  Burroughs  Build 
ing.,  Biu'lington  House,  Park  A\'enue 
Pla/a.  Willing  to  wait  \  ears  for  perfect 
location  and  won't  sell  at  bollom  of 
market.  In  1980s  started  mo\  ingex 
cess  cash  into  stock  market;  pocketed 
aboiU  $60  million  from  runs  on  Dis 
ncy,  c:i5S;  today  firm's  top  executixes 
have  Quotrons  on  desks.  Lany  says 
he's  not  New  York  Yankees  fan,  but 
his  box  is  right  next  to  Cieorge  Stein 
brenner's.  Depending  on  si/e  of  stock 
portfolio,  estimated  shared  net  worth 
is  $900  million  or  more. 


Thomas  Stephen  Monaghan 

Domino's  Pi/./.a.  Ann  Arbor,  Mich. 
56.  Married,  4  daughters.  Fatherless 
at  age  4,  mother  put  Tom,  younger 
brother  Jim  in  ('atholic  orphanage. 
Studied  lor  priesthood,  expelled  from 
.seminarv.  Marines.  U.  of  Michigan 
dropout.  With  brother,  paid  $500  for 
pizzeria  1960.  Traded  vw  to  buy  out 
Jim.  Pioneered  "30 minute  deliveiy" 
system,  until  receiuh'  strictiv  pizza 
but  now  adding  other  products.  Fran 
chisees,  pressed  by  competition,  re 
portedly  relieved.  New  management 
team  in  place.  Now  about  5,200 
stores,  400  company-owned.  Manx 
non-Domino  assets  sold  at  "fire-sale" 
prices,  onK'  Detroit  (baseball)  Tigers 


reportedh  biought  profit,  inmds 
Honduran  missionaiy.  Hstimated  at 
perhaps  $450  million. 

Richard  Paul  Simmons 

Alleghen\'  Ludliim.  Sewickley,  Pa. 
62.  Married,  2  children.  Father  ran 
small  liiidgeport,  (x)nn.  gas  station. 
Mil  1953;  nietallurgy.  Father  died; 
borrowed  to  finish;  started  first  job 
with  Allegheny  Ludlum,  year's  salary 
in  debt.  To  Republic  Steel,  became 
industry's  youngest  assistant  plant 
manager  age  33.  Sur\  i\ed  perforated 
ulcer  1968.  "The  doctor  said  I  had  no 
better  than  a  50  50  chance  when  I 
went  into  surgery."  Back  to  Alleghe- 
ny; president  1972.  Led  I  bo  specialty 
steel  unit  1980.  Original,  no-book 
apfiroach  to  management,  use  of 
technology.  Despite  recession,  21% 
interest  rates,  31  consecutive  profit- 
able quarters.  Went  public  1987. 
Stock  reflects  results;  his  shares  re- 
ccnth'  worth  $445  million. 


Thomas  F.  Frist  Jr. 
and  family 

I  lospital  Corp.  of  America.  Nashville, 
Tenn.  55.  Married;  2  sons,  1  daugh- 
ter. Vandcrbilt;  Washington  V.  medi 


cal  school.  Air  Force  flight  surgeoil 
Returned  to  Nashville  1968.  Joinei 
father  and  family  pal  Jack  Massey  ti 
found  Hospital  (^orp.  of  AmericJ 
Built  on  simple  idea:  hospitals  can  b 
run  profitably.  Went  public  196'^ 
Tom  Jr.  focused  on  acquisition,  ck 
velopment.  Bv  1973,  51  hospital 
Chief  executive  otficer  1987.  In  19,S 
led  $5.1  billion  leveraged  buyout.  Puf 
lie  again  1992.  I'oday  HCA  manages  7 
medical  hospitals,  23  p.sychiatric  hosp 
tals  in  21  states.  F^x marathon  runiu 
family  man.  Testimonial:  "No  matii 
how  many  patients  my  father  had,  F 
always  had  time  for  his  children."  Nt 
worth  estimated  $435  million. 


Ralph  J.  Roberts  * 

Comcast  Corp.  Coate,s\'ille,  Pa.  7, 
Married,  5  children.  Wharton  194 
lieutenant,  U.S.  Navy,  WWII.  Postw, 
worked  in  Philadelphia  advertisiii 
agency;  later,  VP  public  relations  fc 
Muzak  Cx)rp.  Ad  director  to  Pionei 
Suspender  C.o.  1950;  worked  up  11 
president/cHC)  1956.  Built  relation 
ship  with  Pioneer's  lender,  Philade 
phia  National  Bank;  left  1961  for  ow 
venture  capital  business.  Cable  in\  es 
ment  in  Tupelo,  Miss.  1963.  Wise 
concentrated  on  that  industiy:  "^( 


Joseph  Reeves  Hyde  III  (right)  at  presentation  of  Freedom  Award 
to  Bishop  Desmond  Tutu 

Hyde  is  also  the  primary  baci<er  of  Memphis'  National  Civil  Rights  Museum, 
built  near  the  spot  where  Dr.  Martin  Luther  King  Jr.  was  assassinated. 
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You  can 't  work  any  harder, 
but  maybe  your  assets  can. 


You 


work  as  liai d  as  you  possibly  can.  Maybe  even  loo 
bard  to  properly  manage  your  assets. 

At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximi/e 
returns.  Wliat's  more,  we  create  higblv  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  l-80()-U.S.  TRUST. 

^^^1        ^^TT"^    A  TRADITION  OF  GROWING  ASSETS 

U.  S.TRUST 


JEW  YORK  STAMFORD  I'RINCETON  PALM  Bi'A( ill  BOCA  RATON  NAPLES  DALLAS  LOS  AN(;ELES  PORILAND  (IRANI)  CAYMAN 
I 


Intelligent 


Inimitgble  Inclusive 

innovative 

INDEPENDENT"nj°'r"'' 

individually  InilliStPIOllS 

INQUISITIVE 

ncomparaoi 

inex'     isdble  Intuitive 

IN-DEPTH  investigative 


insp 


Mm  ft 


Inught 


To  learn  more 
about  Insight, 
call  Publisher 
James  D.  McVey, 
(212)  599-1730. 


HowHorida 

Became 
the  Weffore 


Ciint 
Wins 
in  the  Hou 
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OUER  $400,000,000 


cally  didn't  have  to  be  a  genius  .  .  . 
Vlien  60%  of  American  homes  want  to 
I'atch  your  service,  youVe  going  to 
lave  something  significant  happen." 
Comcast  now  cable  giant  (and  it  is 
irgest  independent  Muzak  fi-an- 
hise).  Ralph's  stock  recendy  worth 
435  million. 


iaiy  Campbell  Comer 

.ancis'  Knd.  C'hicago.  64.  Married,  2 
hildren.  Award-winning  copywriter 
t  Young  &  Rubicam  1952,  in  early 
Os.  "I  wanted  to  be  a  reporter,  but 
:ie  Chicago  Daily  News  turned  me 
own.'"  Competitive  sailing,  yachting 
1  spare  time;  reached  1968  Olympic 
"ials.  Quit  1962  to  be  salesman  for 
mall  Chicago  sailmaking  company, 
.aunched  Lands'  End  1963  as  cata- 
)g  supplier  of  sailboat  hardware. 
Jsed  cop^avriting  talent  to  enliven 
nail  clothing  section;  by  1977  cloth- 
ig  completely  replaced  sailboat 
quipment.  Tried  ciressier  lines, 
ropped  diem  1986.  ''It  was  develop- 
ig  into  this  fashion  business  and  1 
new  1  didn't  want  that."  Went  pub 
c  1986.  Catalog  still  lively;  stock, 
lo:  his  shares,  etc.  recendy  worth 
4.t0  million. 


lola  Sommer 

nheritance.  NYC.  72.  Widowed,  3 
hildren.  In  1940s,  1950s  husband 
igmund  Sommer  built  small  apart- 
lent  buildings  Brooklyn,  single-fam- 
y  homes  N.J.  By  mid-1970s  Siggy 
uilding  shopping  malls,  huge  luxury 
partment  buildings.  Branched  out 
ito  racehorses,  owned  top  Thor- 
ughbred  money  winner  1971-72; 
ied  of  heart  attack  at  racetrack  1979. 
,awsuits  over  estate  claim  lawyers 
Did  real  estate  worth  $100  million  for 
10  million.  Heirs  obliged  to  pay 
lore  than  $430,000  legal  fees  to 
ttorney  they  have  tried  to  fire  since 
989;  trial  still  going.  ''This  is  not  a 
ersonal  vendetta;  this  is  business." 
'iola  in  Racing  Hall  of  Fame;  for 
ine  estimated  around  $425  million, 
espite  c]ualification  for  Lawyers  Hall 
f  Fame. 


Lichard  T.  Farmer 

'intas  Corp.  Indian  Hill,  Ohio.  58. 
larried,  3  children.  Miami  (Ohio)  \J. 
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AWORID 
OR  THE 
WISL 


If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  promising  medi- 
cal firm  in  Germany.  Or  a 
multinational  company 
based  in  Sydney.  Or  a  world 
of  exciting  investment  oppor- 
tunities that  helped  this  no- 
load  fund  achieve  an  average 
annual  total  return  of  18.89/6 
for  the  life  of  the  fund.* 

If  you're  interested  in 
an  investment  that  has  the 
potential  to  really  take  you 
somewhere,  here's  a  chance 


to  put  your  money  to  work 
on  a  global  scale. 

Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information  including  specid 
risks  associated  with  foreign 
investing  such  cis  currency 
fluctuations.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 

BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS  WORLDWIDE  FUND 


One  Year 


14.19% 


Life  of  the  Fund 


18.89% 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  434 

*Per  Lipper  Analyticeil  Services,  Inc.,  Janus  Worldwide  Fund's  average  annual  total  return 
for  the  one-year  period  ending  June  30,  1993  was  14.19%-  and  18.89%  fof"  the  life  of 
the  fund  from  May  15,  1991  through  June  30, 1993.  Figures  are  based  on  reinvestment  of 
dividends  and  capital  gains.  Past  performance  does  not  guarantee  future  results.  Your 
return  and  share  price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at 
purchase. 

Funds  dislribulcd  by  Janus  Distributers.  Inc  Member  NASD. 


YES-  '  would  like  to  know  more  about  Janus  Worldwide  Fund 


I 

{J2 


Address- 


City/State/Zip- 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  434 


I 
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OVER  $40q,000,000 


Marines;  ear  problem  led  to  medical 
discharge.  Joined  family  business 
1957,  started  by  grandfather  1929  as 
industrial  rag  cleaners;  soon  con- 
vinced father  to  take  industrial  laun- 
dry from  cleaning  uniforms  to  renting 
them.  Smart  move:  C]intas  now  sec- 
ond in  uniform  market  behind  Ara- 
tex:  1 3%  market  share;  over  1 00  rental 
locations  in  33  states.  President,  CHO 
1968.  Took  public  1983.  Believed 
second-richest  man  in  Cincinnati  af- 
ter Carl  Lindner.  When  George  Bush 
hosted  French  President  Mitterrand 
in  Cincinnati  1990,  they  spent  night 
at  Lindner's,  dined  next  day  at  Far- 
mer's in  Florida.  His  shares  Cintas 
recently  worth  $420  million. 


David  A.  Beckerman  ic 

Starter  Corp.  Woodbridge,  Conn. 
50.  Divorced,  remarried;  5  children 
(2  from  first  marriage).  U.  of  New 
Haven,  1963.  Father  electrician, 
mother  baker)'  worker.  First  job 
1962:  sold  windbreakers  to  golf  pro 
shops.  By  1969  executive  VP,  left  to 
fiilfill  dream  of  starting  own  business, 
bought  local  plastics  fabricator  for 
$75,000.  Grew  bored,  missed  sports 
apparel;  formed  Starter  1971.  Post- 
poned wedding  to  set  up  first  distri- 
bution deal.  Slow  start.  Landed  deal 
with  Major  League  Baseball  1976  to 
make  team  jackets.  Team  owners 
thought  jackets  were  just  for  kids;  he 
didn't:  "'Some  kids  never  grow  up." 
Helped  teams  redesign  jackets  for  fan 
appeal;  sales  took  off  Went  public 
April;  his  stock,  cash  pullout  recently 
worth  at  least  $420  million. 


Jane  Bancroft  Cook 
Jane  Cox  MacElree 
and  families 

Inheritance:  Descendants  of  Clarence 
Barron  (d.  1928),  Boston  tycoon 
who  bought  Wall  Street  Journal  and 
Dow  Jones  news  ticker  1902  from 
Charles  Dow;  started  Barron's  1921 
on  suggestion  of  Hugh  Bancroft,  hus- 
band of  aciopted  daughter  Jane.  Of 
three  Bancroft  children,  only  one  still 
living.  Jane  Cook:  Cohasset,  Mass.; 
Sarasota,  Fla.  81.  Thrice  widowed, 
once  divorced;  3  daughters.  Once 
avid  sailor,  now  windsurfer.  Acted 
opposite  Humphrey  Bogart  in  sum- 


mer stock.  Major  donor  education, 
hospitals.  "Zealous  guardian  of  the 
journalistic  independence  of  the  Jour- 
nal." Dow  Jones  director  1950-85. 
Described  by  acquaintances  as  shy, 
reserved.  Her  l^ranch  believed  worth 
over  $415  million.  Niece  Jane  Cox 
MacElree:  64.  Newtown  Square,  Pa. 
Divorced,  remarried;  7  children.  Ac- 
tive in  Philadelphia  charities.  Believed 
worth  over  $415  million.  Their  cous- 
ins, descendants  of  Hugh  Bancroft:, 
believed  worth  similar  amount. 


Alexis  Felix  du  Pont  Jr. 
Alice  Francis  du  Pont  Mills 
and  families 

Brother,  sister.  Children  of  A.  Felix 
du  Pont,  distant  cousin  to  Pierre, 
sided  with  him  in  family  split  1915 
(see  du  Pont  family)^  rewarded  with 
stake  in  family  holding  company 
Christiana  Securities;  died  1948.  A. 
Felix  Jr.:  Wilmington,  Del.  87.  Di- 
vorced, remarried;  3  children  by  first 
wife,  1  bv  second.  Alice  (Mrs.  James 
Paul  Mills):  Middleburg,  Va.  80. 
Married,  3  children.  Each  branch  has 
trusts,  etc.,  believed  worth  $415  mil- 
lion or  more.  Also  third  branch;  wid- 
ow, children  of  brother  Richard,  not- 
ed pilot  killed  in  WWII  glider  crash. 
Widow  Allaire  successful  horse  breed- 
er, among  first  women  admitted  to 
jockey  club  1983. 


Teresa  F.  Heinz 

Five  languages,  57  varieties,  $675 
million  and  maybe  a  Green  agenda 
for  late  husband's  Senate  seat. 


Johnnie  Bryan  Hunt 

IVucker.  Goshen,  Ark.  66.  Married,! 
children.  Quit  school  at  12  to  helj 
support  family.  Worked  at  unclel 
sawmill.  Army.  Peddled  lumbeij 
Truck  driver  9  years  while  wife  John 
elle  took  care  of  kids:  "It's  not  ho\ 
long  you're  with  your  wife  and  chil 
dren.  It's  what  you  do  when  you'r 
with  them."  Tried  sidelines  to  mak 
mortgage  payments,  bills:  perseven 
ance  built  successful  poultry  littc 
business.  Added  trucks  1969,  foun« 
bigger  business.  Treated  employee 
well;  related  to  drivers  because  he  waj 
one.  Went  public  1983.  Today  J.B 
Hunt  Transport  largest  U.S.  fiill 
truckload  carrier.  "We're  on  the  cut 
ting  edge  right  now  .  .  .  and  we're  sti 
having  lots  of  fun."  His  stock,  etc 
estimated  at  $415  million. 


Sigfried  Weis 
Robert  Freeman  Weis 

Weis  Markets.  Cousins.  Sigfriec 
Lewisburg,  Pa.  77.  Robert:  Sunbury 
Pa.  74.  Both  married,  3  children  each 
Yale  grads.  Their  fathers  opened  smal 
Sunbur}'  grocer)'  1912.  Became  Weii 
Markets  1947.  Sigfried  president  an 
Robert  VP.  Expanded  to  141  stores  ii 
6  states.  Bestseller:  1,800  private 
bel  items.  "We  have  people  who  un 
derstand  what  quality  is."  Added  owi 
manufacturing:  meat  plant,  dairy,  ic 
cream  and  ice  production.  Also  coni 
struction  division,  truck  fleet:  "We  d\ 
a  lot  of  things  that  maybe  other  peo 
pie  won't  do."  Own  real  estate,  in 
eluding  half  their  stores.  Try  out  vari 
ations  in  them,  e.g.,  large-size  pack 
ages  a  la  Wal-Mart.  Many  now  ha\ 
pharmacies  selling  at  low  prices 
"That's  important  to  a  complete  su! 
permarket."  Sales  consistently  abo\' 
industn,'  ax  erage,  but  suffered  last  yea 
from  recession,  new  competition 
"People  are  buying  less  expensix' 
things."  Sigfried  owns  34%,  worti 
$410  million;  Robert,  29%,  wort! 
$355  million.  Other  family  member 
hold  stock  worth  $261  million. 


Phillip  Frost 

Medicine.  Miami  Beach.  56.  Married 
no  children.  Universit)'  of  Pennsyh'a 
nia,  Albert  Einstein  College  of  Medi 
cine.  Dermatologist,  invented  dispos 
able  biopsy  cievice  1969.  Took  ove 
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tjAEGER-LECoULTR^ 

Geographique. 
Around  the  world  in  24  hours. 


The  world  has. 
never  seen  a 
watch  quite  like 
the  mechanical 
geographique 
before:  fashioned 
in  18  k  gold.  it 
automatically 
shows  the  local 
time  and  date  as 
well  as  the  time 
in  every  other 
zone  around  the 
world.  a  master- 
piece of  such 
distinction, 
which  even  fea- 
tures a  maintain- 
ing power  display, 
could  only 
come  from  the 
craftsmen  of 
Jaeger-LeCoultre, 
the  watchmaker 
with  160  years  of 
tradition. 


Setting  new  standards  in 
SIMPLICITY.  Turn  the  left- 
hand  CROWN  until  one  OF  THE 
24  CITIES  IS  AT  THE  TOP  AND 


THE  HANDS  ON  THE  LOWER 
TWO  DIALS  WILL  AUTOMATI- 
CALLY SHOW  LOCAL  TIME  IN 
I  HAT  PARTICULAR  T  IME  ZONE. 


FINE  JEWELRY  SINCE  1883 
St.  Franci>  Hotel  Union  Square  245  Post  Street  •  Sdn  Frflncisco,  CA  94108 

Powell  Street  •  San  Francisco,  CA  94102  Tel  (415)  392-1200 

Tel  (415)  433-4333  Fax  (415)  392-6660 

For  more  information  about  watches  from  JAECER-LECOULTRE.  or  for  your  free  COPY  OF  OUR  COMPLETE  CATALOGUE. 
CONTAINING  MORE  THAN  200  PACES  WITH  DETAILED  INFORMATION  ABOUT  JAEGER-LECOULTRE'S  HISTORY  AND  PRODUCTS.  CONTACT: 

Jaeger-LeCoultrf,  R  O.  Box  I608.  Winchester,  VA  22604,  Telephone  (800)  JLC-Time. 


OVER  $400,000,000 


McCaw  Cellular  director  Bruce  McCaw,  aboard  Slo-Mo-Shun  V 
With  over  $690  million  worth  of  McCaw  Cellular  stock,  the  eldest  of 
Seattle's  four  McCaw  brothers  has  ample  resources  to  devote  to  his  many 
passions,  which  include  airplanes  and  boating. 


foiling  Key  Pharmaceuticals  1971 ,  de- 
veloped new  delivery  systems  for  old 
drugs  for  hospitals.  Sold  Key  to  Scher- 
ing-Plough 1986  for  stock.  Founded 
Ivax,  a  high-flying  health  care  prod- 
ucts conglomerate.  Started  out  with 
small  companies,  rights  to  salable 
drugs  to  generate  immediate  reve- 
nues, fund  hirther  growth;  make  ac- 
quisitions. "He  doesn't  do  it  for  the 
money.  It's  ego.  It's  the  chase  and 
success.  Simply  put,  it  turns  him  on." 
Very  active  in  civic,  philanthropic  af- 
fairs; wife  is  an  elementary  school 
principal.  Frost  has  fortune  worth  at 
least  $410  million,  plus  any  remaining 
shares  Schering-Plough. 

Michael  Robert  Milken 
Lowell  Jay  Milken 
and  families 

Brothers.  Investments.  Michael:  l.A. 
47.  Married,  3  children.  Berkeley; 
Wharton  M.B.A.  Expanded  market 
for  high-yield  junk  bonds,  thus  mak- 
ing borrowing  easier  for  growing 
companies  and  ambitious — some- 
times overambitious — entrepreneurs. 
Built  small  Drexel  Burnham  Lambert 
into  Wall  Street  powerhouse.  Caught 
flak  for  leveraged  buyouts  though 
Drexel  was  only  one  player.  Pleaded 
guilt)'  to  6  felony  counts  of  securities 
law  violation.  To  prison  1991;  re- 
leased after  22  months  of  10-year 
sentence.  Making  settlement — be- 
lieved to  be  $900  million — with  gov- 
ernment, creditors,  litigants.  Seeking 
vindication  both  for  himself  and  for 
junk  bond  era,  he's  currently  writing 
autobiography  with  Robert  Noxak; 
developing  educational  cable  chan- 
nel; and  planning  to  lecture  at  busi- 
ness schools.  Under  treatment  for 
prostate  cancer.  Even  after  settle- 
ment, Michael,  family  still  believed 
worth  at  least  $400  million — and  pos- 
sibly much  more,  including  tmsts  for 
wife,  kids.  Brother  Lowell:  LA.  44. 
Married,  3  children.  Berkeley,  UCLA 
Law  School.  Joined  Drexel  Burnham 
Lambert  1978,  became  Michael's 
right-hand  man,  tax  planner.  Lowell 
involved  in  partnerships  with  brother, 
but  was  not  charged  with  securities 
law  violations.  Today  spends  much  of 
time  on  family  foundation.  Net 
worth,  with  family,  estimated  at  $320 
million  or  more. 


Irenee  du  Pont  Jr. 
Irene  Sophie  du  Pont  May 
Constance  Simons  du  Pont  Darden 
Eleanor  Francis  du  Pont  Rust 
Mariana  du  Pont  Silliman 
Octavia  Mary  du  Pont  Bredin 
LucUe  du  Pont  Flint 
and  families 

Brother  and  sisters.  Inheritance.  Chil- 
dren of  Irenee  Sr.  (d.  1963 ),  president 
Du  Pont  Co.  1919-26  (sec  family). 
Irenee  Jr.:  Montchanin,  Del.  73. 
Married,  5  children.  With  Du  Pont 
Co.  32  years,  retired  as  senior  \'P 
1978;  left  board  1990;  still  on  boards 
Wilmington  Trust,  Longwood  Foun- 
dation. Oversaw  merger  Christiana 
Securities  with  Du  Pont  1977,  effec- 
tive end  to  traditional  family  control 
of  company.  Irene  Sophie  (Mrs.  Er- 
nest May):  Wilmington,  Del.  92. 
Widowecl,  4  children.  Constance  Si- 
mons (Mrs.  Colgate  W.  Darden  Jr.): 
Norfolk,  Va.  89.  Widowed,  3  chil- 
dren. Husband  (d.  1981)  governor 
Va.  1942-46.  Eleanor  Francis  (Mrs. 
Phillip  Gordon  Rust):  Thomasville, 
Ga.  86.  Married,  4  children.  Mariana 
(Mrs.  Hcnr)'  Harper  Silliman):  Hag- 
ley,  Montchanin,  Del.  82.  Married,  6 
children.  Octavia  Man,'  (Mrs.  John 
Bruce  Bredin):  Greenville,  Del.  80. 
Married,  6  children.  Lucile  Evelina 
(Mrs.  Robert  Baronet  Flint):  Green- 


ville. 78.  Married,  5  children.  SeventI 
sister  Margaretta  Lammot  (Mrs 
Crawford  H.  Greenewalt)  died  19911 
leaving  millions  in  land  to  nature  soci 
et}'  in  Greenville,  Del.,  rest  to  hus 
band  (president  Du  Pont  1948-62 
and  3  children.  These  7  survi\in 
siblings  and  families  have  fortune; 
much  in  trusts,  estimated  at  leas 
$400  million  apiece. 

Clayton  Lee  Mathile 

Pet  food.  Dayton,  Ohio.  52.  Marriec 
5  children.  Former  Campbell  Sou 
bu\'er  hired  1970  by  Paul  lams,  ani 
mal  nutritionist  turned  pet  food  mak 
er.  lams  wanted  successor:  Mathil 
running  operation  by  1975.  Bough 
out  lams  cheap  1982.  '•'He  got  a  re: 
sweet  deal."  Installed  upgraded  man 
agement,  board.  From  $16  millioi 
sales  to  estimated  $300  million.  Sol 
breeders  on  promises  his  premiur 
product  would  produce  smalk 
stools,  better  health.  Pioneered  fasi 
growing  yuppie  puppy  food  markel 
sold  as  ultrapremium  product  th 
pros  use;  got  premium  prices,  prof 
margins.  Getting  corporate  but  keep 
ing  personal  touch.  Has  also  er 
hanced  own  well-being  to  tune  of  nc 
worth  estimated  over  $400  million. 


228 


Forbes  400  ■  October  18,  IW 


Where  will  all  the 
>mart  roads  and  smart  cars 
get  their  intelligence? 


By  the  early  21st  century,  your 
r  will  be  equipped  with  an 
^ctronic  map  that  will  navigate 
u  through  traffic.  A  computerized 
ice  will  direct  you  as  you 
ive.  Electronic  road  signs  will 
irn  you  of  traffic  congeshon  and 
ggest  alternate  routes.  Traffic 
mals  will  automahcally  adjust 
the  ebb  and  flow  of  cars. 
This  is  no  passing  fancy.  The 
'hnology  is  already  here.  And 
ich  of  it  is  coming  from  com- 
nies  located  in  Fairfax  County. 


I  I 

Please  send  me  more  iri/hrmalioii  on  the  business 
advantages  of  Fairfax  County. 

Name  


Tlie  network  of  satelhtes,  sensors,      If  you  want  to  compete  in 
onboard  computers  and  guidance     the  2 1st  cenhiry,  it's  the  best  route 
systems  that  will  make  intelligent    you  can  take, 
highways  and  vehicles  work 
are  by-products  of  technologies 
that  these  companies  developed  for 
the  national  defense. 

Further,  the  policies  that  will 
be  used  to  deploy  this  technology 
are  being  developed  at  Fairfax 
County's  Geoi'ge  Mason  University. 

Smart  ideas  like  smart  cars 
and  smart  roads  are  why  smart 
companies  move  to  Faiifax  Coimty. 


Title 


Company . 
Iddress  


City. 
Zip_ 


^tate 


Phone_ 


Faiifai-  County  Economic  Dcrelo/inwnl .  iuthoiity 
S)()0  Boone  Boulerard,  Suite  4)0.  I  ienna  I  irginia  22182 
Telephone  lOi  lW-QhOO.  Far  70}-S9}-l269 
I  I 


airfax  Coimty,  Wginia.  The  21st  Century  Is  Here. 


OTEB  $400,000,000 


Alan  Gerry  * 

Cable  I  V.  Liberty,  N.Y.  64.  Married, 
3  children.  Joined  Marines  at  17;  then 
to  electronics  school,  early  student  of 
TV  1949.  Started  putting  up  rv  towers 
in  rural  N.Y.  State,  first  cable  system 
in  hometown  Liberty  1956:  ''Just 
trying  to  get  a  good  picture  on  the 
three  networks."  Bought  radio  sta- 
tions (later  sold);  had  8(),()()()  cable 
subscribers  1981;  saw  bigger  future. 
After  long  acquisition  binge  Cablevi- 
sion  Industries  now  around  1 .2  mil- 
lion subs.  Involved  in  joint  venture 
(small  percentage)  with  Kohlberg 
Kravis  Roberts  aimed  at  purchasing 
more  subs.  Although  substantial 
debt,  net  worth  of  companv  estimat 
ed  well  cner  $400  million.  "I  figure  I 
got  another  20  years  before  I  start  to 
get  tired." 


Michael  Rubens  Bloomberg 

Financial  news.  51.  Two  daughters. 
Johns  Hopkins  (engineering/phys- 
ics),  Han  ard  Business  School.  Started 
1966  as  Salomon  Brothers  processing 
clerk.  Within  5  years,  head  of  trading, 
sales;  eventually  lost  power  struggle, 
left  1981  with  $10  million.  Devel- 
oped computerized  data  service  for 
Treasury  bond  traders;  offered  to 
Merrill  Lvnch:  'Tf  you  don't  like  it, 
don't  pay  me  for  it."  Merrill  liked  it, 
bought  30%.  "The  Bloomberg"  now 
used  bv  thousands  for  vast  arrays  of 
instant  data.  Bought  NYc;'s  WNHW  for 
$13.5  million;  renamed  vvbbr — 
Bloomberg  News  Radio — 24-hour- 
day  "news  without  crime."  Hot  tem- 
pered. Estimated  worth  over  $400 
million.  "Sunday  night  is  the  happiest 
night  of  the  week;  I  can't  wait  to  get 
back  to  work." 


William  Alvin  (Tex)  Moncrief  Jr. 

Oil  and  gas.  Fort  Worth,  Tex.  73. 
Divorced,  remarried;  4  sons,  daugh 
ter.  Son  oflegendaiy  1  exas  born  wild- 
catter W.A.  (Monty)  Moncrief  Had  4 
years  of  dry  holes,  then  blew  one  out 
on  northernmost  extension  of  vast 
East  Texas  field  1931.  Tex  joined 
father  1945;  Dad  coached  Tex  on 
deals.  "My  father  had  a  nose  for  oil." 
Sr.  died  1986;  left  estate  to  grandchil- 
dren. Tex  went  on,  made  incredible 
gas  find  in  Wyoming:  Madden  Field  (at 
least  500  million  cubic  feet  in  rcserx'cs) 


1972.  Ne\  er  takes  formal  \  acation,  but 
likes  to  "fish  a  tew  minutes  e\  eiT  da\'" 
and  plays  golf  with  fellow  oilman  John 
L.  Cox.  Donated  $1  million  to  U.  of 
Texas  cancer  center  1991.  Fortune 
estimated  at  $400  million. 


Claude  B.  (Doc)  Pemiington 

Oil,  gas.  Baton  Rouge,  La.  93.  Mar- 
ried; only  son  killed  in  oil  rig  accident 
1958;  3  grandchildren.  Labored  sum- 
mers in  Louisiana  oilfields.  Joined 
lather's  medical  practice  1925  as  op- 
tometrist; hated  profession;  closed 
clinic  day  after  lather's  death;  re- 
turned to  oilfields.  On  leased  land, 
made  first  known  oil  discoveiy  east  of 
Atchatalaya  River;  traded  leases, 
bought  Port  Hudson  properties  mid- 
1950s;  deep  drilling  began  1970s. 
Local  banks'  favorite  depositor:  sup- 
posedly keeps  cner  $100  million  cash. 
Donated  $125  million  to  1.SU  for  nu- 
trition center:  ardent  believer  in  pea- 
nut oil,  vitamins  F>,  C.  "Someday  I'm 
going  to  be  an  old  man.  I'd  like  for 
science  to  prolong  my  health."  Esti- 
mated worth  healthv  $400  million. 


Dewayne  B.  Reinhart 

Wholesale  food.  La  Crosse,  Wis.  73. 
Married,  4  children.  C'ollege  inter- 


Gus  Hauser 

He  just  missed  making  this  list 
in  February,  wlien  he  sold  his  ca- 
ble systems  to  Southwestern 
Bell,  which  may  become  the  first 
regional  Bell  to  link  telephone 
and  cable. 


rupted  by  WWII:  Army  Air  Corp 
Postwar,  sales  manager  wholesa 
grocer.  With  partner,  picked  up  tir 
$3  million  (sales)  wholesaler  Gatew; 
Foods  1956.  Expanded,  bought  oi 
partner  1979.  Stayed  private,  sa 
from  takecwers,  stockholder  pre 
sures.  Built  to  $2.3  billion  sales.  Sol 
1989  to  Scrivner  for  estimated  $30 
million  aftertax  profit.  With  childrci 
still  busy:  Reinhart  Institution 
Foods;  also  investments,  real  estat 
Co-owns  La  Crosse  Catbirds  (Cont 
nental  Basketball  Association),  ghi 
to  local  schof)ls,  causes.  "Rliiny 
quick-tempered;  difficult  to  work  fo| 
"La  Crosse's  900-pound  gorilla"  e 
timated  over  $400  million. 


Harry  Howard  Hoiles 
JMary  Jane  Hoiles  Hardie 

Publishing.  Brother  and  sister;  chi 
dren  of  Raymond  C.  Hoiles  (c 
1970),  $2/week  printer's  assistani 
bought  Bucyrus  (Ohio)  Telegran] 
Forum  1927,  Santa  Ana  Regist« 
1935.  Used  papers  to  spread  liberta: 
ian  philosophy;  opposed  taxes,  publ 
schools,  etc.  Escaped  2  bombing  a 
tempts.  "The  kind  of  newspaper  th 
a  man  takes  has  a  lot  to  do  with  tl 
kind  of  man  he  becomes."  Freedot 
Newspapers  now  total  circulation  c 
975,000  for  31  newspapers  (sold  1 
weeklv  papers  to  Thomson  Newsp 
pers  1991);  also  5  TV  stations.  Cho: 
name  "because  freedom  will  live  ih 
e\'er  and  the  Hoiles  name  will  I" 
forgotten  in  a  short  time."  Descei 
dants  doing  best  to  attain  obscurir 
Three  children  inherited;  son  Clai 
ence  headed  company;  his  1981 
death  led  to  family  fight.  Harr\':  Cok 
rado  Springs,  Colo.  77.  Married, 
children.  Sued  for  control  1982,  o 
fered  to  buv  outright  for  $1 .01  billio 
1985.  Man-  Jane:  Man'sville,  Cali 
71.  Married,  4  children,  Husban 
Robert  Hardie  chairman.  Hard 
tamily  and  Clarence  heirs  unwilling  r 
sell  or  split  up  chain.  Three  branchi 
worth  estimated  $400  million  eac 
Company  president:  "Nobody  ca 
hate  each  other  the  wav  a  famih*  can 


Albert  Lee  Ueltschi 
and  family 

FlightSafet)'  International.  Irvint 
Tex.  76.  Widowed,  4  children.  At  1( 
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We're  all  In 


It  together. 


Environmental  protection  is  everyone's  business. 
AM-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
American  Re-Insurance  Company,  has  specialists  in 
environmental  technology  and  reinsurance.  We 
believe  it's  timie  to  stop  focusing  our  efforts  on  who's  to 
blame  for  past  pollution  and  start  opening  lines  of 
communication  on  how  to  minimize  it  for  the  future. 
We  need  to  establish  achievable  goals  for  cleaning  up 
existing  sites.  To  resolve  disputes  outside  the 
courtroom  to  lessen  'frictional  costs'  so  our  nation's 
Superfund  dollars  aren't  wasted  on  litigation.  To  pool 


our  resources  in  research  and  technology  so  we're  all 
not  wasting  so  much  energy  tackling  the  same 
problems.  To  accept  that  our  economic  behavior  may 
have  to  change  in  the  short-term,  if  we  are  to  achieve 
our  long-term  goals.  And  most  importantly,  we  have  to 
build  trust.  Because  though  we  may  compete  in  the 
marketplace,  we're  all  in  this  world  together. 

Communication  is  the  first  step  toward  cooperation. 
Let's  start  talking  about  ways  we  can  work  together. 
For  more  information  on  Corporate  Environmentalism, 
call  Corporate  Communications  at  609-243-4339. 


AM  RE  SERVICES,  INC. 

555  College  Road  East.  Princeton,  NJ  08543-5241  (609)  243-4200 


Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 


OtfEB  $40p.000.000 


Tex  Moncrief 

While  oil  revenues  from  the  gigantic  Madden  field  in  Wyoming  (among 
others)  pour  in,  Tex  fishes  at  one  of  his  favorite  spots,  Gunnison  River,  Colo. 


paid  for  Hying  lessons  by  opening 
hamburger  shop.  Joined  Pan  Ani 
1941,  flew  in  WWII.  Personal  pilot  to 
legendan,'  chairman  Juan  Trippe, 
whom  he  considers  mentor.  Founded 
FlightSafet)'  1951  to  provide  flight 
simulators,  train  pilots  for  emergen- 
cies. But  kept  Pan  Am  job  till  1968. 
Now  also  trains  airline  maintenance 
technicians:  '■'We  have  to  branch  out 
into  other  areas."  Trained  37,000  last 
year  at  38  centers  in  U.S.,  Canada, 
France.  Key  backer  of  Orbis  Interna- 
tional, flying  hospital  that  teaches  eye 
surgeiy  techniques.  Owns  about  30% 
FlightSatety,  family  owns  6%.  Total 
worth  about  $400  million.  "We  have 
to  figure  out  where  the  need  is  and  fill 
that  need." 


Jane  B.  Engelhard 

Inheritance.  Far  Hills,  N.J.  75.  Twice 
widowed,  5  daughters.  Lett  Europe 
during  war  for  Buenos  Aires  with 
"nothing  but  our  passports  and  our 
personal  belongings."  Father  was 
Brazilian  diplomat.  Second  husband, 
"Platinum  King"  (Charles  F>ngelhard 
Jr.,  built  $300  million  estate  fi-om 
precious  metals  business;  protot}'pe 
for  James  Bond  character  Goldfinger. 
Jet-setted  with  Jane  between  numer- 
ous homes  worldwide;  Charles  died 
1971,  leaving  fortune  to  her.  Jane 
now  retired  socialite.  Collects  rare 
books,  documents,  owns  original 
proclamation  of  Louisiana  Purchase 
signed  by  Thomas  Jefferson.  Has  $80 
million  foundation  with  daughters. 
Fortune,  prudently  mvested,  ought  to 
be  worth  $400  million. 


Grover  Connell 

Equipment  leasing,  food.  Westfield, 
N.J.  75.  Married,  3  children.  Naxy 
WWII.  Took  over  family  business — 
Connell  Rice  &  Sugar  (now  Connell 
Co.) — built  into  largest  independent 
rice  and  sugar  trader/broker  in  U.S.; 
export  share  over  20%.  In  1973  start- 
ed heav}'  equipment  leasing  business 
(railroad,  aircrafts,  power  plants); 
now  over  $1.2  billion  assets.  Also 
prime  N.J.  real  estate  near  Manhat- 
tan. Well-connected  Democrat;  repu- 
tation as  one  of  largest  donors  of  politi- 
cians' spealdng  honoraria.  Known  for 
weekly  luncheons  featuring  lectures  by 
congressmen:  figures  it's  cheaper  than 
Wring  a  lobbyist.  Lives  modestly,  sent 
kids  to  public  schools.  Fortune  esti- 
mated $400  million. 


Guilford  Glazer 

Real  estate.  Beverly  Hills.  72.  Di- 
vorced, remarried;  2  children.  Ex- 
panded father's  welding  shop  Knox- 
ville,  Tenn.;  started  as  builder  in  1950 
with  apartment  house  for  widowed 
mother.  In  1954  built  Oak  Ridge, 
Tenn.  shopping  center,  sold  in  1989 
for  $45  million.  In  1960  moved  to 
I^s  Angeles,  liked  climate.  Opened 
largest  retail  mall  in  U.S.,  la's  3- 
million- square -foot  Del  Amo  Fash- 
ion Center,  I97I.  Also  office  build- 
ings Atlanta,  Boston.  "The  way  a 
businessman  works  is  that  he  takes  a 
deep  breath  and  jumps  into  the  ri\  er 
and  believes  he  will  swim  to  the  other 
side  because  he  must."  Adviser  to 
Israeli  prime  ministers.  Estimated 
worth  around  $400  million. 


Walter  Herbert  Shorenstein 

Real  estate.  San  Francisco.  78.  Ma 
ried;  1  son,  1  daughter.  Son  of  Lon 
Island  clothier;  WWII  Air  Force.  Re 
estate  broker  at  sf's  Milton  Meyer  I 
Co.  1946;  partner  1951;  bougl 
company  1960  after  founder's  deafl 
Now  major  player  St  real  estate:  par 
nerships  in  9-million-square-feet 
office  space.  Bought  Bank  of  Amerii 
building  1985  for  $660  million 
most  all  debt);  bank  exercised  buij 
back  1992  for  50%.  Also  owns  build 
ings  New  York  City,  Kansas  Cii^ 
Houston,  Los  Angeles,  etc.  Big  Deirl 
ocratic  fundraiser.  Invested  money 
keep  baseball  Giants  in  SF.  $5  milliol 
endowment  to  start  Harxard  cento 
named  for  deceased  daughter,  Joan 
for  study  of  interaction  media,  pol 
tics.  Son  Douglas  heir  appareii 
to  fortune  now  estimated  at  $401 
million. 


Eugene  Paul  (J.  Paul  Jr.)  Getty 

Inheritance.  London.  61.  Divorced 
widowed;  4  children  by  first  wife,  I  h 
second.  Third  son  of  late  oil  baro 
Jean  Paul  Gett\' d.  1976  (see  Gordo\ 
Getty).  Ran  Getty  Oil  Italian  open 
tions.  Then  got  into  Sixties  countei 
culture,  drugs.  Divorced  1965,  mai 
ried  Dutch  actress  1966.  Series  ( 
misfortunes:  couple  became  addict 
she  died  of  heroin  overdose  197! 
Their  son  Tara  Gabriel  Galaxy  Gn 
maphone  Gett\%  now  24.  Namesak 
son  from  first  marriage  was  kic 
napped  in  1973;  ear  cut  off  befoi 
grandfather  (J.  Paul)  would  pay  rar 
som;  now  blind,  paralyzed  froi 
1981  drug  overdose.  Court  force 
Eugene  to  pay  kid's  doctor  bill 
Eugene  now  a  recluse.  His  share  c 
Gettv'  family  fortune  estimated  ne 
$400  million. 


Anne  Catherine  Getty  Earhart 
Claire  Eugenia  Getty  Perry 
Caroline  Marie  Getty 

Daughters  of  George  GetU' 
1973),  son  of  renowned  oilman  Jea 
Paul  Gett>'  (d.  1976);  collectivel 
dubbed  "Georgettes"  by  family.  Ir 
heritance.  Anne:  Laguna  Beach,  Cali 
41.  Married,  2  children.  Bega 
squabble  over  half-uncle  Gordon 
(which  see)  control  of  Sarah  C.  Gett 
Taist,  then  backbone  of  Gett)'  famil 
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Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Presenting  five  compelling  reasons  to  break 
the  HP®  LaserJet®  printer  habit:  the  new  IBM® 
LaserPrinter  4039  family  by  Lexmark.  Five 
fully  compatible  10, 12  and  16  page-per-minute 
printers — each  delivering  big-printer  features  and 
value.  PostScript*  and  PCL-  5  compatibility  are 
always  standard.  So  is  a  clear,  simple  LCD  control 
panel.  And  support  for  options  like  networking, 
flash  forms  and  duplexing.  Plus  expandability  and 
upgradability,  to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1 800  358-5835 
(in  Canada,  1 800  663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  buyers  have 
traditionally  missed. 

IBM  Personal  Printers  by 


Lexm^vrk 


Make  Your  Mark 


Lexmark 's  oplioinil 
LAN  cards  siipporl  flash 
memory — somelhiiiii 
HPdoesn'l  offer.  Ami 
dwwectivityII  every  4039  primer 

includes  auto  emulalinii 
switchiiif;  ami  triple 
hot  ports. 


Investment  protection. 

Vpfiradiihlc  code  ami 
imerchani^cahlc  options. 

for  economv  ami  llc.ythility 

IIP  can  't  match. 


he  speed  you  need. 

nlike  IIP  Lascr.let 
■inter\,  IBM 
a.\erPrintcr  4(l.^'Js 
veyoit  a  lull 
nge  of  fnll- 
nclion  models. 


Instant  forms  &  fonts. 

I  f\nj(irk  \  opuiuial  flash 
iiicmni  \  Miiifs  I tc(jut'Hlly 
used  fonns,  fonts  and  logos, 

even  when  the  power  is  off. 

HP  doesn't  offer  thai. 


LaserPnnler  4033  12L 
by  l£XM^RK 


Two-sided 
printing. 

An  automatic 
luplcxt  r  lUtaches  in 
sccomh  to  any  new 
Lascrrnntcrmodel. 
Delivering  two-sided 
pri}ittng  (or  as  little 
as  half  HP  s  price. 


peeds  rated  at  300  dpi.  8  ppm 
numateOOdpi  Comparisons 
based  on  MSRPs  Dealer  prices  may 
vary  IBM  is  a  registered  trademark 
ot  International  Business  Machines 
Corporation  in  the  U  S  and/or 
other  countries  and  is  used  under 
license  HP,  LaserJet  and  POL 
are  registered  trademarks  of 
Hewlett-Packard  Company 
PostScript  IS  a  registered 
trademark  ol  Adobe 
Systems  Incorporated 
Lexmark  is  a  trademark  of 
Lexmark  International, 
lfic.01993  Lexmark 
nternational,  Inc 


fHE  New  IBM  LaserPrinter  Family,  By  Lexmark.  Print  Smart. 


OUEB  $300,000.000 


Fortune;  also  disliked  handling  of  Get- 
ty Oil.  Married  to  former  Peaee  C'orps 
volunteer.  (Claire:  39.  San  Franciseo 
Bay  Area.  Also  married  to  (different) 
former  Peace  ("orps  man.  Four  sons. 
Amid  initial  Getty- Pennzoil  deal,  pe- 
titioned California  judge  for  tempo- 
rary restraining  order  that  gave  Bruce 
Wasserstein  chance  to  bring  in  Tex- 
aco; resulted  in  Cietty  Oil  sale,  vast 
increase  in  family  wealth,  rise  of  Penn- 
zoil's  lawyer  Joe  Jamail  to  this  list. 
Caroline:  36.  San  Francisco.  Single. 
Active  in  preserx'ing  wildlife,  environ- 
ment. All  very  private.  Each  estimated 
near  $400  million. 


Louis  Larrick  Ward  and  family 

Russell  Stover  Candies.  Kansas  City, 
Mo.  74.  Married,  3  children.  Stan- 
ford, Navy  WWII;  Lx)ught  small  paper 
box  company  1950.  One  customer 
was  Russell  Sto\er.  Bought  control 
for  $7.5  million  and  took  public 
1960.  "There  are  only  so  many  ways 
you  can  put  chocolate,  butter,  cream, 
eggs,  milk,  fruit  and  nuts  together — 
the  real  competition  is  in  the  packag- 
ing." Took  private  1981.  "Bottom- 
line  businessman"  now  biggest  in 
boxed  candy.  Relies  on  point  of  sale, 
word-of-mouth,  attractive  packag- 
ing, modern  plants.  Had  stroke,  re- 
tired in  April,  sons  Tom,  Scott  run- 
ning company.  Company  insider: 
"These  aren't  just  Dad's  kids.  Both 
know  what  they're  doing."  Ward's 
empire  estimated  over  $400  million. 


Virginia  McKnight  Binger 

Inheritance.  Wayzata,  Minn.  77. 
Married,  3  children,  1  deceased.  Only 
child  of  William  McKaiight:  South 
Dakota  farmboy  who  climbed  nascent 
3M's  corporate  ladder  from  book- 
keeper to  CEO.  Died  1978,  left  $500 
million  to  foundation,  daughter.  Vir- 
ginia honoran'  chairman  of  $1  billion 
Mclvnight  Foundation;  has  own 
foundation,  VMiB,  for  Minn.  poor. 
With  husband  James  (ex-Hone^avell 
ceo)  runs  Broadway's  Jujamcyn  the- 
ater chain.  Once  raised  Thorough- 
breds, took  Preakness.  Considering 
development  on  site  of  former  horse 
ranch.  Waiting  for  economy  to  pick 
up.  3M  stock,  etc.  recently  worth 
$395  million. 


Lewis  Robert  Wasserman 

Mc;a.  Palm  Springs,  Be\erly  Hills.  80. 
Married,  1  daughter.  Pushed  candy  in 
Cleveland  movie  theater;  to  Chicago 
for  Jules  Stein's  (d.  1981)  Music 
Corp.  of  America  1936.  President 
1946  at  33;  handled  stars  like  Jin.imy 
Stewart,  Alfred  Hitchcock,  Ronald 
Reagan.  Brought  dark  suits,  dark  ties 
and  Black  Tower  to  Hollvwood.  Ac- 
c]uired  Universal  Studios  1962, 
dropped  talent  agency  after  antitrust 
investigation.  "It  was  a  useless,  un- 
warranted act."  Turned  down  lrj  of- 
fer of  Secretaiy  of  ("onimerce  1965. 
Later  picked  up  Geffen  Records  (see 
Geffen).  Sale  of  MCA  to  Japanese  giant 
Matsushita  Electric  capped  career  as 
HollyAvood  heax'y.  Belie\ed  worth 
$395  million. 


Steven  Ferencz  Udvar-Hazy  * 

International  Lease  Finance  Corp. 
Beverly  Hills.  47.  Married,  4  children. 
Son  of  Hungarian  immigrants.  Born 
Budapest.  Family  escaped  to  Sweden, 
then  New  York  1958.  To  la  1962. 
Met  fellow  Hungarian  immigrants 
Louis,  Leslie  Gonda  (see  both)  1965. 
B. A.  economics,  uc:i.A  1968.  Had  own 
aircraft  brokering,  consulting  busi- 
ness; pooled  $150,000,  $1.7  million 
bank  loan  with  Gondas  to  form  ILFC 
1973.  Public  1983;  built  one  of 
world's  largest  aircraft  lessors.  Called 
shrewd  negotiator,  demanding  busi- 
nessman. Strong  sense  of  industn': 
mid-1980s  ordered  $4.7  billion 
Boeing  planes,  including  new  genera- 
tion not  yet  in  use,  now  an  industn' 
standard.  Merged  with  American  In- 
ternational Group  1990.  His  Alc 
stock,  options  some  $395  million. 


Charles  G.  Butt  and  family 

Supermarkets.  San  Antonio.  55.  Sin- 
gle. Grandmother  started  small  gro- 
ceiy  with  $60  to  support  sick  husband, 
3  kids  in  Kerrville,  Tex.  1905.  Son 
Howard  (d.  1991 )  renamed  H.E.  Butt 
Grocer)'  1944,  served  as  chairman  to 
1984.  Today  H-E-B  Foods.  Grandson 
Charles  started  in  business  bagging 
groceries  at  age  8;  Wharton  1959. 
H-E-B  president  1971.  Among  largest 
private  U.S.  supermarket  chains 
(1992  sales,  $3.8  billion).  Also  35 
video  stores.  SuccessfLil  against 
Kroger,  Albertson's  (which  see).  Sign 


in  office:  "The  price  to  stay  here  i 
always  ec]ual  to  or  greater  than  th< 
price  you  paid  to  get  here."  Expect, 
loyalt)',  but  "you  have  to  earn  it.' 
Exercises  1 00%  voting  control  of  1 1  E  l 
estimated  worth  at  least  S390  million 


Bella  Wexner 

The  Limited  Inc.  (x)lumbus,  Ohio 
84.  Widowed,  2  children.  Mother  o 
Leslie  Wexner  (which  see).,  billionairu 
retailer  of  women's  apparel.  Opencc 
women's  clothing  store  in  Cx)lumbu,' 
with  husband  Hariy  (d.  1975 1 
Named  "Leslie's"  after  son.  Latci 
joined  his  stores  when  specialized  \x 
tailing  boomed.  Director,  compain 
secretar)',  adviser  to  Leslie.  Still  g<)c> 
to  work  everv'  day.  Visits  New  Albanv 
Countn,'  Club  (owned  by  Leslie)  frc 
quenth';  Sunday  brunches  there  witl- 
friends.  Said  to  give  good,  helpfii 
advice  on  selling,  buving  merchan 
disc.  Supports  local  charities.  Ven 
private.  Recenth'  sold  Palm  Beach 
home  for  $5.45  million.  Her  Limited 
stock  latelv  \\'orth  $390  million. 


J.  Wayne  Weaver  * 

Shoes.  Darien,  Conn.;  Jacksonville 
Fla.  58.  Married,  2  children.  After 
high  school,  started  as  salesman  for  St, 
Louis'  Brown  Group  shoe  compan\| 
1954.  Worked  up  to  general  manag 
er,  women's  retail.  Left  1978  to  joir 
partners  in  shoe  import  business 
Footwear  from  Brazil;  sold  in  LI.S. 
under  name  Nine  West.  Company 
acquired  Russell's  Shoe  Biz  1986  foi 
$3  million;  Weaver  bought  it  from 
Nine  West  1988  for  $17  million, 
renamed  it  Shoe  Carnival.  Took  pubi 
lie  this  year.  Also  took  Nine  West 
public,  but  resigned  from  CEO  spot  tq 
focus  on  Shoe  Carnival.  Bidding  onj 
NFL  franchise  for  Jacksomille.  Still 
holds  substantial  interest  in  Nine 
West  and  Shoe  Carnival;  estimated  at 
about  $385  million. 


James  Evans  Stowers  Jr.  * 

Mutual  funds.  Kansas  C]it)',  Mo.  69. 
Married,  4  children.  Ai-my  Air  Force 
fighter  pilot  WWII;  U.  of  Missouri 
1948.  Short  stints  medical  school,  lifej 
insurance  sales,  local  mutual  fund 
firm  Waddell  &  Reed.  Founded 
Twentieth  CentuiT  Mutual  Funds 
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"No  matter  how  vueU  you  Mnk 
you're pofonttmg,  the  only  true 

measu  re  of  success  is  ^ 
final  score." 

Arnold  Palnm 
PNCBank 
Customer 


At  PNC  Bank, 
we  measure 
our  performance  by 
how  we  perform 
for  you. 

Customer  service  is  important  in 
any  business  these  days.  You've  got  to 
deliver  the  right  product,  in  the  right 
way,  at  the  right  time. 
That's  why  PNC  Banl<.  reladonship 
officers  have  the  authority  to  make 
decisions  locally.  And  the  resources  of 
America's  10th  largest  banking  company. 

And  at  PNC  Bank,  we're  committed 
to  continuous  improvement 
in  customer  service.  We 
conduct  a  systematic  and 
on-going  survey  of  every 
Coiporate  Banking 
customer  For  an  in-depth 
evaluation  of  every 
PNC  Bank  support  team 
and  operating  group,  right 
down  to  every  indiridual  officer. 

We  want  you  to  tell  us  how  we  are 
doing.  And  if  there's  room  for  improvement, 
or  a  need  for  a  change,  we  want  to  know 
that  too. 

At  PNC  Bank,  we  value  our  relationship 
with  over  70,000  American  businesses  of 
all  sizes.  But  the  most  important  measure 
of  our  performance  isn't  how  many 
customers  we  have.  It's  how  well  we 
perform  for  you.  Por  more  information 
about  PNC  Bank  call  1^00-7624727. 

PNCBANK 

Where  Performance  Counts 


Member  FDIC 


$300.000,000 


1958  with  $100,000  assets,  24  share- 
holders. Believes  earnings  momen- 
tum a  predictor  of  future  growth, 
stock:  "'Money  follows  earnings." 
Initially  tracked  dozens  of  companies 
by  hand:  ''l  wore  out  my  first  Hew- 
lett-Packard calculator  in  two  years." 
Developed  computer  model  to  do 
work  1973,  now  tracks  1 1 ,000  securi- 
ties. Benefited  from  1990s  mutual 
fund  rush:  today  manages  $23  billion, 
mostly  equity  hands.  His  60%  manag- 
ing firm,  etc.,  estimated  over  $380 
million. 


Fitz  Eugene  Dixon  Jr. 

Inheritance.  Lafayette  Hill,  Pa.;  Palm 
Beach,  Fla.;  Winter  Harbor,  Me.  70. 
Married,  1  son,  1  daughter.  Primary 
heir  2  great-grandfathers:  streetcar 
magnate"  P.A.B.  Widener  (d.  1915; 
reportedly  worth  $100  million);  Wil 
liam  Elkins  (d.  1903;  reportedly 
worth  $30  million).  Hanard  drop- 
out, taught  16  years  at  his  prep 
school.  Episcopal  Academy,  "the 
happiest  days  of  my  life."  Philanthro- 
pist: medicine,  education.  Invest- 
ments mostly  blue  chips,  bonds.  Also 
real  estate,  including  Grindstone 
Neck,  Me.  (resort  where  he  was 
born).  Owns  16%  Philadelphia  (base- 
ball) Phillies.  Grandfather  George 
died  on  Titanic;  Fitz  wears  emerald 
ring  given  to  grandmother  as  she 
stepped  into  lifeboat.  Fitz's  worth 
estimated  at  $380  million. 


Clarence  Scharbauer  Jr. 

Inheritance,  oil.  Midland,  Tex.  68. 
Married,  4  children.  Family  moved 
from  NYC,  setded  in  Midland  1889. 
Father  became  leading  citizen,  built 
the  hotel,  ran  the  bank.  Also  rancher, 
bought  up  thfuisands  of  acres  Gold 
smith  Field  to  feed  cattle.  Land 
turned  out  to  be  in  one  of  the  richest 
U.S.  oil  provinces — the  Permian  Ba- 
sin. First  strike  1935;  has  produced 
more  than  900  million  barrels  of 
crude  since.  Clarence  Jr.  one  of  most 
powerful  men  in  Midland,  West  Texas 
oil  capital.  Doesn't  cirill;  sits  back, 
collects  royalties.  Very  private.  Tends 
to  horses,  including  1987  Kentucky 
Derby  and  Preakness  Stakes  winner 
Alvsheba.  FLstimated  net  worth:  $375 
million  or  more. 


Marvin  Herb 

Bottling,  ('hicago.  56.  Married,  2 
children.  Born  upstate  N.Y.  U.  of 
Buffalo;  U.  of  Toledo  M.B.A.  Bronx 
plant  manager  for  PepsiCo;  president 
Pepsi-C^ola  Bottling  of  Indianapolis 
1972.  To  Borden  later  that  year;  be- 
came president  consumer  products 
division. 'Saw  chance:  bought  Coke's 
bottling  Indianapolis  and  C'hicago 
1981;  now  Coke's  third-largest — 90 
million  cases  sold  in  5  states.  In  India- 
napolis, Milwaukee  now  after  the 
Pepsi  market  share  he  built  up  1970s. 
Intensely  private,  frugal:  reportedly 
has  one  phone  for  visitors — a  pay 
phone.  Tough  manager,  aggressive 
labor  negotiator.  Opposes  discount- 
ing: "The  point  is  you  want  to  hax  e 
profitable  growth,  not  just  growth." 
Estimated  worth  $375  million. 


Max  Martin  Fisher 

Oil.  Franklin,  Mich,  et  al.  85.  Wid- 
owed, remarried;  5  children.  Son  of 
Russian  immigrant  peddler  w  ho  built 
small  oil  reclamation  plant.  B.S.  Ohio 
State  1930.  Plant  burned  down  1932, 


Claude  B.  Pennington  and 
a  favorite  restaurant 

"Doc,"  93,  is  picky  about  where  he 
eats.  He  ate  at  the  same  seat  for  20 
years,  but  Baton  Rouge's  Ruby's 
Restaurant  closed  this  summer. 


approached  gas  brokers  to  financ 
refiner)'.  "1  guess  I  must  have  hood 
winked  them."  Offered  top  price  fci 
oil  late  1930s  to  lock  in  suppliers 
During  WWII  made  killing.  Sold  fb 
Marathon  Oil  stock  1959;  Maratho) 
tendered  to  U.S.  Steel  1982.  Invested 
in  real  estate;  Sotheby's.  Daughtc 
Man',  HIV-positive  (husband  was  o| 
drugs),  eloquent  Ains  speaker  at  ciOi 
National  ('onvention.  Max  support 
c;()i\  Israel,  Detroit  revitalization.  " 
believe  I  have  an  obligation  as  ai 
American  citizen  to  make  a  contribiii 
tion."  Estimated  worth  $375  million 


Roberto  Crispulo  Goizueta 

Coca-Cola  Co.  Atlanta.  61.  Married 
2  sons,  1  daughter.  Son  of  wealth; 
Cuban  sugar  farmer;  Yale  honor  stiii 
dent.  Answered  Cuban  newspaper  at 
for  bilingual  chemist  at  Coca-C>ol 
1954.  Fled  Castro's  Cuba  1961  witi 
wife,  kids,  $20:  "1  wanted  to  see  if 
was  worth  anything  or  was  just  m; 
father's  son."  In  1970s  rose  from  lal 
to  protege  of  Coke  patriarch  Roben 
WoodrufT(d.  1985).  By  1981,  chair 
man,  c:eo  of  slowing  company.  Ac 
cepted  Pepsi  challenge,  aggressively 
pushed  growth;  "He  just  flat  enjoy 
the  game."  Intense,  detail  oriented 
courteous.  Accumulated  stock,  rc 
stricted  stock,  options;  took  medi 
heat  1991-92  for  large  compensatioi 
package.  Slow  no  more.  Net  wortl 
estimated  $375  million. 


John  Andreas  Catsimatidis 

Supermarkets,  oil  refining.  NV(  .  4S 
Divorced,  remarried;  2  children 
From  Greece  as  infant;  NYU  engineer 
ing  student.  Turned  around  cousin' 
ailing  grocer*'  store;  making  $30,00(1 
a  year  by  graduation:  good  money  in 
1960s.  Bought  own  grocer)'  1972 
built  Manhattan's  Red  Apple  chain 
now  includes  NYC's  Gristede? 
Sloan's,  major  chains  in  south  Flori 
da,  U.S.  Virgin  Islands.  In  198« 
bought  out  of  bankruptcy  United 
Refining  Co.;  purchase  included  ga 
stations,  mini-marts.  Turneo 
around:  accounts  for  big  part  of  for 
tune.  "You  should  not  only  look  a 
the  numbers.  You  should  exercisi 
common  sense."  Net  worth  estimat 
ed  $375  million. 


236 


Forbes  400  ■  October  18,  199, 


)93  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


When  you  choose  a  Managed 
Care  and  Employee  Benefits  pro- 
gram it  affects  more  than  your 
company's  bottom  line.  It  affects 
the  lives  of  your  employees  and 
their  families.  Which  is  why  The 
Travelers  is  committed  to  provid- 
ing both  savings  and  quality  for 
the  people  you  trust  and  the  people 
they  love. 

We  offer  your  employees 
the  caring  and  expertise  of  over 
100,000  health  professionals  in 
more  than  130  major  metropolitan 
areas,  as  well  as  a  nationally  recog- 
nized wellness  and  counseling 
program  that  is  preventing  illness 
through  innovation. 

And  our  Managed  Care  Sys- 
tem can  be  customized  to  provide 
your  company  with  the  flexibility 
to  make  the  most  of  your  benefit 
dollars.  In  fact,  we've  actually 
reduced  the  rise  in  health  care  costs 
for  our  customers  by  over  30% . 


With  one  of  America's  largest  managed  care  networks, 
we  understand  the  importance  of  taking  care  of  one  another. 


But  most  importantly,  we 
offer  a  program  that  recognizes  one 
truth  for  employer  and  employee 
alike — the  greatest  wealth  of  all  has 
little  to  do  with  money. 


Theliravelersj 

AMERICA'S  UMBRELLA' 


OVER  $300J)00.000 


Howard  Brighton  Keck 

Inheritance.  LA.  80.  Son  of  William 
Sr.,  legendary'  wildcatter  known  to 
taste-test  core  samples;  founded  Su- 
perior Oil  1921.  Pioneered  offshore 
drilling  Venezuela,  Louisiana.  Be- 
came largest  independent:  huge  re- 
ser\'es.  Sons  Howard,  William  Jr.  bit- 
ter rivals.  William  Sr.  (d.  1964)  tried 
to  sell  1959,  tailed;  chose  Howard 
over  namesake,  who  died  1982. 
Howard  led  ill-fated  mining,  timber, 
farming  diversifications;  back  to  oil 
1976.  Uncommunicative,  alienated 
even  hand-picked  directors;  forced  off 
board  in  1983  proxy  fight,  leading  to 
$5.7  billion  Mobil  buyout  1984. 
Heads  Keck  Foundation;  financed 
$70  million  Keck  Obser\'ator}'  atop 
Hawaiian  volcano.  Estimated  worth 
about  $370  million. 


John  £.  Connelly  ir 

Riverboats,  incentive  marketing. 
Pittsburgh.  68.  Married,  5  children. 
Father  died  when  John  16;  as  profes- 
sional boxer  helped  support  widowed 
mother.  Army  Air  Force  WWII,  brief- 
ly publisher  local  weekly  newspaper. 
Small  business  selling  pens,  toasters 
that  banks  offered  new  customers. 
Assistant  to  local  congressman  1940s, 
later  named  treasurer  Allegheny 
County  Sanitation  Authorit)'. 
Cleaned  Pittsburgh's  rivers;  noticed 
riverboats.  Suitable  for  cruising,  din- 
ing— and  later  gambling.  Bought  first 
in  1958.  Now  has  17,  in  Pittsburgh; 
St.  Louis;  Davenport,  Iowa;  Biloxi, 
Miss.;  Augusta,  Ga.  Took  President 
Riverboat  Casinos  public  1992.  "Fm 
in  love  with  a  five-letter  word,  M-O- 
N-E-Y."  Love  requited  to  tune  of 
$370  million. 


Charles  Thomas  Munger  ir 

Berkshire  Hathaway.  I.A.  69.  Married, 
8  children.  Attended  U.  of  Mich. 
1941-42;  in  1943,  C:altech  while  in 
Air  Force.  ^\fter  war  Hai-vard  Law 
School,  J.D.  1948  magna  cum  laucJe. 
Lawyer  in  LA  1948-65;  retired  from 
firm  he  cofounded,  Munger  Tolles  & 
Olson.  Had  met  Warren  Buffett 
1959;  they  co-invested  mid-1960s. 
One  big  winner:  Blue  Chip  Stamps. 
Became  Berkshire  Hathaway  officer 
1976;  director,  vice  chairman  since 
1978.  Surprised  to  be  on  list.  "I've 


Robert  Petersen  with  wife 
The  owner  of  Motor  Trend,  Hot  Rod 
and  Car  Craft  is  helping  build  a  $23 
million  car  museum  in  Los  Ange- 
les, to  open  this  year.  "When  it's 
done,  it's  gonna  be  great." 

been  associated  with  Warren  so  long, 
1  thought  I'd  be  just  a  footnote." 
Outside  interests  include  golf,  bridge 
and  fishing.  Says  life's  goal  had  been 
to  stay  below  Forbes  Four  Hundred 
cutoff.  But  nobody  told  Buffett; 
Munger's  bh  shares  recently  worth 
$365  million. 


Jay  Stein  * 

Stein  Mart.  Jacksonville,  Fla.  47.  Mar- 
ried, 2  children.  Grandfather  Sam 
founded  discount  clothing  store  in 
Greenville,  Miss.  1908.  Jay  ("I  always 
knew  I  was  going  to  be  in  the  busi- 
ness") spent  even'  Saturday  in  store 
from  age  12;  joined  company  shortly 
after  college  in  1967.  Opened  first 
branch  store  in  Memphis  in  1977. 
Wlien  it  worked,  opened  more  else- 
where. Today  60  stores  in  16  states. 
Sells  "'upscale  fashions  at  discount 
prices";  recruits  socieU'  ladies  to  sell 


I  part-time  in  return  for  25%  discount 

I  Rich  ladies  make  rich  sales.  Two  pub 

I  lie  offerings  since  1992;  Jay,  togethc 

I  with  wife,  holds  13.8  million  shares 

%  Says  joining  Forbes  Four  Hundrcc 

?  "one  and  only  downside"  to  IPO 
Shares,  etc.  worth  over  $365  million 

Hugh  Franklin  Culverhouse 

Real  estate,  banking,  sports.  Tampa 
74.  Married,  2  children.  Son  of  coa 
mining  engineer,  boxer  at  U.  of  Ala 
bama;  sparred  with  George  Wallace 
IRS  prosecutor,  became  premier  ta: 
attorney  Florida — Richard  Nixon 
Bebe  Rebozo  clients.  Bought  Palme 
Ranch,  13,000  prime  Sarasota  acres 
1970;  slowly  developing  since.  Re- 
cently repurchased  50%  of  ranch  sok 
to  Coast  Bank  1981 — after  sellini 
Coast  for  $70  million  (at  $15  millioij 
profit,  but  $20  million  less  than  hi 
hoped).  Also  owns  citrus  groves,  oth 
er  luxun'  housing,  commercial  prop 
ert)'.  Also  Tampa  Bay  (football)  Buc 
cancers;  influential  in  league,  but  no 
actix'c  manager.  Annual  Africa  hunt 
ing  safari  with  buddies.  Fortune  es.i 
mated  $360  million. 


James  Lee  Clayton 

Mobile  homes.  Knoxville,  Tenn.  59 
Twice  divorced,  4  children.  Son  o 
sharecropper.  Milked  cows  befon 
school  with  mom,  brother.  Playec 
guitar,  had  own  radio  program 
"Wasn't  sure  I  could  make  it  as  ai 
entertainer,  so  I  started  selling  cars.' 
At  22  had  own  used-car  lot.  Bankrup 
at  27:  "No  one's  gonna  bankrupt  m( 
again!"  Immediately  restarted  used 
car  lot;  got  law  degree  at  U.  of  Ten! 
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MANY  Of  AMERICA'S  BEST-KNOWN 

Mutual  Fund  Companies 
HAVE  ComeTo  Schwab. 


Invesco 

Janus 

Dreyfus 

Founders 

Strong 

Montgomery 

lAI 

Baron 

Cohen  & 
Steers 

Oakmark 

United 
Services 

Kaufmann* 


Twentieth 
Century 

Neuberger  & 
Berman 

SteinRoe 

Benham 

Cappiello- 
Rushmore 

Lexington 

rushmore 

Yacktman 

Evergreen 

Skyline 

Berger* 


FOR  NO  LOADS  AND  NO  TkANSACTION  FEES, 

MAYBE  You  Should,  Too. 


Now  you  can  meet  any  investment  goal, 
from  aggressive  growth  to  capital  preservation, 
all  in  one  place:  The  Charles  Schwab  Mutual 
Fund  On eSource™  service.  OneSource  offers  over 
200  well-known  mutual  funds  from  leading  fund 
companies  with  proven  track  records.  What's 
more,  you  won't  pay  loads  or  transaction  fees  to 
invest  in  these  funds. 

And,  to  help  you  select  and  track  your 
investments,  Schwab's  Mutual  Funds  Performance 


Guide'^  is  yours  free  when  you  open  an  account. 
The  Guide  gives  you  the  information  you  need  to 
compare  funds  and  make  investment  decisions, 
without  the  guesswork. 

To  fmd  out  more  about  Schwab's  Mutual 
Fund  OneSource,™  stop  by  one  of  our  190  local 
offices  or  call  us  today  at  1-800-2  NO-LOAD, 
ext.  47. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

•Funds  in  these  fund  families  ctiarge  I2b-I  fees  in  excess  of  0  25%  Available  funds  may  ctiange  Fees  may  be  reinstated  and  other  restnctions  may  apply  Schwab  reserves  the  nghi  to  change  the  funds  available  with  no  transaction 
fees  (NTF)  and  reinstate  the  fees  on  any  funds  NTF  shares  purchased  may  always  be  sold  wittiout  transaction  fees  However  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's  normal  transaction  fee  to  sell  it  as  well. 
If  you  make  5  or  more  short-term  redemptions  of  NTF  funds,  (shares  held  6  months  or  less),  in  a  12  month  penod,  you  will  be  charged  fees  on  your  future-mutual  fund  trades,  Charles  Schwab  &  Co ,  Inc.  ©  1993  Member  SIPC/NYSE 


BUEB  $300,000.000 


nessee;  then  2  years  later,  1966,  start- 
ed mobile -home  business  across  street 
from  the  car  lot.  Took  Clayton  Homes 
public  1 98  3 .  Today  largest  U  .S .  retail  - 
er  mobile  homes.  Recently  bought 
First  Heritage  Bank  of  Loudon, 
Tenn.;  now  renamed  BankFirst  and 
situated  in  Knoxville .  Gives  to  Tennes- 
see cultural,  educational  institutions, 
but  "used-car  salesman  at  heart." 
Stock,  etc.,  estimated  $360  million. 

Saul  Philip  Steinberg 
and  family 

Financier.  NYc:.  54.  Twice  divorced, 
remarried;  6  children.  Finished  Whar- 
ton 3  years,  age  19.  Founded  comput- 
er leasing  firm  Leasco  1961  with  fa- 
ther's $25,000;  went  public  1965. 
Took  over  Reliance  Insurance  1968, 
failed  run  at  Chemical  Bank  1969. 
Took  Reliance  private  in  1982  for 
$550  million;  went  public  again 
1986.  Played  junk  market  mid- 
1980s.  Reliance,  feeling  weight  of 
junk  bond  debt,  selling  business  as- 
sets. Sizable  art  collection  in  34-room 
Park  Ave.  apartment  formerly  owned 
by  Rockefellers.  Heavy  on  Old  Mas- 
ters. Art  dealer  introduced  him  to 
third  wife,  Gayfryd.  Saul,  family, 
trusts,  still  control  65%  of  Reliance;  he 
and  his  brother  paid  millions  in  salaiy. 
Believed  worth  at  least  $360  million. 


Leslie  L.  Gonda  ir 
Louis  L.  Gonda  if 

Father  and  son.  International  Lease 
Finance  Corp.  Beverly  Hills,  Calif 
Twent\'something  friends  Louis 
Gonda  and  Steven  Udvar-Hazy 
(which  see)  put  in  $50,000  each  to 
lease  aircraft  1973.  Louis'  father  Les- 
lie, Hungarian-born  executive  who 
struck  it  rich  during  1960s  construc- 
tion boom,  also  kicked  in  $50,000. 
Deregulated  airlines  snapped  up  their 
cheap,  short-term,  low-risk  leases. 
Went  public  1983.  Grew  to  one  of 
world's  largest  aircraft  lessors,  earned 
$61  million  1989.  Assets  $3.5  billion 
1990,  merged  into  AIG.  Louis:  Bever- 
ly Hills,  Calif  45.  Executive  vp.  Re- 
ceived AIG  shares  recently  worth  $355 
million.  Leslie:  Beverly  Hills,  Calif 
73.  Chairman.  His  shares  recently 
also  worth  $355  million. 


Leon  Levine 

Family  D(jllar  Stores.  Charlotte,  N.C. 
56.  Married,  3  children.  At  13,  after 
father's  death,  helped  mother  run 
family  department  store.  Dropped 
out  of  college  at  19,  founded  Family 
Dollar  2  years  later.  'T  felt  my  talents 
were  greater  than  spending  30  min- 
utes selling  a  $50  suit."  Built  discount 
chain  mainly  in  rural  areas.  Stressed 
convenience  to  shoppers'  homes. 
Faced  price  competition  from  Wal- 
Mart  mid-1980s.  Found  answer:  even 
lower  prices,  arm-on-shoulder  appeal 
to  customers:  "Give  us  the  chance  to 
prove  we're  right."  Sales  increased  to 
over  $1  billion.  Now  up  to  2,035 
stores  in  33  states,  D.C.  Levine's 
stock,  other  assets  worth  estimated 
$355  million. 


Robert  Addison  Day  -k 

Money  management;  inheritance.  LA. 
49.  Married,  3  children.  Grandson  of 
Superior  Oil  founder  William  M. 
Keck  on  mother's  side;  of  Addison 
Day,  president  Los  Angeles  Gas  Co., 
on  father's  side.  Claremont  McKenna 
College  1965.  Salesman  for  broker 
White  Weld;  started  small  money 
management  firm.  In  1972  started 
Tru«t  Co.  of  the  West;  capital  $1.5 
million.  Firm  grew  fast  finding  profit- 
able niches:  growth  stocks,  Latin  se- 
curities, etc.  Today  manages  diversi- 
fied $45  billion.  "There  are  only  two 
kinds  of  players  in  this  game — win- 
ners and  losers.  My  grandfather  al- 


ways said  5%  of  the  geologists  discov- 
er 95%  of  the  oil."  His  35%  or  so  ol 
firm,  inheritance,  other  investments, 
believed  worth  $350  million. 


Robert  Boisseau  Pamplin  Sr. 
Robert  Boisseau  Pamplin  Jr. 
and  family 

Textiles.  Robert  Sr.:  Portland,  Ore 
81.  Married,  1  son.  Once  penniless, 
rose  to  CEO  of  Georgia-Pacific.  O 
day  of  forced  retirement,  boug 
Portland's  Ross  Island  Sand  &  Grav* 
el — base  for  today's  $697  million 
(sales)  R.B.  Pamplin  Corp.,  with  14 
textile  mills:  "It's  not  that  we  were 
particularly  interested  in  textiles,  it^ 
that  they  were  more  under\'alucd 
than  anything  else.  I  believe  we  have 
responsibility  to  use  our  God-give 
talents,  and  that's  why  I  didn't  wa 
to  retire  at  65."  Only  son  Bob  Jr 
Lake  Oswego,  Ore.  51.  Married, 
daughters.  Ordained  minister,  gav 
speech  at  Pentagon  on  ethics;  run 
firm  with  father.  Beat  cancer.  Holds  8 
earned  degrees,  including  2  doctor- 
ates. Donates  about  10%  pretax  cor- 
porate net  to  charit\';  father,  son  a\'id 
hunters.  Fortune  estimated  at  over 
$700  million,  perhaps  well  over. 

Laszlo  Nandor  Tauber 

Real  estate.  Potomac,  Md.  78.  Di- 
vorced, remarried;  2  children.  Born 
Budapest;  champion  g}'mnast,  medi- 
cal school.  Escaped  Nazi  labor  camps 
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n  second  try.  "I  just  walked  away 
ne  day."  To  U.S.  1947,  set  up  medi- 
il  practice.  Dreamed  of  own  hospi- 
il,  surgeon's  income  not  enough, 
irst  project:  apartment  building  on 
9,500  lot.  Switched  to  offices,  most- 
■  for  U.S.  government;  initial  low 
;nt  to  win  hid,  raised  on  re-lease, 
ventually  Uncle  Sam's  biggest  land- 
)rd.  Built  Jefferson  Hospital,  Alex- 
idria,  Va.  Now  much  real  estate 
•  .C,  NYC,  Va.,  Md.  Planning  private 
BIT  for  estate  liquidity.  Lost  $26 
lillion  (appealing)  to  Salomon 
ros.  in  currency  trading  flap.  With 
;al  estate  weak,  estimated  over 
350  million. 


.obert  Einar  Petersen 

ublishing.  Beverly  Hills.  67.  Mat- 
ed. Son  of  Calif  auto  mechanic; 
orked  as  short-order  cook,  pumped 
is;  turned  car  hobby  into  magazine 
ith  $400,  partner.  Hawked  Hot 
od  for  25  cents  at  races  1948. 
ought  out  partner  1950.  Expanded 
etersen  Publishing  to  17  monthlies 
viotor  Trend,  Guns  &  Ammo,  Skin 
'iver,  etc.),  5  bimonthlies.  Bought 
3ort  Magazine  1988.  First  man  to 
ig  polar  bear  with  revolver,  1965: 
It  was  shoot  or  be  fatally  mangled." 
ursues  what  he  publishes — "Except 
)r  Teen."  Will  open  $15  million 
etersen  Automobile  Museum,  LA, 
txt  summer.  "We're  a  good  medium 
)r  a  lot  of  what  advertising  is — beer, 
garettes,  cars,  all  diose  good 
lings."  Net  worth  estimated  over 
350  million. 


race  Kovner 

rading.  NYC.  48.  Married,  3  chil- 
ren.  Writer's  block  on  Har\'ard  po- 
cical  science  dissertation.  Drifted  6 
jars:  drove  cab,  studied  harpsichord 
Juilliard.  At  31  sought  steady  work: 
»ent  year  reading  textbooks,  report- 
ily  used  $3,000  MasterCard  line  to 
:gin  commodities  trading.  Macie 
J:0,000  on  third  trade;  didn't  hedge, 
ist  $23,000  in  hours.  "I  thought  1 
id  blown  my  career."  Joined  Com- 
lodities  Corp.,  learned  from  veteran 
[ichael  Marcus.  Started  Caxton 
?83.  Stunning  returns:  87%  in  1985, 
8%  in  1987.  But  early  1992  a  down- 
•;  investors  pulled  out  $250  million, 
ovner  has  last  laugh:  ended  year  up 
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MIRROR,  MIRROR,  ON  THE  WALL, 
WHICH  IS  THE  BEST  HOTEL  OF  ALL 


"We  Didn't  Invent  Service,  We  Perfected  It." 


800  221-4982 

Or  call  your  travel  professional. 

A  member  o( 

36  Central  Park  South,  New  York,  NY  10019  212-371-4000 

Helmsky  Hotels  in  New  York:  The  New  York  Helmsley,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


SITTING  ON  A 
TAX  WRITE-OFF? 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide  to 

learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 


p.  O.  Box  3021 ,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today. ..student  opportunity  tomorrow 


VanKampenMerritf 


HOW  DO  YOU  FIND  HIGH 
INVESTMENT  INCOME  WITH  A 
PROVEN  XBM:K  RECORD? 


Merritt 

Comment 
fund 


DIRECTION. 


When  you're  saving  for 
retirement  or  a  college 
education,  you  need  an 
investment  you  can  rely  on  to  reach  your  goal. 

The  Van  Kampen  Merritt  U.S.  Government 
Fund  is  a  proven  performer.  It  invests  primarily  in 
securities  considered  to  be  the  safest  available- 
those  backed  by  the  U.S.  Government.  Compared 
to  similar  investment  choices,  the  Fund  has 
consistently  provided: 


•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Ask  your  investment  representative  for  an 
investor's  brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 

Or,  call  direct:  I'SOO-DIALVKM  ext.  1208 
(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merritt" 

Investing  With  A  Sense  Of  Direction^ 


The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio,  not  to  the  shares  of  the  Fund.  As  of  6/30/93, 4.99%,  9.90%  and 
1 1.42%  are  the  Class  A  shares  1  year,  5-year  and  Life  of  Fund  (inception  5/27/84)  average  annual  total  returns;  3.58%  is  the  Class  B  shares 
Life  of  Fund  (inception  8/24/92)  cumulative  total  return.  Calculations  include  reinvestment  of  all  distributions  and  payment  of  the  sales  charge 
(4.65%  maximum  for  Class  A  shares  and  up  to  4%  for  Class  B  shares.)  The  principal  value  and  investment  return  of  Fund  shares  will  vary  with 
market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time  of  purchase.  Past  performance  is  no  guarantee  of  future  results. 
®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  inc. 
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2%,  closed  $1.25  billion  funds  to 
:w  investors.  His  personal  total  rc- 
irn  over  years  estimated  at  $350 
lillion  or  more. 


imes  McGlothlin  and  family 

oal.  Bristol,  Tenn.  53.  Divorced, 
married;  1  daughter,  6  stepchil- 
ren.  Law  school  William  Sc  Mary. 
Hiile  lawyer,  ran  small  restaurant 
Lisiness.  Founded  United  Coal  Co. 
?70,  coal  strip  mine  with  1 1  employ- 
es; added  mines  during  energy  crisis, 
ept  down  risks,  costs:  nonunion 
3ntract  labor;  long-term  contracts 
bm  utilities,  steel  companies;  mines 
tuated  on  rail  lines.  Among  lowest- 
DSt  U.S.  producers.  Recently  added 
il  and  gas,  real  estate,  financial  ser- 
[ces.  Sold  one  coal  division  1992. 
Iso  makes  removable  walls;  owns 
□If  courses/developments.  Shares 
Dmpany  with  father,  cousin.  Wife: 
If  you  want  to  see  him,  you  have  to 
:ep  up  with  liim."  Estimated  net 
orth  $350  million  or  more. 


ndrew  Jerrold  Perenchio 

v,  films.  Bel  Air,  Calif.  62.  Twice 
ivorced,  3  children.  Son  of  Fresno 
ntner.  Attended  UCLA;  catered  frat 
arties.  Joined  MCA  1958;  founded 
ilent  agency  1963;  landed  Liz  Tay- 
)r,  Marlon  Brando.  With  Norman 
ear  1974  created  All  in  the  Family, 
mbassy  Pictures.  Sold  1985  to 
ioca-Cola.  Bought  Loews  theaters 
)r  $160  million,  sold  1986  to  Tri- 
tar  Pictures  for  reported  $300  mil- 
on.  With  Charles  Dolan,  Robert 
ass  (see  both),  failed  bid  for  Time 
989.  With  Mexico  billionaire  Azcar- 
Lga,  Venezuela  billionaire  Cisneros 
rothers,  bought  Univision,  Hall- 
lark's  (see  Donald  Hall)  U.S.  Span- 
h  TV  network  1992.  ''He's  .  .  .  al- 
ays  been  a  gambler,  and  he's  been 
ght  most  of  the  time."  Estimated 
)me  $350  million. 


^atsumasa  (Roy)  Sakioka 
nd  family 

eal  estate.  Costa  Mesa,  Calif.  94. 
larried,  6  children.  Very  low  profile, 
oungest  in  family  of  6,  emigrated 
om  Japan  1916;  eventually  natural - 
;ed.  Tenant  farmer,  to  internment 
imp  WWII.  Afterward,  tired  of  pay- 
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If  The  Towels  Are  Oversized, 
EXTRA  Soft  &  fluffy,  It  Must  be 
A  helmsley  hotel 


I 


"We  Didn't  Invent  Service,  We  Perfected  It." 
THE  NEW  YORK 


HOTEL 


800  221-4982 


Or  call  your  travel  professional. 

212  East  42nd  Street,  New  York,  NY  10017  212-490-8900 

Helmsley  Hotels  in  New  York:  The  Helmsley  Park  Lane,  The  Helmsley  Middletowne, 
The  Helmsley  Windsor,  The  Helmsley  Carlton  House. 


Arthritis  can  be  cruel 
to  tlie  kindest  hands. 


These  are  the  hands  that  arranged  summer  flowers, 
straightened  many  ties  and  comforted  the  crying  child.  They 
also  are  the  sometimes  painful  and  swollen  hands  of  a  person 
with  arthritis.  You  don't  have  to  let  arthritis  be  a  part  of  getting 
older  that  you  just  accept.  Early  treatment  can  help.  Call  your 
local  Arthritis  Foundation  chapter  or  1-800-283-7800. 

A 

ARTHRmS 

FOUNDATIONa 
ybw  Source  for  Help  and  Hope  IS 


OVER  $30p.000.000 


ing  rent,  started  buying  farmland, 
1946.  Low  down  payment  but 
worked  oft  mortgages.  Good  eye  for 
location,  canny  at  getting  lowball 
prices.  Expanded  1950s.  California's 
creeping  development  followed. 
Some  LA,  Orange  County  fields  now 
$1  million/acre;  2,600  agricultural 
and  commercial  acres  in  Ventura 
County.  Land  now  virtually  debt  free. 
Grandson  George  primary  family 
spokesman;  tight  Japanese-American 
family  very  loyal  to  Roy.  Estimated 
worth  at  least  $350  million. 


Hairy  Lebensfeld 

uis.  Inc.  NYC.  89.  Divorced,  1  daugh- 
ter. Grew  up  in  Brooklyn.  High 
school  dropout,  joined  father's  fiarni- 
ture  company.  Began  uis  1945  with 
purchase  of  small  desk  manufacturing 
company  Shelbyville,  Ind.  Bought 
more  small  companies  with  growth 
potential.  Eventually  assembled  17, 
some  turnarounds — Necco  wafers, 
window  manufacturer,  auto  parts — 
but  claims  preference  for  keeping 
management:  "If  something  seems  to 
work,  it  makes  sense  to  keep  on  doing 
it."  Revenues  1992,  $716  million. 
Still  chairman,  CEO  of  lean  operation: 
15  employees  in  New  York  headquar- 
ters. Son-in-law  Richard  Pasculano 
executive  VP.  Owned  through  trust 
for  descendants  believed  worth 
around  $350  million. 


Sydney  Mark  Taper  and  family 

First  Charter  Financial.  Beverly  Hills. 
92.  Widowed,  3  children.  Warsaw- 
born  (on  Christmas  Day),  educated  in 
England.  Sold  candy  to  classmates  as  a 
child.  Bought  residential  real  estate 
firm  age  27,  built  homes  in  England 
during  Depression.  "Retired"  at  37, 
in  1938;  moved  to  Calif  with  about 
$1.5  million  to  avoid  war;  real  estate 
skills.  During  war  built  Gl  housing; 
quit  business  again.  Witnessed  Calif 
economy  booming,  founded  First 
Charter  s&L  1955;  took  public  1959. 
Closely  controlled  by  frugal  Taper: 
"In  England  we  despised  waste. 
Waste  was  evil."  Grew  to  third-largest 
thrift.  Merged  with  Financial  Corp.  of 
America  1983.  Cashed  out;  personal 
investments  believed  worth  over 
$350  million.  Last  retirement? 


Frederick  Wallace  Smith 

Federal  Express  Corp.  Memphis.  49. 
Divorced,  remarried;  10  children. 
Sufi^ered  from  crippling  bone  disease 
until  age  10.  Decorated  Vietnam  Ma- 
rine commander,  pilot.  Proposed 
overnight  mail  earned  "C"  from  Yale 
economics  professor.  Used  his  inheri- 
tance ($3.2  million)  and  family's  ($8 
million)  to  start  Federal  Express 
1973.  Built  whole  network  with  $70 
million  venture  capital  before  mailing 
first  package.  Went  public  1978.  Now 
operates  465  aircraft,  31,000  com- 
puter- and  radio-equipped  vehicles  in 
185  countries,  94,000  employees. 
Revenues  1993  fiscal  year  $7.8  bil- 
lion. Delivers  1.7  million  packages 
each  workday.  Director  at  St.  Jude 
Children's  Hospital,  Memphis.  Re- 
cently revised  grade:  $350  million. 

Seymour  Gohn 

Real  estate.  Palm  Beach  County,  Fla. 
82.  Widowed,  2  children.  Great- 
grandparents  left:  Germany,  setded 
NYC  1860s.  Dabbled  in  real  estate, 
found  familial  calling.  Seymour  quit 
Rutgers,  joined  uncle's  firm  1931, 
rented  space  in  fish  district.  Persuaded 
brother  Sylvan  Lawrence  to  join  him 
in  new  firm  1946.  Took  chances; 
scrambled,  saved  commissions, 
bought  properties;  parlayed  into  low- 
er Manhattan's  largest,  if  unglamor- 
ous,  real  estate  empire:  about  12  mil- 
lion square  feet  oftice  space  at  peak. 
Suave  Sylvan  directed  firm  until  death 
1981;  many  holdings  later  sold  for 
$800  million.  Currently  little  or  no 
debt.  Seymour's  half  of  family  fortune 
estimated  $350  million. 


James  K.  Schuler  if 

Schuler  Homes.  Honolulu.  55.  Di- 
vorced, remarried;  4  children.  Native 
of  British  Columbia,  to  Hawaii  1956; 
father  Carl  a  general  contractor. 
Worked  way  through  U.  of  Utah  as 
summer  carpenter  in  Calif.  Started 
architectural  firm  Orange  Count)', 
Calif.  1961.  Designed  basic  "plain 
jane"  housing.  Back  to  Hawaii  1967. 
Worked  for  other  developers,  became 
CEO  Shelter  Corp.  in  1970.  Parent 
company  folded  1973;  finally  started 
own  James  K.  Schuler  Associates:  re- 
sort projects,  beachfronts,  golf 
courses.  Early  1980s  recession,  sky- 


high  interest  rates  opened  eyes:  lo\| 
end  housing  was  his  future.  No 
housing  classified  "affordable"  li 
government.  Demand:  "There's  r| 
ceiling."  Public  1992;  his  shares  r* 
cently  $345  million. 

Barry  Diller* 

Qvc;/HSN  stock.  NYC,  I.A,  etc.  51 .  Sin 
gle,  no  children.  Dad  in  Californ 
homebuilding.  UCLA  dropout;  to  Wii 
Ham  Morris  Agency  1963.  In  th 
agency's  LA  bureau  when  now-buda 
David  Geften  ( which  see)  in  NYC  oftict 
Pored  over  deal  files  for  Elvis,  Kathai 
ine  Hepburn,  etc.  Through  goo 
friend  Mario  Thomas  got  hired  at  AB 
TV;  by  26  head  prime-time  progran 
ming:  pioneered  movie  of  the  weel 
miniseries.  At  32  head  of  Paramoun 
hired  Michael  Eisner  (which  see).  Le: 
1984  to  build  "foredoomed"  Fo 
Network.  To  QVC  Network  1992 
proposed  merger  with  Home  Shop 
ping  and  recently  bid  for  Paramouni 
stock,  options  estimated  over  $34| 
million.  Demanding,  reportedl 
short-tempered:  "I've  never  thrown 
telephone  at  anyone  in  my  life." 

Charles  Allen  Jr. 
Herbert  Allen 

Herbert  Anthony  Allen  ' 

Stock  market,  real  estate.  NYC.  Char 
lie:  90.  Divorced,  remarried;  3  chil 
dren  by  first  wife.  Brother  Herbert 
85.  Widowed,  remarried;  2  children 
Herb's  son,  Herbert  A.:  52.  Di 
vorced,  remarried;  4  children.  Charlit 
considered  among  alltime  canny  iiii 
vestors.  Raised  in  Manhattan  tene 
ment,  high  school  dropout.  Wal 
Street  runner  age  15;  with  2  phonc 
and  $1,000  started  bond  trading  agi 
19.  Herbert  joined  1928.  Pair  made 
and  lost  first  million  by  1929.  Herb'; 
shrewd  trading  kept  firm  afloat  dur 
ing  Depression.  Since  1930s  invest 
ments  in  small,  unlikely,  cheap  ven 
tures  paid  ofi^.  Charlie's  most  famou; 
coup:  $1  million  into  Syntex  late 
1950s;  recently  worth  over  $400  mil 
lion.  Invested  hea\'ily  with  big  rea 
estate  developers:  A.A.  Taubman. 
NYC's  Bernard  Mendick,  Chicago's 
Arthur  Rubloff";  most  ventures  sold. 
Herbert  A.  joined  1962.  Against  el- 
ders' advice  bought  6%  Columbia 
Pictures  1973,  made  $40  million  sell- 
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Before  you  buy  a  plain  paper  fax, 
take  a  look  at  our  shopping  list 


"^anon's  reputation  for 
equality  has  always  put  our 
lin  paper  fax  at  the  top  of 
^ryone's  Hst.  But  now  there's 
e  more  reason  to  make  the 
in  fax  your  #1  choice:  Value. 
If  you  buy  any  Canon  Laser 
ass™  700  Series  FAX  from 
3tember  1-November  30, 1993 
rticipating  Canon  authorized 
alers  will  throw  in  a  special 
ckage  with  the  extras  you  want 
)st:  More  memory,  more  service 
d  completer  connectivity, 
i  All  tha|t,  plus  Canon's  built-in 
vantages!.  Exclusive  image  pro- 
ising  anc(  laser  printing  technology 


'  heater  economv. 

improved  operal  ^^^^j^ 
.Freccompuwm«^^(t«are 

regular  pnce. 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second* 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridge 
that  allows  you  to  easily  replace 
everything  that  can  wear  out  in 
the  printing  process. 

Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait.'  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Official  Facsimile  of  ^ 

WorldCup[)S.m- 
™    and  U.S.  National  Team 

I  dealer  prices  may  vary  Canon  u  S  A  does  not  warrant  or  endorse  third  party  fax  software.  Memory  upgrade  not  available  on  FAX-L790 
outer  Interlace  not  available  on  FAX-L700/  L790  'Based  on  CCITT  #1  ctiart  iD  1993  Canon  U  S  A  ,  Inc 


Canon 


OVER  $300,000.000 


ing  part  to  Coca-Cola  1982,  $70 
million  selling  rest  to  Sony  1989. 
Allen  &  Co.  highly  secretive,  entre- 
preneurial; partners  bill  each  other  for 
time.  Major  stakes  in  numerous  start- 
ups. Aliens'  shared  fortune  estimated 
above  $1  billion. 


Russell  Solomon 

Tower  Records.  Sacramento.  69. 
Separated,  2  sons.  "A  hippie  who 
learned  to  run  a  business."  High 
school  truant;  junior  college  dropout. 
Worked  in  dad's  Sacramento  tirug- 
store — went  broke  first  time  on  own. 
Opened  record  store  Sacramento 
1960.  Opened  San  Francisco  store 
1968,  then  largest  in  U.S.  Simple 
concept:  huge  store,  huge  selection. 
Now  national;  also  England,  Japan, 
Taiwan.  Expanding  video,  record 
stores  together:  better  margins  with 
video.  Also  Tower  Books.  Store  man- 
agers at  all  stores  allowed  to  pick  some 
stock.  "There  are  more  than  300 
buyers  out  there  instead  of  1  or  2." 
Sales  are  "'about  $700  million."  Solo- 
mon big  buyer  of  contemporar)'  art. 
His  company  is  estimated  at  around 
$330  million. 


Anne  Windfohr  Marion 

Inheritance.  Fort  Worth;  Greenwich, 
Conn.  54.  Thrice  divorced,  remarried 
(to  Sotheby's  Chairman  John  Marion); 
1  daughter.  Great-grandtather  Burk 
Burnett  began  tamed  6666  ranch  as 
21 -year-old  cowboy.  Started  widi  sev- 
eral acres,  100  catde;  eventually 
amassed  448,000  acres  in  west  Texas. 
Later  discovered  "black  gold"  under- 
neath. Anne's  mom,  "Big  Anne,"  con- 
trolled estate  until  death.  Was  player  in 
oil  and  weddings:  married  4  times, 
lastly  to  Charles  Tandy,  founder  Tandy 
Corp.  ( Radio  Shack).  Oil,  land  to  "Lit- 
tle Anne,"  product  of  second  marriage. 
Keeps  up  Burnett  traditions:  runs  com- 
pany, collects  land,  oil  royalties,  art. 
Avid  hunter  quail  and  doves.  Directs 
Tandy  Foundation.  Estimated  worth 
over  $330  million. 


Edmund  Wattis  Littlefield 

Utah  International.  79.  Burlingame, 
Calif  Married,  3  children.  Grandson 
of  E.O.  Wattis,  cofounder  ui  (major 
coal  producer).  Water  boy  for  ui  con- 


Henry  Kravis  and  Carolyne  Roehm 
in  happier  days 

A  premier  1980s  society  couple  is 
breaking  up.  How  big  a  cut  will  the 
trophy  wife  get  of  KKR  profits? 


stniction  crew  Ogden,  Utah  age  14. 
Stanford  M.B.A.  1938;  Phi  Beta  Kap- 
pa. UI  general  manager  1958;  retiised 
to  hire  relatives  of  big  stockholders: 
"The  company  needed  to  be  man- 
aged professionally."  GE  director 
1964  to  retirement  1986;  Ul  merged 
with  GE  1976.  Management  princi- 
ples: "integrirv'  and  sound  judg- 
ment." Believes  management  "main 
ingredient"  to  successtlil  business. 
Stanford  graduate  management  cen- 
ter named  for  him.  Golfer,  game  bird 
hunter,  fly  fisherman.  Active  civic  af- 
fairs. Wattis  fimily  holdings  worth 
$1.8  billion.  Edmund's  GE  stock,  etc., 
$330  million. 


Sheldon  Henir  Solow 

Real  estate.  NYC.  65.  Married,  2  sons. 
Went  out  on  a  limb  to  build  1.5- 
million-sq.-ft.  Manhattan  skyscraper 
1972:  "We're  in  barracuda  land.  You 
can  only  get  away  widi  this  once." 
You  only  have  to  get  away  with  it 
once:  9  West  57th  Street,  NYC's  "bell- 
bottom"  building  with  sloping  glass 
sides  and  catchy  red  "9"  sculpture  on 
sidewalk,  considered  one  of  best  in 
cit)'.  Gets  premium  rents  for  great 
location,  park  views.  Also  has  some 
lesser  Manhattan  office  space  and  resi- 


dential properties.  Known  as  fien 
negotiator:  "He's  an  impossib 
man."  Respected  collector  of  model 
art.  Press-shy.  Net  of  known  deb 
worth  an  estimated  $330  millioj 
mostlv  from  9  West  57th. 


Charles  R.  Schwab  ★ 

Discount  broker.  Atherton,  Calif  5 
Divorced,  remarried;  5  childre 
Born  Sacramento.  Stanford  M.B./ 
1961.  Started  investment  ncwslette 
then  small  mutual  fi.md  1967,  sold  at 
loss.  Traditional  brokerage  1971.  I 
1974,  made  Charles  Schwab  Co.  di 
count  broker  "...  so  you  can  dm. 
some  guy  who  has  a  very  clear  intcrc 
in  converting  your  capital  into  pc 
sonal  income."  Today  has  2.3  millic 
customers,  over  200  branches.  Pic 
neered  No  Transaction  Fee  Mutu 
Fund  1992,  drew  $5  billion.  Als 
automatic  dividend  reinvestmen 
Dyslexic.  Chairman  Parent's  Educ 
tion  Resource  Center,  San  Matet 
Calif  for  parents  of  learning-disable 
children.  Other  civic  activities.  H 
shares,  other  assets,  recently  won 
$330  million. 


John  Jay  Moores 

BMC  Software.  Sugar  Land,  Tex.  4" 
Married,  2  children.  U.  of  Houstoi 
Married  high  school  sweetheart  at  1" 
Attended  law  school  together,  but  ' 
learned  1  didn't  want  to  be  a  lawyer. 
Discovered  programming,  wro^ 
mainframe  speedup  software.  Went  i 
market  on  own  1980.  Gave  emplo; 
ees  stock;  took  BMC  public  1988. 
got  people  to  focus  on  the  bottoi 
line."  Now  retired:  tennis,  skiing,  f 
fishing.  Sold  most  of  stock.  With  wif 
gave  $71.92  million  to  alma  mate 
also  $11.7  million  to  River  Blindne: 
Foundation  (fights  dangerous  trop 
cal  parasite).  "Nobody  wants  to  di 
wealthy.  It's  a  hell  of  a  lot  more  ftin  I 
give  it  away  and  see  what  happens. 
Still  believed  worth  $330  million. 
ne\'er  envisioned  anything  like  this." 


Jesse  Mack  Robinson 
and  family 

Banking  and  insurance.  Atlanta.  7( 
Married,  2  daughters.  College  dro^ 
out,  used  car  salesman,  built  chain  ( 
auto  finance   companies.  Finance 
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THE  RYDER  USED 
TRUCK  WARRANTY. 

RECAUSEWE 
WOULDN'T  SEU  YOU  A 
TRUCK  WE  COULDN'T 
STAND  REHIND. 


Mo  one  else  offers  you  Ryder's  maintenance  program  in  the  industry 
que,  30-day  limited  warranty.  With  check  up  after  check  up. 

at's  because  no  one  else  offers  you    Inspection  after  inspection.  Regularly 

d  trucks  that  f  1  |     i  scheduled  andper- 

i^LLJi:  iiinni  formed  to  make  sure 


e  been  spec'd 
I  maintained 
'  Ryder's. 


3  every  one  of  our  used 
trucks,  tractors,  and 


Call  1-800-USED-TRK,  ext.  94, 
today  We'll  find  you  the  used  vehicle 
that  fits  your  needs.  We'll  help  quali- 
fied buyers  with  financing.  And  we'll 
show  you  why  no  one  else  backs  their 
used  trucks  like  we  back  Ryder's. 


^rom  the  day  each  brand  new  vehi-     trailers  stays  in  superior  condition, 
joins  our  fleet,  it  goes  on  the  most    And  that  it's  Ryder  Road  Ready 
|)rous,  carefully-designed  preventive   before  it  goes  on  the  market. 


TJie  standard  of  the  industry. 


OUER  $300,000,000 


Yves  Saint  Laurent  1960;  sold  1966 
for  $1  million.  "One  doesn't  always 
keep  the  right  things."  Became  Wal- 
Mart-like  banker:  bought  or  opened 
22  banks,  mostly  small-town,  often 
only  banks  around.  Acquired  interest 
in  Wachovia  Bank.  Later  became  one- 
man  miniconglomcrate:  lumber 
mills,  insurance.  Heart  attack  1986 
prompted  slow  sale  of  businesses. 
Racehorse  breeder,  golfer.  Hopes 
daughters  and  son-in-law  will  succeed 
him;  son-in-law  big  part  of  firm.  Mack 
recently  bought  stake  in  Bull  Run 
Corp.  Banking,  other  interests  esti- 
mated $325  million. 


Frank  Lyon  Jr.  and  family  it 

Family  conglomerate.  Little  Rock, 
Ark.  52.  Married,  2  stepchildren. 
American  family  success  story.  Frank 
Sr.,  now  83,  a  courtly  Southerner, 
started  as  door-to-door  suit  salesman, 
later  made  equal  money  as  youngest 
district  manager  General  Foods.  In 
1942  into  business  for  self;  became 
RCA  distributor;  in  1970s  made  sweet- 
heart deal  with  Wal  Mart.  Coca-Cola 
bottling  plant,  bought  1969,  became 
Arkansas'  largest.  Sold  to  Coke  1989: 
at  least  twelvefold  gain.  Most  pro- 
ceeds turned  over  to  Jr.  (Harvard 
Business  School,  1967)  in  1989  after 
son  battled  cancer  of  liver  and  spleen; 
says  in  remission.  Added  along  way: 
local  bank,  buildings,  11,000-acre 
sportsman's  paradise  and  working 
farm  Wingmead.  t!,stimated  net  worth 
of  $325  million  or  more. 


Philip  Evan  Kamins  ir 

Plastics,  chemicals.  Beverly  Hills.  57. 
Married,  4  children.  Born  Chicago. 
Father  and  mother  divorced  when 
Philip  was  12;  he  worked  to  help 
support  family.  At  16  landed  job  with 
H.  Muehlstein,  plastics  scrap  dealer. 
Took  night  classes  in  finance.  North- 
western; never  graduated.  Trans- 
ferred to  LA  1957;  left  1960,  started 
partnership.  Dissolved  1963,  formed 
Kamco  Plastics  with  wife,  brother, 
now  PMc;,  Inc.  Grew  via  acquisitions 
specialty  chemicals,  commodity'  plas- 
tics. Called  "bottom  fisher."  Origi- 
nally gave  equity  positions  to  manag- 
ers as  incentive  but  switched  1986  to 
cash  for  performance.  Now  owns 
100%.  Called  good  manager  who  lets 
executives  run  their  divisions.  PMC 
estimated  $325  million. 


George  Joseph  -A 

Mercury  General  Corp.  LA.  71.  Mar- 
ried, 5  children.  Born  W.  Va.  Army 
Air  Corps  WWII.  Harvard  1949.  Life 
insurance  salesman;  started  property' 
and  casualty  agency.  In  1962  founded 
Mercuiy  General  for  area  other  LA 
insurers  shied  from:  auto.  Focused  on 
personal,  not  commercial,  vehicles; 
aggressive  investigating  suspicious, 
fraudulent  claims.  Grew;  took  public 
1985;  now  California's  seventh-larg- 
est auto  insurer,  largest  dealing  only 
with  independent  agents.  Expanding 
to  Atlanta  and  Illinois.  Revenues 
$515.3  million  1992.  Active  in  indus- 
try affairs.  Despite  $45.8  million  in 
rebates  under  Calif's  Proposition 


s  CarlPohlad 
The  baseball 
owners  are  slug- 
ging it  out  over 
revenue  sharing 
between  the 
haves  and  the 
have-nots.  Can 
George  Steinbren- 
ner  be  convinced 
to  share  his  N.Y. 
Yankees  reve- 
nues with  small- 
market  teams 
like  Pohlad's  Min- 
nesota Twins? 


103,  stock  riding  high.  His  si 
recently  $325  million.  Wife  GU 
director,  has  own  shares  worth  $ 
million. 


Peter  Ackerman 

Junk  bonds.  London.  46.  Marric 
sons.  Colgate,  Fletcher  School  of 
and  Diplomacy  (Ph.D.).  Jo 
Drexel's  junk  bond  group  197 
analyst;  miscast  academic  swam  ' 
sharks,  became  "sleek,  blue-sii 
TurnbuU  &  Asser  deal  machii 
Promoted  to  Michael  Milken's  spi 
projects  man  1981.  As  kkr's  ke^ 
vestment  banker,  got  $165  millic 
salary  and  bonus  in  1988  largely 
role  in  rjr  Nabisco  takeover.  W' 
well-timed  retreat  to  London, 
before  Drexel  bankruptcy.  B 
called  "Strategic  Non-Violent  ( 
flict:  The  Dynamics  of  People  in 
Twentieth  Century,"  due  out 
month.  Still  holds  stakes  in  dozer 
Drexel  partnerships,  even  afi:er  al 
edly  paying  out  some  $80  millio 
civil  settlement,  still  believed  w 
$325  million  or  more. 


Cyril  Wagner  Jr. 
Jack  Brown 

Partners.  Oil,  investments.  Midi 
Tex.  Wagner:  59.  Divorced,  rer 
ried;  5  children.  Brown:  68.  Man 
3  children.  Geologist  Wagner,  e 
neer  Brown  formed  oil  and  gas  f 
nership  1962.  Complementary  f 
ners:   built  oil  reserves,  predi 
1980s  oil  collapse,  diversified 
plastics,  equipment.  With  T.  Be 
Pickens  made  failed  Gulf  bid  1^ 
$70  million  profit.  Also  took  rui 
Unocal,    Phillips  Petroleum, 
Corp.  "Brown  knows  a  good 
when  he  sees  it.  Wagner  knows  I 
to  sell  it."  Bought  Insilco  Corp.  1 
for  $813  million,  which  later  v 
into   Chapter   11,   emerged  / 
1993.  Took  heavy  hit  on  $100 
lion  Insilco  investment,  now  w 
$1.75  million.  Today  Wagner 
Brown's  primary  focus  is  oil  and 
With  Texas  drying  up  at  recent  pr 
currently  thinking  globally:  exerci 
exploration  rights  in  Australia, 
gland,  Paris  Basin  (France,  notTe? 
Want  outside  partners  to  help  fini 
drilling,  reduce  risk.  Highly  secre 
Brown  likes  sailing;  Wagner 
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Our  ideas  are 
helping  power  an 
enei^  plant 

;        When  Falcon  Seaboard 
Resources,  Inc.  needed  help 
financing  a  new  cogeneration 
plant  under  a  tight  credit 
environment,  ive  provided  the 
financial  fuel.  Our  Transportation 
and  Industrial  Funding  Business  custom-tailored  a  unique  package,  when  others 
could  not,  which  met  their  needs  and  enabled  the  project  to  go  forward  quickly. 


At  GE Capital,  were 23 diversified  businesses 
And  right  now  one  of  them  has  the . 
industry  knowledge  it  takes  to  meet 
your  next  challenge.  If  youre 
looking  for  a  strong  financial 
partner,  call  1-800-243-2222. 
We  \l  ivelcome  the  opportunity 
to  put  our  energy  to  work  for  you. 


GECapital 

Our  Business  Is  Helping  Yours. 


"Accutrade 

represents 
real  value  to 
the  investor." 

— Randall J.  Thompson,  President 

Compare  SERVICE: 

■  Enter  orders  24  hours  a  day* 

■  Fast,  accurate  executions 

■  Timely  confirmations  of  trades 

■  Receive  stock  quotes  24  hours  a  day 

■  SIPC  account  protection 

■  $2.5  milUon  additional  protection 

■  Brokers  available  to  assist  you 

Compare  PRICE: 

MM  per  share  regardless  of  stock  price 

■  $48  minimum  commission 

■  No  hidden  fees 

■  $5,000  minimum  equity  to  open  account 


1000  shares 
of  a  $20  stock 

2000  shares 
of  a  $20  stock 

Dean  Witter 

$424 

$652 

Merrill  Lynch 

260 

400 

Charles  Schwab 

144 

188 

Waterhouse 

112 

175 

Accutrade 

$48 

$60 

Phone  comparison  done  2/26/93 


For  free,  no-obligation  information,  call  toll-free 

1-800-592-4600 


1822  Douglas  Street  •  Omaha,  Nebraska  68102 

MEMBER  NASD  /  SIPC 

♦Orders  executed  during  norinid  market  hours.  SIPC  account  protection  is  $5()0,0(X)  with  $100,000  for 
claims  for  cash.  Accutrade®  is  a  registered  trademark  of  First  National  Broker^e  Services. 

RDJ633 


OVER  $300,000,000 


hunting.  Joint  worth  still  an  estimat< 
$650  million  despite  setbacks. 


Kenneth  Eugene  Behring 

Developer.  Blackhawk,  Calif.  6 
Married,  5  sons,  all  in  business.  U. 
Wisconsin  dropout:  football  knee  i 
jur\'.  Made  first  stake  pushing  27  us^ 
cars  bought  for  $900;  later  sold  m 
Lincolns,  Mercun's.  To  Florida  195 
made  $10,000  selling  new  house;  b 
came  developer.  Big  success  buildii 
cit)'  of  Tamarac,  pioneer  Fla.  retir 
ment  community.  To  Calif.  197 
2,800-unit  Blackhawk  ("Peop 
wanted  arrogance  and  he  cornen 
the  market  on  arrogance" ).  Also  Ca 
yon  Lakes.  Big  development  near  S 
atde  highly  profitable  despite  en 
ronmentalists.  Owns  75%  Seattle  Sc 
hawks  (football).  Big  car  collect( 
some  donated  to  University  of  Ca 
fornia  at  Berkeley.  Plannir 
"Achievement"  museum  at  Berkek 
Estimated  $320  million  or  more. 


Michael  Robert  Forman 

Real  estate,  mo\ie  theaters.  58.  1 
Air,  Calif  Divorced,  remarried; 
sons,  daughter  from  first  marriag 
Father  started  drive-in  empire  194( 
bought  vacant  land  for  theaters  ne 
not  yet  completed  LA  freeways:  evei 
tually,  perfect  sites  for  shopping  eel 
ters,  etc.,  appreciated  several  hu 
dredfolci.  Expanded  into  walk-in  th 
aters  around  California,  opened  bo 
t)'pes  Hawaii,  failed  attempt  at  Eur 
pean  drive-ins.  Father  died  198 
Dri\'e-in  business  dropping  off;  lai 
also  used  for  swap  meets.  Michael  v\  ' 
known  but  very  private,  reportcc 
philanthropic.  Handed  active  ma 
agement  of  famih'  money  to  Jim  Cc 
ter,  whose  investment  savvy  hclj 
raise  net  worth  to  estimated  $3 
million  or  more. 


Robert  Alfred  Lurie 

Real  estate,  inheritance.  SP.  64.  F 
vorced,  remarried;  4  children, 
adopted  stepchildren.  Son  of  Louis 
Lurie  (d.  1972),  flamboyant  real  c 
tate,  entertainment  wheeler-deal 
who  purchased,  at  age  14,  a  $1,0( 
printing  plant  in  tlie  Pacific  Norr 
west.  Went  on  to  build  300  buildin 
Chicago,  SF;  produced  Broadway  h 
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ace  at  Last! 

)wing  the  recent  developments  the  prospects  of  peace  seem  to  be  within  our  reach.  New 

enges  and  business  opportunities  have  arisen.  Act  now,  come  explore  the  new  business  benefits. 


HE 

ERUSALEM 
iUSINESS 


{ 

m        L     ■  ■  ■  I 


JERUSALEM  BUSINESS 


lONFERENCE  1993 

usalem,  Israel  -  October  30  -  November  1 

le  presence  of  the  President  of  the  State  of  Israel 
the  Prime  Minister  of  Israel 

;ME  In  a  Changing  Political  and  Economic  Climate,  Israel  is 
ingboard  for  Technological  and  Economic  Opportunities 

ONG  THE  LECTURERS:  Minister  of  Industry  and  Trade  -  Mr.  Micha 

Mayor  of  Jerusalem  -  Mr.  Teddy  Kolek.  Minister  of  Foreign  Affairs  -  Mr.  Shimon  Peres, 
isham  Awartani  -  University  of  El  Nagah.  Mr.  Mario  Conde  -  President  B ANESTO  (Banco 
I  Espaniol  de  Credito),  Mr.  Andre  Azoulay  -  Economic  Advisor  to  Hassan  II.  King  of 
3,  Managing  Director  Koor  Industries  -  Mr.  Benny  Gaon,  Mr.  Michele  Catteli  -  Chicco, 
r.  Marshall  Butler  -  Senior  member  of  the  Board  of  Directors  of  Kyocera  Corp.,  New  York, 
rie  Monique  Stackel  -  President,  France  Telecom  Norh  America,  Minister  of  Tourisim  -  Mr. 
am,  Mr.  Avraham  (Baiga)  Shohat  -  Minister  of  Finance,Mr.  Harvey  M.  Krueger  -  Senior 
ig  Director  -  Lehman  Bros..  New  York,  Mr.  Allen  Rosenshine  -  President,  BBDO.,  New  York, 
I  Drysdale  -  J.  Walter  Thompson,  England.  Mr.  Lewis  Bassat  -  Ogiivy  &  Mather,  Spain,  Mr. 
pher  Powel  -  DDB  Needham  Worldwide,  England,  Ms.  Ruth  Wooden  -  The  Advertising 
New  York,  Mr.  Norman  Vale  -  Director  General,  International  Advertising  Association,  Mr. 
(1  Forbes  Jr.,  New  York,  Mr.  Emanuel  Sharon  -  Chairman  of  the  Board,  Bank  Hapoalim, 
arcus  Ziv,  England,  Mr.  Danny  Gilerman,  President,  The  Federation  of  Israeli  Chamber  of 
ce,  Mr.  Dan  Porper,  President,  The  Manufacturers  As.sociation  of  Israel 

'SION  SPONSORS  Federation  of  Israeli  Chamber  of  Commerce, 
cturers  Association  of  Israel,The  Israel  Advertising  Association,  Koor  Industries, 
Channel  Franchisers,  The  Economic  Forum  Established  by  Mr.  Ted  Arison 

FACTION  NOW.  Put  the  Jerusalem  Business  Conference  1993  on 
^ndar  and  register  now.  The  JBC  1993  is  an  ideal  way  of  promoting  your  interests  in 
jntial  emerging  markets.  Clip  the  coupon  and  send  to: 

!S,  127  Yigal  Alon  St.,  P.O.B.  18041  Tel  Aviv  61180,  Israel, 
:  972-3-6979797,  Fax:  972-3-6917573. 
USA,  Strategy  XXI  Group,  Tel:  (212)  765-2121 

ATED  BY  "GLOBES"  ISRAEL'S  BUSINESS  NEWSPAPER 


SPONSORS 

Ministry  of  Industry  and  Trade 
Ministry  of  Foreign  Affairs 
Ministry  of  Tourism 
Bank  Hapoalim,  Israel's  largest  bank 
The  Municipality  of  Jerusalem 
The  Jerusalem  Development  Authority 

ACT  NOW! 
—  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  . 

Please  register  me  as  a  participant  in  the 
Jerusalem  Business  Conference  1993. 

Name  

Title  

Company  

Address  


Country  _ 

Tel  

Fax;  


OVER  $3qo.ooo,ooo 


(South  Pacific,  West  Side  Story)  ^  mov- 
ies (Tarzan).  Intnncrtcd,  cigar- 
choniping  son  Bob  inhcriicd:  con- 
servative— shuns  debt  and  acquisi- 
tions. Loves  baseball,  but  recently 
sold  his  beloved  SH  Giants  for  $100 
million  when  hopes  for  new  SF  stadi- 
um were  c]uashed  and  he  was  re- 
buffed in  San  Jose  as  well.  Real  es- 
tate weak,  but  is  still  estimated 
worth  $320  million  or  more. 


Willis  Harrington  du  Pont 

Edith  du  Pont  Pearson  and  families 

Inheritance.  Suniving  children  of 
Lammot  du  Pont  (brother  and  key 
associate  of  Pierre;  sec  fa  mi  ly),  presi- 
dent Du  Pont  Co.  1926  40,  chairman 
1940-48;  d.  1952.  Willis:  Palm 
Beach,  Fla.  57.  Married,  3  children. 
Son  of  Lammot's  fourth  wife  (other 
siblings  by  first).  Citrus,  banking  in- 
vestments in  Florida.  Brt)ther  Pierre 
S.  du  Pont  111  (d.  1988)  lost  small 
forttme  backing  mo\'ies,  was  father  of 
Pierre  S.  IV,  former  governor  Dela- 
ware, onetime  presidential  candidate. 
Edith  (Mrs.  George  Burton  Pearson 
Jr.):  Montchanin,  Del.  81.  Widowed, 
remarried;  5  children  by  first  mar- 
riage. Husband  retired  Delaware 
judge.  Edith,  Willis,  with  families  be- 
lieved to  share  fortune  exceeding 
$630  million. 


William  Henry  Cosby  Jr. 

Television,  entertainment.  56.  Am- 
herst, Mass.;  NYc:;  LA;  Philadelphia. 
Married,  5  children.  Grew  up  Phillv, 
quit  Temple  U.  for  comedy.  Within 
year,  on  Tonijjht  Show.  First  black 
costar  network  T\':  /  Spy,  1964:  3 
Emmys.  Then  kid  market:  guest  Sesa- 
me Street,  creator  Fat  Albert  czYtoon. 
Well-paid  pitchman:  Jello,  Kodak, 
etc.  Cosby  Show  1984:  huge  ratings, 
vaulted  nbc  to  first  place.  Syndicated 
reruns  earn  $1  billion;  Cos  gets  one- 
third.  Also  books,  Vegas,  concerts, 
records.  One  failure:  Tou  Bet  Tour 
Life  revival.  Next:  I  Spy  revisited  as 
CBS-TV  movie;  host  of  4  mysteiy  mov- 
ies for  NBC;  pitchman  for  Ser\'ice  Mer- 
chandise. Awarded  Temple  degree, 
U.  df  Massachusetts  Ed.D.;  $20  mil- 
lion to  daughter's  alma  mater  Spel- 
man  College.  Net  worth:  over  $315 
million. 


Robert  Charles  Joseph  Edward 
Sabatini  Guccione 

Penthouse.  NV(  .  61,  Twice  divorced, 
remarried;  5  children.  Brooklyn-born 
accountant's  son.  At  18,  traveled  Eu- 
rope drawing  portraits,  telling  for- 
tunes. With  few  thousand  from  fa- 
ther, started  U.K.  mail-order  sales 
girlie  niagazines,  pinups.  Launched 
Penthouse  London  1965,  U.S.  1969: 
grittier,  more  pubic,  more  European 
than  Playboy.  Later:  Omni,  Longev- 
ity, Four  Wheeler;  bought  Saturday 
Review,  Compute!,  automotive 
trades,  word)'  fantasy  booklets.  Owns 
impressionists,  some  Old  Masters. 
Extravagant  NYC  digs  (silver-tiled 
swimming  pool);  68-acre  estate  up- 
state N.Y.,  NYc:  commercial  property. 
Penthouse  sales  detumescent;  art  on 
rebound;  net  worth  estimated  $315 
million  or  more. 


John  Quentin  Hammons 

Hotels.  Springfield,  Mo.  71 .  Married, 
no  children.  Taught  school,  worked 
on  Alaska-Canada  highway;  Navy 
WWII.  Postwar  began  concrete  prod- 
ucts business;  went  bust  1948, 
$57,000  in  debt.  LIndeterred;  started 
building  apartments,  shopping  cen- 
ters; cleared  debt  in  18  months.  With 


Jerry  Jones  on  Dallas  Cowboys'  sideline 
He  bought  the  losing  team  in  1989 
and  turned  it  around.  Last  year's 
champs  got  off  to  a  slow  start,  but 
are  hoping  for  a  few  good  bounces. 


partner  Roy  E.  Winegardner,  pij 
chased  Holiday  Inn  franchises  begi 
ning  1959.  After  building  31  hot 
sold  for  HI  stock  1970;  kept  on  bui 
ing.  Maintains  88  inns:  79  Holi 
Inns;  9  Embassy  Suites,  building 
more.   Strategy:   situate  hotels 
nonglitzy  cities  that  want  hotel 
convention  center  facilities.  Worl 
even  in  recession.  "The  economy 
not  out  of  bed  yet.  It's  a  teeny  l| 
better,  teeny  with  a  capital  T."  I 
fortune  estimated  a  nonteeny  $3 
million  or  more. 


Nan  Tucker  McEvoy 

Publishing.  San  Francisco.  74.  El 
vorced,  1  son.  Granddaughter  of  Sa 
Francisco  Chronicle  founder  Micha 
H.  DeYoung  (d.  1925).  Family  new 
papers  in  bitter  rivalr\'  with  Hearst 
(which  see),  scandalous  histon'.  Ns 
called  only  liberal  in  family:  form 
Peace  Corps  administrator,  journs 
ist,  founder  abortion  clinic.  Inherit 
largest  share  Chronicle  Publishing  j 
ter  death  of  mother,  Phyllis  de  Your 
Tucker,  family  matriarch  (d.  1988 
Some  shares  to  Nan's  son,  Nic 
Tucker,  editor-in-chief  Chronic 
Books.  Well-liked,  active  chairwon 
an,  heads  family  fortune.  Chronic 
now  6  daily  newspapers,  3  TV  station 
cable.  Her  share  estimated  aroun 
$315  million,  whole  family  estimate 
$885  million. 


David  William  Grainger 

Electrical  equipment.  Skokie,  III.  6i 
Married,  3  children.  U.  ofWis.  Fathj 
William,  electrical  engineer,  startejl 
wholesale  electrical  motor  equipmer 
distributor  1927  in  Chicago  wit 
$6,750.  Generated  sales,  with  siste 
Margaret,  through  mail-order  catalo 
Motorbook,  now  grown  from  8 
pager  to  over  2,700  pp.  General  Cata 
log  still  key  sales  tool.  Took  publi 
1967;  retired  1968.  Onlv  son  Davi. 
W.  joined  1953;  chairman  1968 
Over  370  locations  across  U.S.;  199. 
:sales  over  $2.3  billion.  Also  directo 
Baxter  International.  Ver\'  pri\at£| 
not  known  in  communit)';  ax'oidl 
Wall  St.  analysts.  Grainger  Famill 
Foundation  donated  some  $20  mil 
lion  to  alma  mater.  Estimated  wortl 
at  least  $315  million. 
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Actually,  we  Ve  a  bit  of  both. 


Our  roots  are  in  telephone  operations,  which  give  us  soHd  revenues  and  financial  stability.  At  the  same  time,  otu 
tpansion  into  high  growth  fields  such  as  cellular  and  infomiation  services  has  really  helped  us  take  off. 

The  results:  Forbes  500  ranking.  A  five-year  total  annual  return  of  25%.  And  32  consecutive  years  of  amiual 
ividend  increases. 

I    ALLTEL  Corporation.  For  more  hiformation,  call  us  at  (501)  001-8999. 

CORPORATION 

ALLTEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •  Computer  Power,  Inc.  •  ALLTEL  Supply  •  HWC 


Why  An  Ascot  Chang 
Shirt  Is  One  Of  The 
Best  In  The  World... 


Fabrics: 

2,500  selections.  From  2x2  lOO's 
Egyptian  to  2x2  200's  Swiss  poplin. 

Stitching: 

Special  needles  create  an  almost 
invisible  22  stitches  per  inch. 
Other  makers  are  satisfied  with  16. 

Seams: 

All  single  needle  French  seams  for 
a  neater  classic  look. 

Buttons 

Only  mother  of  pearl.  Hand  picked 
and  matched.  Wok  shaped  bottoms 
for  easy  access. 

Collar  Styles: 

Unlimited.  Every  collar  is  designed 
and  built  to  the  client  specific  need. 

Cuff  Options: 

15,  to  begin  with. 

Measurements: 

Just  the  collar  alone  takes  7. 
There  are  31  in  all. 

Body  Reading: 

The  most  critical  aspect  of  custom 
shirt  making.  An  art. 

Trained  Fitters: 

On  premise-minimum  20  years 
experience  in  every  store. 

Referrals: 

10%  of  our  new  business  comes 
from  laundry  recommendations. 

Guarantee: 

The  same  for  50  years.  Satisfaction. 

Pricing: 

$80.  to  $400. 

Perhaps  The  Best? 

ASCol  CMfK] 

A  Gentleman's  Shirtmaker 

7  WEST  57TH  STREET 
NEW  YORK,  NEW  YORK,  10019  212-759-3333 
9551-9553  WILSHIRE  BLVD. 
BEVERLY  HILLS,  CA.  90211  310-550-1339 


OVER  $300,000,000 


Marshall  Edison  (Doc)  Rinker  Sr. 
and  family 

(Concrete .  Palm  Beach.  88.  Widowed, 
remarried:  3  sons.  Nicknamed  ''Doc" 
after  close  family  doctor;  arrived  Flor- 
ida flat  broke  in  a  Model  T.  Put 
together  stake;  founded  Rinker  Rock 
&  Sand  Co.  1926.  Lifelong  devotion 
to  work:  12 -hour  workdays  standard. 
Slow  start,  eventually  built  largest 
Floricia  supplier  ready-mix  concrete. 
Son  became  president  1982,  left 
1983.  In  1988,  Doc  sold  his  71%  to 
Australian  CSR  Ltd.  for  $515  million. 
Still  consults  with  old  firm,  travels 
about  2  months  a  year.  "If  you've  got 
the  money,  you  might  as  well  use  it. 
There's  no  sense  in  flying  tourist." 
Consiciers  "whole  money  thing"  now 
"too  much  damn  trouble  to  deal 
with."  Bearing  up:  Doc  has  over  $315 
million  for  his  troubles. 


Roy  Michael  Hu£fington 

Oil.  Houston;  Vienna.  76.  Married,  2 
children.  Geology  Ph.D.  Harvard; 
Gulf  Coast  geologist  Humble  Oil 
(now  Exxon).  Abandoned  corporate 
womb  to  prospect  oil  1956;  moderate 
success.  Indonesian  geology  remind- 
ed him  of  southern  Louisiana  late 
1960s.  Took  terms  majors  wouldn't 
accept  at  that  time;  huge  gusher  1972 
made  mere  17%  worthwhile.  Ac- 
quired downtown  Houston  real  es- 
tate 1980s.  Sold  company  to  Chinese 
Petroleum  Corp.  1990.  Former  am- 
bassador to  Austria.  (Son  Michael, 
Republican  Congresssman,  planning 
to  run  again.)  Now  promoting  U.S. 
investment  in  Eastern  Europe.  No 
immediate  business  plans,  but  is 
tempted  to  get  back  into  oil.  Says  he's 
given  away  $100  million;  surely  has 
over  $310  million  left. 


Monroe  Gary  Milstein 

Burlington  Coat  Factory  Warehouse. 
Burlington,  N.J.  66.  Married,  3  sons. 
Cousin  to  NYC  real  estate's  Milstein 
brothers  (dropouts  1992).  nyu  1946. 
Learned  business  from  coatmaker  fa- 
ther Abe  in  New  York's  garment  dis- 
trict; started  wholesale  operation.  In 
1972  bought  failing  factory  outlet 
coat  store  Burlington,  N.J.  for 
$675,000.  Mastered  art  of  discount 
retail:  huge  selection,  cut  costs,  low 
debt,  buy  ahead  for  big  factory  dis- 


counts; low  margin,  high  volume 
Took  Burlington  Coat  Factor\'  publit 
1983.  Lost  1984  takeover  bid  Wash- 
ington, D.C.'s  Woodward  &  Lothrof 
to  Al  Taubman.  Now  has  about  18? 
"off  price"  stores:  "We're  doing 
much  better  than  other  apparel  com 
panies."  Shares  worth  $310  million. 


Robert  Drayton  McLane  Jr. 

Food  wholesaling.  Temple,  Tex.  57 
Married,  2  sons.  Grandfather  openec 
grocer)'  1894  Cameron,  Tex.  Whole 
saler  from  1903.  Drayton  joinec 
company  1965.  Baylor;  Michigar 
State  MBA.  Expanded;  sold  1990  t( 
longtime  friend  Sam  Walton  for  5.( 
million  Wal-Mart  shares,  cash.  1992 
bought  Houston  (baseball)  Astros 
Astrodome  master  lease.  McLan^ 
Group  also  oversees  new  business 
Fort  Worth-based  Classic  Foods 
makes  precooked,  frozen  Southwest; 
ern  chili,  taco  fillings  for  supermar 
kets,  restaurants  nationwide.  Chair 
man  board  of  governors  Children' 
Miracle  Network:  helps  more  thai 
160  children's  hospitals.  Gav< 
$330,000  bells  to  Baylor.  "Th. 
chimes  and  the  religious  melodie 
were  reassuring  to  me."  Active  Bap 
tist  worth  about  $305  million. 


Howard  Butcher  Hillman 
Tatnall  Lea  Hillman 

Inheritance.  So-called  robber  baro 
John  Hartwell  Hillman  Jr.  (d.  1959 
adopted  both  when  he  married  Dor 
Keen  Butcher  (d.  1982);  step-broth 
ers  of  Henry  Hillman  (which  see 
Adopted  sons  inherited  one-thirci  \'a 
Hillman  empire — coal  mines,  bla? 
furnaces,  banks,  real  estate,  etc.  Hei 
r\'  bought  some  of  portion;  brothei 
currently  hold  20%.  Howard:  Greer 
wich.  Conn.  59.  Married,  2  childrer 
Majored  economics,  Princeton  195( 
Na\7.  Harvard  M.B.A.  1960.  Stint . 
Chemical  Bank  (where  his  father  pn 
viousiy  served  as  director).  Tatnal 
Radnor,  Pa.  55.  Divorced,  4  childrei 
Majored  biology,  Princeton  195' 
Navy.  Taught  science  Princeton  D: 
School;  now  self-employed  computt 
programmer/analyst.  Supports  cot 
servative  causes.  Brothers'  share  < 
Hillman  Co.  fortune  estimated 
least  $305  million  each. 
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Protection  from  a 
Different  Perspective. 

A  perspective  on  business  insurance  that  comes  from  a 
combination  of  international  roots  with  national 
presence.  Strength  and  stability  with  experience  and 
innovation. 

For  protection  from  a  different  perspective,  get  behind 
the  shield. 


Royal  Insurance 

Your  Shield  Against  the  Unexpected. 


©  Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  2820  M  000 


OWEB  $30q.000.000 


James  Schuler, 
with  key  employees, 
Dad,  79;  daughter 
Pamela,  32,  senior  vice 
president  and  chief 
financial  officer 
They  have  no 
long-term  debt, 
make  low-cost 
homes,  and 
make  big, 
big  profits. 


Norman  Hascoe  * 
and  family 

Semiconductor  materials;  invest- 
ments. Greenwich,  Conn.  64.  Mar- 
ried, 3  children.  After  engineering 
degree  started  own  business  1957 
with  $8,000.  Eventually  accumulated 
over  100  U.S.  and  worldwide  patents 
in  high-reliability  adx'anced  materials 
for  the  semiconductor  industry.  Sold 
some  of  business  1969;  sold  large 
portion  of  Semi- Alloys,  Inc.  to  prede- 
cessor of  Allied-Signal  1983  for  cash 
and  1.345  million  shares  of  Allied 
stock;  total  received,  over  $100  mil- 
lion. Separately  sold  other  assets;  also 
the  Allied  stock  after  rise.  With  pro- 
ceeds accumulated  large  portfolio, 
now  managed  by  sons  Lloyd  and  An- 
drew. Lloyd  manages  securities  port- 
folio; Andrew,  real  estate.  Fortune 
believed  over  $300  million. 


Michael  Steinliai'dt  if 

Money  management.  NYC.  52.  Mar- 
ried, 3  children.  Got  interested  in 
stocks  with  bar  mitzvah  gift  of  200 
shares.  Graduated  Wliarton  age  19. 
Straight  to  Wall  Street  as  Loeb 
Rhoades  analyst.  Founded  Stein- 
hardt.  Fine  &  Berkowitz  1967  (part- 
ners left  in  1970s).  Started  running 
$7  million;  ran  up  good  enough  track 
record  so  now  manages  close  to  $4 
billion.  Active  short- seller  and  trader: 
may  tvirn  over  entire  portfolio  several 
times  a  year.  Avid  horticulturist:  $3 
million  to  Brooklyn  Botanical  Gar- 
den. Has  large  garden,  zoo  at  50-acre 
Mount  Kisco,  N.Y.  estate.  Foreign 


portfolio  up  over  50%  last  year.  Esti- 
mated net  worth,  from  management 
fees,  share  of  profits:  over  $300  mil- 
lion— perhaps  well  over. 

Aaron  Spelling 

Television.  Holmby  Hills,  Calif  70. 
Divorced,  remarried;  2  children.  Son 
of  Russian  immigrant,  raised  Dallas. 
High-strung:  year  in  bed  with  "ner- 
vous breakdown"  age  8.  To  LA  1953 
as  writer,  actor.  Breakthrough  success 
1968:  Mod  Squad.  Hits  throughout 
1970s,  1980s:  Dynasty,  Love  Boat, 
Fantasy  Island,  Charlie's  Anjjels,  etc.; 
all  on  ABC — "Aaron's  Broadcasting 
Co."  Took  production  company 
public  1986,  acquired  by  Carl 
Lindner  (which  see)  1989.  Spelling 
still  works  for  company.  After  dr\' 
spell,  big  hit  1990:  Beverly  Hill's, 
P02i 6'(  daughter  Tori  a  costar).  Three 
shows  1992:  Tlje  Heifjhts,  The  Round- 
table,  2000  Malibu  Road — all  can- 
celed; Lives  in  $50  million  super  man- 
sion. Estimated  over  $300  million. 


George  B.  Kaiser 

Oil  and  gas,  banking.  Tulsa.  51 .  Mar- 
ried, 3  children.  Father  fled  Nazi  Ger- 
many for  Tulsa  1938.  George  (Har- 
vard B.A.,  M.B.A.)  took  over  family- 
owned  Kaiser- Francis  Oil  1969;  built 
into  largest  prix  ately  owned  gas  pro- 
ducer in  Oklahoma.  $175  million 
hostile  bid  spurned  1993  for  Pruden- 
tial-Bache  Energy  Partnerships;  sold 
for  20%  more.  Cuts  employees  in  on 


deals.  "We  want  all  of  our  employee 
to  have  a  piece  of  the  rock — preferabl 
porous,  permeable  and  hydrocarboi 
bearing."  Bought  distressed  Bank  c 
Oklahoma  1991:  "I've  lived  in  Okia 
homa  all  my  life  and  I  didn't  want  t< 
see  its  biggest  financial  institution  g< 
to  an  out-of-state  bank."  Also  has  j 
small  banks.  Believed  worth  ove 
$300  million. 


William  Daniels 

Cable  TV.  Den\'er.  73.  Four  divorces 
two  stepchildren.  Born  Greeley 
Colo.;  to  New  Mexico  at  14.  Gradiii 
ated  N.M.  Militar)'  Institute.  WWI 
Navy  fighter  pilot  in  Pacific.  Joinct 
father's  life  insurance  business  1946 
didn't  like  it.  After  Korea  recall  1950 
52,  to  Casper,  Wyo.;  started  oil  insur 
ance  business.  Laid  cable  to  bring  r 
to  Wyo.  Went  to  Denver  1958  tt 
form  Daniels  &  Associates,  built  tc 
top  cable  brokerage.  Also  acquire* 
cable  systems.  First  sale,  $100  million 
to  Newhouse  1980;  second  sale  t« 
LInited  Artists  1989.  "They  mad 
offers  that  we  couldn't  reftase."  Over 
came  severe  alcohol  problem.  Today, 
brokerage,  remaining  systems,  othe 
interests  estimated  $300  million.  i 


A\^lliam  Maritz  and  family  ' 

Business  senices.  St.  Louis.  64.  Di 
vorced,  4  children.  Grandfather  Ed 
ward  made  watches  1894.  Fathe 
James,  during  Depression,  sold  busi| 
nesses  on  using  his  watches  as  em 
ployee  performance  incentives.  Sooi 
abandoned  watches,  focused  on  moi 
ti\'ation  services.  Bill  driving  forc( 
since  mid-1950s;  chairman,  c;eC 
1983;  with  sisters  controls  100%  vot 
ing  stock.  Sells  performance  improve 
ment  to  Forbes  500s  companies  ini 
eluding  IBM,  big  three  automakers 
Also  business  travel  services  (\'acai 
tions  outmotivate  watches),  marke: 
research,  industrial  training.  Hit 
recession;  revenues  up  slightly  tc 
$1.26  billion,  3-year  losing  streal 
snapped,  earnings  up  from  $1 1 .4  mil 
lion  in  1992  to  $15.5  million,  but  stil 
believed  worth  over  $300  million. 


Ernest  Gallo 

Wine.  Modesto,  Calif  84.  Married,  i 
children.  Italian  immigrant  lather  Jo 
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ph  bought  230-acre  Modesto  vinc- 
rd  1930s  at  end  of  Prohibition; 
lancially  squeezed;  killed  wife,  self 
)33.  Ernest  and  brother  Julio  (d. 
ay  2,  1993  in  car  crash)  self-taught 
inemakers,  started  pressing  with 
),900.  Later,  with  vertical  integra- 
)n,  built  into  major  marketing  pow- 
.  Ernest  pestered  distributors;  con- 
lered  marketing  genius.  Thunder- 
rd  their  first  major  commercial 
ccess.  Constant  effort  since  to  up- 
ade  product  image;  1993  intro- 
iced  super- premium  selections, 
ard  businessman:  sued  younger 
other  Joseph,  dairy  farmer,  for  us- 
g  family  name  on  cheese.  Ernest's 
Jf  family  fortune  estimated  over 
)00  million. 


Imund  Newton  Ansin  ^ 

'  stations.  Miami  Beach.  57.  Di- 
irced,  3  children.  Andover,  Har- 
rd,  Wharton.  Great- grancifather  cut 
f  thumb  to  avoid  Russian  army, 
aigrated  1875.  Father  Sidney  start- 
I,  built  shoe  company  to  6  factories 
assachusetts.  New  York.  To  Miami 
1  business,  liked  weather;  got  license 
>62  for  Miami's  WSVN-TV.  Edmund 


managed.  'Tor  some  inexplicable 
reason  1  just  related  to  TV."  Father 
died  1971,  Ansin  took  over  solid, 
award- winning  NBC  affiliate.  Until 
1989:  NBC  switched,  left  Ansin  for 
dead.  Revamped  as  tabloid  news  sta- 
tion: shock  news,  flashy  graphics.  Re- 
cent report:  "'The  One  Hour  Or- 
gasm." Outdrawing  NBC.  Next  move: 
bought  Boston's  whdh-TV:  watch 
out,  Boston.  Estimated  worth  over 
$300  million. 


B.  Francis  Saul  II 

Inheritance,  banking,  real  estate. 
Chevy  Chase,  Md.  61.  Married,  5 
children.  Grandfather  founded  Wash- 
ington, D.C.  real  estate  company, 
1892.  Formed  B.F.  Saul  REIT  1964; 
took  private  1988.  Started  Chevy 
Chase  Federal  Savings  Bank  in  trailer 
(still  in  place)  at  shopping  center 
1969;  now  the  largest  thrift  in  Mary- 
land; 80%  owned  by  Saul's  REIT — s&L 
assets  accounted  for  94%  of  REITs 
consolidated  assets  1992.  Saul's  son 
B.  Francis  111  fourth  generation  in 
family  business.  Saul  owns  dozen  or 
more  real  estate,  financial  operations 
in  complex  structure.  Stays  well  out  of 


public  eye,  says:  "I'm  not  that  private, 
just  try  and  stay  away  from  the  Wash- 
ington Post."  Fortune  believed  over 
$300  million. 


Howard  Phipps  Jr. 

Anne  Phipps  Sidamon-Eristoff 

Brother  and  sister.  Inheritance. 
Grandchildren  Pittsburgh  steel  mag- 
nate Henry  Phipps,  children  Howard 
Phipps  (d.  1981).  Howard  (Howdy): 
Old  Westbury,  N.Y.  59.  Married,  3 
children.  Lives  quietly;  represents 
self,  sister  on  board  of  family-founded 
Bessemer  Trust;  active  in  NYC  cultural 
circles.  "He'd  like  to  be  thought  of  as 
another  Laurance  Rockefeller.  He's 
not  a  lot  of  laughs."  Anne  (Mrs. 
Constantine  Sidamon-Eristoff):  NYC. 
61.  Married,  3  children.  Active  on 
NYC  museum  boards  (American  Mu- 
seum of  Natural  Histor\%  Museum  of 
Modern  Art).  Husband  prominent 
attorney.  Phipps  family  still  known  for 
their  racehorses.  With  family's  part  of 
Bessemer  estimated  at  $3  billion, 
Howard  and  Anne's  shares  each  esti- 
mated at  least  $300  million.  Four 
other  branches  share  rest. 


Fly  in  the  U.S.  See  more  of  Europe. 


Because  USAir  is  now  part  of  British  AiiAvays  Lxecutive  Club'  frequent  Iraveiler  Programme,  you  can  apply  the  miles 
you've  earned  on  USAir  towards  both  international  and  domestic  travel  awards  on  British  Airways  and  its  partners.  Now  you 
can  see  a  lot  more  of  the  world.  It's  the  way  wc  make  you  feel  that  makes  us  the  worlds  favourite  airline. 
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OVER  $3011,000,000 


Robeirt  Staples  Howard 

Howard  Publications.  Rancho  Santa 
Fe,  Calif.  69.  Married,  4  children.  U. 
of  Minn,  dropout.  After  WWII  inher- 
ited hometown  (Wheaton,  Minn.) 
paper:  "I  swept  the  floors,  melted 
lead,  sold  ads,  wrote  stories  .  .  .  you 
name  it."  Founded  Howard  Publica- 
tions 1961;  saw  possibility  of  owning 
more  than  one  paper.  Built  to  18 
dailies,  nearly  450,000  subscribers; 
other  media.  Unassuming — flagship 
is  Hammond  (Ind.)  Times — but 
profitable  chain.  Sold  Buffalo  TV  sta- 
tion 1988  for  $100  million,  40%  stake 
Choice  (cable)  TV  for  $72  million.  "If 
I'd  only  been  smart,  Fd  have  sold  my 
newspapers  then,  too."  Dabbling  in 
natural  gas  exploration  and  develop- 
ment. Media.''  "Fm  going  to  stay, 
what  else  could  I  do?"  Amid  slump, 
still  estimated  some  $300  million. 


Artemus  Darius  Davis 

Winn-Dixie  Stores.  Jacksonville,  Fla. 
87.  Married,  2  children.  After  brother 
James'  death  last  March,  only  surviv- 
ing son  of  William  Milton  Davis, 
owned  Idaho  general  store.  Then 
William  started  Lemon  City,  Fla.  gro- 
cery with  $10,000  in  1925.  Named 
Winn-Dixie  1955.  "To  win  Dixie  was 
our  ambition."  Four  sons  built  com- 
pany to  largest  grocery  chain  in  South 
(1993  revenues,  $10.8  billion);  now 
1,151  stores  in  13  Sunbelt  states. 
"A.D."  with  company  from  1925; 
1940-65  president;  1965-82  vice 
chairman  of  the  board.  Now  retired, 
spends  time  at  Colorado  and  Tennes- 
see cattle  ranches.  Son  Robert,  61, 
director,  has  been  with  the  company 
since  1955.  A.D.'s  stock  recendy 
worth  $300  million. 


William  B.  Turner  * 
Sarah  Turner  Butler  * 
Elizabeth  Turner  Com  ir 
and  families 

Coca-Cola  et  al.  Columbus,  Ga.  W.C. 
Bradley  founded  namesake  company 
1885,  currently  in  real  estate,  timber- 
land,  sporting  apparel,  barbecue 
grills,  also  retailing.  Controlled  by 
grandchildren:  William  B.  Turner, 
70.  Columbus,  Ga.  Three  sons,  3 
daughters;  sons  involved  in  W.C. 
Bradley  Co.  Sarah  Turner  Butler:  73. 
Columbus,  Ga.  Married,  3  children. 


Son  Stephen,  42,  chairman.  Elizabeth 
Turner  Corn:  Columbus,  Ga.  67. 
Married,  5  children.  Real  wealth  from 
very  long  term  investment:  W.C. 
helped  fellow  Columbusite  Ernest 
Woodruff  and  others  buy  Coca-Cola 
Co.  for  $25  million  1919.  Ernest 
went  on  to  build  soda  pop  giant;  W.C. 
stayed  on  for  ride,  served  as  director, 
owned  what  is  now  1.2%  of  stock. 
Through  trusts,  shares  passed  via 
daughter  Elizabeth  Bradley  Turner  to 
the  grandchildren.  Bradley-Turner 
Foundation  supports  religious,  edu- 
cational charities.  Very  involved  in 
Methodist  church.  Each  estimated 
over  $300  million. 


Orvon  Gene  Autry 

Broadcasting,  baseball.  LA.  86.  Wid- 
owed, remarried;  childless.  Reared 
Tex.,  learned  to  ride  and  rope  on 
Okla.  ranch.  Telegraph  operator,  rail- 
road work  after  high  school.  On  Will 
Rogers'  advice  became  singing  cow- 
boy. Self-described  "barefoot,  cot- 
ton-chopping farm  boy."  Made  rec- 
ords, westerns.  CBS  radio  show  1940- 
57.  Biggest  hit  song:  "Rudolph  the 
Red-Nosed  Reindeer."  Only  enter- 
tainer with  5  stars  on  Hollywood's 
Walk  of  Fame.  Bought  radio  station 
early  1950s.  Bought,  sold  radio/TV 
stations  over  years;  still  has  2  radio. 
Bought  Calif  (baseball)  Angels  1961 . 
Married  banker  Jacqueline  Ellam 
1981;  she  oversees  interests,  includ- 
ing Palm  Springs  hotel.  Estimated 
$300  million  or  more. 


Bernard  Gerald  Cantor 

Securities  brokerage.  Beverly  Hills, 
NYC.  76.  Divorced,  remarried;  1  son. 
Raised  in  Bronx;  "Bernie"  sold  hot 
dogs  at  Yankee  Stadium.  Founded 
Wall  Street's  Cantor  Fitzgerald  1945 
(Mr.  Fitzgerald  never  existed).  Owns 
72%  of  specialized  brokerage — gov- 
ernment, corporate,  muni  paper. 
Revenues  estimated  $120  million; 
highly  profitable.  Competitor:  "He's 
the  only  government  bond  broker 
who  deals  with  retail."  Had  Telerate 
stake,  sold  1981  for  $80  million: 
would  be  worth  over  $1  billion  today. 
No  regrets.  Major  collector  Rodin, 
etc.  Information  hound.  Dealmaker. 
Investigated  by  sec  in  outgrowth  of 
Salomon  Brothers  bond-market  fix- 


ing debacle.  Cooperated  fijlly.  Est 
mated  worth:  well  over  $300  millioi 


William  Block 

Inheritance.  Pittsburgh.  78.  Marrie( 
4  children.  Father  Paul  Sr.,  newspap< 
ad  salesman,  bought  Newark  Sta; 
Eagle  1915,  built  chain;  forced  to  se 
most  in  Depression.  Sons,  both  Ya 
grads,  took  over  on  father's  deat 
1941.  Paul  Jr.  (d.  1987)  ran  Toled 
Blade  (circ.  152,000);  his  sons  Johr 
Allan  in  business.  William  now  chai 
man  Blade  Communications,  run  b 
son  William  Jr.  Recently  bought  Pitt: 
burgh  Press  from  Scripps  Howard  . 
reported  bargain  price  after  unio 
strike  caused  8 -month  shutdowt 
Merged  with  Blade's  formerly  weakc 
paper,  Post-Gazette  (est.  daily  cin 
250,000).  Family  also  runs  4  TV  sta 
tions,  3  cable  TV  systems,  etc.  Wi 
liam's  half  estimated  at  $300  millior 


Michael  D.  Eisner  -k 

The  Walt  Disney  Co.  LA.  5 1 .  Marriec 
3  sons.  Descendant  of  successful  er 
trepreneurial  family;  lawyer's  son 
Born  Mount  Kisco,  N.Y.,  raised  NYC 
Denison  U.  1964.  NBC  page  and  log 
ging  clerk,  children's  programmini 
coordinator  for  CBS.  Switched  to  ABd 
worked  under  Barry  Diller,  stayed  1 
years,  rose  from  acquiring  movies  t 
head  West  Coast  programming 
1976  brought  to  Paramount  Picture 
as  president  by  Diller.  Bass  group 
Frank  Wells  lured  him  to  head  Disne 
1984.  Imaginative,  tough  negotiate 
advocate  of  prudent  financial  polic; 
A  dominant  force  running  the  "Di; 
ney  Decade"  (overall  plan  to  expan 
company).  Expanded  stock,  too:  H 
Disney  shares,  options,  etc.  estimate 
$300  million. 


II 


Tim  Gill^ 

Farhad  Fred  Ebrahimi  -k 

Fifty-fifty  owners  Quark,  Inc.  Der 
ver,  Colo.  QuarkExPress  dominaii 
desktop  computer  software  for  pag 
layout.  GiU:  Denver,  Colo.  39.  Rc 
ports  he  is  gay,  same  companion 
years.  U.  of  Colo.  B.S.  applied  mat! 
computer  science.  Started  Quar 
1980  after  fired  from  computer  com 
pany  that  was  started  by  high  schoc 
buddies.  Looked  for  job,  didn't  fini 
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ne,  demoralizing  experience:  "I  fig- 
red  that  if  I  started  my  own  business, 
would  be  the  last  person  fired." 
orrowed  $2,000  fi-om  parents,  start- 
d  1981  in  bedroom.  Company 
'orth  estimated  $600  million  1993. 
iill:  "Pretty  good  return  on  invest- 
lent."  Didn't  like  finance,  account- 
ig;  sought  50%  business  partner, 
ound  one  1986.  Ebrahimi:  54,  Den- 
:r.  Married,  2  children.  Attended 
CLA.  Two  introduced  by  mutual  at- 
jrney;  Gill  bought  Ebrahimi's  kids  a 
^mputer  for  Christmas.  Ebrahimi 
ter  approached  Gill,  bought  50%  for 
100,000.  Gill:  "We  were  at  $2  mil- 
3n  or  $3  million  in  sales  then — " 
ow  at  $1 10  million;  monstrous  prof- 
margins.  Fred  makes  business  deci- 
ons,  Tim  heads  design  team.  "It 
orks  real  well.  Because  our  50-50 
iterest  balances  out,  we  have  to 
^ree."  Each  partner's  50%  estimated 
300  million. 


enneth  Feld  ir 

he  Greatest  Show  On  Earth.  Poto- 
lac,  Md.  45.  Married,  3  children, 
oston  U.  Son  of  Irvin  Eeld,  record 
ore  and  pharmacy  owner,  turned 


brilliant  promoter  who  bought  then- 
declining  Ringling  Bros,  and  Barnum 
&  Bailey  Circus  1967  for  $8  million, 
revived;  sold  to  Mattel  1971  for  $50 
million,  repurchased  from  troubled 
Mattel  1982  for  roughly  $23  million. 
Groomed  son  for  business.  Died 
1984.  Preteen  Kenneth  advised  father 
on  music;  in  college  traveled  world 
seeking  circus  talent.  Joined  fiiU  time 
1971 .  Known  as  savvy  reader  of  pub- 
lic taste,  veiy  shrewd  businessman. 
Expanded,  diversified  (Walt  Disney 
World  On  Ice,  Siegfried  &  Roy  magic 
show  et  al.).  His  82%  (execs  have  rest) 
estimated  over  $300  million. 


Anne  Hendricks  Bass 

Divorce.  NYC;,  Fort  Worth.  52.  Two 
daughters.  Father,  Indianapolis  sur- 
geon; mother,  golf  champion.  Vassar 
1963.  Father  warned  about  marr}'ing 
rich.  In  1965  married  Sid  Bass  (which 
see).  Split  after  23  years.  During  mar- 
riage set  up  st)'lish  FifiJi  Avenue  apart- 
ment to  be  close  to  nyc  art  scene, 
ballet.  Active  mc.  Fort  Wortii  social 
circles.  Contributing  editor  Vogue. 
Likes  Europe.  Known  as  good  fimd- 
raiser;  gave  school  to  Fort  Worth  Bal- 


let. On  NYC  Ballet  board,  vp;  chaired 
spring  benefit.  Got  over  1  million  Dis- 
ney shares  in  divorce  settlement.  Also 
$5  million  Fifth  Avenue  apt.;  Fort 
Wortii  home;  works  by  Degas,  Rotii- 
ko,  Monet,  Picasso;  antiques.  Estimat- 
ed worth  about  $300  million. 


Joe  Lewis  Allbritton 

Broadcasting,  banking,  insurance. 
D.C.,  Houston.  68.  Married,  1  son. 
Son  of  Houston  cafe  owner;  native  of 
Mississippi.  Made  first  million  at  age 
30  cofounding  Texas  s&L;  bought 
Houston  land  with  bank  loans. 
Bought  Washington  Star  1974,  sold 
1978.  Also  5  TV  stations;  held.  Began 
acquiring  Riggs  National  Bank  stock 
early  1980s,  for  solidity:  "You're  not 
wrestling  alligators  to  see  if  you  can 
drain  the  swamp  to  see  if  you  can  grow 
a  crop."  But  bank  now  troubled: 
Allbritton  has  sold  assets.  Calif  insur- 
ance commissioner  ordered  payback 
of  $12  million  dividends  from  his 
Pierce  National  Life.  Allbritton  Com- 
munications seems  strong,  believed 
little  debt.  Cut  own  Riggs  salary,  still 
may  be  worth  some  $300  million. 


Fly  to  Europe.  See  more  of  the  U.S. 


Use  the  miles  you've  earned  tlymg  British  Airways  internationally  towards  travel  awards  ilirouyiiuut  tlie  U.S.  Because  USAir, 
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see  a  lot  more  of  the  U.S.  It's  the  way  iiv  iiuikc  yon  feci  that  makes  us  the  worlds  favourite  airline. 
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Melvin  Simon 

Shopping  centers.  Indianapolis,  etc. 
67.  Divorced,  remarried;  5  children. 
Brooklyn -born,  raised  Bronx,  son  of 
garment  district  tailor.  Army  hitch  in 
Indianapolis,  peddled  encyclopedias. 
Became  leasing  broker,  sent  for 
brother  Herb:  "It  was  easy  money." 
Saw  potential  of  strip  centers,  then 
regional  malls;  built  all  over  Midwest. 
Today  brothers  control  over  140  en- 
closed mall  or  strip  shopping  centers, 
65  million  square  feet.  Entering  Mex- 
ico via  coventures.  "'Meshuggener 
Mel"  known  for  colorfijl  clothes,  exu- 
berant manner.  Financed  films  (Por- 
ky's,  My  Bodyguard) .  Co-owns  Indi- 
ana (basketball)  Pacers.  Selling  off 
underachieving  properties;  taking 
close  to  half  of  rest  public;  noncon 
tested  foreclosure  case  with  Massa- 
chusetts Mutual  in  Illinois.  Mel's 
stake  estimated  $300  million. 


Richard  Prosser  Mellon 
Seward  Prosser  Mellon 
Cassandra  Mellon  Milbury 

Brothers  and  sister.  Inheritance.  Li- 
gonier,  Pa.  Surviving  adopted  chil- 
dren of  Richard  King  Mellon,  domi- 
nant family  businessman  of  his  gener- 
ation, grandson  of  Judge  Thomas 
Mellon  (see  Mellon  family).  "R.K." 
guided  family  empire  from  1930s  to 
death  1970.  Seward:  51.  Divorced, 
remarried;  2  daughters  by  first  wife. 
Trained  in  Trust  Department  Mellon 
Bank  afi:er  Susquehanna  U.,  now  di- 
rector, also  president  family  invest- 
ment firm  R.K.  Mellon  &  Sons.  Rich- 
ard (Dick):  54.  Divorced,  remarried; 
2  sons.  Tried  banking,  left  to  pursue 
conservation,  oceanography.  Chair- 
man of  family  foundation.  Cassandra 
(Mrs.  Edwin  Van  R.  Milbur)'):  53. 
Widowed,  remarried;  2  children  by 
first  marriage.  Active  in  philanthropy, 
civic  affairs.  Beneficiaries  of  trusts  on 
1980  death  of  mother  Constance. 
Each  estimated  about  $300  million. 


Lavinia  M.  Currier 
Michael  S.  Currier 
Andrea  Currier 

Sisters  and  brother.  Inheritance. 
Grandchildren  of  Ailsa  Mellon  Bruce, 
great-grandchildren  of  Andrew  Mel- 
lon (see  Mellon  family).  Parents  Au- 
drey Bruce  and  Stephen  Currier  died 
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Leonard  Riggio 

His  Barnes  &  Noble  superstores 
stock  thousands  of  titles,  many 
come  with  cappuccino  bars,  and 
are  meeting  places  for  singles. 


plane  crash  Bermuda  Triangle  1967. 
Kids  recipients  generous  trusts.  Pater- 
nal grandfather  David  K.E.  Bruce  am- 
bassador to  4  countries;  Congress 
adjourned  early  on  wedding  day 
1929.  Lavinia  (Vinnie):  The  Plains, 
Va.  36.  Jet-setter  with  country  life- 
style on  Kinloch  Farms  estate.  Mi- 
chael: NYC.  32.  Single.  Active  in  family 
investments,  charities.  Andrea:  The 
Plains,  Va.  37.  Divorced,  remarried;  2 
children.  Operated  swanky  restaurant 
1980s.  Lives  with  husband  at  Kinloch 
Farms,  uses  family  name.  Each  sib- 
ling's fortune  (mainly  in  trusts)  esti- 
mated $300  million  or  more. 


Timothy  Mellon 
Catherine  Mellon  Conover 

Brother  and  sister.  Inheritance. 
Grandchildren  of  financier,  empire- 
builder  Andrew  Mellon  (d.  1937), 
children  of  Paul  (which  see,  also  Mellon 
family).  Tim:  Manchester,  N.H.  area. 
51.  Divorced,  remarried;  1  step- 
daughter. Started  computer  pro- 
gramming firm  1969.  Cofounded 
company  to  pressure-treat  railroad 
ties  1977.  Acquired  Guilford  Trans- 
portation for  $50  million:  4,700-mile 
track  composed  of  old  New  England 
railroads.  Added  1 ,000  miles  unwant- 
ed Norfolk  Southern  track  after  un- 
successfi.ll  bid  for  Conrail.  Counter- 
suits  with  CSX  over  freight  charges, 
Guilford's  financial  health.  Also, 
union  policies  created  ire  on  all  fronts: 


labor,  politicians  and  allegedly  feders 
inspectors.  Chapter  11  1988  for  sub 
sidiary  Delaware  &  Hudson  railway 
Catherine:  Washington,  D.C.  57 
Twice  divorced  (uses  mother's  maid 
en  name).  Three  children  by  first  husi 
band,  John  Warner  (later  senator^ 
Antiwar  activist,  environmentalist 
Tim  and  Catherine  each  received 
$100  million  trust  from  grandfathec 
father  Paul  says  they  have  enough,  wi 
get  no  more  from  him.  No  problern 
with  conservative  investing,  eaci 
should  be  worth  $300  million.  : 


Bernard  F.  Brennan  ' 

Montgomery  Ward.  Chicago,  111.  55 
Married,  3  children.  Grew  up  middlj 
class  in  Oak  Park,  111.  Dad  and  uncle! 
Sears  employees.  Joined  older  broth 
er  Edward  at  Sears  1964;  Ed  nov 
chairman.  Quit  1976  for  small  Fla 
retailing  distributor;  elbowed  asid 
founder  1979.  Reputation  as  "hard 
driving,  decisive,  excellent  retailini 
executive."  Head  of  store  operation 
at  faltering  Montgomery  Ward  1982 
left:  1983  after  clash  with  boss.  Next 
CHC)  Household  Merchandising.  Bac) 
to  Ward,  languishing  under  Mob 
Oil,  1985.  CEO,  later  chairman.  Turn 
around:  cut  costs,  redesigned  stores 
tripled  profits.  Led  $3.8  billion  lb( 
with  GE  Capital  1988.  His  30%  is  nov 
estimated  around  $300  million. 


Thomas  Haskell  Lee  ir 

Buyouts.  Boston.  49.  Married,  2  chil 
dren.  B.A.  Harvard  College  1965 
Securities  analyst  for  L.F.  Rothschild 
then  Bank  of  Boston  head  high-tecl 
lending.  Left  1974  to  start  lbo  firm 
Thomas  H.  Lee  Co.,  with  $100,001 
savings,  inheritance.  "I  knew  I  want 
ed  to  own  companies,  but  I  didn' 
know  quite  how  to  do  it."  Found  out 
managing  $1.7  billion  in  debt  an« 
equit)'  fiinds;  also  puts  own  money  ii 
deals.  His  specialty:  buying  sma! 
growth  businesses.  Considers  1,00' 
deals  a  year.  Some  flops:  e.g.,  1981 
$640  million  buyout  of  Hills  Depart 
ment  Stores,  once  owned  by  Lee' 
family,  hurt  by  recession,  Chapter  1 
(now  out).  But  recently  took  publi 
Snapple  Beverage;  5  other  risini 
stocks.  Also  companies  not  yet  public 
Estimated  over  $300  million. 
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A  Message  from  H.E.  Lee  Ten£i-hui,  President,  Republic  of  China 


The  ROC'S  Right  to  Participate  in 
THE  United  Nations 


Twenty-two  years  have  passed  since  the  Republic  of  China  (ROC)  on  Taiwan 
was  deprived  of  its  membership  in  the  United  Nations  in  197L  Since  then,  many 
people  have  claimed  that  the  issue  of  "China  representation"  has  been  resolved. 
But  what  about  the  21  million  Chinese  of  the  Republic  of  China  on  Taiwan? 
Have  they  been  abandoned  by  the  United  Nations?  Though  the  Chinese 
Communist  regime  now  controls  the  mainland  and  rules  the  LI  billion  people 
there,  it  cannot  represent  the  Chinese  living  in  the  islands  of  Taiwan,  Penghu, 
Kinmen,  and  Matsu  because  it  has  never  ruled  these  places.  Neglecting  this 
population  and  its  government  is  a  gross  violation  of  the  human  rights  and 
universalit}'  of  membership  principles  which  the  United  Nations  upholds. 
The  current  population  and  economic  power  of  the  Republic  of  China  on  Taiwan  cleariy  qualify  us  for  a 
place  within  the  global  context.  Demographically,  our  populadon  of  2 1  million  is  greater  than  that  of 
two-thirds  of  the  current  U.N.  member  nations.  In  terms  of  economic  performance  and  financial  capability, 
the  ROC  has  the  second-largest  foreign  exchange  reserve  holdings  in  the  world,  is  the  14th-largest  trading 
nadon,  and  ranks  ninth  in  total  overseas  investment.  These  stadsdcs  represent  an  economic  power  to  be 
reckoned  with  in  the  international  economic  system.  Moreover,  the  ROC  is  fast  approaching  the  world's 
advanced  nadons  in  the  field  of  political  democratization  and  also  plays  a  constructive  role  in  the  promotion 
of  humanitarian,  economic,  and  technical  assistance  to  developing  nations.  Such  activities  contribute  signifi- 
cantiy  to  world  peace  and  prosperity. 

Formerly,  East  Germany  and  West  Germany  were  both  members  of  the  United  Nations;  today,  both 
North  Korea  and  South  Korea  are  seated  in  the  wodd  body  Now  that  Germany  has  become  whole  again, 
no  one  can  say  that  parallel  representation  for  a  divided  nation  will  hinder  its  reunification.  If  the  United 
Nations  can  accommodate  the  wishes  of  the  people  in  these  two  divided  nations,  why  should  it  turn  a  deaf 
ear  to  the  aspirations  of  the  21  million  residents  of  the  Republic  of  China  on  Taiwan?  Until  the  Republic  of 
China  on  Taiwan  is  given  a  seat,  the  U.N.  cannot  claim  to  be  abiding  by  the  principle  of  universality  of 
membership  enshrined  in  its  charter. 

Western  nations  have  long  praised  the  ROC's  progress  in  human  rights  and  democracy  Today,  the  people 
of  the  Republic  of  China  on  Taiwan  have  expressed,  through  the  process  of  democratization,  their  strong 
longing  for  fair  and  just  treatment  on  the  wodd  scene,  including  an  equal  opportunity  to  join  in  international 
activities  to  reciprocate  for  the  assistance  she  has  received  from  other  countries.  We  earnesdy  hope  that  all 
countries  that  cherish  human  rights,  freedom,  and  democracy  will  support  the  Republic  of  China  on  Taiwan  in 
her  bid  for  membership  in  the  United  Nations.  Let's  work  together  for  the  cause  of  world  peace  and  prosperity. 


H.E.  Lee  Teng-hui 
President,  Republic  of  China 


A  Special  Advertising  Supplement 


Evidence  of  Taiwan's  stunning 
economic  performance  is  not 
difficult  to  find,  even  during 
times  of  worldwide  economic 
recession. 

In  and  around  the  capital  of 
Taipei,  scores  of  inft^astructure  pro- 
jects, including  a  mass-transit  system 
that  will  help  alleviate  the  conges- 
tion on  the  capital's  streets,  are  well 
under  way  as  part  of  a  blueprint  to 
boost  Taiwan  to  developed-nation 
status  by  the  end  of  die  decade. 

For  the  2 1  million  people  living 
on  this  island  the  size  of  West 
Virginia,  the  massive  spending 
program  will  significantly  improve 
living  conditions  after  years  of 
unrestrained  growth  —  and  per- 
haps help  Taiwan  reclaim  the  title 
given  to  it  by  the  Portuguese:  Ilha 
Formosa  or  "Beautiful  Island." 

Indeed,  one  of  Asia's  most 
successfiil  economies  continues  to 


progress  at  an  impressive  clip.  Its 
economic  figures  are  the  envy  of 
other  countries.  This  year,  analysts 
have  predicted  a  growth  rate  of 
about  6.3%  —  low  by  Taiwanese 
standards.  With  $153.4  billion  of 
exports  to  more  than  160  countries 
and  territories,  Taiwan  is  the  world's 
I4th-largest  trading  economy. 

At  about  $85  billion,  Taiwan's 
foreign  exchange  reserves  are  among 
the  highest  in  the  world.  Per  capita 
income  has  reached  about  $10,000; 
there  is  almost  full  employment  and 
single-digit  inflation. 

The  entrepreneurial  spirit  that 
was  responsible  for  elevating  the 
Taiwan  of  General  Chiang  Kai-shek 
from  an  impoverished  island  has 
transformed  it  into  a  world  leader 
in  information  technology. 

This  year  alone,  Taiwan  is 
expected  to  export  $8.6  billion 
worth  of  information  products. 


making  it  the  world's  sixth-largest 
supplier.  With  more  than  4,000 
computer  firms,  the  island  is  the 
world's  largest  supplier  of  mother- 
lx)ards,  monitors,  scanners  and 
mouse  devices.  In  order  to  feed 
this  huge  industry,  Taiwan  imports 
more  dollars'  worth  of  integrated 
circuits  than  oil. 

Concerned  about  the  poor 
image  Western  shoppers  have  of 
Taiwanese  products,  major  captains 
of  Taiwan  industry  have  joined 
hands  with  the  government  to 
boost  the  "Made  in  Taiwan"  label 
overseas.  The  goal  of  the  global 
educational  campaign  is  to  con- 
vince consumers  —  especially  in 
the  U.S.  —  that  Taiwan  makes  its 
own  world-class  products  and  not 
just  other  countries'  products 
under  license. 

Examples  of  Taiwan-made  quality 
are  plentifiil:  Giant  Bicycle  Inc.  pro- 
duces world-class  mountain  bikes; 
Pro  Kennex  has  come  out  with  the 
world's  first  asymmetrical  tennis 
racket,  and  Proton  pioneered  the 
"black  box"  design  for  television. 

Campaign  organizers  also  want 
to  convince  the  97%  of  manufac- 
turing companies  that  are  small 
and  medium -size  to  meet  the  qual- 
ity demands  of  foreign  consumers. 

A  good  deal  of  the  know-how 
responsible  for  Taiwan's  technologi- 
cal breakthroughs  has  evolved  at  a 
secluded,  landscaped  park  on  the 
outskirts  of  Taipei.  The  Hsinchu 
Science-Based  Industrial  Park  hosts 
such  well-known  high-tech  firms  as 
Texas  Instruments,  Philips  Compact 
Disc  Technologies  (Taiwan)  Ltd. 
and  Ericsson  Taiwan  Ltd. 

Since  the  park's  startup  in  1980, 
more  than  140  companies  have  set 
up  operations  in  what  is  also 
known  as  Taiwan's  Silicon  Valley. 
They  produce  a  mind-boggling 
array  of  products  in  the  fields  of 
integrated  circuits,  computers  and 
peripherals,  telecommunications 
and,  lately,  biotechnology. 

Steve  Hsieh,  director  general  of 


All  fijjiirfs  arc  ijuoted  in  US.  dollars. 


TO  INVEST 


IN  ASIA'S 

TEST 
SCIENCE  PARK, 
PUNCH  THESE 


Intemotionoi  Code  City  Code 


Fox  Number 


1 1 6  3 


2 


^ND  ASK  ABe>UT 


le  Hsinchu  Science  Park  in  Taiwan.  Learn  about  attractive  incentives  including  ready  access  to 
titure  capital  and  special  tax  programs  for  qualified  investors.  Find  out  about  advantages  that  encompass 
Lindant  technical  manpower,  a  supportive  industrial  and  business  environment,  and  strategic  location 
he  crossroads  of  Asia.  Benefit  from  areas  of  expertise  in  computers  and  peripherals,  integrated  circuits, 
ecommunications,  optoelectronics,  precision  machinery  and  materials,  and  biotechnology.  Just  Push 
ia's  Hottest  Hi-tech  Investment  Button. . . 


THE  SCIENCE-BASED  INDUSTRIAL  PARK,  WHERE  IDEAS  BLOSSOM. 

2,  Hsin  Ann  Rood,  Hsinchu,  Toiwon,  R.O.C.  Investment  Services  Division,  Tel:  886-35-77331 1;  Fox:  886-35-776222 
Pleose  send  me  mote  information  on  ttie  business  advantages  of  tlie  Hsinchu  Science  Park 
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the  Hsinchu 
Science  Park,  says 
firms  based  at  the 
park  have 
proven  to  be 
on  the  cutting  edge  of  technology, 
developing  such  high-tech  innova- 
tions as  portable  satellite  telephones 
and  a  large-scale  LED  action  bill- 
board. Hsinchu  is  the  only  place  in 
Taiwan  where  integrated  circuits 
are  made. 


An  Excellent  Location  for  Business 


Consider  some  of  Taiwan's 
advantages:  an  impressive  pool  of 
human  resources  that  includes 
many  U.S. -educated  professionals 
in  the  private  and  public  sectors,  a 
free  flow  of  information,  a  robust 
industrial  base,  scientific  and  tech- 
nological expertise  and  an  entre- 
preneurial spirit  found  in  few  other 
places  in  Asia.  What's  more, 
Taiwan's  proximity  to  China  and 
its  cultural  ties  make  it  a  good 
place  to  launch  a  foray  across  the 
Taiwan  Straits. 

"There  is  no 
better  place  to  do 
business  with 
China,"  says  Ying 
Price,  chief  of 
the  commercial 
section  at  the 
American  Institute 
in  Taiwan  (AIT). 

With  such 
attributes,  it  is  littie 
wonder  Taiwan  has 
become  the  largest 
foreign  investor  in 
Viemam  and  main- 
land China. 

The  Industrial 
Development 
and  Investment  Centre  (IDIC) 
provides  a  "one-stop"  shop  for 
foreign  investors  seeking  opportu- 
nities in  Taiwan  and  for  Taiwanese 
business  people  looking  to  do 
business  offshore. 

The  latest  focus  of  the  IDIC  is  to 


encourage  local  and  foreign 
investors  to  consider  Taiwan  as  a 
site  for  regional  operation  centers. 
IDIC  Deputy  Director  General 
Chen  Yung-Hsieng  says  he  hopes 
the  program  —  which  includes  dis- 
mantling substantial  barriers  to  for- 
eign entry  —  will  benefit  Taiwan 
through  technology-transfer  acqui- 
sition and  the  forging  of  strategic 
alliances  between  local  and  foreign 
companies. 

"This  is  a  good  place  from  which 
to  penetrate  other  parts  of  Asia," 
says  Chen.  "In  the  IDIC  we  have  a 
lot  of  experience  here,  and  we  are 
confident  we  can  help." 

American  exports  to  Taiwan  last 
year  were  $15.7  billion,  mostly 
chemicals,  electronic  parts  and 
transportation  equipment.  The 
potential  for  growth  in  this  area 
has  been  enhanced  by  trade  liberal- 
ization measures,  including  open- 
ing the  service  sector  to  foreign 
participation,  slashing  tariffs  and 
lifting  import  controls. 

"Our  tariffs  are  comparatively 
low  when  you  compare  them  to 


some  OEDC-member  countries," 
says  Chao-Ling  Shyu,  deputy 
director  general  of  the  Board  of 
Foreign  Trade,  Ministry  of  Eco- 
nomic Affairs. 

Recent  progress  has  also  been  made 
in  the  disputed  area  of  intellectual 


propert)'  rights:  A  revised  copy- 
right law  went  into  effect  last 
year  and  the  Cable  TV  Law  was 
passed  in  the  Legislative  Yuan  on 
July  16,  1993. 

While  a  large  trade  imbalance 
with  the  U.S.  still  exists,  the  gap 
has  been  narrowing  steadily  since 
1987.  Last  year,  the  surplus 
declined  from  $8.2  billion  to  $7.8 
billion,  a  drop  of  5%  from  1991. 

"The  imbalance  is  improving,  and 
this  will  be  continued,"  says  Shyu. 


Political  Transformation 


Politically,  Taiwan  has  been 
undergoing  a  quiet  revolution  — 
from  dictatorship  to  democracy 
—  nurtured  by  the  administration 
of  President  Lee  Teng-hui. 

Major  milestones  on  Taiwan's 
path  toward  political  liberalization 
have  included  allowing  the  intro- 
duction of  opposition  parties  in  the 
political  process,  granting  a  larger 
role  for  the  80%  of  people  on  the 
island  who  are  native  Taiwanese 
and,  most  importantiy,  introducing 
the  closest  thing 
to  fi-ee  elections 
in  40  years. 
Nowadays,  the 
reworked,  lean 
legislature  plays  a 
major  role  in 
Taiwanese  politics. 

A  sign  of 
Taiwan's  grow- 
ing political 
weight  is 
Washington's 
recent  agree- 
ment to  sell 
Taipei  $6  billion 
worth  of 
Lockheed  Corp. 
F-16  warplanes.  In  addition, 
France,  at  considerable  political 
cost,  sold  60  Mirage  2000-5  fight- 
ers to  Taiwan.  The  American  con- 
tract could  include  a  major  supply 
role  for  Taiwan's  fledgling  aero- 
space industry. 


Tf  you  want  to  do  business  in  Taiwan,  where  should 
you  start?  The  Taipei  World  Trade  Center  It's  a  place 
where  you'll  find  trade  information,  business  contacts, 
product  displays  and  international  trade  shows.  The 

/M^flJl    MlPgi  IVORLD  CMIM>t  EXTERIVWL  IR/(DE 

\T/"  <•  •  T  TR4DE  CENnER      Operated  by  DE/ELOP/HENT  COUNCIL      5  Hsm  yi 


Taipei  World  Trade  Center,  Your  opening  move  to 
business  in  Taiwan.  See  Us  First. 

'The  Taipei  World  Trade  Center  complex  includes  Exhibition  Hall. 
International  Trade  Building  Grand  Hyatt  Taipei  and  Convention  Center. 

I.  Sec.  5  Taipei.  Taiwan.  ROC  Tel:  (886-2)725-1111  Fax:  (886-2)725-1314 


I    I  I 

Metamorphosis. 
Transformation. 
Dramatic  Change. 

Like  a  butterfly  emerging  from 
a  cocoon  and  stretching  its  wings, 
the  Republic  of  China  on  Taiwan 
is  starting  to  show  its  colors. 

While  almost  everyone  has 
heard  of  our  metamorphosis  from 
rural  backwater  to  trading  power- 
house over  four  short  decades, 
maybe  you  don't  know  about 
some  other  dramatic  changes 
here. 

From  politics  to  culture  to 
environmental  awareness,  a  quiet 
revolution  is  changing  the  face 
and  substance  of  Taiwan. 

We  reached  a  major  milestone 
in  democratic  development  in 
1992  —  a  free  election  of  the 
entire  legislature  after  a  hard- 
fought  but  fair  multiparty 
campaign.  And  with  a  rapidly 
growing  free  press,  both  political 
pluralism  and  spirited  public 
debate  have  almost  become 
tradition. 

But  there's  more  going  on  here 
in  the  Republic  of  China.  For 
example,  Macbeth  —  performed 
Peking  style  —  was  acclaimed  by 
audiences  East  and  West.  When 
this  local  production  played  at 
London's  National  Theatre,  it 
broke  new  ground  in  cross- 
cultural  possibilities. 

Back  in  Taiwan,  a  renaissance 
is  under  way  in  traditional 
Chinese  arts,  and  there's  also  a 


ess 


revival  in  the  preparation  of 
China's  superb  regional  cuisines. 

Attitudes  toward  the 
environment  are  also  changing. 
During  our  years  of  rapid 
transformation,  the  natural 
environment  was  too  often 
sacrificed  for  economic  growth. 
But  no  longer.  Our  multibillion- 
dollar  Six-Year  National 
Development  Plan  commits 
substantial  funds  for 
environmental  protection  and 
pollution  control. 

But  these  are  only  facets  of 
Taiwan's  quiet  revolution,  only  a 
few  colors  in  a  brilliant  rainbow 
of  change.  No  headline-grabbing 
violence.  No  economic 
devastation.  Just  our  trademark: 
stability  with  progress  and  progress 
with  stability. 

So  now  you  know! 


Cement 


ittK"!  aiwan's  multi-billion  dollar  mKiorail 
developmenr  plan  now  underway, 
we,  a  leading  |poduc^^  quality  cement^ 
ave  a  more  signfficant  role™:o  play  than  bef 

Cemenwis  in  gre»  demand. 
And  thank4,i;Q,jdaj:  39  yea.a^  oi^  experience  and 
mnovative  ttchnology,  we  turned  out  more  than 
3  million  nitric  tons  ot    Quality  Br^d"  cement 
lated  procMcts  in  199^'  alone  to  meet  all  kinds  if 
constructtt)n    need,   both  at  home  and  abroad^ 
Duality  comtrucrions  call  for  quality  cement 
ml  We  are  the  producer  you  can  always  cmst/ 
For  more  information,  write 


TAIWAN  CEMENT  GORf>ORATION 


16-5  Tehwei  Street  Taipei  104,  Taiwan,  Repxjblic  ot  Ctiina 
Coble  CEMTWAN    Tel  :  (02)586-5101    Telex  ,  22352  CEMTWAN 
Fax  8862-586-2337    Board  Chairman  :  C  F,Koo 


The  ri^ht  tools  for  the  smart  capitalist! 

Your  access  to  Taiwan 

1.  EBDS 

Excellence  Business  Database  System  (in  Chinese  edition) 
includes  more  than  600,000  titles  selected  from  newspaper, 
magazines  and  periodicals  in  Taiwan.  The  system  provides 
detailed  informations  on  a  full  range  of  Taiwan  business 
issues  from  overall  investment  environment  to  individual 
company  activities.  Price  :  $1 ,850/Year 

2.  Super  1000 

Excellence  Super  1000  Companies  Database  (in  Chinese  edition) 
includes  more  than  3,000  largest  companies'  basic  data 
(address,  phone  and  FAX  numbers,  name  of  CEO,  major 
products  or  services,  etc.  )and  financial  statements.  Price:  $770 

These  two  Business  Databases  from  Excellence  fvlagazine 
(Taiwan's  leading  Business  fv1onthly)provide  vital  information 
on  the  status  of  business  in  Taiwan. 


For  further  information .pUaie  contact 

EXCELLENCE  PUBLICATIONS  COMPANY 

5F,  NO  531  CHUNG  CHENG  ROAD.  HSIN-TIEN  CITY,  TAIPEI.  TAIWAN.  R  O  C 
TEL:  886-2-218-6988FAX:  886-2-218-6494 
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Despite 
these  recent 
achievements 
and  its  increas- 
ing importance 
in  the  region,  Taiwan  feels  it  is  not 
receiving  the  serious  attention  from 
Western  governments  that  such 
achievements  should  confer.  Western 
governments  that  used  to  shun 
Taiwan  have  begun  sending  cabinet- 
rank  officials  to  the  island  for  the 
first  time  in  decades,  but  further 
recognition  is  desired. 

"We  feel  we  do  not  get  enough 
credit,"  says  Kung-chao  Ni,  direc- 
tor of  the  Department  of  Inter- 
national Information  Service  of  the 
Government  Information  Office. 
He  added  that  Taiwanese  authori- 
ties are  eager  to  join  such  distin- 
guished international  organizations 
as  the  General  Agreement  on 
Tariffs  and  Trade  (GATT)  and  the 
United  Nations,  but  mainland 
Chinese  authorities  continue  to 
frustrate  these  moves. 

"As  far  as  our  economic  strength 
is  concerned  and  as  far  as  the 
progress  of  our  democracy  is  con- 
cerned, we  should  be  recognized  in 
the  U.N.  and  other  international 
organizations,"  says  James  Chu, 
spokesman  for  the  ruling 
Kuomintang  Party.  "Our  people 
feel  very  firustrated  because  we  feel 
we've  complied  with  all  our  inter- 
national obligations." 


Six -Year  Development  Plan 


By  far,  the  biggest  government 
undertaking  to  stir  the  interest  of 
foreign  companies  and  govern- 
ments is  the  much-touted  Six-Year 
Plan,  designed  to  boost  the  island's 
crumbling  infrastructure  and  accel- 
erate Taiwan's  march  toward  devel- 
oped-nation  status. 

Taiwanese  officials  say  about 
$245  billion  will  be  spent  in  the  six- 
year  period  that  began  in  1991  on 
projects  ranging  fi-om  highways 
and  mass-transit  systems  to  power 
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tations  and  environmental  protec- 
ion  programs.  The  heaviest  spending 
vill  go  toward  projects  earmarked  for 
ransportation  and  communications, 
inergy  development  and  urban  devel- 
)pment  and  housing. 

Projects  attracting  the  most  inter- 
:st  are  a  $5.8  billion  nuclear  power 
>lant  and  a  $17  billion  high-speed 
ailroad.  In  July,  prompted  by  bud- 
getary concerns,  officials 
nnounced  that  the  program  would 
)e  trimmed  by  22% 
nd  the  number  of 
)rojects  pared  to 
>34  fi-om  775.  But 
'^ing  Price  of  the 

says  the  scaling 
lown  should  not 


liscourage 
^ericans  fi^om 
oming  to  Taiwan 
o  bid  for  projects. 

"American  com- 
»anies  have  won 
|uite  a  lot  of  pro- 
sets,"  says  Price, 
dding  that  in  1992  alone, 
^erican  firms  reaped  about  $1.4 
)illion  in  contracts. 

A  good  example  of  a  Taiwanese 
ompany  getting  a  boost  fi^om  the 
iix-Year  Plan  is  Taiwan  Cement 
]o.,  which  commands  25%  of  the 
sland's  cement  market.  "The  plan 
las  contributed  substantially  to  the 
ement  industry  as  a  whole,"  says 
Company  President  Leslie  Koo. 

Like  most  Taiwanese  companies, 
faiwan  Cement  is  eager  to  expand 
ts  presence  to  mainland  China, 
rhrough  its  Hong  Kong  sub- 
idiary,  the  company  is  hoping  to 
)articipate  in  the  mainland's  huge 
onstruction  boom. 

"China  is  the  biggest  single 
ement-producing  and  -consuming 
ountry  in  the  world,"  says  Koo. 
'We  are  looking  at  the  mainland 
vith  great  interest." 

One  organization  aggressively 
)romoting  Taiwan  and  its  products 
s  the  China  External  Trade 
Development  Council  (CETRA), 


which,  besides  finding  new  markets 
for  Taiwanese  manufacturers,  also 
operates  the  famous  Taipei  World 
Trade  Centre  Complex.  The 
TWTC  brings  together  four  world- 
class  business  facilities:  the  Taipei 
International  Convention  Center, 
the  34-story  International  Trade 
Building,  the  World  Trade  Centre 
Exhibition  Hall  and  the  1,000- 
room  Grand  Hyatt  Hotel. 
Grand  Hyatt  General  Manager 
Edward  Tai  says, 
with  a  complex  such 
as  the  TWTC,  visit- 
ing business  people 
hardly  have  to  ven- 
ture outside  the 
complex  during  their 
stay.  What's  more, 
he  adds,  hotel  r(X)m 
rates  have  recently 
fallen  considerably, 
making  Taipei  a  bar- 
gain compared  with 
Hong  Kong  and 
Tokyo. 

With  an  ambitious  infi'astructure 
development  program,  a  hard- 
working labor  force,  declining 
tariffs  and  close  proximity  to 
China,  Taiwan  offers  an  excellent 
location  for  businesses  seeking 
trade  and  investment  opportuni- 
ties. Incentives  such  as  the  ones 
being  developed  by  Taiwan's 
Industrial  Development  and 
Investment  Centre  are  making  it 
easier  to  do  business  on  the  island, 
especially  for  foreign  firms.  And 
their  intense  efforts  to  gain  mem- 
bership in  such  international  bod- 
ies as  the  U.N.  and  GATT  indicate 
that  Taiwanese  officials  are  serious 
about  honoring  their  international 
obligations,  whether  that  means 
protecting  intellectual  property  or 
revising  trade  barriers. 

The  miracle  that  has  propelled 
this  tiny  island  into  the  league  of 
industrialized  nations  should  not 
go  unnoticed. 

Design:  David  November  &  Co.,  Inc. 


The  writing 
is  on  the  wall  . 


Shouldn^t  you 
know  what  it  means? 

It  means  Taiwan's  workforce  is  among 
the  best  educated  in  the  world- 
It  means  Taiwan  is  the  ideal  stepping  stone  for 
moving  into  Asia's  fast-growing  markets. 

It  means  no  matter  where  you 
look  -  from  the  headlines  of  international 

business  journals, 
to  the  dazzling  displays  of  Taipei's  shop 

windows  -  the  signs  all  point  to 
Taiwan's  emergence  as  one  of  the  world's 
most  dynamic  economies. 

It  means,  "Taiwan's  Looking  Good. 
And  we  invite  you 
to  learn  more. 

Board  of  Foreign  Trade 
Ministry  of  Economic  Affairs 

I  Hu  Ktni  Sircel.  Taipei.  Taiwan.  ROC 
Td  |8S(.  2)  .15H)27I    Fa»  (8116  2H.SI  1601 
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Some  of  the 
largest  fortunes  in 
America  are  so  divided 
among  members  of  a 
family  that  no  one 
individual  can  qualify  for 
The  Forbes  Four  Hundred. 
This  listing  of  such  families  is 
extensive  but  not  meant  to  be  as 
complete  as  our  list  of  the  richest 
individuals.  Many  of  the  following  are 
heirs  of  persons  who  would  have  been 
on  The  Forbes  Four  Hundred  if  it  had 
been  compiled  in  earlier  decades.  Others 
are  business  families  still  building  their 
fortunes,  who  may  one  day  put  one  of  their 
members  on  the  individuals'  list. 


^dersen 

Bayport,  Minn.  Danish  immigrant 
Hans  Jacob  Andersen  arrived  in  Port- 
and.  Me.  1870.  First  words  in  En- 
glish: "All  together  boys,"  company 
notto  ever  since.  With  sons  founded 
\ndersen  Lumber  Co.  1903.  In 
1905,  standardized  window  frame 
iizing  with  interchangeable  parts — 
evolutionized  building  industry. 
>igned  first  profit  sharing  check 
lours  before  his  death.  Andersen 
Corp.  built  national  reputation  for 
]ualit)':  "Only  the  rich  can  aflford 
•>oor  windows."  Industry  leader,  now 
ibout  10%  U.S.  market  share.  Profit- 
iharing  seems  to  work:  employees' 
tonuses  over  25%  of  1992  salary.  But 
ilump  in  housing,  lumber  shortage 
lurts,  amid  industry'  woes  family's 
^0%  estimated  $450  million  or  more. 


Sacardi 

^uerto  Rico,  Miami  et  al.  Descen- 
lants  of  Don  Facundo  Bacardi  (b. 
1816),  Spanish-born  wine  merchant, 
;migrated  to  Cuba  1830.  (Son  Emilio 
xy  player  in  Cuban  independence.) 
Vlade  "civilized  rum,"  formed  Ba- 
:ardi  Co.  1862.  Family  built  to 
vorld's  most  popular  brand  liquor, 
'rofits  $130  million  on  $1.75  billion 
ales  1991.  In  1992  decided  to  mix 
um  with  vermouth:  bought  majority 
n  Martini  &  Rossi  for  $1.4  billion. 
Bacardis  hold  various  intertwined  pri- 
'ate  companies:  Bacardi  Corp.  of 
^uerto  Rico  sells  to  Bacardi  Corp.  of 
Vliami;  royalties  to  Bacardi  &  Co. 
^td.  Bahamas.  Family  bickering:  less 
)owerfLil  shareholders  want  voice, 
nore  info.  Company  denies  any  prob- 
ems.  Some  500  Bacardis  share  for- 
une  estimated  $1.4  billion. 


Sarbey 

l^alifornia  et  al.  Heirs  of  John  Barbey, 
bunder  with  5  partners  of  Reading 
31ovc  &  Mitten  Mfg.  (Pa.)  1899. 
bought  out  partners  1911,  renamed 
ichuylkill  Silk  Mills  (first  product  silk 
gloves).  Pioneered  brand-name  lin- 
gerie (Vanity  Fair)  1917.  Daring  mar- 
^^eter:  first  to  use  live  models  wearing 
)nly  underwear.  Son  J.E.  CEO  1939; 
lesigned  women's  lingerie.  Died 
1956,  left  stock  in  trust,  handpicked 
)utside  management.  Company  later 
idded  blue  jeans  (Lee  1969,  Wran- 


gler 1986),  sportswear  (Jantzen 
1986).  No  Barbeys  in  VF  Corp.  to 
day.  Donate  hea\'ily  to  Christian  Sci- 
ence Ten-Acre  Foundation.  Even  so, 
family's  stock,  in  trust,  recently  worth 
$570  million. 


Bean  (Gorman) 

Freeport,  Me.  Descendants  of  Leon 
Leonwood  Bean  (1872-1967), 
sportsman,  founder  L.L.  Bean,  Inc. 
Tired  of  cold,  wet  feet,  put  rubber 
bottoms  on  leather  shoes,  became 
famous  "duck  boot."  After  90  of  first 
100  pairs  returned  defective,  intro- 
duced Bean  money-back  guarantee; 
still  in  eflPect.  Maine's  first  hunting 
licenses  inspired  first-ever  direct-mail 
marketing  campaign  1919;  sales 
passed  $1  million  1937.  "That  wasn't 
bad  for  a  boy  who  never  got  through 
the  eighth  grade."  Grandson  Ixon 
Gorman,  58,  widened  advertising, 
broadened  women's  line;  but  scaling 
back  to  protect  quality,  service.  Mov- 
ing into  Japanese  market.  Fifteen  low- 
profile  descendants  control  company 
estimated  worth  in  excess  of  $550 
million. 


Bing 

Los  Angeles.  Real  estate.  Brothers 
Leo  and  Alexander  Bing  constructed, 
owned  or  managed  pre -World  War  11 
NYC  apartment  buildings.  Leo  moved 
out  West  in  1950s.  After  brothers 
died,  heirs  wanted  out  of  real  estate: 
family  sold  31  apartment  buildings 
for  about  $40  million  to  NYC  develop- 
er Sigmund  Sommer  (see  Viola  Som- 
mer).  Bought  back  properties  1977 
for  less  than  that;  then  sold  to  other 
investors  for  over  $200  million  in 
1985.  Sold  4  other  buildings  for  an- 
other $50  million.  Proceeds  invested 
in  stocks,  bonds,  some  Los  Angeles 
real  estate.  Peter  Bing,  Ixo's  son, 
member  of  board  Stanford  Universi- 
ty; active  fundraiser.  Today  family, 
living  quietly,  believed  worth  some 
$600  million. 


Blaustein 

Baltimore.  Inheritance.  Heirs  of  Lith- 
uanian immigrant  Louis  Blaustein 
(1869-1937),  delivered  kerosene 
door-to-door;  invented  predecessor 
of  modern  RR  tank  car.  Only  son 


Jacob  (d.  1970)  invented  metered 
gasoline  pump,  antiknock  gas,  drive- 
in  stations.  Founded  Amoco  1910; 
merged  into  Standard  Oil  of  Indiana 
1954.  Part-time  diplomat:  convinced 
U.N.  conferees  to  accept  human 
rights  provisions  1945.  His  son  Jacob 
inherited  50%;  daughters  Fanny  Thal- 
heimer  (d.  1957),  Ruth  Rosenberg 
(d.  1992)  25%  each.  Family  controls 
Crown  Central  Petroleum,  real  es- 
tate, tankers,  manufacturing.  Tankers 
in  decline;  spun  off  to  family  share- 
holders, away  from  balance  sheet  into 
family  fortune  estimated  to  be  $1.2 
billion. 


Block 

Block  Drug  Co.  Descendants  of  Alex- 
ander Block,  Russian  immigrant  who 
opened  small  retail  drugstore  1907. 
Today  New  Jersey-based  leading 
manufacturer,  marketer  dental  prod- 
ucts, pharmaceuticals,  household 
products:  Polident,  Nytol,  Senso- 
dyne,  etc.  Simple  strateg>':  find  niche, 
build.  Developed  one  of  few  direct- 
sales  forces  in  professional  dental  sup- 
plies market;  aggressive  force.  Expan- 
sion mostly  through  extension  of 
brand  names.  Block  family  now  in 
fourth  generation.  Alexander's  son, 
Leonard,  81,  senior  chairman.  Leon- 
ard's son  Thomas,  48,  president. 
Thomas'  cousin  James,  56,  chairman. 
Family  owns  100%  of  voting  stock, 
over  50%  nonvoting,  recently  worth 
about  $700  million. 


Brittingham 

Mexico,  Dallas.  Brothers  Jack  and 
Robert  saw  opportunity'  for  ceramic 
tile  in  post-WWII  building  boom. 
Dallas  headquarters,  but  used  Mexi- 
co, where  tile  is  produced  labor 
cheap.  Started  1944;  built  Dai-Tile 
Group  into  one  of  largest  U.S. 
ceramic  tile  makers.  Brother  Jack, 
a.k.a.  Juan,  commuted  from  Dallas 
to  Mexico  to  rim  manufacturing; 
former  chairman  Robert  ran  Dai- 
Tile  U.S.  Sold  out  1990  to  aea 
Investors  Inc.  for  $640  million  pre- 
tax. Robert:  avid  hunter  in  Africa, 
Mexico;  was  fined  $4  million  in 
March  for  dumping  lead  sludge; 
also  community  service  and  5  years' 
probation.  Son  Bobby  in  Dallas  real 
estate,  other  concerns,  as  Rosebriar 
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Corp.  Family  shares  estimated  $475 
million  fortune. 


Brown 

Brown-Forman  Corp.  Ixiuisville,  Ky. 
Descendants  of  George  Garvin 
Brown,  who  founded  company  with 
half  brother  1870;  named  Brown- 
Forman  1890.  Maintains  family  con- 
trol; but  before  family  member  can 
join  company  must  have  two  degrees. 
William  Lee  Lyons  Brown  Jr.,  c:k() 
1975-93,  son  of  W.L.  Lyons  Brown 
(ceo  195 1-71),  who  was  grandson  of 
George  Gar\'in  Brown.  Owsley 
Brown  II,  brother  of  W.L.  Lyons 
Brown  Jr.,  current  CEO.  Company 
strategy:  invest  in  most  promising 
brands — Jack  Daniels,  Southern 
Comfort,  Canadian  Mist,  Korbel 
Champagnes,  etc.  See  advertising  as 
key  to  sales.  Acquired  Lenox  china- 
maker  1983;  Dansk  International  De- 
signs and  Gorham  Silver  1991 ;  Fetzer 
Wines  1992.  Family  stock  recently 
worth  $1  billion. 


Bosch 

St.  Louis.  Descendants  of  Bavarian 
immigrant  Adolphus  Bvisch,  married 
Lilly  Anheuscr  1861.  Sold  brewery 
supply  business,  joined  father-in- 
law's  brewery  1866.  Company  sur- 
vived Prohibition  selling  corn  syrup, 
yeast.  Grandson  August  Jr.  (d.  1989) 


president  1946.  Steered  into  modern 
era  with  Biisch  Gardens  theme  parks, 
St.  l^niis  (baseball)  Cardinals;  pro 
moted  Biidweiser  into  "King  of 
Beers."  America's  brewer:  one  in  four 
beers  drunk  in  U.S.  a  Bud.  August  III, 
56,  now  at  helm;  added  food  prod- 
ucts. Fifth  generation  August  IV,  29, 
first  sip  of  Bud  age  10  hours;  after  2 
mn  ins  with  law,  settling  down  as  VP 
Budweiser  Brands,  handles  advertis 
ing,  marketing.  Family  shares  recently 
$1.1  billion. 


Campbell 

Hawaii.  Progenitor  James  Campbell 
left  Ireland  as  13-year-old  stowaway, 
arrived  NYC   1839.  Survived  ship- 
wreck, cannibal  attack  on  voyage  to 
Hawaii  1850.  Bought  vast  tracts  of 
land  previously  believed  worthless, 
pioneered  artesian  wells,  built  rich 
sugar  plantation.  Dubbed  "Kimo 
Ona  Milliona"  (James  the  Million 
aire)  by  native  islanders.  Died  1900. 
Estate  now  75,000  Hawaiian  acres. 
Committed  to  preser\'ing  agriculture, 
but  slowly  selling  well-situated  par 
eels,  buying  mainland  oftice  build 
ings,  shopping  malls  at  depressed 
prices.  Last  surviving  daughter.  Be 
atrice  Campbell  Wrigley,  died  1987; 
trust  dissolves  2007;  numerous  family 
members  will  divide  estimated  $700 
million  real  estate  fortune,  securities. 


Manuel  Jorge  Cutillas 

He  heads  his  family's  crown  jewel,  Bacardi  Ltd.,  the  world's  largest  maker 
of  rum,  as  it  tries  mixing  rum  with  vermouth:  Bacardi  purchased  a  majority 
stake  in  Martini  &  Rossi  for  $1.4  billion  this  year. 


Chandler 

I.A  et  al.  Times  Mirror  Co.  Heirs  of 
Harr>'  ("handler,  w  ho  rose  from  clerk 
to  chairman  lA  Times;  married 
daughter  of  owner  Harrison  Gray 
Otis.  Built  real  estate/media  empire. I 
Died  1944.  Son  Norman  won  over 
readers  by  favoring  news  over  adsl 
during  WWII  print  shortage.  Was 
editorially  conserxative:  "We  only 
ga\'e  management's  side  in  labor  dis 
putes."  Grandson  Otis  Chandler 
took  o\'er  1960;  moved  paper  toward 
more  balanced  coverage,  ("ompanv 
diversified  into  book  publishing,  ca 
ble  and  broadcast  sen  ices.  Also  pub- 
lishes (New  York)  Newsday,  Balti- 
more Sun,  Hartford  Courant.  Otis 
stepped  down  as  chairman,  editor-in 
chief  1986.  Over  100  family  members 
share  trust  worth  at  least  $1 .2  billion. 


Clapp 

Seattle.  Matthew  G.  Norton  anc| 
brother  James  started  lumber  compa 
ny  late  1800s  with  cousin  Williami 
Laird.  Laird  Norton  Co.  supplied 
homesteaders — still  an  active  busi- 
ness. Helped  Frederick  Weyerhaeuser 
start  Weyerhaeuser  Co.  Eben  Clappj 
physician,  married  the  daughters  ol 
Matthew  and  James,  in  turn.  Son| 
Norton  Clapp  principal  heir;  was  larg 
est  Weyerhaeuser  shareholder;  presi-l 
dent  1960  66,  chairman  to  1976^ 
Conserxative  manager  family  wealthJ 
Norton's  6  sons  (3  deceased)  not 
businesslike,  but  stepson  Booth| 
Gardner  president  Laird  Norton's 
Midwest  operations;  now  Washing 
ton  governor.  Norton  married  to 
widow  of  one  of  his  sons.  Over  100 
share  fortime  well  over  $700  million 


Clark 

C'ooperstown,  N.Y.  Heirs  of  Edward 
Clark  (1811-82),  who  helped  Isaac 
Singer  sell  sewing  machines  1850s. 
got  40%  Singer  Mfg.  Co.  His  4  grand 
children  made  dubious  claim:  Ameri 
ca's  fa\'orite  pastime  invented  in  Coo 
perstown.  Belie\ed;  opened  Baseball 
Hall  of  Fame  there  1939.  Also  muse- 
ums, hospital,  hotel,  golf  course,  etc. 
Last  great-grandchild,  family  leader 
Stephen  C.  Clark  Jr.,  died  last  year 
Fifth  generation:  Anne  Labouissc 
Peretz,  54,  co-owner  New  Republic 
magazine;  Alfred  Clark  Jr.,  50,  man 
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The  management  of  wealth 
made  simple. 


Once  it  was  enough  to  invest  wisely  in 
domestic  blue  chip  securities. 

Today  a  portfolio  that  ignores  global  real- 
ities can  expose  you  to  unacceptable  risk.  And 
limit  opportunities  for  reward. 

Yet  the  complexities  of  managing  a  truly 
global  portfolio  are  more  than  most  people  are 
willing  to  undertake. 

Fortunately,  there's  The  Private  Bank  of 
Union  Bank  of  Switzerland. 

As  one  of  the  world's  few  Triple-A  rated 
banks,  UBS  has  resources  and  expertise  in 


global  portfolio  management  unmatched  by 
any  other  financial  institution. 

Which  IS  why  we  have  been  the  portfolio 
managers  of  preference  to  generations  of  indi- 
viduals and  their  families  for  over  125  years. 

If  you  have  investible  assets  of  $3  million 
or  more,  please  contact  Peter  E.  Guernsey,  Jr. 
at  (212)  715-3821. 

Allow  us  to  assist  you  in  simplifying 
the  new  complexities  and  rewards  of  today's 
portfolio  management. 


Jnion  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171  Telephone:  (212)  715-3000  Fax:  (212)  715-3498 

)ther  offices  in  North  America;  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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ages  own  investments  in  Palm  Beach, 
NYC;  Jane  Forbes  Clark,  38,  chairman 
Clark  Foundation  and  Clark  Estates 
Inc.,  NYC.  Smart  investments  keep 
about  $450  million  for  11  Clarks; 
similar  amounts  in  foundations. 


Close 

Fort  Mill,  S.C.  Colonel  Leroy  Springs 
founded  Lancaster  Cotton  Mill  1895, 
took  over  Fort  Mill  Mfg.  Co.  Son 
Elliot  White  Springs,  fifth-ranking  ace 
pilot  WWI,  writer  1920s,  returned  to 
family  textile  business  at  father's  re- 
quest 1931.  Used  WWII  textile  prof- 
its to  expand  to  New  York;  died  1959. 
Son-in-law  Hugh  W.  Close  followed, 
d.  1983.  Springs  Industries  now  a 
leading  manufacturer  home  fi.irnish- 
ings:  sheets,  comforters,  draperies, 
etc.  (1992  revenues  almost  $2  bil- 
lion). Eliot's  granddaughter,  Cran- 
dall  Close  Bowles,  45,  director  of  the 
Springs  Co.  (management  services), 
oversees  famih'  interests  in  real  estate, 
insurance,  railroad.  Close  family  con- 
trols about  75%  of  voting  stock;  net 
worth  estimated  about  $475  million. 


Collier 

Inheritance,  investments.  Naples,  Fla. 
et  al.  Descendants  of  Barron  Gift 
Collier,  high  school  dropout  advertis- 
ing wiz;  used  streetcars  instead  of 
billboards.  Bought  southwest  Florida 
land  from  1911,  eventually  amassed 
1.3  million  acres  (Collier  County 
etc.);  d.  1939.  Heirs  disagreed  on 
strategy',  split  empire  with  a  coin  toss 
1980.  Branch  A:  Collier  Enterprises. 
Led  by  Miles  Collier,  46;  controls 
72,000  acres  agri-land,  2,800  acres 
Naples,  10,000  acres  citrus,  Oklaho- 
ma Local  Federal  bank.  Also,  Tampa 
industrial  park.  Branch  B:  Barron 
Collier  Co.,  3  main  heirs:  72,000 
acres  agri-land,  5,000  acres  Naples, 
10,000  acres  citrus;  developing  80 
acres  downtown  Phoenix.  Combined 
estimated  worth:  $1 .2-plus  billion. 


Coors 

Coors  beer.  Golden,  Colo.  Heirs  to 
German  immigrant  Adolph  Coors, 
stowaway  on  Baltimore-bound  sail- 
ing ship;  started  brewer)'  1873.  Com- 
pany surx'ived  Prohibition  making 
malted  milk,  ceramics,  near  beer. 


Laszio  N.  Tauber 

Not  getting  any  younger  at  78.  His 
new  REIT  helps  his  4  million  square 
feet  of  office  space  get  liquid. 


Charged  with  controversial  antigay, 
antiminority,  antiunion  policies  until 
10-year  AFL-CIO  boycott  brought  af- 
firmative action  pact  1987.  Peter,  46, 
grew  up  fourth-generation  Coors, 
worked  summer  vacations  at  brewery. 
Despite  father's,  uncle's  reluctance, 
ordered  development  light  beer  late 
1970s.  Now  third  in  market.  Recently 
named  nonfamily-member  Leo  Kiely, 
former  president  Frito-Lay,  coo; 
Pete  remains  c:eo.  Only  two  brewer- 
ies: Gokien,  Colo.;  Memphis,  Tenn. 
Two  seem  enough:  family  shares  re- 
centlv  worth  over  $390  million. 


Cowles 

Media.  Minneapolis,  nyc  et  al.  De- 
scendants Gardner  Cowles  Sr.  (d. 
1946),  who  put  $1 10,000  into  ailing 
Des  Moines  Register  1903,  added 
evening  Tribune,  built  monopoly. 
Son  John  Sr.  (d.  1983)  pulled  same 
trick  with  Minneapolis  Star  1935. 
Gardner  Jr.  (d.  1985)  founded  Look 
magazine;  sold  Family  Circle,  etc.  to 
New  York  Times  for  23%  of  nyt  stock 
1971.  Third  generation  blew  profits; 
sold  Cowles  Broadcasting  to  Oveta 
Culp  Hobby  (which  see)  1984,  flag- 
ship Register  to  Gannett  for  $200 
million  1985.  John  Cowles  111,  39, 
chairs  thinly  traded  Cowles  Media: 
"We  still  have  plenty'  to  do."  Over  70 
heirs  with  70%  Cowles  Media,  plus 
New  York  Times  stock,  estimated 
over  $500  million. 


Cullen 

Houston.  Descendants  of  Hugh  Ro' 
Cullen  (d.  1957),  grade  school  drop 
out,  cotton  trader,  legendary  wildcat 
ter.  Drilled  others'  "dr)'"  holes  deep 
er,  found  oil.  Hit  famed  Tom  O'C^on 
nor  (see  family)  field  early  1930s 
Began  Quintana  Petroleum  1932 
runs  wells  for  family,  Exxon.  Only  so 
Roy  killed  in  oil  rig  accident  1936 
grandson  Roy  H.  in  Quintana.  Exec 
utive  committee  of  1  daughter, 
grandsons  runs  it.  Fourth  daughtc 
married  playboy  "Baron"  di  Portan 
ova,  liveci  as  hermit  in  Times  Squan 
hotel,  d.  1959;  son  Enrico  sued  tamil 
for  more  income,  finally  bested  by  h  )■ 
Jamail  (which  see).  Family  has  givei 
over  $100  million  to  U.  of  Houston 
fortune  believed  well  over  $500  mil 
lion,  mav  be  over  $1  billion. 


Dayton 

Minneapolis.  Heirs  to  George  Drape 
Dayton,  mo\'ed  1883  from  N.Y.  tc 
buy  Minnesota  bank.  Founded  Da\ 
ton's  department  store  1902.  Soi 
George  Nelson  took  over  1938 
George's  5  sons  all  in  business  b' 
1950.  Opened  first  indoor  2-levc 
shopping  mall  Minneapolis  are 
1956.  Added  low-margin,  discoun 
stores  1962;  created  book  retailer  B 
Dalton  (sold  1986).  Went  publi 
1967.  Merged  with  J.L.  Hudson  i\ 
1969.  Last  of  sons  retired  from  Da\' 
ton  Hudson  1983.  Family  active  ii 
state:  grandson  Mark  Dayton  ran  uni 
successfially  for  Senate  1982,  nov 
state  auditor.  His  father  Bruce  Da\ 
ton  major  art  collector;  most  of  col 
lection  promised  to  Minneapolis  ai 
museum.  Family  fortune  beliex  ed  t' 
be  near  $1  billion. 


deMenil 

Houston,  NYC.  Descenciants  of  physi 
cist  Conrad  Schlumberger,  developc 
first  "well-logging"  device  1920' 
Boon  to  oil  exploration:  fine-tune^ 
location,  depth  of  underground  o\ 
U.S.S.R.  first  to  iry  Schlunibergc 
Ltd.  (Conrad,  a  socialist,  pleased. 
Died  1936.  Company  dominant  i 
field  since.  Daughter  Dominiqut 
now  85,  fled  Nazi-occupied  Pari 
1941  to  firm's  Houston  headquai 
ters.  Husband  John  de  Menil  (c 
1973)  ran  company  1967-70.  Ovc 
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iHECK  OUT  THE  GUARDIAN 


THE  BEST  OF 

THE  BEST" 

STOP!  DON'T  BUY  ANY  OTHER  POLICY  BEFORE  YOU  TALK  TO  US. 


The  Guardian  is  one  of  the  strongest  financial 
companies  in  America.  Here's  the  proof: 

1.  The  highest  ratings  from  the  leading  independent  rating  services* 

2.  Ranked  #1  industry-wide  on  the  basis  of  20-year  Interest  Adjusted 
Costs  at  ages  25,  35  and  45. 

3.  A  mutual  fund  (The  Guardian  Park  Avenue  Fund")  awarded  five 
stars  by  Morningstar  (6/25/93)  and  placed  on  the  Forbes  Honor  Roll 
for  the  past  five  years  ** 

4.  For  the  third  consecutive  year,  recognized  by  Fortune  as  the  #1 
insurance  company  of  the  50  largest  in  America  based  on  net 
income  as  a  percent  of  assets. 

5.  Dividends  paid  EVERY  YEAR  since  1868  and  up  40%  in  the  past 
five  years.  (1992  dividend  was  the  highest  total  dividend  payout  in 
Guardian's  history!) 

6.  In  the  forefront  of  group  coverage  for  both  large  and  small 
companies. 

7.  A  leader  in  innovative  Disability  Income  Protection  plans. 

8.  A  high-quality,  professional  career  agent  field  force. 


THE 
GUARDIAN 

0' 


YOUR 
INSURANCE 
COMPANY 


0- 


[0 
[0  □ 


For  more  evidence  of  our  outstanding  performance,  just  call  your  Guardian 
representative  or  1-800-662-1006.  We'll  show  you  why  The  Guardian  is  the 
intelligent,  financially  strong  choice  for  Life  Insurance,  Group  Insurance, 
Reinsurance,  Disability  Income  Protection  or  Equity  Products.** 

■Rated  AAA'  by  Standard  and  Poor  s,  "Aaa"  by  Moody's  and  A++  by  A  M.  Best 

■  •Morningstar,  I nc  ,  a  nationally  recognized  nnutual  fund  rating  organization,  seeks  to  identify  those 
funds  that  produce  the  highest  level  of  return  in  relation  to  their  overall  level  of  risk  The  Forbes  Honor 
Roll  selects  approximately  20  mutual  funds  each  year  from  over  1,000  stock  funds  ranked  for  con- 
sistency of  results,  moderate  risk  and  continuity  of  management  Request  a  prospectus  with  more 
complete  Information,  including  fees  and  expenses.  Read  It  carefully  before  you  invest  or  send 
money.  Equity  products  are  offered  through  Guardian  Investor  Services  Corporation',  an  indirect 
wholly  owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America 


^  The  Guardian 


The  InlcllpMil  ( 'hoKC" 

Since  1860 


1993  The  Guardian  Life  Insurance  Company  of  America 


half  Dominique's  15,000-piece  art 
collection  to  Menil  Collection  muse- 
um, Houston.  Started  Carter- Menil 
Human  Rights  Founciation  with  Jim 
my  Carter.  Five  children  also  collec- 
tors. Remaining  art,  stock  estimated 
over  $500  million. 


DiUon 

Far  Hills,  N.J.  Patriarch  C'larence  Oil 
Ion  (d.  1979)  joinecJ  what  would  be- 
come Dillon,  Read  1914,  took  over 
1919.  Wall  Street  power  throughout 
1920s — locked  horns  with  J. P.  Mor 
gan — ancJ  beyond.  Launched  U.S.  & 
Foreign  Securities  investment  trust 
1924;  liquidated  1983.  Son  C.  Doug 
las:  Ike's  ambassador  to  France;  Trea- 
sury Secretary  under  |FK,  LBJ;  former 
chairman  NYc's  Metropolitan  Muse- 
um. Art  collection.  Large  landhold- 
ing  exclusive  area  suburban  N.J.  Fa- 
mily's famous  Chateau  Haut  Brion 
vineyards  run  by  Doug's  daughter 
Joan  (Duchesse  de  Mouchy).  Dillon, 
Read  sold  to  Bechtels  (which  see) 
1981.  Family  over  $500  million,  may- 
be way  over,  depending  on  contents 
of  at  least  41  trusts. 


Disney  (Walt) 

LA.  Heirs  of  Walter  Elias  Disney  (d. 
1966).  Genius  cartoonist.  After  art 
school  Chicago,  started  Laugh-O- 
Gram's  animation  company  in  Kansas 
Cit>^  1917,  closed  1922.  In  1923 
arrived  Hollywood  with  $40.  Mickey 
Mouse  appeared  1928;  rest  history. 
Walt  Disney  Co.  now  global  enter- 
tainment power,  but  family  position 
decreased  afl:er  Bass  brothers'  (which 
see)  investment,  1984  takeover  by 
Michael  Eisner  (see  also) ^  Frank  Wells. 
Family's  Retlaw  Enterprises  (media, 
real  estate)  was  nm  by  widow  Lillian, 
daughters  Diane  and  Sharon  (adopt- 
ed, died  of  cancer  February);  her  3 
children  inherit  estimated  $170  mil- 
lion. Lillian,  very  private,  estimated  at 
least  $140  million;  Diane,  over  $70 
million.  Family  upset  by  recent  nega- 
tive biography  on  Walter.  "We 
weren't  raised  with  the  idea  that  this 
was  a  great  man.  He  was  Daddy." 


Donnelley 

Chicago  origin.  Heirs  to  Richard  R. 
Donnelley    (d.    1899),  Canadian 


saddlemaker's  apprentice;  went  to 
Chicago,  started  print  shop  1864. 
Burnt  down  in  Great  Chicago  Fire 
1871;  family  rebuilt  into  R.R.  Don 
nelley  &  Sons.  Son  Reuben  (d.  1929) 
formed  own  company  (sold  to  Dun  & 
Bradstreet  1961).  Grandson  Gaylord 
took  over  main  family  company  1964. 
Died  1992  at  81.  C'ompany  known 
for  printing  the  Good  Book  and  the 
Big  Book — the  Bible  and  the  Sears 
catalog.  Sears  dropped  catalog  but 
Donnelley  still  world's  largest  printer 
of  Bible.  Also  prints  Time,  News- 
week, New  Yorker,  rv  Guide, 
American  Heritage.  Plus  catalogs, 
inserts,  phone  books,  tabloids, 
books  etc.  Family's  18%  share  of 
R.R.  Donnelley,  other  assets  recent- 
ly worth  $1.2  billion. 


du  Pont  (Pierre  Samuel  II) 

Wilmington,  Del.  Descendants  of 
Pierre  Samuel  du  Pont  de  Nemours 
(1739-1817),  French  Physiocrat  who 
fled  revolutionary  terror  for  America 
1800.  Son  Eleuthere  Ircnee,  chem 
ist's  apprentice,  founded  gunpowder 
factory  on  Brandywine  Oeek  1802. 
Company  and  family  prospered, 
dominated  Powder  Trust  late  1800s. 
After  family  battle  for  company  con- 
trol, Pierre  S.  du  Pont  II  emerged  as 
leading  figure,  with  two  cousins, 
1915.  Lucrative  WWI  munitions  con- 
tracts led  to  vast  growth,  profits,  de- 
spised sobriquet  "Merchants  of 
Death."  Founded  Christiana  Securi- 
ties as  family  holding  company  for  Du 
Pont  (eventually  merged  into  Du 
Pont  1977  under  antitrust  pressure). 
Rescued  nascent  General  Motors 
1920s,  took  about  one-third  interest. 
Also  Hercules  Powder  Co.,  U.S. 
Rubber  (later  Uniroyal),  etc.  Bought 
out  cousins  in  fiirther  struggles  for 
control  of  Du  Pont.  Childless,  Pierre 
divided  bulk  of  fortune  among  6  sib- 
lings, etc.  before  death  in  1958.  His 
family  branch  built  Wilmington  Trust 
Co.;  dissident  branches,  Delaware 
Trust  Co.  Numerous  descendants  of 
Pierre  II  siblings  still  control  over  1 5% 
Du  Pont.  Family  member:  "The 
thing  about  du  Ponts  is  that  some  are 
very,  very  rich,  and  the  others  are  just 
plain  old  rich."  This  branch  (includ- 
ing individuals  listed  separately)  esti- 
mated over  $9  billion. 


vt'noMfiiAitjL^it.  T  fin  1ft- i'rt-i^i->ti  II  t  r<Tiatlttii 


Ted  Turner  riding  the  range  with  wife  Jane 
Fonda;  right,  one  of  his  politically  correct 
Montana  ranch  animals 
How  much  methane  does  a  billion- 
aire's bison  add  to  global  warming 


Durst 

Real  estate,  otc,  Scarsdale,  Chappj 
qua,  Martha's  Vineyard  et  al.  Dt 
scendants  of  Joseph  Durst  (d.  1974 
Austrian  immigrant  1902,  starte 
Durst  Organization  1915  to  oversc 
handful  of  NYc;  buildings.  Sons  Se\ 
mour.  Royal  (d.  1993):  Seymoii 
bought  office  property  1940s;  pic 
neered  Third  Avenue  dcvelopmeni 
Followed  father's  rule:  "Never  bu 
farther  than  you  can  walk."  No' 
about  5  million  square  feet  midtow 
office  space.  Seymour  persistent  gad 
fly:  "New  York  builds  bureaucracy 
not  housing."  Next  generation  i 
place:  Sevmour's  sons  Douglas,  Rol" 
ert;  David's  sons  Jonathan,  Joshu; 
"Qualit)'  organization"  still  estimal 
ed  worth  about  $600  million. 


Farish 

Houston  origin.  William  Stamps  Fal 
ish,  other  Texas  oilmen,  pooled  intei 
esfs,  founcied  Humble  Oil  &  Refinim 
Co.  1917.  John  D.  Rockefeller 
Standard  Oil  Co.  of  New  Jersey  (no' 
Exxon)  had  capital,  but  inadequat 
oil  production  in  post-WWI  boor 
after  classic  antitrust  breakup.  Hun 
ble:  huge  production,  needed  capita 
Standard  paid  $17  million  for  ha 
1919,  slowly  upped  stake.  Farish  ros 
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o  Jersey  Standard  chairman,  died 
'942.  Will  II  died  in  military  air 
how  crash  1943.  Will  III,  54,  man- 
ges family  fortune  (W.S.  Parish  & 
J).,  estimated  4.6  million  shares 
•Axon,  etc.),  $100  million  founda- 
loii.  Busy  with  Ky.  breeding  farm, 
lacing  horses.  Aunt  Martha  Parish 
jierry  shares  fortune.  Pamily  esti- 
jnated  $425  million. 


'lagler 

•aim  Beach,  Pla.;  Chapel  Hill,  N.C.; 
Richmond,  Va;  NYC  et  al.  Descen- 
ants  Henry  Morrison  Plagler,  part- 
cr  treasurer  Rockefeller's  Standard 
)il  Co.  Man  behind  idea  of  Standard 
)il  Trust.  Built  hotels:  Pla.  Past  Coast 
Railway;  West  Palm  Beach;  The 
Ircakers.  Left  most  to  third  wife, 
laiy  Lily  Kenan.  She  married  Robert 
Vorth  Bingham  (see  family),  died 


f  suspiciously;  he  built  Louisville  news- 
^  paper  empire  with  $5  million  willed  to 
I  him  from  her.  Today  four  main  Ken- 
-  ans:  Frank,  81;  James,  83;  Lawrence 
Lewis,  76;  Mary  Lily  Lewis  Wiley,  73. 
Inherited  oil  stock,  real  estate,  etc. 
Prank  active  N.C.  business.  Lawrence 
formerly  in  resort  hotels,  long  contro- 
versial in  St.  Augustine  restoration. 
Pamily  fortune  may  total  over  $500 
million. 


Goldman 

NYC  area.  Inheritance.  Widow  Lil 
lian,  4  children  Sol  Goldman,  bil- 
lionaire NYC  real  estate  baron,  d. 
1987.  Lillian  says  she  insisted  he 
stop  being  mama's  boy  and  quit 
family  grocery  1940s.  Filed  for  di- 
vorce 1983;  "reconciliation"  won 
33%  of  Sol's  estate  (some  250 
properties  in  Manhattan  alone). 
Later  sued  to  void  deal.  Lillian 
claimed  conspiracy;  lost  1987. 
Trust  created  on  Sol's  death.  Ugly 
intrafamily  battle;  children  said  she 
could  have  income,  not  control. 
Lillian  sued  again;  won  1991.  "The 
Goldman  family  is  the  best  thing  to 
happen  to  lawyers  since  the  Magna 
Carta."  Most  properties  now  listed 
in  son  Allan's  name.  Lil's  worth 
estimated  at  $200  million  plus. 
Kids,  before  inheritance  tax:  $400 
million  plus. 

Goodson 

lA,  Santa  Barbara.  Son,  2  daughters  of 
Mark  Goodson  who  made  forttme 
inventing  game  shows,  d.  1992. 
Would-be  radio  announcer  who  had 
mike-fright  so  began  producing  radio 
soaps.  With  partner  Bill  Todman  (d. 
1979)  did  game  shows  from  1940s. 
First  radio;  to  TV  1950  with  What  's  My 
Line? — lasted  25  years.  I've  Got  a  Se- 
cret, The  Price  isRijfht,  Pass^vord,  Fam- 
ily Feud,  etc.  Goodson-Todman 
games  were  known  to  be  scrupulously 
clean — company  thrived  after  game 
show  scandals.  Also  tried  TW  drama — 
The  Rebel,  The  Richard  Boone  Reper- 
tory Theater,  etc.  Put  profits  into  news- 
papers— estate  now  has  8  dailies,  25 
weeklies.  Son  Jonathan,  48,  ams  tele- 
vision business.  Worth  $400  million 
more  or  less,  depending  on  inheri- 
tance taxes. 


Gore 

Gore  Tex.  Newark,  Del.  Wilbert  L. 
Gore  (d.  1986),  Du  Pont  employee, 
worked  on  Teflon  1957.  Du  Pont  not 
interested  in  selling  finished  Teflon 
goods;  Wilbert,  wife  Vieve  started 
own  business  1958  in  basement.  First 
insulated  cable;  then  Gore-Tex — du- 
rable membrane  later  used  in  space 
suits.  Son  Bob  took  over  1986.  Com- 
pany best  known  for  sportswear,  rain- 
coats, etc.,  but  also  medical  (surgical 
patches,  artificial  veins/ arteries),  tele- 
communications (cables),  industrial 
products  (filters).  Original  patent  ex- 
pires this  year,  but  specific  uses  are 
patented  fiirther.  Associates  (don't 
call  them  employees)  get  stock  in 
company.  Company  slogan:  "To 
make  money  and  have  fim."  No  rela- 
tionship to  Vice  President  Gore.  Mar- 
ket share  going  strong,  family  esti- 
mated over  $700  million. 


Gottwald 

Pthyl  Corp.  Richmond,  Va.  et  al. 
Floyd  Gottwald  (d.  1982)  joined  Al- 
bemarle Paper  Manufacturing  1918 
as  office  clerk.  Rose  to  president 
1941.  In  1962  bought  out  Pthyl 
Corp.,  stunned  Wall  Street.  Sold  pa- 
per company  for  about  $55  million. 
Also  got  into  plastics,  metals.  Federal 
get-the-lead-out  regulations  then 
squeezed  out  main  Pthyl  product: 
gasoline  antiknock  compound  THI.; 
last  U.S.  plant  finally  closed  1985. 
Sons  Floyd  Jr.,  Bruce  took  over 
1968.  Diversified  company  into 
chemicals  for  computer  chips,  insur- 
ance (spun  off  in  July),  pharmaceuti- 
cals. In  July  1989  spun  off  plastics, 
aluminum,  energy  into  Tredegar  In- 
dustries. Both  Floyd  Jr.'s  and  Baice's 
sons  also  in  business.  Pamily  holdings 
recently  worth  $410  million. 

Graham 

Washington,  D.C.  Eugene  Meyer 
bought  Washington  Post  at  bank- 
ruptcy auction,  1933.  In  1948  trans- 
ferred voting  control  to  daughter 
Katharine  and  her  husband  Phil  Gra- 
ham (married  1940:  he  went  to  war; 
she  worked  in  circulation  until  birth 
of  second  son).  Philip  publisher,  edi- 
tor-in-chief 1947;  rebuilt  to  profit- 
ability; suicide  1963.  Fx -housewife 
Kay  took  over.  Under  her  steward- 
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ship:  Pentagon  Papers  1971,  Water- 
gate investigation  1972-74,  etc.  Son 
Donald,  48,  named  publisher  1979, 
CEO  1991,  chairman  September 
1993.  Empire  inckides  Newsweek,  4 
television  stations  and  expanding  ca- 
ble operations.  Kay,  76,  one  ot  Wash- 
ington's most  revered  hostesses,  re- 
mains chairman  of  executive  commit- 
tee. Family's  share  of  Post  worth 
$565  million. 


Gund 

Cleveland  origin.  Six  children  of 
George  Gund  Jr.  (d.  1966).  Sold 
family  brevven,'  during  Prohibition, 
having  bought  decaffeinated  coffee 
company  1919.  Sold  Sanka  to  Kel- 
logg 1927  for  stock  (later  went  to 
General  Foods).  Moved  into  real  es- 
tate, banking.  Cleveland  Trust  presi- 
dent 1941.  Son  Gordon:  "We  didn't 
know  the  extent  of  our  wealth  until 
our  father's  death."  George  III, 
Gordon,  own  Cleveland  (basketball) 
Cavaliers  and  arena.  George,  San 
Francisco  financier,  has  majority  San 
Jose  (hockey)  Sharks.  Gordon,  blind 
from  retinitis  pigmentosa,  venture 
capitalist  Princeton,  N.J.  Agnes 
heads  NYC  Museum  of  Modern  Art. 
Graham,  noted  Boston  architect. 
Familv  wealth  estimateti  vicinitv'  of 
$1.3  billion. 


Hillenbrand 

Batesville,  Ind.  et  al.  John  Hillen- 
brand, son  of  German  immigrant, 
started  fi.irniture  business  1881;  ex- 
panded into  caskets.  Son  John  A. 
bought  bankrupt  Batesville  Coffin 
Company  1906.  First  to  mass  market 
air-  and  watertight  caskets  1940.  In- 
tegrated backwards:  Hill-Rom,  man- 
ufacturer hospital  beds,  created  1929, 
first  producer  electrically  operated 
becis.  Forecorp.,  Inc.  ofters  life  insur- 
ance products  designed  to  cover  the 
cost  of  funerals.  Also  diversified: 
American  Tourister  luggage  (recently 
sold),  Medeco  locks,  health  care 
products.  World's  largest  casket- 
maker;  company  sells  as  far  afield  as 
Australia.  Daniel  A.,  70  chairman;  W 
August  (Gus)  53,  nephew,  president/ 
chief  executive  officer.  Family's  60% 
Hillenbrand  Industries  recently 
worth  $1.85  billion. 
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Hixon 

Pasadena.  Joseph  Hixon  secured  fim- 
ily  fortune  with  major  investment  in 
AMP  stock:  increased  holdings  to  45% 
bv  1959.  Company  now  leads  world 
in  manufacture  of  electrical  connec- 
tors vital  for  computers,  appliances; 
custom  designs  production  machines 
to  fit  customers'  assembly  lines.  Fam- 
ilv holding  company.  Midland  Invest- 
ment, into  AMP  1981.  Joseph's  son 
Frederick  (d.  1978)  moved  to  San 
Antonio,  invested  in  ranches,  oil;  ven- 
ture capital.  Another  son,  Alexander, 
AMP  director  until  1987;  lives  Pasade- 
na, travels,  golfs;  wife  Adelaide  volun- 
teers: United  Way,  Planned  Parent- 
hood. Perhaps  70  Hixons  "strewn 
around  the  country."  If  all  of  the  amp 
shares  are  still  held,  worth  some  $880 
million. 


Horvitz 

Cleveland  area;  Fort  Lauderdale. 
Sons  of  Samuel  A.  Horvitz  (d.  1956), 
self-made  media,  real  estate  mogul 
who  hawked  newspapers  to  support 
family  at  8 .  Started  road  construction 
company  1916;  later  real  estate  devel- 
opment firm;  acquired  5,000  acres  in 
Florida  and  2  Ohio  newspapers.  Left 
in  trust  for  contentious  sons:  newspa- 
pers now  with  Harry,  construction 
with  Leonard,  real  estate  with  Wil- 
liam. "We're  surprised  ourselves  at 
how  well  the  money  is  growing." 
Battles  were  intense,  but  now  Leon- 
ard says  they're  long  over.  Only  Wil- 
liam and  Leonard  left;  Harry  died  at 
71,  cancer,  Februar\'  1992.  Leonard: 
70.  Married,  2  children.  William:  67. 
Married,  2  children.  Family  is  estimat- 
ed to  be  worth  at  least  $900  million. 


Houghton 

Corning,  N.Y.  Descendants  of  Amory 
Houghton,  founder  Corning  Glass 
Works  1851.  Produced  first  glass 
bulbs  for  Thomas  Edison  1879.  Fam- 
ily company  also  later  pioneered:  Py- 
rex  (1915)',  silicone  (late  1930s),  fi- 
berglass (1939),  TV  picture  tube 
(1947),  optical  fibers  (late  1960s). 
Currentlv  supplying  fiber  optics  to 
cable  manufacturers  in  Russia.  Now 
into  fifth  generation  as  a  family-run 
company.  James  (Jamie)  Houghton, 
57,  chairman  and  CEO.  Began  total 
quality'  management  system,  restruc- 


tured company.  Brother  Anior)'  Jr. 
left  company  1986  to  run  for  C'on 
gress  (R-N.Y.).  Aggregate  famil; 
holdings  $545  million. 


Hoyt 

NYC  area  and  Santa  Fe.  Henr\'  Hamil 
ton  Hoyt  Sr.,  after  Princeton,  lef 
import-export  business  1929  to  tak 
over  father-in-law's  company  makinj 
Carter's  Little  Liver  Pills;  bough 
control  anonymously  to  cut  divi 
dends,  develop  new  products.  F^nlist 
ed  chemist  John  Wallace.  Introduced 
Arrid  deodorant  1935,  Nair  194(J 
Rise  shaving  cream  1949.  War  effi)ri 
foot  powder  for  Gis.  Expanded  vi. 
acquisition  from  1960s.  Carter  Wal 
lace  stock  surged  amid  AIDS  hysteria  in 
1987:  had  acquired  Trojan  condom 
1985,  now  over  50%  of  U.S.  market 
In  March  acquired  Spain's  Icart  S.A 
makes  hand  and  body  creams.  Henr 
Sr.  died  1990  at  95'  Son  Henr\'  Jr 
runs  company.  Family  shares  recentl; 
worth  $750  million. 


Hughes 

Fortune  of  legendary,  reclusive  ty 
coon  Howard  Hughes  Jr.  Father  pat 
ented  oil  well  drill  bit  1909;  Howan 
inherited  age  18.  Daredevil,  risk-tak 
er:  set  flight  records,  created  Hughe 
Aircraft,  owned  TWA,  discovered  Jan 
Russell.  Turned  eccentric,  secretive 
Died  1976,  no  will,  no  immediat 
family.  Most  went  to  Hughes  Medica 
Institute.  Cousin  William  Lummis 
attorney  who  never  met  Hughes 
took  over  holding  company,  estimat 
ed  $168  million,  1976.  Nearly  a  de 
cade  search  for  heirs  amid  outrageou 
claims  (see  moxie  Mclvin  and  Hon- 
nrd).  Over  100  found,  some  distant 
Built  Summa  to  Las  Vegas  real  estar 
power:  25,000-acre  Summerlin 
$500  million  already  distributed  u 
heirs;  could  easily  top  $1  billion. 


Hunting 
Idema 
Wege 

Steelcase.  Grand  Rapids,  Mich.  Pete 
Wege  (d.  1944),  sheet-metal  worke 
and  holder  of  6  patents,  got  idea  fo 
fireproof  metal  office  furniturt 
launched  firm  1912.  Instant  succes; 
first  metal  wastebasket.  Prospered 
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1920s,  survived  Depression.  Patented 
modern-day  suspension  cabinet 
1934.  Changed  company  name  to 
Steelcase  1954.  Henr)'  Idema  (d. 
195 1 )  one  of  original  investors.  David 
Hunting  (d.  1992)  joined  after, 
brought  others.  Heniy's  son  Walter 
(d.  1979)  set  up  financial  controls; 
daughter  Mar)'  marriecl  current  chair- 
man, Robert  Pew,  70.  Moderate  life- 
styles for  all  family  members;  fly  coach 
(but  nice  luggage).  Business  policies: 
tight  control,  equality  design;  non- 
union shop;  aggressive  marketing;  in- 
dependent, exclusive  dealerships. 
Now  leader  in  office  furniture;  al- 
though hurt  in  recession  doing  better 
than  rest  of  industry'.  Turnaround 
seen:  this  year  sales  and  earnings  up, 
1,000  laid  off  workers  returned.  Still 
more  than  $200  million  in  cash,  per- 
haps for  expansion,  perhaps  for  payoff 
to  crosstown  rival  Haworth  for  patent 
infringement.  Three  families  share 
company  estimated  at  $1 .5  billion. 


Irvine 

Inheritance,  lawsuits.  Middleburg, 
Va.;  Corona  Del  Mar,  Calif  James 
Irvine  built  Orange  County,  Calif, 
cattle  empire.  James  Jr.  farmed.  James 
III  died  of  tuberculosis  mid-30s;  Jr. 
set  up  foundation  run  by  business 
cronies  with  54%  of  126,000-acre 
ranch;  drowned  1947.  Second  son 
Myford  died  of  self-inflicted  gunshot 
wounds.  James  III  widow  Athalie, 
their  daughter  Joan  inherited  22%. 
Joan,  60,  litigious,  for  good  reason: 
over  20  lawsuits  for  mismanagement; 
eventually  won.  Joined  Taubman-Al 
len-Irvine  (see  all)  in  Irvine  Ranch 
buyout  1977,  sold  11%  for  $76  mil- 
lion. Joan  sued  for  better  price;  1991 
settlement  over  $250  million.  Huge 
collection  California  impressionists. 
After  mom's  recent  death,  disposition 
of  $350  million  not  clear. 


Jenkins 

Publix  Super  Markets.  Lakeland,  Fla. 
George  Washington  Jenkins  hitched 
ride  from  Georgia  with  $7  seeking 
fortune  in  Florida  real  estate  1925. 
Instead  began  cleaning  toilets  in  Pig- 
gly  Wiggly  grocery  store.  Became 
manager  6  weeks  later.  Snubbed  by 
new  owner,  opened  store  next  door 
1930;  named   Publix  after  movie 
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house  chain.  Several  Fla.  in -store 
firsts:  air  conditioning,  automatic 
doors,  self-service  meats,  shopping 
music.  By  1950, 21  stores;  today  41 1 , 
mosdy  Fla.;  1992  sales  $6.7  billion. 
George,  H6,  bagged  groceries -at  eveiy 
new  store  opening  until  stroke  sum- 
mer 1989;  son  Howard,  42,  now(  FO, 
chairman.  Howard's  uncle,  C^harles 
Jenkins  Sr.,  and  cousin  C>harles  Jr.  on 
the  board.  Family  shares  recently 
worth  $755  million. 


Johnson 

Princeton,  N.J.  et  al.  Descendants  of 
John  Seward  Johnson  (d.  1983),  heir 
to  Johnson  &  Johnson  fortune.  Most 
of  estate  went  to  third  wife  and  former 
chambermaid,  Barbara  Piasecka 
Johnson  (which  sec).  Court  battle 
with  6  grown  children,  who  had  own 
trusts,  settled  1986.  Mary  Lea  John- 
son Richards  (d.  1990),  oldest  daugh- 
ter, produced  Broadway  hits  (22 
Tonys)  and  films  (The  Shininjj,  The 
Boys  from  Brazil)  with  hust>and  Mar- 
tin through  own  production  compa- 
ny. Half  of  $100  million  estate  to 
husband,  half  to  children,  grandchil- 
dren. Elaine  Johnson  Wold:  Boca  Ra- 
ton, Fla.  66.  Husband  handles  invest- 
ments estimated  $194  million.  J. 
Seward  Johnson  Jr.:  Princeton,  N.J. 
63.  Sculptor,  led  lawsuit.  Trust  esti- 
mated $89  million.  Diana  Johnson 
Firestone:  Watcrford,  Va.  61.  Raises 
Thoroughbreds;  winner  1980  Ken- 
tucky Derby.  t!,stimated  $147  mil- 
lion. Jennifer  Johnson  Duke:  Jack- 
sonville, Fla.  52.  Divorced,  remarried; 
2  children  from  first  marriage.  Second 
marriage  to  fiirniturc  designer  Joseph 
Duke.  Trust  estimated  $245  million. 
James  Loring  Johnson:  Hunterdon 
Count)',  N.J.;  Long  Island,  N.Y.  48. 
Married,  6  children.  Operates  farm; 
paints;  trust  estimated  $88  million. 
Johnson  family  total  worth  at  least 
$990  million. 


Jordan 

Retailing,  publishing.  With  $1  as  cap 
ital  14-year-old  Eben  Jordan  (d. 
1895)  left  Danville,  Me.  1836  for 
Boston.  Farmhand,  errand  boy;  at  29, 
founded  Jordan  Marsh  1851  with 
partner  Ben  Marsh.  Eventually  sold  to 
Allied  Stores.  Greatest  investment: 
ftinding  Charles  H.  Taylor  (see  Taylor 


family)  to  revive  Boston  Globe.  Fam 
ily  trust  (terminates  January  1996 
owns  large  block  of  parent  Aftlliatec 
Publications,  being  acquired  by  Ne\ 
York  Times  Co.  Also  significant  hold 
ings  McC]aw  C'ellular,  to  be  acquire( 
by  AT&T.  Prominent  family  membet 
Dorothy  (Mrs.  Randolph  A.  Kidder^ 
2  children.  Known  holdings  recentl 
worth  $915  million. 


KeUey 

Honolulu.  Roy  Cecil  Kelley,  use:  ar 
chitecture  grad,  landed  in  Hawai 
1929  with  $105.  Thought  islam 
could  be  vacation  mecca  for  middl 
class  as  well  as  rich.  Borrowed 
$10,000,  built  6  apartment  unit 
onto  family  home  1933.  Witnessed 
Pearl  Harbor  attack  from  rooftop 
Built  first  hotel  1947,  high  occupani 
cy,  low  rates:  "Our  whole  attitude  i 
utilitarian."  Today  Outrigger  Hot^ 
chain  owns  22  hotels,  manages  21  oi 
Oahu  alone;  manages  another  15  oi 
mainland.  Roy,  88,  retired;  son  Rich 
ard,  59,  Harvard  trained  pathologist) 
runs  show.  Indian  Guide  Fathe 
through  local  "Y"  and  active  in  Ha 
waii  state  legislature.  Writes  cf)lumn 
produces  employee  newsletter.  Fam 
ilv  estimated  over  $430  million. 


Kennedy 

Boston  origin.  Joseph  Patrick  Kenne 
dy  (d.  1969)  rose  from  Irish  Soutl 
Boston  to  bank  president  age  25 .  Wal 
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•reet  speculator  who  went  short  be 
re  1929  crash,  outlawed  own  trad 
g  methods  as  first  head  of  sv.c. 
iarried  daughter  of  Boston  Mayor 
»hn  (Honey  Fitz)  Fitzgerald  1914. 
ine  children:  political  dynast)',  trag 
Iv.  Son  Joe  killed  WWII;  daughter 
)scniary  retarded.  John  F.,  Senator, 
esident;  Robert  F.,  Senator,  Attor- 
•y  General;  both  were  assassinated, 
dward  M.  (Teddy  surxives).  Senator 
■)-Mass.).  Family  wealth  in  trusts, 
hicago's  Merchandise  Mart.  Rob- 
t's  son  C-hristopher,  30,  Merchan- 
se  Mart  VP  For  marketing,  first  heir 
business  in  two  generations.  Ken 
[dy  clan's  wealth  estimated  $350 
illion  and  dispersing. 


ing 

ly  Head,  N.J.,  nyc,  Calif.,  etc. 
harles  King  (d.  1972)  pioneer  radio 
ndicator  1930s,  formed  TV  syndica- 
)n  company  King  World  Produc- 
)ns  1964.  Sons  Roger,  Michael  took 
ins  early  1970s.  Hit  jackpot  buying 
ndication  rights  to  Wheel  of  For- 
■}u\  Jeopardy!  early  1980s.  Since 
Ided  Oprah  Winfrey  Show,  Inside 
iition.  Roger,  49,  chairman,  has 
•en  arrested  twice,  most  recently  for 
5ht  in  Las  Vegas  1991 .  Subsequent- 
checked  into  alcohol  rehab.  Chain 
loker,  spends  75%  of  time  on  road, 
ichael,  45,  president,  CKO;  Diana, 
1,  \  P,  Secretary;  Richard,  52,  direc- 
T.  Sister  Karen  quit  1986,  eldest 
other  Robert  sold  out  for  $1 .7  mil- 


Joe  Jamail  In  a 
Houston  bar 
America's 
wealthiest  liti- 
gator may  be 
all  smiles  about 
the  $150  mil- 
lion he  made  in 
court  last 
year.  Just  don't 
bring  up  los- 
ing this  year's 
big  suit 
against  Ameri- 
can Airlines. 


lion  before  company  went  public 
1984.  Flstimated  worth  of  family  at 
least  $465  million. 


Kleberg 

King  Ranch.  Kingsville,  Tex.  Richard 
King  (1824  85),  Rio  Grande  steam- 
boat captain,  bought  Spanish  land 
grants  south  Texas  1850s.  Bulk  (over 
700,000  acres)  went  to  daughter  and 
husband  Robert  Kleberg.  Descen- 
dants developed  big  oilfields,  along 
with  Exxon.  Still  receive  royalties  via 
leases,  though  current  production  is 
practically  nil.  Built  ranches  Argenti- 
na, Venezuela,  Spain,  Morocco,  Aus- 
tralia, Brazil.  Family  clash  led  to 
buyout  of  Robert  Shelton,  Belton 
Kleberg  Johnson  mid-70s.  B.K.  do 
ing  well,  Bobby  is  virtually  busted. 
Nonfamily  chairman  Leroy  Denman 
oversees  825,000  acres  U.S.  and 
50,000  acres  Brazil.  Stephen  Kleberg 
nms  day-to  clay.  Family  estimated 
over  $800  million. 


Kohler 

Kohler,  Wis.  origin.  John  M.  Kohler 
bought  iron  foundry  1873;  enameled 
a  hog  scalder,  sold  to  local  farmer  for  1 
cow,  14  chickens.  Figured  more  vol- 
ume in  sinks,  toilets,  urinals,  etc.  Son 
Walter  pioneered  color-coordinated 
fixtures  1920s;  Wisconsin  governor 
1929  1931.  Grandson  Walter  Jr. 
governor  1951  57.  Founder's  grand- 
son Herb  Jr.  joined  company  aft;er  flirt 
with  stage  career,  worked  throughout 
company;  took  (wer  1972.  Natural  at 
marketing,  design  oriented,  good 
with  details.  'T  felt  we  could  change 
the  whole  fi^mction  of  the  bathroom 
and  make  it  stimulating,  possibly  even 
social."  Yeah,  right.  But  his  fixtures, 
etc.  considered  top  of  the  line.  Now 
54.  Kohler  family's  majority  share 
estimated  over  $500  million. 


Indianapolis  et  al.  Colonel  Eli  Lilly, 
Civil  War  veteran,  started  producing 
"Lilly  pills"  1876.  Son  Josiah  took 
over  1901:  introduced  first  commer- 
cial insulin  1920s.  Leader  in  barbitu- 
rates 1930s,  antibiotics  1940s,  first 
mass-produced  Salk  polio  vaccine 
1950s.  First  commercial  drug  fi-om 
gene-splicing     technology  1982. 


Many  legal  problems  1970s,  1980s: 
DHS,  Darvon,  Oraflex.  Diversified  into 
medical  equipment,  agricultural 
chemicals.  Family  no  longer  in  man 
agement.  Charitable:  Lilly  F^ndow- 
ment,  set  up  1937,  $2.2  billion  trust 
for  Indiana  educational,  religious  de- 
velopment. Family  quiet  about  most 
everything,  but  still  believed  worth 
some  $1 .2  billion. 


I^kes 

Tampa,  New  Orleans  et  al.  Descen- 
dants of  Dr.  Howell  Tyson  Lykes  (d. 
1907),  who  inherited  500  Fla.  acres; 
gave  up  medicine  to  become  Florida 
rancher  1870s.  With  7  sons,  made 
fortune  raising,  shipping  cattle  to 
Cuba;  holdings  there  eventually  lost 
to  Castro.  Lykes  Bros,  began  diversi- 
fying 1940s:  insurance,  real  estate, 
steel,  natural  gas,  banking,  citrus. 
Merged  steel,  etc.  with  LTV  Corp. 
1978;  sold  much  off  at  profit  before 
LTV  crash  1986.  Bought  back  steam- 
ship line  ft-om  LW  1983.  Sold  37%- 
controlled  First  Florida  Banks  for  8% 
Barnett  Banks  stock  last  year.  Stock, 
monies  distributed  to  some  250 
Lykes  heirs.  Great  grandson  Thomp- 
son Lykes  Rankin,  53,  heads  family 
empire  estimated  to  exceed  $800 
million. 


Marriott 

Washington,  D.C.  Heirs  of  John  Wil- 
lard  Marriott  Sr.  (d.  1985).  Utah 
Mormon  who  opened  root  beer  stand 
1927  with  wife  Alice;  built  restaurant 
chain.  Brought  drive-in  restaurants  to 
East.  Pioneered  airline  catering  busi- 
ness 1937.  Started  Marriott  hotel 
chain  1957.  Today  762-hotel  chain. 
Wife,  sons  run  company:  J.  Willard  Jr. 
(Bill),  61,  chairman,  president;  Rich- 
ard E.,  54,  vice-chairman;  Alice,  86, 
director.  Sold  Roy  Rogers  chain 
1990.  Sold  hotels,  other  restaurants 
for  $167  million  1991 .  Dividing  into 
two  parts:  Marriott  International, 
containing  bulk  of  management  busi- 
nesses; Host  Marriott,  capital-inten- 
sive firm  owning  most  of  real  estate. 
Family  also  owns  First  Media.  Marri- 
ott stock,  etc.  worth  $1  billion. 


McClatchy 

Sacramento  et  al.  McClatchy  News- 
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papers.  Descendants  of  Irish  immi- 
grant James  McClatchy,  reporter  for 
Horace  Greeley's  New  York  Tribune. 
In  1849  went  to  California.  Cofbimd- 
ed  flagship  Sacramento  Bee  1857, 
edited  till  he  died  1 883.  Granddaugh- 
ter Eleanor  publisher  1936  (d.  1980). 
Strong  supporter  of  liberal  causes. 
Shunned  publicity:  high  wall  around 
home.  Nephew  Gharles  took  over 
1978,  took  public  1988,  d.  1989. 
McClatchy  now  12  dailies  including 
Fresno  Bee,  Modesto  Bee  in  Califor- 
nia, 8  nondailies.  Also  the  Newspaper 
Network,  deals  in  preprinted  advertis- 
ing, mainly  western  states,  but  since 
July  going  nationwide.  Family  still 
active  in  company,  has  all  class  B 
shares,  recently  worth  $450  million. 


JVfcGraw 

NYC  et  al.  Heirs  of  James  H.  McGraw, 
schoolteacher  who  also  sold  maga- 
zine subscriptions  1800s.  In  lieu  of 
back  pay,  took  stake  in  ailing  railroad 
publication  1888;  revived  it.  Ac- 
quired other  trade  pubs.  Founded 
McGraw-Hill  1909  with  partner  John 
Hill  (d.  1916):  20  magazines,  book 
businesses  by  late  1920s;  today  Busi- 
ness Week  magazine,  industry'  rnags, 
4  TV  stations,  book  publishing,  data- 
base services,  etc.  Grandson  Harold 
W.  McGraw  Jr.,  75,  CKO  1975-83, 
blocked  American  Express  takeover 
bid  1979.  Son  Harold  III  (Terry),  45, 
recently  president,  c:o():  "You've  got 
to  be  able  to  break  through  your  own 
bureaucracy  and  fluidly  go  after  the 
opportunity."  Family's  19%  recently 
above  $600  million. 


Mead 

Wisconsin  Rapids,  Wis.  George  W. 
Mead  (d.  1961),  Illinois  fijrniture 
salesman,  arrived  to  take  over  de- 
ceased father-in-law's  dam  construc- 
tion and  paper  mill  business,  planned 
to  remain  till  "'paperman"  was  found. 
Stayed  59  years.  Consolidated  Papers, 
grew  under  son  Stanton  (d.  1988). 
Grandson  George,  66,  now  chair 
man,  stepping  down  as  CKO  Oct.  31 . 
Guarantees  company's  continuitA': 
"There's  nothing  more  important  in 
the  paper  business  than  having  prod- 
ucts that  are  consistent."  Frugal,  con- 
servative: no  corporate  jet.  "It's  the 
farthest,  wildest  thing  you  can  think 
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of  for  us  .  .  .  it  just  doesn't  fit  us."  Still 
have  first  account;  also  Forbes. 
About  80  scattered  heirs  hold  shares 
recently  worth  $785  million. 


Meijer 

Retailing.  Grand  Rapids,  Mich.  Hen 
drik  Meijer  left  Holland  for  U.S. 
1907.  Opened  barbershop  1914, 
added  storefront  soon  after.  Opened 
food  store  to  help  pay  rent  during 
Depression.  Food  store  grew  faster 
than  barbershop.  Son  Frederik 
skipped  college  for  family  business. 
Considered  very  shrewd  marketer, 
watches  every  detail.  F>arly  1960s 
combined  grocery  store  with  dis- 
count store.  "One-stop  shopping" 
caught  on,  became  Meijer,  Inc.  Now 
over  70  supercenters.  Revenues  esti- 
mated over  $3  billion.  Tr)'ing  "ware- 
house clubs"  with  SourceClub.  Run 
by  Fred,  73,  and  sons:  Hendrik,  41; 
Douglas,  39;  Mark,  35.  Low  profile: 
"I  am  more  poor  than  you  think." 
Family  trusts  not  poorer  than  $800 
million. 


Mellon 

Pittsburgh  area.  Original  Andrew 
Mellon  arrived  U.S.  1818.  With 
brothers  bought  lots  of  farmland;  d. 
1856.  Son  Judge  Thomas  Mellon 
studied  law,  attended  Western  U. 
(now  U.  of  Pittsburgh).  Invested  in 
coal,  real  estate.  Started  T.  Mellon  & 
Sons,  predecessor  today's  Mellon 
Bank.  Common  pleas  judge,  quit 
1869:  "I  was  making  too  great  a 
pecuniar\'  sacrifice."  Sons  Andrew, 
Richard  B.  turned  holdings  into  one 
of  3  largest  American  fortimes  pre- 
WWI  (with  Rockefeller,  Vanderbilt). 
Andrew:  leader  in  creating  financial 
institutions,  venture  capital  (Alcoa, 
Gulf  Oil,  Koppers,  etc.).  U.S.  Trea- 
sury Secretary  1921-32.  Exonerated 
of  income  tax  fraud  charges  aft:cr 
1937  death.  Richard  B.'s  son,  Rich 
ard  King  Mellon:  managed  family 
business  30  years,  merged  existing 
banks,  centralized  control  of  fortune 
in  Pittsburgh.  Revitalized  Pittsburgh; 
$160-million-plus  Mellon  funds  to 
Carnegie -Mellon  U.  Family  fortune 
prudently  managed,  believed  around 
$5  billion  (see  Mellons,  Scaife,  May, 
Conover,  Currier). 


Mennen 

The  Mennen  Co.  Morristown,  N. 
Gerhard  Mennen  arrived  nyc  187! 
age  15.  Worked  for  apothecarj 
bought  drugstore  on  installment  pla 
for  $1,600.  Founded  company  187 
known  for  marketing  innovation:  fir 
talcum  powder  in  shaker  can,  shavid 
cream  in  tube,  stick  deodorant.  Gre' 
to  big  toiletries  name:  Speed  SticI 
Skin  Bracer.  Revenues  1991  o\\ 
$500  million.  Also  paper  party  goodj 
Paper  Art,  C.A.  Reed.  Grandson  C 
Mennen  Williams  6-term  governc 
Michigan  (d.  1988).  Hot  competic 
tion  from  multibillion-dollar  markc 
ing  giants  convinced  Mennen  fami 
to  sell  company  to  (Colgate- Pal moli\i 
for  $670  million  1992.  Family  gc 
80%  in  Colgate  stock,  rest  in  casi 
recently  about  $730  million. 


Mills 

Chattanooga.  Portrait  studios.  Tra' 
eling  photographer  Olan  Mills  an 
artist  wife  Mar)'  assumed  bankruj 
photography  studio  (1932)  an 
turned  into  portrait  business.  After  l 
years  trekking  South,  finally  tried  sei 
ing  by  telephone.  In  one  week,  salt 
up  400%.  "We  got  to  be  number  or 
because  we  never  gave  up  on  telema 
keting."  In  1952  found  second  wit 
ning  strategy':  sell  package  deal  of 
sittings  over  12  months.  Today,  pad 
age  deals  still  bringing  them  in:  large 
portrait  studio  chain  in  world  wit 
1,000  studios.  Sons  Olan  and  Charli 
George  took  over  1972.  (None  < 
their  5  children  works  in  company 
"We  have  absolutely  no  plans  to  sell. 
Net  v\'orth  estimated  at  $400  millic 
or  more.  They  claim  less. 


Nordstrom 

Seattle.  Swedish  teen  John  W.  Nor(| 
Strom  immigrated  1888  with  $i 
learned  English  as  mine  worker,  lun 
berjack;  made  $13,000  in  1896  Kloi 
dike  gold  rush.  Opened  shoe  stoi 
Seattle  1901 .  By  his  death  1963,  larj 
est  independent  U.S.  shoe  chaii 
Family  diversified  into  women's  fasl 
ion,  added  menswear  1968,  wei 
public  1971.  Now  coast-to-coast  d« 
partment  stores;  1992  sales,  $3.4  bi 
lion.  Grandsons  John  N.,  James  F 
their  cousin  Bruce  A.,  cousin-in-lai 
John  McMillan  cochairmen.  Over  7 
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[HE  FASTEST  BUSINESS  DECISION 


YOU'LL  EVER  MAKE. 


Mellite 


What  makes  it  \as\  is  the  new  Intel 
486"'DX2  processor.  You  get  the 


Dwer  to  put  Windows'"  and  DOS  applications  through  their 
?ces,  widiout  even  breaking  a  sweat 

What  makes  it  a  Immcis  decision  is  value. 

The  Satellite  Series  packs  all  diat  power  into  a  system  that 
high  on  functionality  and  surprisingly  low  on  price. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
ighter  displays;  a  BallPoinf  Mouse  2.0  with  QuickPort"'  for  easy 
'ecise  control;  full-travel  keyboards,  and  Toshiba  MaxTime'" 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  penpherals,  pre- 
installed  MS-DOS''  6.0  and  Windows 
software,  and  the  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  than  what  you'd  expect  to  pay  So  you 
can  travel  in  the  fast  lane  widiout  a  toll. 

The  Toshiba  T1950  Satellite  Senes.  That's  an  easy  decision 
The  hard  part  is  deciding  how  many  to  get. 


14.5mm  industry- 
standard  PCMCIA 
2.01  compliant  slot 

Accepts  a  credit  card-sized 
data/fax  modem, 
networking  adapter, 
hard  drive,  or  more. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  a  dealer  near  you,  c.ill  1  (8(10)  457-7777.  €>  199.^  To.shiba  Amenca  Informanon  Systems,  Inc 
All  products  indicated  by  trademark  symbols  are  tiademarked  and/or  registered  by  theu  respective  companies. 


FAMILY  FORTUNES 


stores,  heavy  emphasis  customer  ser- 
vice; but  also  lower-service  Nord 
Strom  Rack  clearance  outlets.  Less 
than  half  of  company  sales  now  in 
Claiifornia.  Despite  weak  (-alifornia 
economy,  family  shares  recently 
worth  $945  million. 


Norris 

Lennox  International.  Descendants 
of  D.W.  Norris,  owner  Marshalltown 
(Iowa)  Times  Republican;  helped  fa 
ther-in-law  get  job  1904  by  paying 
$40,000  to  buy  coal-furnace  opera- 
tions from  machinist  inventor  David 
Lennox.  Pioneered  sheet  metal  fur 
naces;  business  boomed  when  coun- 
try went  to  central  heating.  Son  John 
Norris  developed  oil  and  gas  furnaces 
1930s.  Estimated  sales  now  $1 .2  bil 
lion;  owns  Heatcraft  Inc.,  Armstrong 
Air  Conditioning,  etc.  C'ompany  im- 
proving efFiciency  of  products  to  stay 
competitive.  Loimder's  grandson 
John  Jr.  took  charge  1980.  C^ompany 
stock  slowly  passes  to  around  175 
family  members  as  gifts.  Norris:  "You 
start  with  a  lucky  gene  pool."  You 
finish  with  company  estimated  over 
$650  million. 


O'Connor 

Oil,  ranch  land.  Victoria,  Tex.  De- 
scendants of  Thomas  O'Connor, 
Irish  immigrant  to  Texas  early  1830s, 
fought  in  Lone  Star  war  of  indepen 
dence.  Built  400,000  acre  ranch  em- 
pire south  Texas;  d.  1887.  Two  sons 
expanded  ranching  out  of  state,  de- 
veloped Braford  cattle  (better  adapt 
ed  to  Gulf  C]oast  climate).  Discovereci 
"Tom  O'Connor"  field  on  land  mid- 
1930s,  among  largest,  most  produc 
tive  in  U.S.;  Exxon  has  big  interest. 
Also  Victoria  Bankshares  stake — 
place  to  stash  money.  Steeped  in 
ranching  tradition,  preservation: 
"We're  just  caretakers  for  the  next 
generation."  Part  of  family  has  exten- 
sive ranching  New  Mexico;  both  sides 
hold  Texas  oil  interests.  Total  fortune 
estimated  at  $700  million. 


O'NeiU 

Richard  Jerome  J.  O'Neill,  sister  Alice 
O'Neill  Avery.  Real  estate.  Grandfa 
ther,  Richard  O'Neill,  left  Ireland  and 
managed  friend's  vast  southern  Cali- 

284 


fornia  ranch  for  half  the  land.  Grand- 
children inherited  52,000  acres  1943. 
Sold  parcels  steadily.  Developed 
10,000  acre  Mission  Viejo  from  late 
1960s  with  Don  Bren  (which  sec). 
Developing  5,000  acre  Rancho  Santa 
Margarita,  Orange  City.,  headed  by 
Alice's  son,  Anthony  Moiso;  have  had 
to  sell  office  space  at  low  prices.  Rich 
ard:  San  Juan  Capistrano,  Calif,  70. 
Married,  no  children.  Restaurants; 
formerly  Mexican,  Nicaraguan 
ranching;  state  Dem.  heavyweight. 
Alice:  I.A,  75.  Divorced,  widowed;  3 
sons,  7  grandchildren.  CA)llector 
dollhouses,  dolls.  Fortune  estimated 
around  $500  million. 


Pew 

Philadelphia  origin.  Jo.seph  Newton 
Pew  Sr.  founded  Sun  Oil  Co.  (a.k.a. 
Sunoco)  1886.  Pioneered  techniques 
to  capture  and  pipe  natural  gas. 
Bought  into  legendary  Spindletop, 
Tex.  oil  strike  1901.  Died  1912  at  his 
desk.  Son  J.  Howard  (d.  1971 )  presi- 
dent 1912-47,  returned  as  chairman 
1963-70.  Last  Pew  to  run  company. 
Great-grandson  R.  Anderson,  57, 
heads  Sun  subsidiary,  only  Pew  left  in 
management.  Far-flung,  400-plus- 
member  family  has  strict  Presbyteri 
an.  Republican  tradition.  Family 
members  take  up  4  of  9  seats  on  board 
for  the  Pew  Charitable  Trusts — with 
$3.7  billion  among  5  largest  Ameri 
can  foundations.  Family  shares  Sun 
Co.,  Oryx  FLnergy  stock  estimated 
over  $440  million. 


Pigott 

Paccar  Inc.  Bellevue,  Wash.  Descen- 
dants of  William  Pigott  Sr.  Made  rail 
cars,  equipment  for  logging  intJu.stry. 
Founded  Scatde  Car  Manufacturing 
Co.  1905  as  railway  and  logging 
equipment  maker.  Built  tanks  WWII. 
Tried  making  autos;  entered  heavy 
trucks  1945  with  purchase  of  Ken- 
worth;  added  Peterbilt.  Now,  $2.6 
billion  (1992  revenues)  Paccar  Inc., 
leading  U.S.  heavy-duty  truck  maker. 
Planning  on  economy  growing  again: 
recently  built  Kenworth  plant  for  $90 
million  to  $100  million,  will  employ 
up  to  600.  Al.so  facilities  Australia, 
U.K.,  Mexico,  C'anada.  Family  cur 
rently  holds  40%  of  company.  Granci- 
son  Charles,  64,  Paccar  CHO,  chair- 


man; president  Boy  Scouts  of  Americ 
to  1988.  Over  30  heirs  believed  t 
hold  shares  recently  worth  $820  mi 
lion. 


Pitcairn 

Bryn  Athyn,  Pa.  Devout  Scottish  inj 
migrant  John  Pitcairn  (d.  191( 
launched  gla.ssmaking  plant  on  All^ 
gheny  River  1883,  built  into  I'Pc;  Iij 
dustries.  Pitcairns  out  of  active  role  i| 
Pi'c;  by  1935  but  retained  14%  .stoci 
Descendants  complained  they  "ir 
herited  neither  the  great  financi; 
wealth  of  our  fathers  nor  the  capabi! 
ty  and  energy  required  to  be  creato; 
and  builders."  Sold  shares  198J 
formed  Pitcairn  Trust  Co.  But  sol 
too  soon:  ppg  earnings  went  up,  ditt 
stock.  Began  managing  outside  asse 
anyway  1989.  Firm  gets  rave  review 
Family  devoted  to  Swedenborgiai 
faith;  designers,  main  supporters 
cathedral  in  Bryn  Athyn;  fortune  est 
mated  about  $1  billion. 


Pulitzer 

St.  I^)uis  et  al.  Descendants  of  Josepj 
Pulitzer  (1847-1911),  Hungaria 
immigrant  in  St.  Lx)uis  after  Civil  Wai 
Bought  bankrupt  Dispatch  1878  fc 
$2,500;  stressed  muckraking  yello' 
journalism.  Later  merged  with  Po.si 
bought  out  partner.  Built  nation 
chain.  Founded  first  journalism  grac 
uate  school,  Columbia,  1903.  Fstat 
lished  Pulitzer  Prize.  Company  finali 
went  public  amid  family  dissensin 
1986.  Now,  Pulitzer  Publishing 
dailies,  2  radio  stations,  1  satellil 
network.  Also  TV:  this  year  adde 
stations  Daytona  Beach,  Des  Moinej 
now  9  network  affiliates.  Grandso 
Joseph  Jr.  died  May  26  after  leadin 
company  38  years.  Brother  Michae 
63,  chairman.  Family  shares  recent: 
worth  $640  million. 


Reed 

Seattle  et  al.  Descendants  of  Sol  C 
Simpson  who  cofounded  Simp.so 
Timber  with  A  H.  Anderson  189) 
"Sleepy  lumber  company"  to  1950 
diversified  into  papermaking.  Repi 
tation  for  shrewdly  buying  timb« 
properties  at  fire  sale  prices,  replan; 
ing,  managing  for  long  term.  Tod^ 
766,000  acres  West  Coast  timberlail 
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icliiding  200,000  acres  sccond- 
rowth  Calif,  redwood.  Value  grow- 
ig  with  exports  to  Asia,  enx  ironmen- 
il  pressure  to  limit  timber  han  ests  of 
Liblic  lands.  Great-grandson  William 
eed,  54,  head  since  1971.  In  1987, 
ter  3-ycar  legal  battle,  last  few  non- 
mily  shares  bought  out;  former 
,wners  kicking  selves.  Fewer  than  50 
pscendants  now  own  company  esti 
lated  $1  billion  or  more. 


ichardson 

reensboro,  N.C.;  Connecticut  et  al. 
'cscendants  of  Lunsford  Richard- 
)n,  teacher  turned  pharmacist  who 
)ught  drugstore  1890s  for  $450.  In 
?05,  with  life  savings  of  $8,000, 
lunded  Vicks  Family  Remedies 
)icked  name  from  magazine  ad  for 
ick\s  Seeds).  Main  product:  Vicks 
apoRub.  Aromatic  ointment  caught 
1  during  influenza  epidemic  1918- 
?.  Family  added  many  over-the- 
)unter  products;  renamed.  Richard- 
)n-Merrell  sold  to  Dow  Chemical 
m  for  $80  million  stock.  Richard- 
tn-Vicks  (Clearasil,  Nyquil)  later 
.erged  into  Procter  &  Gamble  for 
/er  $400  million.  Major  player  Van 
lard  (k'Hular  Systems,  Piedmont 
lanagement.  Over  200  heirs  to 
■{00  million-plus  fortune. 


ockefeller  (John  D.) 

((  et  al.  Descendants  of  John  D. 
Kkefeller,  America's  first  billion- 
re,  founder  Stanciard  Oil.  Frugal 
counting  clerk  who  set  up  merchant 
ain  business  1858;  put  $4,000  into 
1  refming  1863.  Pretr\'  good  invest- 
ent:  7  years  later  Standard  Oil  of 
hio;  formed  legendary  monopoly, 
iror  led  to  Standard  Oil  breakup 
ni.  Only  son  John  Jr.  married 
">b\  Aldrich.  Gave  her  fither  long, 
rncst  recital  of  his  financial  pros- 
cts  (Senator  Aldrich  was  con- 
ucd).  Between  them,  2  John  D.s 
vc  over  $1  billion  to  chariDi' — when 
billion  was  still  worth  a  billion.  Jr. 
d  6  children:  daughter  Abby,  sons 
he  Brothers)  J.D.  3,  Nelson,  Win- 
rop  (all  deceased),  and  surviving 
ns  Laurance,  David  (which  see). 
L-lson  ( Rocky)  (d.  1979)  4-term  lib- 
\\  cior  N.Y.  governor,  3-time  con- 
nder  for  presidency.  Ford's  vp.  Now 
hii  D.  IV,  one  of  4  children  of  John 


John  Moores 
(center)  with 
wife,  Becky, 
being  honored 
in  Houston 
Giving  $70 
million  rates 
at  least  a 
thank-you 
gift. 


D.  3  (d.  1978),  Democratic  W.  Va. 
senator  (also  governor  1977-84),  se- 
riously considered  1992  presidential 
bid.  David  Jr.  emerging  as  leader  of 
his  generation  (The  Cousins).  Com- 
bined family  fortune  estimated  $5.5 
billion  or  more. 


Rollins 

Atlanta,  Wilmington.  Heirs  of  O. 
Wayne  Rollins:  farm  boy  who  worked 
72 -hour  week  for  $10  in  textile  mill 
during  Depression.  Into  business 
with  younger  brother  John,  onetime 
used-car  dealer  who  became  Dela- 
ware lieutenant  governor  mid  1960s. 
Brothers  built  separate  interests.  John 
W.:  owns  Brandywine  and  Dover 
Downs  raceways  in  Delaware;  other 
real  estate;  stock.  O.  Wayne:  pest 
control  (Orkin  FAterminating),  media 
(Rollins  Communications), oil  &  gas, 
security  systems,  real  estate,  etc.  Died 
I99I .  Legacies:  $500  million  tochari- 
ty;  religious  values,  close  family  ties. 
Sons:  R.  Randall,  61,  no  college  de- 
gree, chairman  Rollins,  Inc.;  Gary  W., 
49.  U.  of  Tennessee,  president.  Esti- 
mated net  worth  $650  million. 


Rose 

NYC.  Jerusalem-born  David  (d.  1986) 
cofounded  Rose  Associates  with 
brother  Samuel  (d.  early  1960s)  who 
switched  from  furs  to  construction  in 
Bronx  early  192()s;  then  moved  south 
to  Manhattan.  One  of  oldest,  biggest 
NYC  apt.  builders,  managers,  now  run 


by  Samuel's  sons:  Frederick  builds, 
Daniel  plans,  Elihu  manages.  Manage 
6  million  sq.  ft.  office  space,  own  one- 
third.  Also  50%  Pentagon  City,  D.C.; 
One  Financial  Center,  Boston;  prop- 
erty Westchester,  southern  Conn., 
Fla.  "The  reason  we  are  not  in  Chica- 
go is  because  nobody  wants  to  fly 
west."  Recently  bought  retail  block 
Manhattan's  Greenwich  Village, 
managed  by  Frederick's  son  Adam; 
expansion  into  nonresidential  expect- 
ed. Family  shuns  publicity.  Little 
debt;  estimated  to  be  worth  around 
$400  million. 


Rosenwald 

NYC  et  al.  Inheritance.  Julius  Rosen- 
wald (d.  1932)  moved  to  NYC  from 
hometown  Springfield,  III.;  opened 
small  clothing  factory.  Invested  in 
early  Sears,  Roebuck  &  Co.,  bought 
out  Alvah  Roebuck  1895,  Richard 
Sears  1913.  Pioneered  mail  order; 
built  world's  largest  retailer  (until 
1990;  upstaged  by  Wal-Mart).  Do- 
nated $50  million  to  education,  etc. 
Five  children  sold  some  Sears  stake, 
diversified  into  real  estate,  cable  TV, 
magazines,  etc.  Son  Lessing(d.  1979) 
former  Sears  chairman,  donated  art  to 
Librarv'  of  Congress.  Julius'  daughter 
Edith  Stern  (d.  1980)  civil  rights  ac- 
tivist. Son  William,  90,  helps  nm  in- 
vestment firm.  Others  active  in  liberal 
causes,  various  businesses  among  per- 
haps 50  heirs  sharing  fortune  estimat- 
ed at  $450  million. 
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lAMILY  FORTUNES 


Russell 

Alexander  City,  Ala.  Descendants  of 
Benjamin  Russell,  founder  Russell 
Manufacturing  Co.  1902.  First  gar- 
ment: ladies'  vests.  Later  expanded 
into  active  apparel.  Benjamin  died 
1941 .  Son  Ben  C.  took  over,  expand- 
ed till  his  death  1945.  Brother  Thom- 
as continued.  Russell  Corp.  now  59 
plants  in  5  states  and  Scotland.  Big- 
gest products:  active,  leisure  wear, 
athletic  uniforms.  Makes  outfits  for 
25  of  28  league  baseball  teams.  Total 
annual  sales:  $899  million.  Seeks  in- 
novation, commits  to  quality  to  com- 
mand good  prices.  Russell  family  still 
controls,  but  only  3  are  active;  only 
one  in  management.  Family  members 
also  own  25,000  woodsy  acres  in 
central  Alabama.  With  stock,  estimat- 
ed net  worth  $390  million. 


Sammons 

Dallas.  Heirs  of  Charles  A.  Sammons 
(d.  1988),  founder  Sammons  Enter- 
prises. Built  mixed  bag  of  businesses: 
life  insurance,  cable  TV,  etc.  Born 
Oklahoma  1898,  orphaned  early, 
raised  by  aunt.  Moved  to  Piano,  Tex. 
1918  to  trade  hay  and  grain:  "1 
couldn't  find  a  job  and  didn't  know  a 
business."  Invested  profits  in  bank 
stock;  bank  went  bust.  Entrepreneur 
then  started  insurance  business.  Re- 
serve Life  Insurance  Co.  Dallas  1938. 
Postwar  tried  cable;  now  about  1 
million  subscribers.  Arranged  estate 
to  avoid  dismembering  company: 
60%  in  foundations,  10%  in  ksop,  30% 
in  trust  for  descendants — only  daugh- 
ter, her  20  or  so  children  and  grand- 
children. Family  fortune  now  estimat- 
ed over  $700  million. 


Schiff 

Cincinnati.  John  (Jack)  Sr.,  77,  Ohio 
State  1938.  Briefly  at  Travelers  Insur- 
ance; started  own  agency.  Navy 
WWII.  Postwar,  new  firm  1950  with 
brother  Bob,  2  other  partners.  Bob, 
70,  also  Ohio  State  (medical  dis- 
charge for  asthma).  Partners  made 
$200,000  public  offering;  first  year 
(1951 )  gross  premiums:  $92,052.  Set 
up  Cincinnati  Financial  Corp.  1968. 
Diversified,  built  to  one  of  most  prof- 
itable U.S.  underwriters.  Jack  spends 
half  his  time  visiting  960  agents  in  23 
states  to  connect,  be  accessible.  Jack's 


sons:  John  Jr.,  50,  chairman;  Thomas, 
46,  board  member.  Both  run  agency 
representing  Cincinnati  Financial. 
Four  hold  stock  recently  worth  $400 
million. 


Schottenstein 

Columbus,  Ohio.  Heirs  of  Jerome 
Schottenstein,  whose  Lithuanian 
immigrant  father,  Ephraim,  started 
company.  Operate  Value  City  De- 
partment and  Furniture  Stores  (120 
oudets  Midwest  and  East);  also 
American  Eagle  Outfitters,  much 
Ohio  real  estate.  Son  Jay  now  CEO. 
In  retail  parlance,  "funeral  parlors"; 
Schottensteins  called  "morticians": 
purchase  dying  stores,  liquidate. 
Not  beyond  controversy:  Jerome, 
other  investors  paid  $8.3  million 
settlement  over  Wieboldt  Dept. 
Stores  1991.  Tight  lipped,  vety 
good  at  what  they  do.  Active  in 
Jewish  causes,  only  4  stores  named 
Schottenstein's,  but  they  are  not 
open  on  Sabbath.  Fortune  estimat- 
ed $525  million. 


Schwan 

Marshall,  Minn.  Heirs  of  Marvin 
Schwan,  died  May,  age  64:  second 
wife,  three  sons,  daughter,  two  broth- 
ers, mother.  His  father,  German  im- 
migrant to  Minnesota  1921,  built 
daity  plant  1948.  Marvin  put  self 
through  college;  joined  family  milk 
bottler  1950.  Local  price  cap  forced 
business  out  on  road.  Found  isolated 
rural  families  eager  buyers  from 
Schwan  trucks,  soon  rather  like  travel- 
ing 7- Elevens  (but  no  pinball  ma- 
chines). Built  Schwan  Sales  Enter- 
prises to  2,500  trucks,  48  states.  Also 
equipment  leasing,  ice  cream,  pizza, 
etc.  1992  sales  estimated  over  $1.6 
billion.  Fanatically  secretive.  Com- 
muted by  plane  frequently  from 
Sioux  Falls,  S.D.  to  Marshall  head- 
quarters. Family  fortune  estimated 
over  SI  billion. 


Scripps  (E.W.) 

Cincinnati  origin.  Descendants  E.W. 
Scripps  (d.  1926),  who  began  Cleve- 
land Press  age  24,  1878;  founded  UPi; 
both  now  gone,  but  built  nation's 
one-time  largest  newspaper  chain, 
Scripps  Howard,  definitely  not  gone. 


Long  history  of  family  feuds:  bitte 
split  between  E.W.  and  half  brothe 
James  (see  family),  who  formed  Eve' 
ning  News  Association.  Other  chil 
dren  broke  away  on  E.W.'s  deati 
1926.  Son  James  G.  launched  Scripp 
League  Chain  1931.  Original  Scripp 
company  went  public  1988;  after  Dc 
cember  sale  Pittsburgh  Press  now  2( 
dailies,  86%  Scripps  Howard  Broad 
casting  (TV,  radio,  cable ).  Family  tru^ 
terminates  after  death  of  last  of  E.W. 
4  grandchildren;  net  worth  estimate( 
$1.6  billion. 


Scripps  (J.E.) 

Detroit  et  al.  Heirs  of  English  immi 
grant  James  Edmund  Scripps  (st 
E.W.  Scripps,  above).,  who  arrived  II 
1844.  Launched  Detroit  News  187: 
short,  simple  stories  for  little-educat 
ed  factoty  workers,  low  price.  Soo 
circulation  5  times  that  of  any  com 
petitor.  Formula  also  worked 
Cleveland,  Cincinnati,  etc.  Later  bit 
ter  split  with  half-brother  E.W 
Scripps.  J.E.  merged  with  other  pa 
pers;  built  Evening  News  Associatior 
Great-grandson  Peter  Bruce  Clar 
sold  it  to  Gannett  for  $717  millio 
1985.  Booth  Newspapers  founded  b 
George  Booth,  Scripps  executive  wh 
married  into  family;  sold  for  $30 
million  to  Newhouse  1976.  Over  20 
descendants  share  fortune  estimate 
at  over  $900  million. 


Searle 

Inheritance.  Great-grandfather  Gidt 
on  Daniel  Searle  bought  small  Ind 
ana  drugstore  1888.  Began  makin 
drugs  as  G.D.  Searle.  Extremely  pro 
itable  under  grandson  John,  pres 
dent  1936-66.  Introduced  Dram: 
mine,  first  oral  contraceptive,  ett 
John's  son  Daniel  (GEO  1966-77 
disastrous  record  of  acquisitions;  in 
age  tarnished  by  EDA  probe.  Be; 
move:  brought  in  former  defense  se« 
retaty  Donald  Rumsfeld  to  recou 
1977.  Rumsfeld  and  discovety  ( 
aspartame  (Nutrasweet)  saved  con 
panv.  Sold  out  to  Monsanto  I98f 
With  brother  William,  sister  Suzanni 
overseeing  family  fortune:  now  di\  e 
sified,  includes  (managed)  ventui 
capital.  May  even  consider  pharm. 
ceuticals.  Estimated  $900  million. 
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Our 

INTEREST     IS  NOT 

IN    HOW     FAST    A  N 

Investment  Accelerates 

BUT     HOW   WELL  IT 

Performs    over  Time. 


Time  not  timing.  That's  how  we  MAKE  our  INVESTMENT  DECISIONS.  While  others 
might  have  an  EYE  for  a  QUICK  RETURN,  55  years  experience  has  taught  us  that  an  invest- 
ment CONSTANTLY  NURTURED,  and  carefully  steered,  should  PAY  OFF  HANDSOMELY 
in  the  LONG  RUN.  Something  our  2.4  million  INDIVIDUAL  INVESTORS  and  over  200  INSTI- 
TUTIONAL CLIENTS  appreciate. 

A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 

@ 

B  O  S  T  O  N  •  L  O  N  D  O  N  •  T  O  K  Y  O 


Smith  (Charles  E.) 

Washington,  D.C.  Real  estate.  Rus- 
sian immigrant  Charles  E.  Smith,  now 
92,  began  building  in  Brooklyn,  lost 
big  bucks  in  Depression.  Moved  to 
D.C;  lost  again.  Wanted  simple  job  in 
bar  &  grill;  wife  dissuaded.  Built 
apartments  instead.  Worked  out.  Son 
Robert  joined  1950.  Pair  assembled 
land,  including  railroad  yard  in  Ar 
lington,  1960s,  now  vast  Crystal  Cit)' 
(potential  problem:  Nax'}'  relocation; 
big  tenants  could  leave  in  couple 
years).  Family  holds  17  million  sc]uare 
feet  offices,  including  Va.'s  Cry'stal 
City  and  Skvline  City.  Charles  retired, 
very  charitable.  F()rgave  $120,000 
mortgage  retired  Supreme  Court  Jus- 
tice William  Brennan  Jr.  Company 
has  aura  of  quality;  run  by  son  Robert, 
65,  brother-in-law  Robert  Kogod, 
62.  Familv  fortune  estimated  about 
$600  million. 


Smith 

Origin:  Chicago.  Descendants  of  Sol- 
omon A.  Smith,  founder  Merchant 
Savings  1857.  Son  Byron  founded 
Northern  Trust  1889;  family  still  has 


large  holdings  Northern  Trust.  Fi 
nanced  2  Swedish  toolmakers  to  form 
Illinois  Tool  Works  1912.  Later  took 
control.  Expanded  into  fasteners, 
screws,  washers.  Led  by  great-grand 
son  Harold  1964-82  (d.  1990).  Di- 
versified into  packaging  systeins,  en- 
gineering components,  medical  and 
computer  supplies.  Harold  Smith  Jr., 
59,  chairman  of  executive  committee 
at  Illinois  Tool  Works,  director 
Northern  Trust.  Smith  family's  18.5% 
Northern  Trust.  28%  Illinois  Tool 
Works  recently  worth  $1 .5  billion. 

Stuart 

Seattle.  Grandfather  Eldbridge  Amos 
Stuart  founded  Carnation  Co.  1899 
in  Kent,  Wash.  Paid  $25,000  for  Ger- 
man evaporated  milk  process;  sup 
plied  prospectors  en  route  to  Yukon. 
Built  major  food  company.  Much  lat- 
er: Coffeemate,  instant  breakfast, 
Friskies,  etc.  Sold  to  Nestle  1985  for 
$3  billion.  Grandson  Dwight,  69, 
divorced  4  times;  5  children.  Compa- 
ny president  1973-83;  made  decision 
to  sell  family's  one  third  share. 
Brother  Eldbridge:  76,  married  to 


noted  paleontologist  Marion  Bulk- 
Stuart;  3  children.  C'arnation  vici 
president  to  1961;  lives  on  isolate* 
Idaho  ranch.  Two  female  cousins  livi 
in  California  with  children.  Famil 
wealth  believed  over  $800  million  ne 
of  philanthropies. 

Sulzberger 

New  York  Times.  NYC.  Tennessci 
newsman  Adolph  Ochs  (1858-1935 
bought  New  York  Times  1896  fo 
$75,000;  alternative  to  era's  "■yellov 
journalism.'"  Built  one  of  workT 
most  respected  newspapers.  Strain  ii 
1950s,  1960s:  labor  costly,  reader 
tied  to  suburbs.  Grandson  Arthu 
Ochs  (Punch)  Sulzberger  revamped 
1970s:  new  design  recaptured  elit 
reaciers.  Also  diversified  company:  3] 
newspapers,  23  magazines,  5  TV,  ; 
radio  stations.  Recently  acquired  Bos 
ton  Globe  for  $1.1  billion — highes 
price  ever  for  U.S.  paper.  Punch,  67 
publisher  29  years;  now,  son  Arthu 
Jr.,  41;  Punch  chairman,  CEO.  Famil 
gave  Barnard  College  $5  million  ii 
memorv'  of  mother  Iphigene;  own 
shares  recently  at  $490  million. 

Swig  I 

SF.  Real  estate.  Heirs  of  Ben  Swig  (d 
1980),  who  worked  Boston  whil 
partner  Jack  Weiler  handled  NYC.  Bei 
to  SF  1946.  Families  built,  bough 
commercial  hotel,  residential  proper 
ties.  Swig,  Weiler  &  Arnow  now  ove 
5  million  sq.  ft.,  mostly  posh  offic 
space,  NYC,  SF.  Swigs  also  own  posh  s 
Fairmont  Hotel,  4  sister  Fairmont 
nationwide.  Bought  out  "non 
growth-oriented"  Weilers  1982 
Ben's  sons:  Richard:  68,  chairman 
Mel:  died  in  March.  Their  brother- in 
law  Richard  Dinner,  72,  retired 
"We're  being  very  cautious  in  thii 
market."  Active  Democrats;  extreme 
ly  generous.  "There  are  no  pockets  ii 
shrouds."  Estimated  worth:  $46< 
million.  i 


Taylor 

Publishing.  Boston  origin.  Genera 
Charles  H.  Taylor  revived  fading  Bos 
ton  Globe  1872  with  ftinding  fron 
Jordan  family  patriarch,  Eben  Jordai 
(sec  family).  Expanded  readership  tc 
working  class;  aligned  with  Demo 
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TEMPLETON  WORLDWIDE 


Templeton's  Area  of  Investing  Expertise 


Templeton  Worldwide  has  long  been  recognized 
as  a  leader  in  international  equity  mutual  funds. 
For  more  than  half  a  century,  the  Templeton 
organization  has  offered  investors  financial 
opportunities  worldwide. 

The  world  is  changing.  Today,  the  U.S.  represents 
only  40%  of  the  world's  total  stock  market 
capitalization.'  And,  when  you  consider  that  the 
U.S.  stock  market  ranked  only  13th  among  20 
worldwide  equity  markets  over  the  past  10  years, 
it's  clear  there  are  opportunities  overseas. ^  That's 
why  many  investors  look  to  Templeton. 


'Source:  Emerging  Stock  Markets  Factbook,  1993,  International 
Finance  Corp.  ^Source:  Morgan  Stanley  Capital  International. 
Rankings  are  for  the  10-year  period  ended  12/31/92.  Rankings 
assume  reinvestment  of  dividends  and  are  based  on  return  in  U.S. 
dollars.  'Lipper  Analytical  Services,  Inc.  ranked  the  Templeton 
Foreign  Fund  #76  out  of  96  funds  for  the  1  -year  period  ended 
6/30/93.  Lipper  rankings  do  not  include  sales  charges  and  may 
have  been  different  if  such  charges  had  been  considered.  There 
are  special  risk  considerations  associated  with  foreign  investing. 
Past  performance  cannot  guarantee  future  results. 


Templeton  Foreign  Fund  was  ranked  #1  out  of  12 
international  funds  for  total  return  during  the 
10-year  period  ended  6/30/93.^  One  thing  is 
certain.  Templeton's  expert  portfolio  management 
team  has  a  clear  goal  for  its  funds:  superior, 
long-term  performance. 

Call  your  investment  advisor  or  Templeton  today. 

1-800-342-FUND  Ext.  9265 


Franklin/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 


FOB93 
9265 


Yes!  1  would  like  a  free  prospectus  containing  more  complete 
information,  including  charges  and  expenses  on  the  Templeton 
fund(s)  I  have  checked  below.  1  will  read  the  prospectus(es) 
carefully  before  I  invest  or  send  money. 


.  Templeton  Foreign  Fund 


Templeton  Growth  Fund 


□  I  am  currently  a  Templeton  shareholder. 
Name   


Address . 


City/State/Zip. 


Daytime  Phone . 


WORLDWIDE 

Member  $101  Billion  Franklin/Templeton  Group 


Presenting 
the  U*S*  Savings  Bon 
that  money  alone 
carft  buy* 


;  is  K  R I S  H  H  mmmmmmmmmm. 


10.000 


SOOO^ 


\SER1ESHH  iimwiWii.®©jss)«®|fpa^ 


SERIES  HH  ^^lliB'.if^^iMaa^ 


DRSSOOOOiOHH 


There's  only  one  way  to  get  Series  HH  Savings  Bonds:  Exchange 
Series  E/EE  Savings  Bonds  and  Savings  Notes  for  them. 

HH  Savings  Bonds,  of  course,  offer  the  security  of  knowing  your 
investment  is  backed  by  the  full  faith  and  credit  of  the  United  States. 
They  also  offer  tax  advantages. 

With  HH  Bonds,  you'll  receive  interest  payments  every  six  months  for 
up  to  20  years.  That  interest  is  exempt  from  state  and  local  income  taxes, 
although  it's  subject  to  annual  federal  income  tax  reporting.  If,  however, 
you've  deferred  reporting  the  interest  earned  on  your  E/EE  Bonds,  you 
may  continue  to  do  so  for  up  to  20  more  years  or  until  you  redeem  the 
HH  Bond,  whichever  comes  first.  Or  you  can  report  the  accumulated 
interest  when  you  exchange  your  E/EE  Bonds  for  HH  Bonds. 

Ask  about  the  Bonds  money  alone  can't  buy,  Series  HH  Bonds,  where 
you  bank,  or  write:  U.S.  Savings  Bonds  Division,  Department  of  the 
Treasury,  Box  HH,  Washington,  DC  20226. 

For  a  recorded  message  of  current  rate  information,  call 
1-800-4US  BOND  •  1-800-487-2663 

Certain  restrictions  apply.  Ask  for  details. 


4_ 

A  public  sfnice  of  this  magazine 
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cratic  Part)'.  Jordan  rewarded  Taylor 
good  work  with  option  to  buy  half  c 
company.  He  did.  Globe's  manage 
ment  since  dominated  by  3  succecc 
ing  generations  of  Taylors.  Willian 
O.,  61,  great-grandson  of  the  genera 
ran  company  under  Affiliated  Pub! 
cations.  Affiliated  being  acquired  b 
the  New  York  Times  Co.  for  SI 
billion.  Some  of  family  also  backe 
McCaw  in  cellular  business,  whic 
AT&T  has  proposed  to  buy  for  $12 
billion.  Known  family  holdings  r« 
centlv  worth  S600  million. 


Temple 

DiboU,  Tex.  et  al.  Descendants 
Thomas  Louis  Latane  Temple  Sr.,  c(i 
founded  Southern  Pine  Lumber  C( 
1893  with  7,000  acres  in  "Pirn 
Woods"  of  East  Texas;  by  190J 
124,000  acres.  Company  devastate 
by  Depression.  Son  Arthur  inheritc 
200,000  acres,  crushing  S2  millio 
debt  1934;  rescued  it.  Grandson  Aj 
thur  Jr.,  73,  later  developed  "perpe 
ual  forest,"  selective  harx'esting.  I 
1973,  500,000  acres.  Merged  wit 
Time  Inc.  1973.  Ai'thur  Jr.,  Time  vie 
chairman  1978-83.  Spun  ofTTempld 
Inland  1984.  Son  Arthur  (Rudd; 
Temple  III,  52,  active  in  politics;  ra 
for  governor  1982.  Runs  Exeter,  tani 
ily  investment  real  estate  compan 
About  30  members  share  fortune  est 
mated  over  $900  million. 


Unanue 

Goya  Foods.  Secaucus,  N.J.;  Bays 
mon,  Puerto  Rico.  Don  Prudenci 
Unanue  (d.  1976)  left  Spain  for  Pue 
to  Rico  1904,  eventually  landed  i 
NYC.  Spent  $700  for  small  New  Yoii 
olive-oil,  fish-packing  compan 
1936.  Named  Goya  after  sardir 
brand  he  imported.  Opened  Puert 
Rico  canneiy  1949  for  NYC  immi 
grants  who  longed  for  taste  of  hom 
rice  and  beans,  olive  oil,  pasteles,  et( 
Sales  surged  with  migration,  no 
dominates  market.  Some  strife  amon 
4  sons:  eldest,  Charlie,  71,  kept  froii 
running  company,  bought  out  197 
Second  son  died  of  leukemia  I97J 
Joseph  A.,  68,  now  runs  U.S.  open 
idon;  Frank  J.,  62,  Puerto  Rico.  Fan] 
ily  shares  company  estimated  $45 
million. 
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Jpjohn 

Calaniazoo,  Mich,  et  al.  Upjohn  Co. 
descendants  of  William  Erastus  Up- 
ahn,  inventor  of  first  dissoh-able  pill, 
n  1885  founded  Upjohn  Pill  & 
Granule  Co.  with  brothers;  later 
■ought  them  out.  First  to  make  mass 
ntibiotics  WWII.  Discovered  treat- 
lent  for  baldness — Rogaine,  intro- 
uced  1988.  Will  lose  several  major 
atents  1994.  Developing  new  line  of 
.rugs:  oral  medication  for  diabetes, 
ontraception  injection.  Also  gener- 
;s.  Cut  pa\'roll  1,100.  Tiying  to 
horten  development  cycle.  Seeldng 
cquisitions.  New  joint  ventures  Chi- 
a,  Australia.  Fighting  Britain  on  Hal- 
ion  ban.  Upjohn  family  spread  out, 
ut  many  in  Kalamazoo  area.  Only  3 
1  family  business,  but  still  hold  over 
0%,  recenth'  worth  over  $1.1  billion. 


(Watson 

outhern  California  origin.  Descen- 
ants  of  Juan  Jose  Dominquez,  Span- 
>h  foot  soldier  awarded  76,000-acre 
Imd  grant  1784  by  King  Carlos  III  of 
ipain  for  serxice  in  Mexico  and  what 
i  now  Los  Angeles.  Rancho  San  Pe- 
iro  passed  to  nephew  Cristobal.  His 
randdaughter  Dolores  married 
icottish-born  gunslinger  James  Wat- 
m  1855:  ''a  deadlier  shot  never  fm- 
ered  a  revolver.'"  Great-grand- 
laughter  Susana  married  William 
present  chairman  Watson 
,  owned  by  some  90  family 
Vast  southern  California 
■al  estate:  warehouses,  offices,  busi- 
css  parks;  oil  interests.  Carson  fam- 
\ ,  another  branch,  real  estate  Cali- 
)rnia,  Arizona,  Texas.  Amid  real  es- 
itc  weakness,  combined  xxealth 
iti mated  over  $500  million. 


luston, 
and  Co. 
lembers. 


/eyerhaeusei* 

Paul,  Tacoma  et  al.  Frederick 
'c\ crhaeuser,  German  immigrant  at 
S,  w  orked  in  Illinois  sawmill;  bought 
out  of  bankruptcy  1857  \x'ith  broth- 
-in  law.  Chopped  swath  through 
)rcsts  of  north  central  states  to  Pacif- 
.  Bought  900,000  acres  at  $6/acre 
om  railroad  pioneer  James  Hill 
900.  Merged  several  companies  to 
)rm  Weyerhaeuser  Co.,  with  inter- 
>cking  directorates  eliminated  by 
andson  John  Philip  Jr.  1947.  Com- 
inv  pioneered  tree-farming  1940s. 
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Great  grandson  George,  67,  retired 
as  CEO  1991.  Charles  A.,  52,  now 
director  Duxbun*'  (Mass.)  Art  Com- 
plex (holds  Weyerhaeuser-coUected 
art).  Company  head  now  nonfamily. 
Some  278  descendants  share  family 
fortune  estimated  over  $1  billion. 


Whittie? 

Southern  California.  Descendants  of 
Mericos  H  (Max)  Whittier,  co- 
founder  with  4  partners  of  Belridge 
Oil  1911.  Bought  option  on  propertA' 
in  Bakersfield  when  he  found  oil  seep- 
ing from  the  ground.  President  of 
Belridge  until  death  1925.  Son  Le- 
land  president  1965-79.  Two  families 
sold  out  to  Texaco,  Mobil  1930s; 
Whittier,  Buck,  Green  families  sold  to 
Shell  for  $3.6  billion  1979;  at  time 
biggest  takeover  ever.  Max's  4  chil- 
dren got  $475  million  after  taxes. 
Family  still  ov.'ns  sm.all  oil  company: 
M.H.  Whittier,  produces  about 
5,000  bbl./day.  Philanthropists.  De- 
liberately ven'  low  profile.  Proceeds 
from  Belridge  sale,  other  assets  esti- 
mated at  $700  million. 


Wiimot 

Shopping  centers.  Rochester,  N.Y. 
BrotJier  William,  horse  racetrack 
owner,  also  involved.  James  Wilmot 
learned  shopping  center  business 
working  Vvdth  Ed  DeEartolo;  started 
own  business  upstate  N.Y.  1950;  built 
Wilmorite  to  prominence.  Later 
founded  Page  Airways;  sat  on  Colum- 
bia Pictures  board.  Died  1980.  More 
conser\'ative  son  Thomas:  46;  mar- 
ried, 4  children.  Syracuse  Universit)'. 
From  age  14,  \\'orked  summers  in 
family  business;  fiill-time  after  col- 
lege. Ncvv'  CEO,  president.  "It  was  a 
nice  opportunity."  Indeed.  Wilmor- 
ite 18th-largest  U.S.  shopping  center 
developer,  over  18  million  sq.  ft.  mall 
space,  including  regionally  noted 
Danbuiy  Fair  Mall.  With  uncle,  cous- 
ins, estimated  $660  million. 


Wtrtz 

Chicago.  Heirs  of  Arthur  M.  Wirtz 
(King  Aithur  to  friends),  son  of  Chi- 
cago policeman,  who  built  Chicago 
real  estate  fortune  beginning  1922; 
by  1927  ov/ned  or  managed  80  lake- 
front  buildings.  With  grain  speculator 


James  Norris  bought  more  in  Depres- 
sion. Brought  skater  Sonja  Henie  to 
U.S.  1936,  acted  as  financial  advisor, 
producer.  Accjuired  spcnts  arenas,  in- 
cluding Madison  Sc]uare  Garden;  split 
up  by  antitrust  suit  1957.  Died  1983. 
Eldest  son  William,  64,  manages  fam- 
ily liquor  distributorship  (among 
largest  Illinois,  Minnesota),  real  es- 
tate, banldng,  hotel  interests.  Also 
Chicago  (hockey)  Blacldiawks,  Chi- 
cago Stadium  where  they  play;  wants 
to  build  new  arena  across  street.  Fam- 
ilv  estimated  around  $550  million. 


Wolfe 

Columbus,  Ohio  et  al.  Descendants 
of  brothers  Robert  and  Harr)',  who 
amassed  19th-century  fortune  from 
Wear- U -Well  shoes.  Ventured  into 
media;  bought  Columbus  Dispatch 
1905;  much  later  2  T\'  stations,  2 
radio  stations,  Ohio  Magazine.  Also 
in  banking.  Grandson  Edgar  was  Dis- 
patch publisher;  died  in  1975  plane 
crash.  Edgar  III  died  of  AIDS  1985; 
family  feud  over  estate.  Politically 
powerfial  Republicans  who  shun  pub- 
licity. "The  unwritten  tamih'  policy 
has  been  not  to  get  too  far  out  front 
on  things."  Grandson  John  W.,  64, 
and  his  cousin  John  F.  (publisher,  CEO 
of  Dispatch)  direct  14-member  fami- 
ly's affairs.  Dispatch,  broadcast  out- 
fits, stock  estimated  worth  $450 
million. 


Yates 

Artesia,  N.M.  First  commercial  wells 
on  New  Mexico  side  of  Permian  Basin 
drilled  by  oilman  Martin  Yates  Jr. 
1921.  Family  legend:  dn'  well  after 
dry  well  until  w  ife  picked  site;  then  hit 
gusher.  Rapidly  expanded  1920s: 
constructed  pipeline,  refiner)'.  Sold 
refinen'  during  Depression.  Martin's 
sons — Har\'ey,  S.P.,  Martin  III  and 
John — joined  business,  ftirther  build- 
ing up  Yates  Petroleum.  Har\'ey 
forced  to  sell  out  after  disastrous  foray 
into  mining;  rebuilt  fortune  alone  as 
Heyco.  Yates  Petroleum  still  N.M.'s 
oil  powerhouse.  Third  generation  fol- 
lowing second,  either  in  family  busi- 
ness or  on  own  (Harx  ey  Jr.  runs  Cibo- 
la Energy  Co.).  Recent  strikes,  lease 
purchases,  more  production  boosts 
estimate  to  over  $800  million. 
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Rising  values  for  businesses  and  stocks  have  meant  rising  fortunes 
on  The  Forbes  Four  Hundred.  But  not  for  all.  Forty-seven 
dropped  off  this  year:  13  died,  8  had  fortunes  left  behind  by  our 
rising  minimum,  24  suffered  outright  declines  and  2  were  found  to  be 
inappropriately  listed  and  removed. 


Auf 

Wiedeirsehen 


Albertson,  Joseph  Albert 

Boise,  Idaho.  86.  Married,  1  daugh- 
ter. Died  in  Janiiar)'  of  cancer.  Wife 
and  college  sweetheart  Katherine  Al- 
bertson (which  see)  now  in  charge  of 
family  fortune. 

Belfer,  Arthur  Bejer 

NYC.  86.  Widowed,  remarried;  3  chil- 
dren, 2  stepchildren.  Died  of  cancer, 
leaving  $300-million-plus  fortune 
based  on  Enron  Corp.  to  family. 

Davis,  James  Elworth 

Jacksonville,  Fla.  85.  Died  in  March. 
His  brother  A. D.  (which  sec)  is  the  last 
survivor  of  the  4  sons  of  Winn-Dixie 
founder  William  Milton  Davis. 


Freeman,  Mansfield 

Greensboro,  Vt.  97.  Widowed,  1  son. 
Died  of  respiratory  failure  at  his 
home.  Last  surviving  member  of  C.V. 
Starr  &  Co.,  the  predecessor  to  Amer- 
ican International  Group.  Son 
Houghton  (which  see)  takes  his  place 
on  this  list. 

Gallo,  Julio 

Modesto,  Calif  82.  Married,  2  chil- 
dren. Died  in  car  accident  on  family 
ranch,  leaving  half  of  estimated  $600- 
million-plus  fortune  to  family  trusts. 
Brother  Ernest  (which see)  W\\\  contin- 
ue to  run  the  family's  wine  operations. 


Goodson,  Mark 

>JYC.  77.  Died  of  pancreatic  cancer 
December  1992.  His  estate,  worth 
some  $400  million,  was  divided 
among  his  3  children  (see  Goodson 
family). 

Hearst,  William  Randolph  Jr. 

NYC.  85.  Died  of  cardiac  arrest  in  the 
emergency  room  of  a  Manhattan  hos- 
pital. The  editor-in -chief  of  the  media 
empire  founded  by  his  father  left  2 


sons  in  the  business  {which  see). 

Kauffman,  Ewing  M. 

Mission  Hills,  Kans.  76.  Married, 
children.  Had  been  suft'cring  fror 
bone  cancer,  died  in  his  sleep,  leavin 
estimated  $500  million  of  a  muc 
larger  fortune  to  his  wife  Muric 
{which  see). 

Lesher,  Dean  Stanley 

Orinda,  Calif  91.  Married;  3  chil 
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rcn,  2  daughters  in  his  chain  of  1 1 
ailv  and  29  weekly  newspapers. 

/Cwis,  Reginald 

lYC.  50.  Married,  2  daughters.  Died 
•f  brain  cancer  after  successfully  steer- 
ig  $1  billion  leveraged  buyout  ofxi.C 
leatrice  into  a  fortune  estimated  near 
400  million. 

yund,  Sharon  Disney 

.A.  56.  The  adopted  daughter  ofWalt 
)isney  died  of  cancer,  leaving  to  char- 
Y  and  to  her  3  children  one -third  of 
Letlaw  Enterprises,  Disney  stock  and 
ther  assets. 

Leynolds,  Donald  Worthington 

as  Vegas.  86.  Thrice  widoweci,  3 
lildren.  Died  off  northwestern  Italy 
n  a  vessel  bound  for  Spain.  The  bulk 
f  his  media  company  Donrey,  Inc. 
as  passed  to  the  Donald  W.  Reyn- 
Ids  Foundation,  which  soki  a  major- 
y  interest  to  Jack  Stephens  (which 
•e).  His  3  children  will  get  a  few 
altr\'  million  apiece,  according  to 
le  will. 

chwan,  Marvin  Maynard 

ioux  Falls,  S.D.  64.  Divorced,  re- 
larried;  4  children.  Died  in  May, 
aving  built  Schwan's  Sales  Enter- 
rises'  one-stop  shopping,  computer- 
:ed  delivery  vans  into  a  $1  billion 
usiness  (see  family). 


Left  Behind 


lorg,  Malcolm  Austin 

nglewood  and  Spring  Lake,  N.J.  55. 
.egional  publishing  powerhouse  has 
ew  printing  presses  and  an  executive 
edicated  to  researching  possible  on- 
ne  local  news.  Revenues  up  and  ship 
being  tightened,  but  not  quite  tight 
kiough  for  this  year. 

.vans,  Thomas  Mellon 

YC.  83.  This  investor  in  art,  stock  and 
orses  seems  to  be  holding  steady  at 
1  estimated  $290  million.  But  steady 
.just  not  enough  this  time. 

leek,  William  Myron  II 

\.S  \ .  Our  standards  are  up  this  year, 
/illiam  Myron  is,  too,  by  our  esti- 
late  at  least  $290  million.  But  the 
linimum  this  year  is  $300  million 

\ee  Near  Misses). 

I 
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May,  Peter 

NYC;  Bridgevvater,  Conn.;  Palm 
Beach.  50.  Joined  leveraged  buyout 
wizard  Nelson  Peltz  at  Triangle  In- 
dustries in  1972,  but  his  smaller  por- 
tion of  the  pie  leaves  him  below  this 
year's  minimum. 

Searle,  Daniel  Crow 
Searle,  William  Louis 
Dixon,  Suzanne  Searle 

Their  individual  holdings  not  clearly 
large  enough  to  assure  a  listing  this 
year.  Now  a  family  entiy. 

Thorne,  Oakleigh  Blakeman 

Millbrook,  N.Y.  61.  Majority'  share- 
holder of  Commerce  Clearing 
House.  Little  change  in  ownership  or 
shares  held,  but  price  failed  to  keep 
pace  with  this  list. 


Declined 


Alexander,  Norman  E. 

Scarsdale,N.Y.  79.  Margins  are  thin  in 
the  plastics  industn'  and  competition 
is  tough  on  his  privately  held  Ampacet. 
With  stockholdings  in  Sequa  and 
Chock  Full  o'  Nuts,  his  visible  net 
worth  is  in  the  $200  millions,  not  the 
$300  millions  needed  for  our  cutoff 

Andreas,  Dwayne  Orville 

Bal  Harbour,  Fla.  et  al.  75.  Archer 
Daniels  Midland  stock  was  apparently 
hurt  by  flooding  on  the  Mississippi 
River,  normally  a  conduit  for  ADM 
products.  As  a  result,  visible  fortune 
reduceci  to  estimated  $280  million. 
For  now. 

Berkley,  William 

Greenwich,  Conn.  47.  Visible  wealth 
falls  well  short  of  this  year's  new, 
higher  cutoff. 

Beriy,  Jack  M.  Sr. 

Winter  Haven,  Fla.  76.  Victim  of  a 
bad  citrus  environment — groveland 
prices  have  dropped  dramatically  in 
the  past  year. 

Blech,  David 

NYC.  37.  No  longer  the  stock  market 
story  of  the  minute,  biotechs  are 
down  and  so  is  biotech  investor  David 
Blech's  visible  net  worth.  Still  above 
$200  million,  but  apparently  well  be 
low  $300  million. 


Oakleigh  B.  Thorne,  playing  a  mean  chukker 

It  appears  that  life — or  at  least  polo — can  begin  in  one's  50s, 
which  is  when  Oakleigh  picked  up  the  game. 


share  of  Johnson  8c  Johnson  stocl 
which  is  down  this  year. 

Lawrence,  M.  Larry 

San  I^iego,  Calif.  67.  Skimping  Sal 
Diego  real  estate  and  hotel  marke 
sent  his  Hotel  del  Coronado  equii 
well  south  of  this  year's  minimum. 

Leininger,  James  Richard 

San  Antonio.  49.  His  stock  in  Kinet 
Concepts,  maker  and  distributor  < 
specialty'  hospital  beds,  collapsed  d( 
spite  expansion  into  Western  Europe 
Blame  Hillary. 

Markkula,  Armas  Clifford  Jr. 

Woodside,  Calif  51.  Cofounder  (I 
Kchelon  Corp.,  a  small  producer  c 
computer  chips,  but  main  source  (j 
wealth  is  Apple  Computer  stock,  put 
ting  him  under  $200  million. 

O'Neill,  Richard  Jerome 
Avery,  Alice  O'Neill 

Inheritance,  real  estate.  Aver)':  l^^.  7(, 
O'Neill:  San  Juan  Capistrano.  7C 
Southern  California  land  just  ain 
worth  what  it  used  to  be.  This  brothc 
and  sister  are  now  a  familv  listing. 


Congel,  Robert  J. 

Fayetteville,  N.Y.  58.  With  stock 
prices  up  and  land  prices  down.  Con- 
gel  just  missed,  at  an  estimated  $290 
million  (see  Near  Misses). 

Dell,  Michael 

Austin,  Tex.  28.  The  founder  and  CEO 
of  Dell  Computer  Corp.  foccs  hard 
times.  Once  a  hot  stock,  now  it's  not. 

Evans,  James  Emmett 

Dade  Cit\',  Fla.  93.  Between  Hurri- 
cane Andrew  and  a  sharp  decline  in 
citrus  gro\'e  values,  orange -grower 
Evans  has  more  to  think  about  than 
playing  cards  with  his  buddies. 

Field,  Marshall  V 

Lake  Forest,  111.  52.  He  is  now  a 
passive  investor;  Field's  visible  net 
worth  is  about  $300  million,  but  oth- 
er fortunes  look  stronger.  (See  Freder- 
ick W.  (Ted)  Field.  ) 

Fuqua,  John  Brooks 

Atlanta.  Entrepreneur.  75.  Visible 
fortune  fell  below  this  year's  mini- 
mum of  $300  million. 
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Gottwald,  Floyd  Dewey  Jr. 
Gottwald,  Bruce  Cobb 

Richmond,  Va.  Floyd  71,  Bruce  60. 
Brothers,  majorit)'  shareholders  Fkhyl 
Corp.  and  Tredegar  Industries.  Stock 
prices  down  from  last  year,  dropping 
individual  net  worths  from  over  $300 
million  last  year.  Now  a  family  entiy. 

Hubbard,  Stanley  Stub 

St.  Mar\''s  Point,  Minn.  60.  Took  on 
hea\y  debt  building  up  a  satellite  tele- 
vision network  and  the  All  News 
Channel  with  Viacom.  Too  early  to 
tell  if  he'll  get  good  returns.  Net 
worth  estimate  down  sharply  for  now, 
but  wait  till  next  year. 

Jacobs,  Richard  E. 

Lakewood,  Ohio;  NYC.  68.  This  shop- 
ping center  developer  just  missed 
400th  position  (see  Near  Misses). 

Johnson,  James  Loring 
Duke,  Jennifer  Johnson 

James:  Hunterdon  Count\',  N.J.; 
Long  Island,  N.Y.  48.  Jennifer:  Jack- 
sonville, Fla.  52.  Children  of  John 
Seward  Johnson,  who  inherited  large 


Parker,  Jack 

NYC;  Boca  Raton,  Fla.  78.  Weak  rc; 
estate  prices  in  the  Northeast  too 
Mr.  Parker  off  the  list. 

Simon,  William 

New  Vernon,  N.J.  65.  Bad  inves 
ments:  his  thrift.  Western  Federa 
was  taken  over  by  federal  regulator 
Take  away  $40  million  and  his  plac 
on  the  Forbes  400. 

Spanos,  Alexander  Gus 

Stockton,  Calif  70.  Another  victim  d 
California  real  estate  markets. 


Removed 


Milliken,  Minot  King 

NTC.  77.  Heir  of  Milliken  &  Cc 
Sometimes  we  make  mistakes:  nc 
information  shows  Minot's  share 
smaller   than    previously  though 
smaller  than  needed  for  this  listing. 

Moody,  Robert  Lee  and  family 

Galveston,  Tex.  58.  Last  year  creditc 
with  control  of  family's  $530  millio 
fortune  that  is  actually  distribute 
among  persons.  ■ 
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It  s  a  sad  fact  But  some  people  still  think  Alabama  s  a  backwoods 
place  full  of  uncultured,  uneducated  hillbillies  who  can  t  even  use 
words  like  uncultured.  Maybe  that  s  why  they  re  surprised  to  lind 
out  what  Alabama  really  is  —  a  thriving,  forward-looking  state  that  s 
attracting,  as  well  as  creating,  dynamic  industries.  Sure,  we  have  a 
proud  rural  past  and  an  abundance  of  natural  resources.  That'  8  part 
of  our  uniqueness.  But  we  ve  combined  those  attributes  with  a  pro- 
gressive, high  tech  business  environment  to  become  an  important 
Southeastern  economic  center.  There  s  more  going  on  in  Alabama 
than  ever  belore.  And  we  don  t  want  anyone  to  be  ignorant  of  it. 
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It    Isn't    W  here     You     Think    It  Is 
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Looking  ahead,  here  are  some  people  who  didn't— 
quite— make  The  Forbes  Four  Hundred  this  year,  but 
probably  will.  Keep  your  eye  on  them. 

Knocking  on  the  door 


Richard  £.  Jacobs 

Shopping  centers.  Lake- 
wood,  Ohio;  NYC.  68.  Di- 
vorced, 3  children.  Raised 
Akron,  where  father  sold 
Goodyear  blimps.  Dick, 
brother  Dave,  sold  real  es- 
tate after  WWII;  assembled 
sites  for  then  just  starting 
Edward  DeBartolo.  With 
partner  Dominic  Vis- 
consi  built  first  mall  Co- 
lumbus, Ohio  1964; 
now  over  40  malls,  over 
40  million  square  feet  of 
retail  space  nationwide. 
Visconsi  no  longer  finan- 
cially involved.  Also  31 
Wendy's  franchises  (mostly 
NYC  area),  Marriott  hotels, 
Cleveland  (baseball)  Indi- 
ans. New  building  in  down- 
town Cleveland,  1992; 
planning  to  operate  city-  and  county- 
built  baseball  stadium  1994. 
Brother/minorit}'  partner  Dave  han- 
dled construction,  died  September 
1992.  Dick's  worth  estimated  near 
$300  million. 


MarshaU  Field  V 

Inheritance.  Lake  Forest,  111.  52.  Di- 
vorced, remarried;  4  children.  Origi- 
nal Marshall  Field:  Chicago  store 
clerk  1856;  saved  money,  eventually 
built  Marshall  Field  &  Co.  into 
world's  largest  department  store. 
Grandson  Marshall  111  began  selloff 
of  store  1941;  started  Chicago  Sun, 
added  Times  1947.  .Marshall  IV  in- 
herited Field  Enterprises;  died  1965, 
age  49.  Marshall  V  joined  Sun-Times 
after  Harvard,  publisher  at  28.  Con- 
flict with  incompatible  half  brother 
Ted  (which  see)  ended  in  liquidation. 
Bought  Ted's  share  of  real  estate  firm 
Cabot,  Cabot  &  Forbes;  owned  Mu- 
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zak;  Funk  &  Wagnall's.  Tired  of  busi- 
ness: began  selloff"  1989.  Cabot 
ruined  by  real  estate  crash.  Marshall 
liquid,  passive  investor;  estimated 
near  $300  million. 


Michael  Joseph  Jandernoa 

Perrigo  Co.  Grand  Rapids,  Mich.  43. 
Married,  3  sons.  Runs  major  producer 
name-brand  "equivalents,"  e.g.  Pink 
Bismuth  instead  of  Pepto  Bismol;  also 
store  brands.  "Our  focus  is  on  being 
similar  but  not  the  same."  Company 
founded  1887  by  Luther  Perrigo, 
peddled  curative  elixir  from  horse- 
drawn  cart.  Company  peddled  on  for 
decades,  sleepily.  Until  1979:  Jander- 
noa,  former  auditor,  joined  company; 
helped  on  first  LBO  1981.  Jandernoa 
rose  through  ranks,  as  Perrigo  grew 
substantially;  did  second  LBO;  chair- 
man when  company  went  public 
1991.  Company  gives  drug  chains 
quick   sei-vice,   very   good  prices. 


Hands-on  manage 
"Mike's  the  greatest  chee 
leader."  Much  to  che^ 
about:  his  15%  recent 
worth  some  $295  million 


Jerral  Wayne  Jones 

Oil  and  gas,  Dallas  Cow 
boys.  Dallas.  51.  Marriec 
3  children.  Born  LA;  tath« 
had  supermarket,  insuranc 
businesses.  Moved  t 
North  Little  Rock,  Arl 
early  1940s.  Jerral:  footba 
at  U.  of  Ark.,  joined  father 
insurance  business  196S 
also gotM.B.A.  (Ark.).  Er 
tered  oil  and  gas  businei 
1970.  With  petroleum  er 
gineer  Mike  McCoy  ac 
quired,  developed  propej 
ties  as  Arkoma.  Sold  som 
wells  1985  for  $45  million.  In  198| 
sold  back  to  Arkla  producing  wells 
had  bought  undeveloped  in  1982  fc 
$15  million.  Buyback  price:  $17 
million.  Same  year  bought  Dall^ 
(football)  Cowboys,  Texas  Stadiui] 
for  $140  million,  turned  around.  Als! 
other  holdings.  Estimated  net  wort 
near  $290  million. 


Alexander  Gus  Spanos 

Real  estate.  Stockton,  Calif  70.  Mai 
ried,  4  children.  Rough  childhood  i 
father's  baker>'.  In  1956,  with  $80 
bank  loan,  started  catering  companl 
selling  sandwiches  to  migrant  farii 
workers.  Bought  first  apartments  a 
tax  shelters.  Saw  real  estate  a  gooi 
business,  started  building  home 
1961.  Became  A.G.  Spanos  Con 
struction.  Huge  land  developer,  bui) 
more  than  60,000  apartments  acroS 
Sunbelt.  "You  don't  find  me  in  coll 
climates."  Now  slumping  with  rci 
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tatc,  construction  industries;  ex- 
cts  rcboiincis  with  economy.  Owns 
1.5%  San  Diego  (football)  Chargers, 
ised  to  do  dance  routine  with  golt 
I  Bob  Hope.  Net  worth  dragged 
»wn  by  real  estate  bust,  still  estimat- 
at  $290  million. 


istave  M.  Hauser 

ible  TV.  NYc:.  64.  Married,  2  chil- 
en.  Harvard  Law  1953;  U.  of  Paris. 
lUght  briefly  at  Har\'ard.  Interna- 
i)nal  lawyer  for  Defense  Dept.  Left 
'61  to  ''make  a  living"  at  GTE;  rose 
VP.  Executive  VP  Western  Union 
71-73.  Then  Hauser  "saw  the  fii- 
re";  its  name  was  cable.  Moved  to 
airman  and  cv.o  Warner  Cable 
)mmunications.  During  tenure 
irner  introduced  mtv,  Nickelode- 
,  Movie  Channel,  Pay-Per-View, 
ft  1983  to  build  Hauser  Commu- 
cations.  Sold  early  1993  to  South- 
;stern  Bell  for  $650  million  in  cash 
d  stock.  Said  he's  not  through  yet. 
JUS  has  been  around  the  industry 
ce  the  beginning.  He  knows  it  all 
d  has  done  everything."  His  75% 
imated  at  $290  million  aftertax. 


I  yard  Sharp 

lieritance.  Son  of  Isabella  du  Pont 
arp,  sister  of  Pierre  (see  du  Fonts, 
•inly).  Bayard:  Centerville,  Del.  and 
sparilla  Island,  Fla.  80.  Married, 
ildless.  Director  Christiana  Securi- 
s  prior  to  its  dissolution  1976.  Suc- 
-sfullv  breeds,  races  Thorough- 
:ds.  His  brother  Hugh  Jr.  (d.  1985) 


left  inheritance  to  3  children:  Hugh 
Rodnev  III,  H.  Donnan  Sharp,  Wil- 
liam M.W.  Sharp.  Was  active  in  family 
foundations,  Du  Pont  company 
1933-82.  Hugh  III  manager  in  com- 
pany finance  dept.,  on  board,  appar- 
ent leader  (with  cousins  Irenee  du 
Pont  Jr.  and  Kdward  Bradford  du 
Pont,  which  see),  sixth  du  Pont  gener- 
ation. Brothers  donated  $11  million 
parcel  of  beach  and  wilderness  for 
Florida  state  park.  Bayard's  fortime 
estimated  over  $290  million;  3  chil- 
dren of  Hugh  believed  to  share  similar 
amount.  Sister  Ann,  brother  John, 
both  died  childless;  fortune  likely  dis- 
tributed to  siblings,  nieces,  nephews. 


Thomas  Mellon  Evans 

Investments.  Gainesville,  Va.  83.  Di- 
vorced, widowed,  remarried;  3  chil- 
dren by  first  marriage.  Yale.  Intro- 
duced to  business  by  distant  relative. 
Gulf  Oil  boss  W.L.  Mellon,  early  con- 
quistador of  undermanaged  compa- 
nies. Thomas  learned  fast:  turn- 
arounds included  bankrupt  H.K.  Por- 
ter 1938;  Crane  Co.  1959;  over  80 
others.  Appreciates  today's  market  at- 
mosphere: "Takeovers  weren't  re- 
spectable. Now  they  are."  Quit  top 
spot  at  Crane  after  losing  board  battle 
with  son  "Shell."  Sold  22%  Macmil- 
lan  (publishing)  stock  despite  pleas  of 
CEO — his  other  son  Edward — not  to. 
Large  holder  Fansteel,  but  not  active 
in  business.  Also  Buckland  Farms, 
horse  breeding  sites  Ky.,  Va.;  art.  Net 
worth  estimated  at  least  $290  million. 


Robert  J.  Congel  and  family 

Shopping  malls.  Fayetteville,  N.Y.  58. 
Married,  5  children.  Son  of  Syracuse 
construction  superintendent.  Won 
$1 3,000  water  pollution  control  con- 
tract; dug  cellars  a.m.,  laid  pipe  p.m. 
Built  first  shopping  center  1973. 
Now  has  majority  Pyramid  Co.,  larg- 
est mall  builder  in  Northeast.  Tough 
on  tenants;  fights  politicians,  local 
merchants,  environmentalists  to 
build;  sometimes  losses — nailed  for 
$15  million  or  more  waste  cleanup  at 
Carousel  CxMiter  Mall,  Syracuse.  But 
dominates  malls  Northeast.  Bought 
Bonwit  Teller  1990.  Bad  move:  not 
doing  well.  Family  shares  trusts,  active 
in  company.  "I  don't  hardly  own 
anything."  Hardly  anything  may  be 
worth  $290  million  or  more. 


William  Myron  Keck  II 

Oil,  inheritance,  i  A.  51.  Grandson  of 
legendaiy  wildcatter  William  Keck 
Sr.,  who  was  known  for  tasting  core 
samples.  Founded  Superior  Oil,  built 
to  largest  independent  oil  company. 
Father,  Bill  Jr.,  used  to  travel  on  these 
taste  tests.  Scouted  sites.  Thought  he 
wotild  be  picked  to  run  Superior.  Dad 
tried  to  sell  company,  failed.  Then 
picked  Bill  Jr.'s  brother  and  bitter 
rival  Howard  Brighton  Keck  (which 
see)  to  head  oil  concern.  Dad  died 
1982,  leaving  fortune,  family  prob- 
lems to  William  Myron  II.  Still  has 
proceeds  from  Superior  Oil  1987 
buyout.  Now  runs  small  California  oil 
company,  Coalinga.  William  estimat- 
ed at  near-miss  $290  million.  Hi 
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Rules  of  the  chase 


Our  ESTIMATES  of  people's  net  worth 
are  deliberately  conservative.  It  is  pos- 
sible to  say  with  some  confidence  that 
a  person  is  worth  more  than  a  given 
amount;  it  is  often  extremely  difficult 
or  impossible  to  establish  exactly  how 
much  more.  Our  basic  operating 
principle  is  to  think  in  terms  of  how 
much  a  prudent  buyer,  knowing  what 
we  know,  might  be  willing  to  pay  for  a 
person's  net  assets. 

To  arrive  at  coherent  estimates  of 
wealth,  Forbes  adopts  a  number  of 
basic  rules: 

■  Blocks  of  publicly  traded  stock  are 
priced  at  the  market  close  on 
Aug.  27. 

■  Pri\'ately  held  companies 
are  usually  valued  accord- 
ing to  estimated  earnings 
or,  preferably,  cash  flow, 
and  to  prevailing  ratios 
for  similar  companies  in 
similar  businesses. 

■  When  earnings 

and  cash  flow  ^^K^  \i 

aren't  known  .^<<^^-''^^-' 
or  are  suspect, 
we  adopt  rule- 
of-thumb 
conventions 
common    to  the 
relevant  industr\'. 
Television  and  radio 
stations,  cable  systems 
and   some  newspapers 
and  magazines  are  valued 
for  us  by  authoritative  me- 
dia brokers  who  track  them 
professionally    (see  Acknowl- 
edjfments,  p.  297). 

■  Among  oil  and  gas  producers  we 
rarely  go  beyond  putting  fair  valua- 
tion on  their  reserves,  to  be  conserva- 
tive. Some  oil  and  real  estate  mag- 
nates have  substantial  assets  not  in 
their  own  names,  so  in  one  or  two 
cases  we  were  forced  to  rely  on  con- 
sensus estimates  of  knowledgeable 
peers.  These  estimates,  naturally,  are 


treated  cautiously. 

Often  it  isn't  even  clear  exactly  who 
owns  a  great  fortune.  It  is  frequently 
parkecl,  at  least  partly,  in  the  names  of 
the  immediate  family  or  concealed  in 
private  investment  companies.  Or, 
more  difficult  to  find,  in  trusts,  where 
separate  elements  of  ownership  (con- 
trol of  principal,  receipt  of  income, 
power  to  name  heirs,  etc. )  are  deliber- 
ately spread  among  different  people 
to  defend  against  inheritance  tax  laws. 


■  In  the  matter  of  tmsts  and  other 
intrafamily  arrangements,  we  proceed 
on  a  case-by-case  basis,  applying  com- 
mon sense.  Most  plainly  exist  to  earn' 
out  a  normal  pattern  of  inheritance 
(to  husbands,  wives  or  offspring)  and 
to  minimize  inheritance  taxes.  We 
look  at  who  controls  such  wealth. 
Tmsts  are  generally  attributed  to  the 
person  who  created  the  wealth,  if  still 


alive  and  in  control;  or,  if  that  pers( 
is  not  alive,  to  the  principal  contrc 
ling  family  member  or  members  (ai 
not  the  family  lawyers). 

Obversely,  spendthrift  trusj 
which  arc  meant  to  keep  control  o| 
of  the  hands  of  beneficiaries,  arc  n| 
credited  to  the  beneficiaries;  only  esi 
mated  trust  income  is  counted. 

Lawyers  sometimes  say  a  trust 
"owned"  by  those  who  ultimate 
will  receix  e  the  princ 
pal.  Usually,  th 
means  the  nei 
generation 
the  family 
question.  Bij 
in  fact,  the  ne 
generation  cj 
ten  has  no  po\i 
er  to  spend  or  ij 
vest  principal  or 
disburse  income 
themselves.   Some  a 
still  children;  some  hej 
may  be  yet  unborn. 

It  is  difficult  to  tal 
such  "ownership"  sen 
ously,  or  to  count  so  powei 
less  an  "owner"  as  one  of  tl 
richest  people  in  America.  It  is  tni 
that  a  controlling  person's  powe! 
may  be  weakened  by  the  limitations  • 
a  trust.  But  ever\'  other  parr\''s  clai 
to  present  ownership  is  far  weaker. 

Irrevocable  charitable  tmsts  ar 
foundations  are  not  counted  as  pe! 
sonal  wealth  at  all. 

Wealth  in  the  names  of  spouses  an 
other  immediate  family  members 
sometimes  assigned  to  the  princip 
tajnily  member,  especialh'  where  ti< 
are  close.  Where  a  family  memberl 
shares  are  sufficient  to  entitle  him  c 
her  to  a  place  among  the  richest  pec 
pie  in  America,  however,  we  general! 
list  him  or  her  separately.  And  we  d 
the  same  with  immediate  famii 
members  split  by  divorce  or  oth< 
internal  familv  differences. 
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An  expansion  plan 
with  low  capital  requirements. 


A  successful  company  needs  room 
grow.  And  a  good  place  to  begin  the 
pansion  is  with  your  corporate  jet. 
By  stepping  up  from  a  light  jet  to 
e  Citation  VI,  you'll  make  huge  gains 
cabin  space.  You'll  gain  the  comforts 
stand-up  headroom,  individual 
iiting  for  up  to  seven,  and  stretch-out 
;  room.  You'll  gain  a  beautifully 
pointed  private  lavatory.  And 
u'll  achieve  all  those  gains  for  a 
rprisingly  modest  investment. 
Because  the  Citation  VI  is  the  most 


affordable  midsize  jet  in  the  world. 
Yet  it  outperforms  most  of  its  higher- 
priced  competitors. 

With  a  maximum  cruise  speed 
of  543  mph,  the  Citation  VI  is  faster 
than  every  other  midsize  jet  being 
built  today,  except  the  Citation  VII. 
Citation  VI  climb  and  cruise  altitude 
performance  are  outstanding,  as  is 
fuel  efficiency,  especially  as  com- 
pared to  slower  jets.  Yet  no  other 
business  aircraft  offers  more  speed 
and  more  spaciousness  for  less  money. 


The  Citation  VI  is  more  than 
the  world's  most  affordable  midsize 
jet.  It's  the  expansion  plan  that  will 
pay  off  big  and  pay  off  fast. 

For  more  information,  call 
Gary  W  Hay  Senior  Vice  President 
of  Marketing,  at  1-800- 4 -CESSNA. 


Citation  VI  "il 

Cessna 

A  Textron  Company 
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following  index 
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Techniques 
to  pjet 
off  the  list 


The  simple  bribe 

'"Couldn  Yyon 
and  Ipiet  tq/jethcr 
privately  and  ivork 
out  sonic  kind  of 
arran£[ement?" 


Name 

Page 

Residence 

Age 

Worth 

($mil) 

Primary  sources 

Abraham,  S.  Daniel 

216 

West  Palm  Beach,  Florida 

69 

500 

Slim-Fast  Foods 

Abramson,  Leonard 

196 

Blue  Bell,  Pennsylvania 

60 

610 

U.S.  Healthcare 

Ackerman,  Peter 

248 

London,  England 

46 

325 

Junk  bonds 

Albertson,  Joseph  Albert  ■ 

292 

Boise,  Idaho 

deceased 

Albertson's,  Inc. 

Albertson,  Kathryn  -k 

150 

Boise,  Idaho 

86 

1100 

Albertson's,  Inc. 

Alexander,  Norman  E.  ■ 

293 

Scarsdale,  New  York 

79 

Sequa  Corp. 

Allbritton,  Joe  Lewis 

257 

Houston,  Texas 

68 

300 

Media 

Allen,  Charles  Jr. 

244 

NYC 

90 

335 

Stock  market 

Allen,  Herbert 

244 

NYC 

85 

335 

Stock  market 

Allen,  Herbert  Anthony 

244 

NYC 

52 

335 

Stock  market 

Allen,  Paul  G. 

120 

Mercer  Island,  Washington 

40 

2900 

Microsoft 

Andersen  family 

271 

Bayport,  Minnesota 

450 

Windows 

Anderson,  John  Edward 

206 

Bel  Air,  California 

76 

530 

Beverage  distribution 

Andreas,  Dwayne  Orville  &  son  ■ 

293 

Bal  Harbour,  Flonda 

75 

Archer  Daniels  Midland 

Annenberg,  Walter  Hubert 

125 

Wynnewood,  Pennsylvania 

85 

2100 

Publishing 

Anschutz,  Philip  Frederick 

144 

Denver,  Colorado 

53 

1300 

Oil 

Ansin,  Edmund  Newton  -k 

257 

Miami  Beach,  Florida 

57 

300 

Sunbeam  Television 

Anthony,  Barbara  Cox 

12U 

Honolulu,  Hawaii 

70 

2400 

Inheritance  (Cox  Enterprises) 

Arisen,  Ted 

116 

Tel  Aviv,  Israel 

69 

3650 

Carnival  Cruise  Lines 

Arrillaga,  John 

220 

Palo  Alto,  California 

56 

450 

Real  estate 

Ashton,  Alan  C. 

221 

Orem,  Utah 

51 

450 

WordPerfect 

Autry,  Orvon  Gene 

258 

Los  Angeles,  California 

86 

300 

Broadcasting 

Avery,  Alice  O'Neill  ■ 

294 

Los  Angeles,  California 

76 

Inheritance  (real  estate) 

Bacardi  family 

271 

Puerto  Rico;  Miami,  et  al. 

1400 

Liquor 

Ballmer,  Steven  Anthony 

154 

Bellevue,  Washington 

37 

1100 

Microsoft 

Barbey  family 

271 

California,  et  al. 

570 

Inheritance  (VF  Corp.) 

Bass,  Anne  Hendricks 

259 

NYC;  Fort  Worth,  Texas 

52 

300 

Divorce 

Bass,  Edward  Perry 

174 

Fort  Worth,  Texas 

48 

925 

Investments 

Bass,  Lee  IMarshall 

128 

Fort  Worth,  Texas 

37 

1750 

Investments 

Bass,  Robert  Muse 

125 

Fort  Worth,  Texas 

45 

2200 

Investments 

Bass,  Sid  Richardson 

128 

Fort  Worth,  Texas 

50 

1750 

Investments 

Bastian,  Bruce  W. 

221 

Orem,  Utah 

45 

450 

WordPerfect 

Batten,  Frank 

201 

Virginia  Beach,  Virginia 

66 

600 

Publishing 

Bean  (Gorman)  family 

271 

Freeport,  Maine 

550 

L.L.  Bean 

Bechtel,  Riley  P.  ★ 

148 

San  Francisco,  California 

41 

1250 

Engineering 

Bechtel,  Stephen  Davison 

148 

San  Francisco,  California 

68 

1250 

Engineering 

Beckerman,  David  A. 

226 

Woodbridge,  Connecticut 

50 

420 

Starter  Corp. 

Behring,  Kenneth  Eugene 

250 

Blackhawk,  California 

65 

320 

Developer 

Belfer,  Arthur  Bejer  and  family  ■ 

292 

NYC 

deceased 

Oil 

Bennett,  William  Gordon 

196 

Las  Vegas,  Nevada 

68 

620 

Circus  Circus  Enterprises 

Benson,  Craig  Robert 

188 

Rye,  New  Hampshire 

39 

590 

Cabletron  Systems 

Berkley,  William  Robert  ■ 

293 

Greenwich,  Connecticut 

47 

Food  processing 

Berry,  Jack  M.  Sr.  ■ 

293 

Winter  Haven,  Florida 

76 

Food  processing 

Berry,  John  William  Sr. 

211 

Dayton,  Ohio 

71 

500 

Yellow  Pages 

Bing  family 

271 

Los  Angeles,  California 

500 

Real  estate 

Binger,  Virginia  McKnight 

234 

Wayzata,  Minnesota 

77 

395 

Inheritance  (3M) 

Blank,  Arthur 

191 

Atlanta,  Georgia 

64 

530 

Home  Depot 

Blaustein  family 

271 

Baltimore,  Maryland 

1200 

Inheritance  (Oil) 

Blech,  David  ■ 

293 

NYC 

37 

Biotech  investments 

Block  family 

271 

NYC  area 

700 

Block  Drug  Co. 

Block,  William 

258 

Pittsburgh,  Pennsylvania 

78 

300 

Media 

Bloomberg,  Michael  Rubens 

230 

NYC 

51 

400 

Financial  news  service 

Boudjakdji,  Millicent  V. 

186 

Los  Angeles,  California 

53 

355 

Inheritance 

Borg,  Malcolm  Austin  ■ 

293 

Englewood,  New  Jersey 

55 

Newspapers 

Bredin,  Octavia  Mary  du  Pont 

228 

Greenville,  Delaware 

80 

400 

Inheritance  (Du  Pont  Co.) 

Bren,  Donald  Leroy 

144 

Newport  Beach,  California 

61 

1300 

Real  estate 

Brennan,  Bernard  F. 

260 

Chicago,  Illinois 

55 

300 

Montgomery  Ward 

Brittingham  family 

271 

Mexico;  Dallas,  Texas 

475 

Dal-Tile  Group 

Broad,  Eli 

180 

Los  Angeles,  California 

60 

810 

Housing 

*  New  entry,    c  Returnee.  ■  Dropout,   t  Near  miss. 
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Worth 
($mil) 

Primarv  ^AUrCPCi 

■  IIIICII  T  W9 

Bronfman,  Edgar  Miles 

124 

NYC 

54 

2300 

Seagram  Co. 

Brown  family 

272 

Louisville,  Kentucky 

1000 

Whiskey 

Brown,  Jack 

248 

Midland,  Texas 

58 

325 

Oil 

Buffett,  Susan 

191 

San  Francisco,  California 

51 

690 

Berkshire  Hathaway 

Buffett,  Warren  Edward 

112 

Omaha,  Nebraska 

53 

8325 

Stock  market 

Susch  family 

272 

St.  Louis,  Missoun 

1100 

Anheuser-Busch 

Sutler,  Sarah  Turner  ★ 

258 

Columbus,  Georgia 

73 

300 

Coca-Cola  stock 

Butt,  Charles  Clarence  and  family 

234 

San  Antonio,  Texas 

55 

390 

Grocery  stores' 

^afarA  U/illiam  Mi^hsiAl  anH  familv 
^didiUf  VVIIIKalll  IVIIlvllaci  dllU  lalllliy 

1Q4 

Hi  ihhprrl  Ohiri 

1  1  U  U  UO  1  vJ  ,  \J\  '>\J 

80 

630 

"^hnnnino  m?illQ 
oiiu[j[jiiig  iiiaiio 

^anrtnKAll  fsmilv 
vciiii|jUdi  idiiiiij 

272 

H?iw^ii  pt  ^1 
1  ici vvo II,  CI  a  1 . 

700 

Rpaj  pcfafp 
i\cc]i  coLaic 

^an#AP  RArnarri  fmt^rstlti 
^diilUi)  Dciiidiu  Vividiu 

258 

Rp\/pr|\/  Hill'^  P^ilifnrni^ 

LJCvCliy  1  HMD,  OcIIIIUIIMCJ 

76 

300 

Cpir\\CiX  Fit7PPrPilH  Inr 

1  1  LUI    1  1  Li-gCI  CI lU  1 1  . 

^ar<^ill    lamac  D 
^digiiif  Jdiiics  n* 

175 

M  i n  np?i  nnl M  i  n npc;ntp 

IVIII  M  ICC][JwllO,  IVIII  11  ICoULCJ 

69 

835 

Parnjlt  Inr 

1  gl  M  ,  1 1  lU . 

^arcf  i  II  M  artf  sir  At 
^drgiii)  ifidigdici 

176 

1  Pi  Inllpi  P^lifnrni^ 

1—0  JUIICJ,  OullUJI  1  MCJ 

73 

835 

Paraill  Inr 

\jO  1  gl  1 1 1  1 1  1^ . 

^driSQiif  \#iini9  Lcnuy 

150 

1  nno  1  ^iWp  NylinnpQntpi 

LUI  Ig  LuHiC,  IVIII  II  ICoUla 

79 

1000 

Fntrpnrpnpi  ir 

l_l  III  C[JI  CI  ICUI 

^swAr   1  ik^iIIa 

^/1 1  iQT^itinp  \r\\MP^ 
iviUoL-ciLii  ic,  luvva 

/  o 

5?n 

lnhprit;inrp  /^RpnH^^o  Inr  \ 

II  11  Id  lldl  I^C  \  DOI  lUOg,  11      . ) 

^atcimatirlic   l/thn  AnHpASic 

^diSlllldllUIOf  Jwllll  nllUltrdS 

236 

NYC 

45 

375 

^\  inprm^irkpt*^ 
oupci  1 1  loi  r\cLo 

^hamhorc  AniiA  t^nv 
^lldlllUciSf  nllllc  wUA 

120 

r\l\Oi \IQ  ,  VJCUIgla 

73 

2400 

lnhprit;^nrp  fPriY  Fntprnric:pc:l 

11  II  ICI  IICJI  IL-C  V^U^  l-l  IICI  \J\  ijKZj/ 

^ndnaici  Taniiij 

979 

1  HQ  AnOPlpQ    pt  Pi\ 
LUo  r\\  IgCico,  CI  al. 

1 200 

TimPQ  ^^irmr  Pn 

1  1 1  1  iCo  IVI 1 1  1  Ul  "^U. 

^lann  familv 
yid|J|J  idiiiiij 

272 

^p^ttlp  \A/?ic:hinptnn 

OCuLLIC,  VVaol  III  IgLUI  1 

700 

Inhpritpinrp  fWpvprh^iPi  KPrl 
II II  ICI  1  Id  1  luc  \  V V cyci  1  icjcu oci  / 

^lain  lallllljr 

272 

Pnnnpr<^tnwn  I\!pw  Ynrk 

450 

^inppr  M;^niif;^rti irinp  Pn 

oil  IgCI    IVlal  lUIOULUI  M  Ig  \-/\J . 

^lavtnn    lamAC  1  aa 
^idyiUlif  Jdllica  kcc 

KnnY\/i  1  lp  Tpn  np<;c;pp 

r\l  lUAVIIIC,    1  CI  II  ICooCC 

59 

350 

Mnhilp  hnmPQ 

IVIUUIIC  1  lUI  1  ICo 

^Iaca  familv 
^lUst?  laiiiiij 

27  A 

Ff^rt  Mill  Sniith  r;irnlin^ 

1  Ul  L  1 VI 1  M  ,  OUU  Lll  wCllUllllCl 

475 

TpYtilpQ 
1  CALI  ICO 

9AA 

Palm  Rp;irh  Pmintv/  FInriHp 
r  C3II II  LJCcn_i  1  ouui  1  ly ,  i  lui  lua 

82 

350 

Rpa|  pcfafp 
rvcai  Coioic 

^nlliAr  f amilv 
^uiiici  idiiiiiy 

97  A 

NanlPQ  FInriHa  pt  pI 

iNOfJICo,  1  lUI  lUCJ,  CL  dl. 

1200 

Rpa|  pcfofp 
rvcai  ColalC 

^nmpr  Garv  Camnbell 
^viiidf  viciiy  waiii|#wdi 

224 

Chicago,  Illinois 

64 

430 

1  ;=^nH9'  Fnd 

293  297 

F;^\/pttp\/il'p  Npw  YnrLc 

1  aye  Lie  V 1  hC,  INCVV  IUIr\ 

58 

290 

^^hnnnino  m?illc: 
oi  lup^ii     1 1  iaiio 

WpQtf iplrl  Np\a/  Iptqpv/ 

VVColllCIU,  InCVV  jci  ocy 

75 

400 

Fniiinmpnt  lpp<^ino 

Lv^U l^ll  1  ICi  11  ICuoll  Ig 

^AnriAlIu    Inhn  P  ^ 
^uiiiiciEyi  juiiii  c*  w 

LlOO 

Pittchi  iroh  Ppnnc:\/l\/;^ni^i 
riLiouuigii,  rciiiiayivciiiicj 

58 

370 

Riv/prKnatQ 
r\  1  vci  uua  lo 

^AnnvAr  ^athArinA  MaIIaii 

^VllUWlf  WdlllCIIIIC  IflVIIUII 

260 

\A/;^Qhinoi'nn  D  C 

VVdolllllgLUII,  LJ  .\^. 

57 

300 

lnhprit?inrp 
II II  ICI  1 LO 1  l^^c 

^aaIi(    lanA  Ran^fAffr 

226 

Pnh^icicipt  ^/l^lc:Q^1phl  Kpt+c 
\^Ul  la  jdcL,  iviaooaL-i  lUoclLo 

81 

415 

lnhprit?inrp  fPlnw  Innpc;! 
II II  ICI  iiai  luc  VL^uvv  jui  icoy 

:ook,  William  Alfred 

203 

Bloomington,  Indiana 

62 

575 

Catheters 

)ooke,  Jack  Kent 

180 

Middleburg,  Virginia 

80 

800 

Real  estate 

:ooke,  Phoebe  Hearst 

186 

San  Francisco,  California 

66 

355 

Inheritance 

!oors  family 

274 

Golden,  Colorado 

390 

Beer 

Copley,  Helen  Kinney 

194 

La  Jolla,  California 

70 

550 

Publishing 

iorn,  Elizabeth  Turner  * 

258 

Columbus,  Georgia 

67 

300 

Coca-Cola  stock 

:osby,  William  Henry  Jr. 

252 

Amiierst,  Massacliusetts 

56 

315 

Television 

Sou  Iter,  Joseph  R. 

214 

Miami  Spnngs,  Florida 

58 

480 

Blood  counters 

Coulter,  Wallace  Henry 

214 

Miami  Springs,  Florida 

70s 

500 

Blood  counters 

iowles  (Gardner)  family 

274 

Minneapolis;  NYC,  etal. 

500 

Nevi/spapers 

Srown,  Lester  (and  family) 

125 

Wilmette,  Illinois 

58 

2200 

Inheritance 

Sullen  family 

274 

Houston,  Texas 

500 

Oil 

Sulverhouse,  Hugh  Franklin 

238 

Tampa,  Flonda 

74 

360 

Real  estate 

Surrier,  Andrea 

260 

The  Plains,  Virginia 

37 

300 

Inheritance 

Surrier,  Lavinia  M. 

260 

The  Plains,  Virginia 

35 

300 

Inheritance 

furrier,  Michael  S. 

250 

NYC 

32 

300 

Inheritance 

laniels.  Bill  < 

256 

Denver,  Colorado 

73 

300 

Cable  TV 

(arden,  Constance  Simons  du  Pont 

228 

Norfolk,  Virginia 

89 

400 

Inheritance  (Du  Pont  Co.) 

tart,  William  A. 

204 

Sarasota,  Florida 

66 

550 

Dart  Container 

tavenport,  Elizabeth  Lupton 

212 

Lookout  Mountain,  Tenn. 

59 

500 

Coca-Cola  bottler 

tavidson,  William  Morse 

176 

Bloomfield  Hills,  Michigan 

70 

870 

Guardian  Industnes  Corp. 

tavis,  Artemus  Darius 

258 

Walden,  Colorado 

87 

300 

V\/inn-Dixie 

tavis,  James  Elsworth  ■ 

292 

Jacksonville,  Florida 

deceased 

Winn-Dixie 

tavis,  Marvin  Harold  -k 

128 

Beverly  Hills,  California 

68 

1700 

Oil 

lay,  Robert  Addison 

240 

Los  Angeles,  California 

49 

350 

Money  management 

layton  family 

274 

Minneapolis 

1000 

Dayton  Hudson 

le  Menil  family 

274 

Houston;  NYC 

500 

Inheritance  (Schlumberger  Ltd.) 

ledman,  Robert  Henry  Sr. 

182 

Dallas,  Texas 

67 

780 

Country  clubs 

tell,  Michael  ■ 

294 

Austin,  Texas 

28 

Dell  Computer 

The  more 
complicated 
bribe 

"Ton  'rc  sinffle?  If 
I  introduce  yon  to 
a  nice  eligible 
male,  will  you 
take  tne  of}?" 


:  New  entry.      Returnee.  ■  Dropout,   t  Near  miss. 


The  clever  naif 

"/  dou  V  have 
anywhere  near 
your  minijniitn 
cutoff.  What 
is  it  anyway, 
$1  billion?"-. 
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INDEX 


The  military 
solution 

"/  doti  V  )rn}it  to 
be  included  this 
year.  Take 
me  off. " 


Name 

Page 

Residence 

Age 

Worth 
(Smil) 

Primary  sources 

DeVos,  Richard  Marvin 

128 

Ada,  Michigan 

57 

1750 

Amway 

Diiler,  Barry  if 

244 

Los  Angeles,  California 

51 

345 

QVC/HSN  stock 

Dillon  family 

276 

Far  Hills,  New  Jersey 

500 

Inheritance  (Dillon,  Read) 

Disney,  Roy  Edward 

206 

Los  Angeles,  Cafifornia 

63 

540 

Inheritance  (Walt  Disney  Co.) 

Disney,  Walt  (heirs) 

276 

Los  Angeles,  California 

380 

Inheritance 

Dixon,  Fitz  Eugene  Jr. 

236 

Lafayette  Hill,  Pennsylvania 

70 

380 

Inheritance 

Dixon,  Suzanne  Searle  ■ 

293 

Lake  Forest,  Illinois 

62 

G.D.  Searle  &  Co. 

Dolan,  Charles 

186 

Oyster  Bay,  New  York 

67 

735 

Cable  television 

Donnelley  family 

276 

Chicago  origin 

1200 

R.R.  Donnelley  &  Sons 

Dorrance,  Bennett 

148 

Paradise  Valley,  Arizona 

47 

1150 

Inheritance  (Campbell  Soup) 

Dorrance,  John  T.  Ill 

148 

Devil's  Tower,  Wyoming 

49 

1150 

Inheritance  (Campbell  Soup) 

du  Pont  (Pierre  Samuel  ll)family 

276 

Wilmington,  Delaware,  etal. 

9000 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Alexis  Felix  Jr.  and  family 

226 

Wilmington,  Delaware 

87 

415 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Irenee  Jr.  and  family 

228 

Montchanin,  Delaware 

73 

400 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Willis  Harrington 

252 

Palm  Beach,  Florida 

57 

315 

Inheritance  (Du  Pont  Co.) 

Duke,  Doris 

184 

Somerville,  New  Jersey 

80 

750 

Inheritance 

Duke,  Jennifer  Johnson  ■ 

294 

Jacksonville,  Florida 

52 

Johnson  &  Johnson 

Durst  family 

276 

NYC,  etal. 

600 

Real  estate 

Dyson,  Charles  Henry 

206 

NYC 

84 

550 

Conglomerator 

E 

Earhart,  Anne  Catherine  Getty 

232 

Laguna  Beach,  California 

41 

400 

Inheritance  (oil) 

Ebrahimi,  Fred  Farhad  * 

258 

Denver,  Colorado 

54 

300 

Quark  Inc. 

Edson,  John  Orin 

203 

Seattle,  Washington 

51 

580 

Manufactunng 

Eisner,  Michael  D.  ★ 

258 

Los  Angeles,  California 

51 

300 

Disney  stock 

Ellis,  Alpheus  Lee 

218 

Tarpon  Springs,  Florida 

87 

480 

Banking 

Ellison,  Lawrence  Joseph 

129 

Atherton,  California 

49 

1600 

Oracle  Corp. 

Engelhard,  Jane  B. 

232 

Far  Hills,  New  Jersey 

75 

400 

Inheritance 

Evans,  James  Emmett  and  family  ■ 

294 

Dade  City,  Florida 

93 

Citrus  grower 

Evans,  Thomas  Mellon  ■  t 

293,  297 

NYC 

83 

290 

Investments 

Farish  family 

276 

Houston  ongin 

425 

Oil 

Farmer,  Richard  T. 

224 

Indian  Hill,  Ohio 

58 

420 

Cintas  Corp.  • 

Feeney,  Charles  F. 

180 

London,  England 

52 

800 

Duty  Free  Shoppers  1 

Feld,  Kenneth  * 

259 

Potomac,  Maryland 

45 

300 

Circus 

Field,  Frederick  W. 

190 

Beverly  Hills,  California 

41 

700 

Inheritance  (department  store) 

Field,  Marshall  Vat 

294,  296 

Lake  Forest,  Illinois 

52 

Investor  j 

Fireman,  Paul  B. 

208 

Newton,  Massachusetts 

48 

525 

Reebok 

Fisher,  Donald  George 

208 

San  Francisco,  California 

55 

515 

The  Gap 

Fisher,  Doris  F. 

208 

San  Francisco,  California 

52 

515 

The  Gap 

Fisher,  Lawrence 

222 

NYC 

83 

450 

Real  estate 

Fisher,  Max  Martin 

235 

Franklin,  Michigan 

85 

375 

Oil 

Fisher,  Zachary 

222 

NYC 

82 

450 

Real  estate 

Flagler  family 

277 

Chapel  Hill,  North  Carolina 

500 

Inheritance  (oil,  real  estate) 

Flint,  Lucile  du  Pont 

228 

Greenville,  Delaware 

78 

400 

Inheritance  (Du  Pont  Co.) 

Ford,  Josephine 

175 

Grosse  Pointe  Farms,  Mich. 

70 

530 

Inheritance  (Ford  Motor  Co.) 

Ford,  William  Clay 

175 

Crosse  Pointe  Shores,  Mich 

58 

900 

Inheritance  (Ford  Motor  Co.) 

Forman,  Michael  Robert 

250 

Bel  Air,  California 

58 

320 

Real  estate 

Franchetti,  Anne  and  family 

198 

Seal  Cove,  Maine 

70s 

385 

Milliken&Co. 

Freeman,  Houghton  * 

176 

NYC 

72 

580 

American  International  Group 

Freeman,  Mansfield  ■ 

292 

Greensboro,  Vermont 

deceased 

American  International  Group 

Fribourg,  Michel 

155 

NYC 

80 

1000 

Grain  trader 

Frist,  Thomas  F.  Jr. 

222 

Nashville,  Tennessee 

55 

435 

Hospital  Corp.  of  America 

Frost,  Phillip 

226 

Miami  Beach,  Florida 

56 

410 

Pharmaceuticals 

Fuqua,  John  Brooks  ■ 

294 

Atlanta,  Georgia 

75 

Investments 

G  : 

Gallo,  Ernest 

255 

Modesto,  California 

84 

300 

Wine 

Gallo,  Julio  ■ 

292 

Modesto,  California 

deceased 

Wine 

Galvin,  Robert  William 

150 

Barrington  Hills,  Illinois 

71 

1100 

Motorola 

Gates,  Charles  Cassius  Jr. 

192 

Denver,  Colorado 

72 

680 

Gates  Corp. 

★  New  entry.      Returnee,  ■Dropout,   t  Near  miss. 
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Learning  about  information  technology  can  put 
you  to  sleep. 

Not  learning  about  it  can  put  you  out  to  pasture. 

What  you  don't  know  about  applying  information  technology  can  cost  you 
your  leadership. 

Now,  in  a  new  video  series  from  MIT's  Sloan  School  of  Management, 
you  can  learn  how  leaders  like  Banc  One,  JCPenney,  Xerox  and  Johnson 
&  Johnson  wring  big  returns  from  their  information  technology  investments. 
In  candid,  revealing  interviews  with  their  CEOs  and  ClOs,  you'll  discover 
why  it's  not  just  the  technology  that  counts.  It's  much  more. 

**Of  all  the  ideas  we  reviewed  for 

Malcolm  S.  Forbes,  Jr., 

:he  Forbes  Initiative,  I  believe  this  video 

President,  Editor  in  Chief, 

>eries  from  MIT  has  the  greatest  potential 

Forbes  Magazine 

;o  help  you  improve  your  competitiveness.' 

For  more  information  about  the  series  and  how  it  can  contribute  to  your 
competitive  well-being,  call  (800)  753-5542. 


1 

■ 

I  n  I  T  I.A  T  t  V  E 

Tools  to  create  lastinc  Leadership 


Trust  the  CPAs 

"My  nccninitniits 
sny  yon  were 

much  too  hifjh  last 
year.  And  they 
should  kiio)v. " 


The  Swiss 
foundation 
gambit 

"That's  not 
actually  my 
mojiey;  it  '.f  in 
an  irrevocable 

medical 
foundation 
in  Switzerland. ' 
(Revoked  and 
retnrned 
to  the  U.S. 
the  next  year.) 


Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Gate«  William  Henrv  III 

VKiicSf  w¥ii[]i<iiii  nciiijr  iii 

112 

Rpllpviip  W^^^hinpton 

LJtjll^VLJ^,    VVCJOl  III  IglWI  1 

37 

6165 

Microsoft 

Gsylordf  Edward  Lewis 

182 

Oklahoma  City,  Oklahoma 

74 

780 

Broadcasting 

Gcffcn,  David 

175 

Malibu,  California 

50 

900 

Music 

Gerry,  Alan  if 

230 

Liberty,  New  York 

64 

400 

Cable  TV 

Gettv  Caroline  Marie 

232 

San  Francisco,  California 

36 

400 

Inheritance  (oil) 

Gettv  Eugene  Paul  (1  Paul  Jr  \ 

232 

London,  England 

61 

400 

Inheritance  (oil) 

Getty,  Gordon  Peter 

136 

San  Francisco,  California 

59 

1400 

Inheritance  (oil) 

Gill,  Tim  if 

258 

Denver,  Colorado 

39 

300 

Quark  Inc. 

Glazer,  Guilford 

232 

Beverly  Hills,  California 

72 

400 

Real  estate 

Goizueta  Roberto  Cri<;nulo 

236 

Atlanta,  Georgia 

61 

375 

Coca-Cola 

Goldman  familv 

277 

NYC  area 

400 

Inheritance  (real  estate) 

Goldman,  Rhoda  Haas  &  family 

211 

San  Francisco,  California 

69 

355 

Levi  Strauss 

Gonda,  Leslie  L*  if 

240 

Beverly  Hills,  California 

73 

355 

American  International  Group 

Gonda,  Louis  L.  i( 

240 

Beverly  Hills,  California 

45 

355 

American  International  Group 

Goodson  family 

277 

Los  Angeles.  California 

400 

Inheritance  (game  shows) 

Gore  family 

277 

Newark,  Delaware 

700 

Gore-Tex 

Gottwald  family 

277 

Richmond,  Virginia 

410 

Ethyl  Corp. 

Gottwald,  Bruce  Cobb  ■ 

294 

Richmond,  Virginia 

60 

Ethyl  Corp. 

Gottwald,  Floyd  Dewey  Jr.  i 

294 

Richmond,  Virginia 

71 

Ethyl  Corp. 

Graham  familv 

VI ciiiaiii  laiiiiiT 

277 

Washington,  D.C, 

565 

Washington  Post  Co. 

Grainger,  David  William 

252 

Skokie,  Illinois 

65 

315 

W.W.  Grainger 

Green,  Pincus 

180 

Meggen,  Switzerland 

58 

800 

Commodities  trader 

Greenberg,  Maurice  (Hank) 

176 

NYC 

68 

855 

American  International  Group 

Guccione,  Robert  Charles 

252 

NYC 

61 

315 

Publishing 

Gund  family 

278 

Cleveland  origm 

1300 

Inheritance  (Sanka,  banking) 

Haas,  Fritz  Otto 

204 

Ambler,  Pennsylvania 

78 

550 

Rohm  &  Haas 

Haas,  John  Charles 

204 

Villanova,  Pennsylvania 

75 

560 

Rohm  &  Haas 

Haas,  Josephine  B.  &  family 

211 

San  Francisco,  California 

60s 

500 

Levi  Strauss 

Haas,  Peter  E.  Jr  &  family 

211 

San  Francisco,  California 

45 

410 

Levi  Strauss 

Haas,  Peter  E.  Sr  &  family 

136 

San  Francisco,  California 

74 

1400 

Levi  Strauss 

Haas,  Robert  D.  &  family 

211 

San  Francisco,  California 

51 

410 

Levi  Strauss 

Haas,  Walter  A.  Jr.  &  family 

211 

San  Francisco,  California 

77 

410 

Levi  Strauss 

Hall,  Donald  Joyce 

174 

Mission  Hills,  Kansas 

65 

960 

Hallmark  Cards 

Hamilton,  Dorrance  Hill 

184 

Wayne,  Pennsylvania 

65 

740 

Inheritance  (Campbell  Soup) 

Hammons,  John  Quentin 

252 

Spnngfield,  Missoun 

71 

315 

Hotels 

Harbert,  John  Murdoch  III 

188 

Birmingham,  Alabama 

72 

710 

Construction 

Hardie,  Mary  Jane  Hoiles 

230 

Marysville,  California 

71 

400 

Newspapers 

Hascoe,  Norman  * 

256 

Greenwich,  Connecticut 

64 

300 

Semiconductor  materials 

Hauser,  Gustave  t 

297 

NYC 

64 

290 

Cable  TV 

Hearst,  Austin  -k 

186 

NYC 

355 

Inheritance 

Hearst,  David  Whitmire  Jr.  and  family 

186 

Los  Angeles,  California 

48 

355 

Inheritance 

Hearst,  George  Randolph  Jr.  and  family 

186 

Los  Angeles,  California 

66 

355 

Inheritance 

Hearst,  Randolph  Apperson  and  family 

186 

NYC 

77 

710 

Inheritance 

Hearst,  William  Randolph  III  ★ 

186 

San  Francisco,  California 

54 

355 

Inheritance 

Hearst,  William  Randolph  Jr.  ■ 

292 

NYC 

deceased 

Inheritance 

Heinz,  Teresa  F. 

192 

Fox  Chapel,  Pennsylvania 

55 

675 

H.J.  Heinz  Co. 

Helmsley,  Harry  Brakmann 

156 

NYC 

84 

1000 

Real  estate 

Herb,  Marvin 

236 

Chicago,  Illinois 

56 

375 

Coca-Cola  bottler 

Hess,  Leon 

182 

NYC 

79 

775 

Amerada  Hess  Corp. 

Hewlett,  William  Redington 

140 

Portola  Valley,  California 

80 

1400 

Hewlett-Packard 

Heyman,  Samuel  J. 

192 

NYC 

54 

655 

GAF  Corp. 

Hill,  Margaret  Hunt 

160 

Dallas,  Texas 

77 

1000 

Inheritance  (oil) 

Hillenbrand  family 

-  278 

Batesville,  Indiana,  et  al. 

1850 

Caskets,  hospital  beds 

Hillman,  Henry  Lea 

121 

Pittsburgh,  Pennsylvania 

74 

2400 

Industrialist 

Hillman,  Howard  Butcher 

254 

Greenwich,  Connecticut 

59 

305 

Inheritance 

Hillman,  Tatnall  Lea 

254 

Radnor,  Pennsylvania 

55 

305 

Inheritance 

Hixon  family 

278 

Pasadena,  California 

880 

Connectors 

Hobby,  Oveta  Culp 

214 

Houston,  Texas 

88 

500 

Media 

Hoiles,  Harry  Howard 

230 

Colorado  Springs,  Colorado 

77 

400 

Newspapers 

Hollingsworth,  John  D. 

206 

Greenville,  South  Carolina 

75 

550 

Textile  machinery 

*  New  entry,   v  Returnee.  ■  Dropout,   t  Near  miss. 
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Residence 
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Worth 
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Horvitz  family 

278 

Cleveland  area;  Fort  Lauderdale 

900 

Inheritance  (media,  real  estate) 

Hostetter,  Amos  Barr  Jr. 

190 

Boston,  Massachusetts 

56 

700 

Continental  Cablevision 

Houghton  family 

278 

Corning,  New  York 

545 

Corning  Glass  Works 

Howard,  Robert  Staples 

258 

Rancho  Santa  Fe,  California 

69 

300 

Publishing 

Hoyt  family 

278 

NYC  area;  Santa  Fe,  New  Mexico 

750 

Carter-Wallace 

Hubbard,  Stanley  Stub  ■ 

294 

St.  Mary's  Point,  Minnesota 

60 

Broadcasting 

Huffington,  Roy  IMichael 

254 

Houston,  Texas 

76 

310 

Oil 

Hughes  family 

278 

California;  Nevada 

1000 

Hughes  Aircraft 

Huizenga,  Wayne 

192 

Fort  Lauderdale,  Florida 

55 

670 

Blockbuster  Video 

Hunt,  Caroline  Rose 

216 

Dallas,  Texas 

70 

500 

Inheritance  (oil) 

Hunt,  Johnnie  Bryan 

226 

Gosfien,  Arkansas 

66 

415 

J.B.  Hunt  Transport 

Hunt,  Ray  Lee  and  family 

134 

Dallas,  Texas 

51 

1500 

Inheritance  (Oil) 

Hunting  f^iniilv 

278 

Grand  Rapids,  Michigan 

500 

Steelcase 

Huntsman,  Jon  Meade 

206 

Salt  Lake  City,  Utah 

56 

550 

Plastics 

Hyde,  Joseph  Reeves  III 

221 

Memphis,  Tennessee 

51 

450 

Auto  parts 

ll     ■  1 

Icahn,  Carl  Celian 

203 

Bedford,  New  York 

57 

575 

Financier 

Idema  family 

278 

Grand  Rapids,  Michigan 

500 

Steelcase 

Hitch,  Michael 

201 

Troy,  Michigan 

64 

600 

Little  Caesar  Enterprises 

Ingram,  Erskine  Bronson 

174 

Nashville,  Tennessee 

61 

950 

Conglomerate 

Irvine  family 

280 

Middleburg,  Virginia,  etal. 

350 

Inhentance,  lawsuits 

Jacobs,  Jeremy  Maurice 

212 

East  Aurora,  New  York 

53 

500 

Sports  concessions 

Jacobs,  Richard  E.  ■  t 

294,  296 

Lakewood,  Ohio 

68 

300 

Shopping  centers 

Jamail,  Joseph  Dahr  Jr. 

198 

Houston,  Texas 

68 

600 

Lawyer 

Jandernoa,  Michael  J.t 

296 

Grand  Rapids,  Michigan 

43 

296 

Perrigo  Co. 

Jenkins  family 

280 

Lakeland,  Flonda 

755 

Publix  Super  Markets 

Johnson  family 

280 

Princeton,  New  Jersey 

990 

Johnson  &  Johnson 

Johnson,  Barbara  Piasecka 

186 

Princeton,  New  Jersey 

56 

735 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Charles  B. 

182 

Hillsborough,  California 

60 

775 

Franklin  Resources 

Johnson,  Edward  Crosby  III 

129 

Boston,  Massachusetts 

63 

1700 

Investment  management 

Johnson,  James  Loring  ■ 

294 

Hunterdon,  New  Jersey 

48 

Johnson  &  Johnson 

Johnson,  Rupert  Jr. 

182 

Hillsborough,  California 

53 

585 

Franklin  Resources 

Johnson,  Samuel  Curtis 

134 

Racine,  Wisconsin 

65 

1500 

Johnson  Wax 

Jones,  Jerral  Wayne  t 

296 

Dallas,  Texas 

51 

290 

Oil,  football 

Jordan  family 

280 

Boston  origin 

915 

Inheritance  (media,  retailing) 

Joseph,  George  -k 

248 

Los  Angeles,  California 

71 

325 

Mercury  General  Corp. 

Ik  I 

Kaiser,  George  B. 

256 

Tulsa,  Oklahoma 

51 

300 

Gas 

Kamins,  Philip  Evan  -k 

248 

Beverly  Hills,  California 

57 

325 

Plastics 

Kauffman,  Ewing  Marion  ■ 

292 

Mission  Hills,  Kansas 

deceased 

Marion  Laboratories 

Kauffman,  Muriel  ^ 

212 

Mission  Hills,  Kansas 

76 

500 

Inheritance 

Keck,  Howard  Brighton 

238 

Los  Angeles,  California 

80 

370 

Superior  Oil  Co. 

Keck,  William  Myron  II  ■  t 

293,  297 

Los  Angeles,  California 

51 

295 

Oil 

Keinath,  Pauline  MacMillan 

176 

St.  Louis,  Missoun 

59 

555 

Inheritance  (Cargill,  Inc.) 

Kelley  family 

280 

Honolulu,  Hawaii 

430 

Hotels 

Kelly,  William  Russell 

210 

Fort  Lauderdale,  Florida 

87 

510 

Kelly  Services 

Kennedy  family 

280 

Boston  origin 

350 

Inheritance 

Kerkorian,  Kirk 

117 

Beverly  Hills,  California 

76 

3100 

Investments 

Kimmel,  Sidney 

220 

Philadelphia,  Pennsylvania 

64 

465 

Jones  Apparel  Group 

King  family 

281 

Bay  Head,  New  Jersey;  NYC,  et  al. 

465 

King  World  Productions 

Kleberg  family 

281 

Kingsville,  Texas 

800 

Inheritance  (King  Ranch) 

Kluge,  John  Werner 

112 

Charlottesville,  Virginia 

79 

5900 

Metromedia 

Knight,  Philip  Hampson 

136 

Hillsboro,  Oregon 

55 

1400 

Nike,  Inc. 

Koch,  Charles  de  Ganahl 

132 

Wichita,  Kansas 

57 

1500 

Inheritance 

Koch,  David  Hamilton 

132 

NYC 

53 

1500 

Inheritance 

Koch,  Frederick  Robinson 

196 

Monaco;  NYC 

59 

500 

Inheritance  (oil  services) 

Koch,  William  Ingraham 

196 

Palm  Beach,  Florida 

53 

600 

Inheritance  (oil  services) 

Kohlberg,  Jerome  Spiegel  Jr. 

212 

Mount  Kisco,  New  York 

68 

500 

Leveraged  buyouts 

*  New  entry.      Returnee.  ■  Dropout,   t  Near  miss. 

The  delaying 
tactic 

"  Well,  I'm  rich 
all  right,  but  not 
quite  there  yet. 
Why  don't  you 
call  mc  next 


year< 


The  sympathy 
ploy 

"Can  you 
imagine  what  the 
unions  would  do 
to  me  if  I  made 

your  list?"  , 
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Kohler  family 

281 

Kohler,  Wisconsin  origin 

500 

Plumbing  fixtures 

Kovner,  Bruce 

241 

NYC 

48 

350 

Trariinp 

Kravis,  Henry  R. 

198 

NYC 

49 

600 

Leveraged  buyouts 

Krehbiel,  John  Hammond  Sr. 

208 

Lisle,  Illinois 

87 

515 

Molex,  Inc. 

Kroc,  Joan  Beverly 

140 

Rancho  Santa  Fe,  California 

55 

1350 

Inheritance  (McDonald's) 

Lauder,  Estee 

156 

NYC 

85 

1000 

Cosmetics 

Lauder,  Leonard  Alan 

156 

NYC 

60 

1000 

Cosmetics  - 

Lauder,  Ronald  Steven 

156 

NYC 

49 

1000 

Cosmetics 

Lauren,  Ralph 

190 

NYC  and  vicinity 

54 

700 

Apparel 

Lawrence,  M.  Larry  ■ 

294 

San  Diego,  California 

67 

Hotel,  real  estate 

Lebensfeld,  Harry 

244 

NYC 

89 

350 

UlS,  Inc. 

Lee,  Thomas  Haskell  -k 

260 

Boston,  Massachusetts 

49 

300 

Leveraged  buyouts 

LeFrak,  Samuel  Jayson 

144 

NYC 

75 

1300 

Real  estate 

Leininger,  James  Richard  ■ 

294 

San  Antonio,  Texas 

49 

Stock 

Lennon,  Fred  A. 

175 

Chagnn  Falls,  Ohio 

87 

900 

Valves 

Lerner,  Alfred 

182 

Shaker  Heights,  Ohio 

60 

770 

Banking 

Lesher,  Dean  Stanley  ■ 

292 

Orinda,  California 

deceased 

Newspapers 

Levine,  Leon 

240 

Charlotte,  North  Carolina 

56 

355 

Family  Dollar  Stores 

Levine,  Stuart  Robert 

188 

Stratham,  New  Hampshire 

35 

710 

Cabletron  Systems 

Lewis,  Peter  Benjamin  -k 

214 

Mayfield  Village,  Ohio 

59 

500 

Progressive  Corp. 

Lewis,  Reginald  F.  i 

292 

NYC 

deceased 

Tl  r  fieatrirp 

Lilly  family 

281 

Indianapolis,  etal. 

1200 

Pharmaceuticals 

Lindemann,  George 

203 

Wellington,  Florida 

57 

575 

Cable,  cellular 

Lindner,  Carl  Henry  Jr.  and  family 

194 

Cincinnati,  Ohio 

74 

650 

Insurance 

Littlefield,  Edmund  Wattis 

246 

Burlingame,  California 

79 

330 

Utah  International 

Litwin,  Leonard 

214 

NYC 

77 

500 

Real  estate 

Louis,  John  Jeffry 

180 

Winnetka,  Illinois 

68 

800 

Inheritance  (Johnson  Wax) 

Lund,  Sharon  Disney  ■ 

293 

Los  Angeles,  California 

deceased 

Inheritance 

Lupton,  John  Thomas 

212 

Lookout  Mountain,  Tennessee 

67 

500 

Coca-Cola  bottler 

Lurie,  Robert  Alfred 

250 

San  Francisco,  California 

64 

320 

Inheritance 

Lykes  family 

281 

Florida,  etal. 

800 

Steel,  real  estate 

Lyon,  Frank  Jr.  and  family  it 

248 

Little  Rock,  Arkansas 

52 

325 

beverage  bottling 

MacElree,  Jane  Cox  ' 

226 

Newton  Square,  Pennsylvania 

64 

415 

Inheritance 

MacMillan,  Cargill  Jr. 

176 

Wayzata,  Minnesota 

55 

555 

Cargill,  Inc. 

MacMillan,  John  Hugh  III 

176 

Hillsboro  Beach,  Florida 

65 

555 

Cargill,  Inc. 

MacMillan,  W.  Duncan 

176 

Wayzata,  Minnesota 

64 

555 

Cargill,  Inc 

MacMillan,  Whitney 

176 

Minneapolis,  Minnesota 

65 

555 

Cargill,  Inc. 

Magness,  Bob  John 

178 

Englewood,  Colorado 

69 

810 

Telecommunications  Inc. 

Malone,  John  C.  -k 

220 

Englewood,  Colorado 

51 

450 

Tele-Comm  Inc.,  Liberty  Media 

Malone,  Mary  Alice  Dorrance 

148 

Coatesville,  Pennsylvania 

43 

1150 

Inheritance  (Campbell  Soup) 

Mandel,  Jack  N. 

215 

Shaker  Heights,  Ohio 

81 

475 

Premier  Industrial  Corp. 

Mandel,  Joseph  C. 

216 

Lyndhurst,  Ohio 

79 

460 

Premier  Industrial  Corp. 

Mandel,  Morton  Leon 

216 

Shaker  Heights,  Ohio 

72 

490 

Premier  Industrial  Corp. 

Manoogian,  Richard  Alexander 

220 

Grosse  Pointe  Farms,  Michigan 

57 

470 

Masco  Corp. 

Marcus,  Bernard 

191 

Atlanta,  Georgia 

64 

690 

Home  Depot 

Marion,  Anne  Windfohr 

246 

Fort  Worth,  Texas 

54 

330 

Inheritance 

Maritz,  William  Edward 

256 

St.  Louis,  Missouri 

64 

300 

Maritz  Inc. 

Markkula,  Armas  Clifford  Jr.  ■ 

294 

Woodside,  California 

51 

Echelon  Corp. 

Marriott  family 

281 

Washington,  D.C. 

1000 

Hotels,  food  service 

Mars,  Forrest  Edward  Jr. 

121 

McLean,  Virginia 

62 

2400 

Inheritance  (candy) 

Mars,  Forrest  Edward  Sr. 

121 

Las  Vegas,  Nevada 

80s 

2400 

Inheritance  (candy) 

Mars,  John  Franklyn 

121 

Arlington,  Virginia 

57 

2400 

Inheritance  (candy) 

Marshall,  Barbara  Hall 

174 

Kansas  City,  Missouri 

70 

480 

Inheritance  (Hallmark  Cards) 

Marshall,  James  Howard  11 

215 

Houston,  Texas 

88 

500 

Oil 

Mathile,  Clayton  Lee 

228 

Dayton,  Ohio 

52 

400 

lams  Pet  Food 

May,  Cordelia  Scaife 

201 

Ligonier,  Pennsylvania 

65 

600 

Inheritance 

May,  Irene  Sophie  du  Pont 

228 

Wilmington,  Delaware 

91 

400 

Inheritance  (Du  Pont  Co.) 

★  New  entry.    "  Returnee.  ■  Dropout. 

t  Near  miss. 
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[§CWASHER 
JON- 
INTACT"  CD 
.EANING 
r§TEM 
is  unique  CD 
droBathT^'  cleaning  system  is  another 
Kivative  development  from  Discwasher.  It  is 
^  only  non-contact  cleaning  system  available 
lay  that  safely  and  effectively  removes  and 
!ans  virtually  all  dirt  and  debris  from  the 
tical  surfaces  of  all  CDs,  CD-Is,  CD-ROMs  and 
)-Photos.  The  Discwasher  CD  HydroBath™ 
mbines  the  scientific  principles  of 
drodynamic  technology  using  a  newly- 
veloped  CDG-h^^'^  surfactant  cleaning  solution 
it  is  both  a  wetting  agent,  emulsifier  and  dryer 
mbined  with  a  unique,  specially  developed  high 
eed  rotation  platform.  The  entire  cleaning 
3cess  takes  less  than  60  seconds  and,  unlike 
nventional  radial  cleaning  methods,  there  is  no 
ntact  by  any  material  that  could  mar  the 
tical  CD  surface.  For  more  information,  call 
iOO-325-0573,  or  write:  Discwasher,  2950  Lake 
nma  Rd.,  Lake  Maiy,  FL  32746. 


ilLEPOWER  VNIVERSAL  CAMCORDER 
iTTERY  RAPID 
fARGER/DISCHARGER 
lOM  JBRO 

prove  your  camcorder 
tteiT  operation  and 
)l(inK  battery  life 
h  t  he  new  Telepower 
ivrrsal  Camcorder 
tter>'  Rapid 

arger/Discharger.  By  automatically  switching  to 
'  Rapid  Charge  function  after  fully  discharging 
jr  Ni-Cd  camcorder  battery,  the  Telepower  Rapid 
arger/Discharger  quickly  provides  a  fully 
nditioned,  fully  powered  battery  pack,  maximizing 
jr  camcorder  performance.  A  versatile  design  fits 
3  most  popular  camcorder  batteries,  including 
lepower  highest  quality  replacement  batteries,  as 
11  as  Sony,  JV'C,  Panasonic,  Canon,  Hitachi,  RCA 
d  many  equivalent  types.  Works  in  auto  and  AC 
tlets.  For  more  information  and  the  name  of  your 
al  dealer,  call  1-800-323-3779,  or  write:  JBRO 
tteries,  1938-A  University  Lane,  Lisle,  IL  60532. 


HE  FISHER 
TVDIO  24  CD 
LANAGEMENT 
VSTEM 

ith  the  Fisher 
udi()24CD 
aiiagement 
'Stem,  up  to  24  compact  discs  can  be 
•ogrammed  for  playback  by  category  and 
ibcategory,  as  well  as  by  individual  disc  or 
■lection.  At  the  touch  of  a  button,  you  can 
io(]se  from  seven  preset  categories:  Classical, 
izz,  ('  &  W,  R  &  B,  Rock,  Easy  Listening  and 
low  Tunes,  plus  24  custom  categories  or 
ibcategories.  The  Studio  24  system  is  available 
;  a  ."omponent  or  as  part  of  a  full  audio  system 
1)111  Fisher  AudioMdeo. 
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BROTHER 
INTRODUCES 
HJ-400 
DESKTOP 
INKJET 
PRINTER 
An  Inkjet  printer 
designed  to 
produce  laser 
look  documents 

with  design  flexibility,  the  new  HJ-400  is 
compatible  with  IBM  Proprinter  XL,  Epson  FX-850 
and  Apple  Macintosh  emulations,  and  has 
Windows  and  MAC  drivers  included. 

Twenty-four  resident  fonts  provide  a  wide  choice 
of  graphic  effects  and  the  360  x  360  DPI  resolution 
is  40%  greater  than  300  DPI  laser  printers. 
Important  features  include  TrueType  compatible 
fonts  for  scalable  text  in  both  MAC  and  Windows 
mode.  The  HJ-400  prints  letter,  legal,  A3,  A4; 
envelopes,  and  transparencies. 

Easy  to  use,  the  HJ-400  has  a  100  page 
automatic  cut  sheet  feeder  and  whisper  quiet,  low 
noise  operation.  A  convenient  (industry  standard) 
clean  hands  disposable  printhead  cartridge  is 
included.  There  are  a  multitude  of  enhanced 
printing  features  such  as  the  64  nozzle  printhead 
which  provides  clean,  crisp  text  and  graphics. 

For  more  information,  contact  Nancy  Long  at 
Brother  International  Corporation,  200  Cottontail 
Lane,  Somerset,  New  Jersey  08875-6714. 


QVESTECH 
TRANSITION 
2000  AND  2001 

Successful  people 
maximize  the  use 
of  their  time  with 
support  staff  to 
answer  the  phone 
and  screen  calls. 
Now,  with 
Questech's  voice 
changing 
technology, 
anyone  can  screen 
their  own  calls 
and  maximize 
their  work 
schedule. 


Questech  2000(top) &  2001  (bottom) 


The  Transition  2000  and  2001  use  integrated 
digital  signal  processing  to  provide  16 
programmable  voice  levels.  Women  can  sound 
like  men,  men  like  women,  and  children  like 
adults.  Although,  originally  developed  to 
discourage  obscene  or  annoying  calls,  now  it  can 
aid  home  offices  or  small  businesses  by  operating 
like  larger  offices.  An  executive  can  act  as  a 
secretary  and  screen  calls,  thereby  completing 
critical  tasks  on  time.  The  Transition  2000,  which 
comes  with  an  AC/DC  adapter,  also  operates  as  a 
standard  single  line  telephone.  The  Transition 
2001,  which  operates  on  multiple  lines,  is  a 
battery  operated  accessory  and  can  be  attached 
to  most  modular  phones.  For  more  information, 
call  (800)  966-5367  or  write:  Questech 
International,  Inc.,  4951-B  East  Adamo  Drive, 
Tampa,  Florida  33605. 


ALPHANUMERIC 
MESSAGING  FROM 
PAGEMART 

With  infoPage™ 
alphanumeric  messaging 
you  can  have  critical 
information  almost  instantaneously.  Virtually 
anywhere  you  go,  24  hours  a  day.  Information 
is  transmitted  directly  to  your  pager  in  message 
form.  The  advantages  of  text  messaging  are  time 
management  and  having  actionable  information 
at  your  disposal,  as  well  as  the  cost  savings  of 
not  having  to  play  "phone-tag."  Alphanumeric 
text-  messaging  is  a  key  part  of  your  total 
communications  management  plan.  For  more 
information,  call  PageMart  at  1-800-324-OPEN. 


NEW  FRIGIDAIRE  ELECTRIC  RANGE 

Get  up  to  speed  with 
the  latest  cooking 
technology!  The 
Frigidaire'  Smoothtop 
CeramaspeedT^'^ 
electric  range  features 
state-of-the-art,  energy- 
efficient  radiant 
elements  that  glow 
instantly  below  an  easy- 
to-clean  smooth 
CERAN"  glass  cooktop. 
An  expandable  dual 
radiant  element  selects  the  most  efficient 
cooking  surface  size,  from  6"  to  8",  at  the  turn  of  a 
knob.  Solid-state  electronic  time  and 
temperature  touchpads  provide  precise  control 
for  the  unique  Dual-Radiant  baking  system  inside 
the  automatic  self-cleaning  oven.  Available  in 
white,  black  or  almond,  with  the  exclusive  gently 
rounded  shape  of  Frigidaire  UltraStylei^'^  design 
to  complement  any  kitchen  decor.  For  more 
information,  call  1-800-451-7007  or 
write:  Frigidaire  Company,  6000  Perimeter 
Dr.,  Dublin,  OH  43017. 


COAST  GENUINE  LEATHER  NOTEBOOK 
COMPUTER  CASES 

COAST  Notebook 
Computer  Cases  and 
Carryalls  make  you 
and  your  computer 
customer  stand  out. 
They're  crafted  from  fine  quality,  genuine  leather 
-  a  look  that  highlights  professionalism.  And 
they're  built  to  protect  the  computer  and 
accessories  with  cross-linked,  dense  polyfoam 
construction  for  "Shock  Protection"  on  the 
outside  and  smooth,  nylon  linings  for  "No-Scratch 
Protection"  on  the  inside.  Each  of  the  computer 
cases  and  carryalls  feature  a  variety  of  storage 
compartments  and  pockets  that  hold  everything 
that's  important  to  you.  Some  models  can  even 
accommodate  an  overnight  change  of  clothes 
which  makes  them  as  versatile  and  functional  as 
they  are  beautiful. 

So,  protect  your  notebook  computer  customer's 
purchase  with  a  COAST  genuine  leather  Case  or 
Carryall.  No  matter  where  they  are  going... they're 
covered  with  COAST! 


The  Marketing  Magazine  for 

Consumer  Electronics  and  Major  Appliance  Retailers. 


%c  co^      Editorial  Offices:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300 


The 
"anonymous" 
letter 

"'Ton  should 
really  check  this 
guy  out.  He's  the 
richest  guy  in 
town. " 
(Mailed  to  Forbes 
anonymously  by 
the  guy  hijuself. ) 


The 
postmodern 
man 

"/ V«  a  really 
meet  guy.  Ton 
don't  want  to 

hurt  me  by 
leaving  me  off, 
now,  do  youV 


Name 

Page 

Residence 

Age 

Worth 

($mil) 

Primary  sources 

fUsu   Da^av  ■ 

ivicly)  r  6icr  ■ 

MVP 
IN  T  U 

DU 

Trisngle  Industries 

mc^aWf  DrUC6 

oeduie,  vvdsningion 

Al 

/UD 

ivicLdw  ueiiuiar 

Dciicvuc,  vvdbr iingLun 

AA 

iUUU 

ivicuaw  ueiiuiar 

M^f^aw   Inhn  Flmt/ 
IfltrwaW)  JUIIII  Cllwj 

iOD 

OcdlUc,  VVdblili  IglUll 

AO 

/ 

^/lrPa\A/  PqIIi  liar 

ivici^aw,  ffveiin  w< 

iC5D 

oeauic,  vvdsningion 

iviCL-dw  ueiiuiar 

iiicviaicny  lainiiy 

C.OL 

odcrdinerno,  odiiiornia,  et  ai. 

Newspapers 

iviccvojf  nan  lUCKCr  m 

odii  ridncibco,  UditTornia 

lA 

^1 R 

olD 

Publishing 

nFicuioiniiiif  Jaifies  ana  Taiiiiiy 

DilblUl,  1  ciiricbbcc 

A^ 

Pnal 

L/Oai 

IVICUUVt;rllf  rairiCK  JOaCpn 

(1  ill 

iNdbiiud,  iNcw  ndiripoiiire 

AA 

DUU 

Publishing 

iviirViiaw  lainiiy 

9R9 

MVP  p\ 
IN  T  L-,  ct  dl. 

DUU 

ryi^PravA;  Uill 

iviCordW-nlll 

ivi^kaiiCf  nuucii  vrayiuii  Jr* 

Tsxas 

A7 

OUJ 

roou  wnoicbdiing 

inipaa  Taiiiiiy 

9fi9 

vvisoonsin  Kapius,  vvisconsin 

/OO 

Consolidated  Papers 

ftAAiiai*  f  smilu 
ITItflJci  Tainiiy 

9S9 

oidflU  rNdpiUb,  IVMCrilgdri,  cl  dl. 

ouu 

Retailing 

nridion  raiiiiiy 

9R9 

rlUbUUlgrt  died 

JUUU 

Inheritance 

MaIIar  Paul 
IVICllUllf  r  alli 

1  1  rAr\£i('\ /1 1  Iq    \ /i  I'll  I  rM  "3 

uppciviiic,  virginid 

ftA 

1  nnn 

Inheritance 

KAAlInn   I9i^h3r#l  Dvaccap 
IVIdlUlIf  flll^naiU  r  lUast?! 

9An 

LIgUllIci,  rtJi  iri^ylVdrild 

A4 

^nn 

Inheritance 

RAAlInn  CauisicH  Dvaccav 
ifidiuiif  9t;waiU  riUsatsr 

9An 

LI^UMIci,  rcl  11  IbylVdl  lid 

Al 

^nn 

oUU 

Inheritance 

MAlInn  Timnthu 
iTiwiiuiif  iiinuiiiy 

9An 

Ivldl  ICi  IcbLcl ,  INcW  ndllipbllirc 

Al 

^nn 

oUU 

Inheritance 

iviennen  laniiiy 

9fl9 

iviorrisiown,  iNew  jersGy 

1  oU 

The  Mennen  Co. 

iviiiDuryf  UadSanuia  ificiion 

9An 

Ligonier,  rennsyivanid 

A'5 

oUU 

Inheritance 

nFiiiKviif  Loweii  Jay 

99S 

LOS  Mngcies,  UdiiTorntd 

^9n 

Financier 

ftAill/Afl     IUif*ll9Al  DAl\Avt 

ifiilKtsnf  frlicnaei  nou6n 

99R 

LOS  MFigcies,  UdiiTornid 

Al 

/inn 

'tUU 

Financier 

MillilfAn  IvArrich 
ifiiiiinciDf  vicrriaii 

i  z/O 

OiccllWICn,  L/OllllcLULUl 

1 D 

Textiles 

Millil^Ati   RAinnt  \iL\t%tS  H 
iTiiiiintfilf  Irllllvl  nillg  ■ 

9Q4 

MVP 

IN  1  L- 

11 
1  1 

K/tlllil/cin  J?  Pa 

iviiiiiKen  o£  oo. 

KAllli^  An  PArfAT 

ifiiiiiKdif  noger 

1  QP 

opdiidriDurg,  oouin  L-droiirid 

77 

finn 

DUU 

Textiles 

Milic  familv 
IVIIII9  laiiiiiy 

9ft9 

Phaftpnnnoa  Tonnocccao 
V^yl  laLLul  lUUgd,   1  CI  II  ICboCC 

HUU 

rOi  Li dll  blUUlOb 

RAille    Ali^A  Cvon/^ic  flu  Dah^ 
nilllSf  HIIC6  riallvls  UU  rOnl 

99A 

iviiaaicuurg,  virginid 

QP 
oU 

Inheritance  (Du  Pont  Co.) 

Milctoin   MnnrnA  tmSk¥\t  " 
ifiii9(diif  ifiuiiiut;  uary  ' 

9R4 

Ri  irlinnt"An    [Mo\a/  lorcov/ 
DUillllgLUll,  INcW  Jclbcy 

AA 
DD 

^in 

oIU 

Dof  ail 

Keidii 

91  n 

odil  ridHLIbLO,  L/dlllUillld 

4Q 

Ri  n 

DiU 

Oracle  Corp. 

KAittf^hAll     ftA Arrf A  PllU«4l9C 

ifiiicneiif  ucoigc  rnyaias 

1 

nOusron,  1  exds 

7/1 

v^n 

Oil  and  gas 

MAiiskcfhan  Thmnac  QfrAnhAn 
iTiuiiagiiaiif  1  iiuiiias  3ic|jiit?ii 

999 

Ann  A  rKnr   ^/l  i*"  h i na  n 
Mini  r\IUUl,  IvIIClllgdIi 

AA 
DD 

ARn 

40U 

Pizza 

lUI/tn^i'iAf  lA/illiam  Aluin  Ir 
ITIUIItrilClf  VVIIIialll  nIVIII  Jla 

9^n 

r Ui  L  VvUl  K 1 ,  1  cAdb 

/o 

Ann 
^uu 

Oil  and  gas 

ifiuuuyf  nuucii  lcc  ■ 

9QA 

UdlVcblOi  1,  1  CAdb 

Afl 
Do 

American  National  Insurance 

1  ^/l 

odilld  L-ldld  L/Uuriiy,  L-dlllurrild 

A4 
D4 

1  Rnn 

i  jUU 

Intel  Corp. 

Mnnro    lArn/  1 
ifiuuiCf  jcrry  j* 

91  ^ 

nuubiuii,  1  CAdb 

AA 
DD 

^nn 

jUU 

Shopping  centers 

Maavac   lAhn  lau 
ifiwicsf  JUIIII  Jay 

94A 

oUgdi  LdflU,  1  CAdb 

4Q 

^^n 

R^ylP  QAftiAfaro 

DiviL^  oOiTware 

MAran   iamAC  Marfin 
iviviaiif  jaiiics  ifiaiiiii 

90^ 

nillbUUiU  DCaL-ll,  riUilUd 

7A 
/  D 

Ann 

DUU 

Toyota 

9^ft 

<1  JO 

Los  AngGlcs,  California 

AQ 

oDD 

Berkshire  Hathaway 

Murdoch,  Keith  Rupert 

116 

NYC 

62 

4000 

Thp  Npw<^  Pnrn 

Murdock,  David  Howard 

150 

Bel  Air,  California 

70 

1100 

Real  estate,  takeovers 

Murphy,  Charles  Jr. 

206 

Fl  Dorado.  Arkansas 

73 

550 

Murphy  Oil 

Naify,  Marshall 

191 

San  Francisco,  California 

73 

470 

Telecommunications 

Naify,  Robert  Alien 

191 

San  Francisco,  California 

71 

685 

Telecommunications 

Newhouse,  Donald  Edward 

117 

NYC 

64 

3500 

Publishing 

Newhouse,  Samuel  Irving  Jr. 

117 

NYC 

65 

3500 

Publishing 

Noorda,  Raymond  J. 

194 

Provo,  Utafi 

69 

650 

Novell  Inc. 

Nordstrom  family 

282 

Seattle,  Washington 

945 

Retailing 

Norris  family 

284 

Marshalltown,  Iowa  origin 

650 

Lennox  International 

Norris,  Diana  Strawbridge 

184 

Palm  Beach,  Flonda 

54 

340 

Inheritance  (Campbell  Soup) 

O'Connor  family 

284 

Victoria,  Texas 

700 

Oil.  ranching 

O'Neill  family 

284 

Los  Angeles  area 

500 

Real  estate 

O'Neill,  Richard  Jerome  ■ 

294 

San  Juan  Capistrano,  California 

70 

Inheritance,  real  estate 

Packard,  David 

120 

Los  Altos  Hills,  California 

81 

2750 

Hewlett-Packard 

Pamplin,  Robert  Boisseau  Jr. 

240 

Lake  Oswego,  Oregon 

51 

350 

Textiles 

Pampiin,  Robert  Boisseau  Sr. 

240 

Portland,  Oregon 

81 

350 

Textiles 

Park,  Roy  Hampton 

204 

Ithaca,  New  York 

84 

550 

Park  Communications 

*  New  entry.      Returnee.  ■  Dropout. 

t  Near  miss. 
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nstant  Gratification 


YOUR. NEXT  CAR  -  FOR  SAli  IHSIDE  .'! 


SPECIAL  DOUBLE  HOLIDAY  ISSUE!!! 

duPont 

REGISTRY 


BUYERS  GALLERY  {fr^fl  OF  FINK  AlTOiOBI^L 


J  INDUSIBV  LEADERS  DISCUSS  IHE  FUrUDE  OE  IHE 

COllECIOB  CAR  MARKET 
_]  PORSCHE  PROFILES:  STATS  ON  I 


ice  cold  beer  on  a  hot  steamy  day.  Zero  to  60  in  under 
seconds.  The  first  six  notes  of  "The  Star  Spangled 
ner".  Greatly  anticipated  events  that  give  instant  gratifi- 
Dn  but  at  times  too  fleeting  and  never  savored. 

those  who  have  a  passion  for  the  world's  great  automo- 
5,  the  arrival  of  the  latest  issue  of  the  duPont  Registry  is 
itly  anticipated  and  instantly  gratifying. 

quely,  it  is  one  event  that  continues  to  gratify,  page  after 
i,  cover  to  cover,  and  from  one  issue  to  the  next. 

'11  browse  through  the  world's  most  diversified  automo- 
showroom.  Millions  of  dollars  and  thousands  of  clas- 


ALL,  FAX  OR  MAIL  IN  TODAY 


l-SOO-233-1731  or  FAX:  (813)-281-12I5  \ 


idress: 


t\\  State,  Zip: 
tone:  


Jheck  One: 


□  2  years  (  24  issues  )  $75.00* 
a  1  year  ( 12  issues  )  $39.95'* 


Payment  Enclosed       H  Bill  to  credit  card 

Visa  1  MasterCard         □  American  Express 


ird  No. 


_Exp.  Date 


^nature 


duPont  Publishing,  Inc.  P.O.  Box  25237  Tampa.  Florida  33622 

■1,  6  to  X  iiffij  for  delhrry.  'Florida  resiilmis  add  6,57r  Florida  stiles  lax  Haial  $42.55/1  \rar.  $79.HIV3  year'. 
i''i,e-  Aihl$;Omi„-r\eariGST::i,liiiledl   Oilier  Foreign  Add  W)  IXt  per  year  All  pavmmit  ill  I'  S  funds  inih 


-J  JERRY  J.  MOORfS 
TIXAS-SiaDCAU 

couicnON  IN 


sic,  luxury,  and  exotic  cars,  showcased  for  sale  in  full  color 
photographs  with  accompanying  descriptions.  Plus  articles 
and  reports  on  the  domestic  and  international  automobile 
market. 

Now  in  its  ninth  year.  The  duPont  Registry  is  a  buyers 
gallery  of  fine  automobiles  with  over  200,000  readers  . 
worldwide.  Actually,  it  is  an  automotive  paradise,  provid- 
ing hours  of  entertainment  for  enthusiasts,  a  showcase  if 
you're  selling,  great  buys  for  those  who  are  ready.  At 
$39.95  for  twelve  monthly  issues,  a  33%  savings  off  the 
$4.95  cover  price,  we  think  you'll  agree  it's  a  small  price  to 
pay  for  instant  gratification  and  a  whole  lot  more. 


r  reel  mm 

The  duPont  Registry 
Price  Guide.  A  compre- 
hensive, pocket-sized 
guide  of  current  prices 
on  over  8,000  classic, 
luxury  and  exotic  auto- 
mobiles. A  $9.95  value. 


1-800-233-1731 

orFAX:(813)-281-m5 


duFV)nt 
REGISTRY 


Price  Guide 


Classic,  Luxury,  Exotics,  Imports.  ^ 
Domestic,  Antiques,  Special  lntercsl^ 


The  credibility 
nag 

'7  respect  Forbes, 
and  I  wouldn  Y 
want  you  to 
embarrass 
yourselves  by 
printinpi 
somethinj^  that 
wasH  V  true. " 


The  book- 
cooker 

"No  problem.  Let 
me  send  you  over 
myfinancials. " 
(Many  Forbes 
Four  Hundred 

members  draw  up 
elaborate — and 

false — -financial 
statements  just 
for  this  issue  of 
Forbes.) 


Name 

Page 

Residence 

Age 

Worth 
(9mii) 

Primary  sources 

Parker,  Jack  ■ 

294 

NYC 

78 

Real  estate 

Pearson,  Edith  du  Pont 

252 

Montchanin,  Delaware 

81 

315 

Inheritance  (Du  Pont  Co.) 

Peery,  Richard  Taylor 

220 

Palo  Alto,  California 

52 

450 

Real  estate 

Peltz,  Nelson 

220 

Palm  Beach,  Florida 

51 

460 

Leveraged  buyouts 

Pennington,  Claude  B. 

230 

Baton  Rouge,  Louisiana 

93 

400 

Oil  and  gas 

Pennington,  William  Norman 

196 

Reno,  Nevada 

70 

455 

Circus  Circus  Enterphses 

Perdue,  Franklin  Parsons 

221 

Salisbury,  Maryland 

73 

450 

Chickens 

Perelman,  Ronald  Owen 

117 

NYC 

50 

3600 

Leveraged  buyouts 

Perenchio,  Andrew  Jerrold 

243 

Bel  Air,  California 

62 

350 

Television 

Perot,  Henry  Ross 

121 

Dallas,  Texas 

63 

2400 

Computer  services 

Perry,  Claire  Eugenia  Getty 

232 

Laguna  Beach,  California 

38 

400 

Inheritance  (oil) 

Petersen,  Robert  Einar 

241 

Beverly  Hills,  California 

67 

350 

Publishing 

Petrie,  Milton 

154 

Southampton,  New  York 

91 

1100 

Petrie  Stores 

Pew  family 

284 

Philadelphia  origin 

440 

Inheritance  (Sun  Co.) 

Phipps,  Howard  Jr. 

257 

Old  Westbury,  New  York 

59 

300 

Bessemer  Trust 

Pictet,  Marion  MacMillan 

176 

Hamilton  Beach,  Bermuda 

60 

555 

Inheritance  (Cargill,  Inc.) 

Pigott  family 

284 

Bellevue,  Washington 

820 

Inheritance  (Paccar) 

Pitcairn  family 

284 

Bryn  Athyn,  Pennsylvania 

1000 

Inheritance  (PPG  Industries) 

Pohlad,  Carl  Ray 

198 

Minneapolis,  Minnesota 

78 

600 

Banks 

Pritzker,  Jay  Arthur 

124 

Chicago,  Illinois 

71 

2200 

Financier 

Pritzker,  Robert  Alan 

124 

Chicago,  Illinois 

67 

2200 

Financier 

Pulitzer  family 

284 

St.  Louis,  Missouri,  et  al. 

640 

Inheritance  (publishing) 

Rainwater,  Richard  Edward 

220 

Fort  Worth,  Texas 

49 

470 

investments 

Redstone,  Sumner  Murray 

113 

Newton  Centre,  Massachusetts 

70 

5600 

Viacom,  Inc. 

Reed  family 

284 

Seattle,  Washington,  et  al. 

1000 

Lumber,  paper 

Reid,  Elizabeth  Ann 

174 

Denton,  Texas 

71 

480 

Inheritance  (Hallmark  Cards) 

Reinhart,  Dewayne  B. 

230 

La  Crosse,  Wisconsin 

73 

400 

Food  wholesaler  1 

Reynolds,  Donald  Worthington  ■ 

293 

Las  Vegas,  Nevada 

deceased 

Donrey  Inc. 

Rich,  Marc 

180 

Meggen,  Switzerland 

58 

800 

Commodities  trader 

Rich,  Robert  Edward  Sr. 

204 

Buffalo,  New  York 

80 

560 

Food  products 

Richardson  family 

285 

Greensboro,  North  Carolina,  etal. 

800 

Inheritance  (Richardson-Vicks) 

Rinker,  Marshall  Edison  (Doc)  Sr. 

254 

Palm  Beach,  Florida 

88 

315 

Concrete 

Roberts,  George  R. 

198 

San  Francisco,  California 

49 

600 

Leveraged  buyouts 

Roberts,  Ralph  J.  * 

222 

Coatesville,  Pennsylvania 

73 

435 

Comcast  Corp. 

Robinson,  Jesse  Mack 

246 

Atlanta,  Georgia 

70 

325 

Banking 

Rockefeller,  David 

148 

NYC 

78 

1100 

Inheritance  (oil) 

Rockefeller  (John  D.)  family 

285 

NYC,  etal. 

5500 

Inheritance  (oil) 

Rockefeller,  Laurance  Spelman 

154 

NYC 

83 

1000 

Inheritance  (oil) 

Rockefeller,  Winthrop  Paul 

174 

Morrilton,  Arkansas 

44 

950 

Inheritance  (oil) 

Rollins  family 

285 

Atlanta,  Ga.;  Wilmington,  Del. 

650 

Inheritance 

Rose  family 

285 

NYC 

400 

Real  estate 

Rosenwald  family 

285 

NYC,  etal. 

450 

Inheritance  (Sears,  Roebuck) 

Rowling,  Reese  Mcintosh 

and  family 

201 

Corpus  Chnsti,  Texas 

65 

600 

Oil  and  gas 

Russell  family 

286 

Alexander  City,  Alabama 

390 

Athletic  wear 

Rust,  Eleanor  Francis  du  Pont 

228 

Thomasville,  Georgia 

86 

400 

Inheritance  (Du  Pont  Co.) 

Ryan,  Patrick  George 

210 

Chicago,  Illinois 

56 

515 

Insurance 

S 

Sakioka,  Roy  and  family 

243 

Costa  Mesa,  California 

94 

350 

Real  estate 

Sammons  family 

286 

Dallas,  Texas 

700 

Sammons  Enterprises 

Sarofim,  Fayez  Shalaby 

198 

Houston,  Texas 

64 

600 

Money  management 

Saul,  Bernard  Francis  II 

257 

Chevy  Chase,  Maryland 

51- 

300 

Inheritance 

Scaife,  Richard  Mellon 

184 

Pittsburgh,  Pennsylvania 

61 

750 

Inheritance 

Scharbauer,  Clarence  Jr. 

236 

Midland,  Texas 

68 

375 

Inheritance  (oil,  land) 

Schiff  family 

286 

Cincinnati,  Ohio 

400 

Cincinnati  Financial  Corp. 

Schottenstein  family 

286 

Columbus,  Ohio 

525 

Department  stores 

Schuler,  James  K.  -k 

244 

Honolulu,  Hawaii 

55 

345 

Schuler  Homes 

Schwab,  Charles  R.  ★ 

246 

Atherton,  California 

56 

330 

Charles  Schwab  Corp. 

Schwan  family 

286 

Sioux  Falls,  South  Dakota 

1000 

Schwan's  Sales  Enterprises 

*  New  entry,   v  Returnee.  ■  Dropout. 

t  Near  miss. 
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Smart  Executives  Stay 
Ahead  of  the  Game 


Today's  senior  executives  are  very  much  like  coaches.  You  and  your  team 
are  highly  mobile,  and  you  take  care  of  business  on  the  go. 
Mobile  Office  m.agazine  has  emerged  as  the  clear  winner  in  providing 
concise  and  comprehensive  coverage  of  this  changing  business  environment. 
We  show  you  how  to  maximize  your  time  at  the  airport,  at  the  hotel,  in 
the  car,  and  even  on  vacation — all  to  help  you  beat  the  competition. 

Mobile  Office 
magazine  provides 
you  with  vital 
information  about 
the  latest  in  note- 
book computers, 
software,  pagers, 
cellular  phones, 
accessories,  and 
every  other 
portable  tool 
you  and  your 
company  need 
to  stay  ahead  of 
the  game.  Call 
Mobile  Office 
for  our  Special 
Introductory 
Offer  for 
Forbes  readers. 
One  year  of 
Mobile  Office 
for  just 
$19.95. 

(800)  627-5234 


5FBS 


The  art  lover 

"Now,  I  can  V 
show  it  to  you 
since  it's  very 
private  and  I 
don't  want  to 
alert  some 
bur  Pilar,  but  my 
art  collection  is 
worth  at  least 
$200  million  by 
itself. " 


The 
reappearing 
asset  trick 

"Gosh,  I  somehow 
forgot  last  year  to 
tell  you  about  my 
$50  million 
CD." 


Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

ocnwaiif  marvin  lYiaynaru  ■ 

^ztj 

OlUUX  rdllb,  oUUtll  UdKOld 

deceased 

Schwan  s  Sales  Enterprises 

dcnpps  (C.W.;  Tamiiy 

<LOD 

Cincinnati,  Ohio  origin 

1600 

Inheritance  (newspapers) 

Scripps  (J>E-)  family 

<loo 

Detroit,  Michigan,  etal. 

900 

Inheritance  (newspapers) 

S6arl6  family 

L^ke  Forest,  Illinois 

900 

Inheritance 

dearie^  vaniei  urow  ■ 

VVIIUIclKd,  IMIlIUlS 

67 

P         Coarla  J?  P^ 

b.u.  cjearie  &  oo. 

S6arle,  William  Louis  ' 

Lske  Forest,  Illinois 

65 

b.u.  oearie  &  co. 

9narpf  Dayaro  j 

/ 

C6nt6rville,  Delawsre 

80 

Inheritance 

Shorcnstcin,  Walter  Herbert 

S3n  Francisco,  California 

78 

400 

Real  estate 

Sidamon-Eristoff,  Anne  Phipps  >^ 

IN  T  u 

51 

300 

Bessemer  Trust 

oiiiimanf  manana  uu  ronx 

998 

IvIUI  ilLl  IdllU  1,  UcldWdrc 

82 

400 

Inheritance  (Du  Pont  Co.) 

simmonS)  naroio  uiarn 

iOU 

L/dlldb,  1  CAdS 

62 

785 

Investments 

dimmonSf  nicnara  raui 

999 

ocwicKicy,  rcrirtsyivdriid 

62 

445 

Allegheny  Ludlum 

Simon^  Melvcn  i 

Indianapolis,  Indiana 

67 

300 

Shopping  centers 

Cimnn  U/illism  Fftu/ovH  ■ 

oiiiiQn,  wiiiiaifi  cuWara  ■ 

9Q4 

iNcw  vciiiuii,  iNcw  Jersey 

65 

Leveraged  buyouts 

Simplotf  John  Richard 

1  74 

DUISc,  lUallO 

84 

950 

Potatoes 

Singleton,  Henry  Earl 

1Q9 

LOS  Mngeics,  uaiiTornia 

76 

660 

Teledyne 

9Kagg9f  Leonara  dainuei  jr. 

904 

'salt  1  aUo  Pih/  1  Itah 
odil  LdKc  oliy,  ULdil 

70 

560 

American  Stores  Co. 

9miin  Tamiiy 

9HH 

uriicdgu,  iMiiKjis  origin 

1500 

Illinois  Tool  Works 

siniin  (vnaries  t.)  family 

9PS 

vvasningion,  u.u. 

600 

Real  estate 

Smith,  Frederick  Wallace  u 

9/1/1 

Memphis,  Tennessee 

49 

350 

Federal  Express 

smiTiif  icicnara  Aian 

1  74 

Chestnut  Hill,  Massachusetts 

68 

955 

Harcourt  General 

Solheim,  Karsten 

91  A 

Phoenix,  Arizona 

82 

500 

Ping  golf  clubs 

Solomon,  Russell 

94fi 

Sacramento,  California 

68 

330 

Tower  Records 

Solow,  Sheldon  Henry 

94fi 

MVP 

65 

330 

Real  estate 

oominer,  vioia 

994 

olcdl  IMcCrN,  iNcW  TUIK 

72 

425 

inneriiance  ueai  esiaiej 

CAVAnCAn    i^MVAe  1  aUa%i 

oorensvn,  Jaiiies  Levoy 

1  Qn 

Qalt  1  al/o  C\\\i   1  Itah 
Odil  LdKc  ^^liy,  ULdfl 

72 

695 

Medical  devices 

Soros,  George 

154 

Mvr 

63 

1100 

Money  manager 

Spangler,  Clemmie  Dixon  Jr. 

220 

Phanol  Will    Mnrth  r^arrtlina 

uridpci  mil,  iNUiui  L^droiirid 

61 

475 

Investments 

Spanos,  Alexander Gus it    294,  296 

Stockton,  California 

70 

Real  estate 

Spelling,  Aaron 

256 

nuiiiiuy  niiib,  udiiiuiiiid 

70 

300 

Television 

Stein,  Jay  * 

238 

JdCKbOliVHIc,  rlUliCJd 

47 

365 

oiein  ivian 

Steinberg,  Saul  Philip  and  family 

240 

MVP 

54 

360 

Financier 

Steinhardt,  Michael  -k 

256 

MVP 
In  TL- 

52 

300 

Money  management 

Stempel,  Ernest  E. 

176 

Hamilton,  Bermuda 

77 

430 

American  International  Group 

Stephens,  Jackson  Thomas 

218 

Little  Rock,  Arkansas 

70 

475 

Investment  banking 

Stern,  Leonard  Norman 

176 

MVP 
IN  T  u 

55 

840 

Pet  supplies 

Stowers,  James  Evans  Jr.  -k 

234 

ivansas  uiiy,  iviissouri 

69 

380 

Mutual  funds 

Stuart  family 

288 

Los  Angeles,  etal. 

800 

Inheritance  (Carnation  Co.) 

Sulzberger  family 

288 

NYC 

490 

New  York  Times 

Swig  family 

288 

San  Francisco,  California 

460 

Real  estate 

Taper,  Sydney  Mark 

244 

Beverly  Hills,  California 

92 

350 

First  Charter  Financial  Corp. 

Tauber,  Laszio  Nandor 

240 

Potomac,  Mar^'land 

78 

350 

Real  estate 

Taubman,  Adolph  Alfred 

208 

Bloomfield  Hills,  Michigan 

68 

525 

Real  estate 

Taylor  family 

288 

Boston,  Massachusetts  origin 

600 

Inheritance  (publishing) 

Taylor,  Jack  Crawford 

198 

St.  Louis,  Missoun 

71 

600 

Enterprise  Rent-A-Car 

Temple  family 

290 

Diboll,  Texas  origin 

900 

Inheritance  (timber) 

Terra,  Daniel  James 

201 

Chicago,  Illinois 

82 

600 

Lawter  International 

Thome,  Oakleigh  Blakeman  ■ 

293 

Millbrook,  New  York 

61 

Commerce  Clearing  House 

Tisch,  Laurence  Alan 

140 

Westchester,  New  York 

70 

1300 

Loews  Corp. 

Tisch,  Preston  Robert 

140 

NYC 

67 

1300 

Loews  Corp, 

Turner,  Robert  Edward  (Ted) 

124 

Roswell,  Georgia 

55 

2200 

Turner  Broadcasting  System 

Turner,  William  Butler  -k 

258 

Columbus,  Georgia 

70 

300 

Coca-Cola  stock 

Tyson,  Barbara 

178 

Fayetteville,  Arkansas 

44. 

655 

Tyson  Foods 

Tyson,  Donald  John 

178 

Springdale,  Arkansas 

63 

810 

Tyson  Foods 

u 

Udva^Hazy,  Steven  F.  -k 

234 

Beverly  Hills,  California 

47 

395 

American  International  Group 

Ueltschi,  Albert  Lee 

230 

Irving,  Texas 

76 

400 

FlightSafety  International 

*  New  entry.   -.'Returnee.  "Dropout,   t  Near  miss 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Unanue  family 

290 

Secaucus,  New  Jersey,  etal. 

450 

Goya  foods 

Upjohn  family 

291 

Kalamazoo,  Michigan,  et  ai. 

1100 

Inheritance  (Upjohn  Co.) 

Van  Andel,  Jay 

128 

Ada.  Michigan 

69 

1750 

Amway 

Van  Beuren,  Hope  Hill 

184 

Newport,  Rhode  Island 

59 

675 

Inheritance  (Campbell  Soup) 

Vogel,  Jacqueline  Mars 

121 

Bedminster,  New  Jersey 

53 

2400 

Inheritance  (candy) 

\Msi^n^r  Cvril  Ji* 

248 

Midland  Texas 

59 

325 

Oil  and  investments 

113 

Ropprs  Arkansas 

44 

4550 

Inheritance  (Wal-Mart  Stores) 

113 

Rpntnnvillp  Arkansas 

74 

4550 

Inhpritancp  /Wal-Mart  Stnrps^ 

150 

Rpntnnvillp  Arkansas 

71 

1100 

Wal-Mart  Stores 

iValton,  Jim  C. 

113 

Bentonville,  Arkansas 

45 

4650 

Inheritance  (Wal-Mart  Stores) 

tValton,  John  T. 

113 

San  Diego,  California 

48 

4600 

Inheritance  (Wal-Mart  Stores) 

iValton,  S.  Robson 

113 

Bentonville,  Arkansas 

49 

4550 

Inheritance  (Wal-Mart  Stores) 

234 

K;^n<^;^s  C\\\j  Missouri 

74 

400 

Rii'^spII  Stover  P^indiP'^i 

211 

1  V  1  lOOWLJ  ICJ  ,    IVIWI  1  LCJ 1  ICJ 

59 

500 

Fntrpnrpnpi  ir 

iA/#Kceritian  Lewis  Robert 

234 

Palm  Springs,  California 

80 

395 

MCA 

iA/at^nn  familv 

iv<ii9wii  laiiiiijr 

291 

Southern  California  origin 

500 

Rp^l  pct';:itP 

lA/pAVPf  J  Wavne 

234 

D^ripn  Pnnnprtiri it 

58 

385 

Shnp^ 

iVeber,  Charlotte  Colket 

184 

Ocala,  Florida 

50 

730 

Inheritance  (Campbell  Soup) 

iVege  family 

278 

Grand  Rapids,  Michigan 

500 

Steelcase 

iWeis,  Robert  Freeman 

226 

Sunbury,  Pennsylvania 

74 

355 

Weis  Markets 

UVeis,  Sigfried 

226 

Lewisburg,  Pennsylvania 

77 

410 

Weis  Markets 

l/Vexner,  Bella 

234 

Columbus,  Ohio 

84 

390 

The  Limited 

l/Vexner,  Leslie  Herbert 

129 

New  Albany,  Ohio 

56 

1600 

The  Limited 

i/Veyerhaeuser  family 

291 

St.  Paul.  Minnesota, 
Tacoma,  Washington,  et  al. 

1000 

Inheritance  (timber) 

Whitney,  Betsey 

Gushing  Roosevelt 

210 

Manhasset,  New  York 

85 

500 

Inheritance 

iVhittier  family 

291 

Southern  California 

700 

Inheritance  (oil) 

i/Vilmot  family 

291 

Rochester,  New  York 

660 

Shopping  centers 

iVirtz  family 

291 

Chicago,  Illinois 

550 

Real  estate 

A/olfe  family 

291 

Columbus,  Ohio 

450 

Wear-U-Well  Shoes 

Mrigley,  William 

175 

Lake  Geneva,  Wisconsin 

60 

900 

Wrigley's  chewing  gum 

l^ates  family 

291 

Artesia,  New  Mexico 

800 

Oil 

1 

Zell,  Samuel 

184 

Chicago,  Illinois 

52 

750 

Real  estate,  investments 

Ziff,  William  Bernard  Jr. 

132 

Manalapan,  Florida 

63 

1500 

Publishing 

Blame 
the  media 

"The  newspapers 
£live  me  a  bad 
rap.  Fm  not 
broke.  Toil  can 
put  me  down  for 
$850  million  this 
year,  easy,  but 
don't  say  that  I 
was  the  one  who 
jjave  you  the 
infoi'mation. " 


*  New  entry.    ^  Returnee,   ■Dropout,   t  Near  miss. 
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Wealth  formula  for  the  information  age:  The  softer  the  ware,  the  easier 
the  money.  And  it's  going  to  get  easier  to  make  a  fortune  on  software, 
now  that  inventors  are  devising  clever  new  ways  to  distribute  and  charge  for  it. 

Software's  cash  register 


By  Peter  Huber 

People  still  roast  about  making 
money  the  old-fashioned  w  ay,  but  the 
new  way  is  faster.  Henry  Ford,  Thom- 
as Edison  and  Sam  Walton  moved 
people  and  things:  foctoiy  workers, 
wire  cable,  salesclerks,  soda.  That 
meant  heavy  lifting,  which  is  slow. 
Nowadays  you  get  rich  quick  moving 
bits  and  bytes.  A  lot  more  people  are 
going  to  get  rich  that  way  in  the 
coming  years,  because  the  software 
industry  has  finally  perfected  a  cash 
register. 

To  understand  how  important  this 
is,  begin  with  the  basics.  To  get  rich 
selling  widgets,  you  must  move  a  lot 
of  widgets.  And  wherever  else  you 
may  move  them,  you  must  move 
them  past  a  cash  register.  Unfortu- 
nately, things  that  are  easy  to  meter  at 
the  checkout  counter — solid  things 
like  Doritos,  say — are  comparati\'ely 
hard  to  move.  The  easiest  thing  to 
move  is  information.  But  until  now, 
information  has  been  hard  to  meter. 

The  entertainment  business  has  al- 


ready shown  us  what  kind  of  wealth 
can  be  created  out  of  a  commoditv'  as 
fluid  as  air  if  you  can  somehow  get 
people  to  pay  for  it.  Think  of  the 
television  set  as  a  retail  outlet,  and  Bill 
Cosby  as  a  merchant  who  can  peddle 
JELL-O  to  30  million  people  at  the 
same  time.  Sure,  the  people  who  stuff 
gelatin  into  boxes  and  ship  them  to 
stores  may  prosper,  too,  but  on  no- 
where near  the  same  scale  as  Cosby, 
who  can  move  his  goods  at  the  speed 
of  light. 

Television  created  only  a  handful  of 
Cosbys.  Personal  computers  will  cre- 
ate thousands.  The  60  million  or  so 


CLOCKWISE 
FROM  UPPER 
RIGHT: 

Bruce  Bastian  of 
WordPerfect, 
Raymond  Noorda 
of  Novell, 
Steven  Ballmer 
and  William  Gates 
of  Microsoft 
Software's 
Rich  List 
haves. 


pc;s  placed  on  U.S.  desktops  are  whc 
the  ne.xt  generation  of  superrich  ; 
setting  up  their  cash  registers. 

The  retail  outlets  themselves — t 
desktop  computers — aren't  necess 
ily  a  source  of  wealth.  Remember  tt 
the  founders  of  such  hardware  p 
ducers  as  Apple  Computer,  D 
Computer,  Tandon  Corp.,  Wa 
Laboratories  and  Digital  Equipmt 
Corp.  all  appeared  among  The  Fort 
Four  Hundred  in  years  past,  only 
fall  by  the  wayside.  The  key  concept 
al  leaps — that  microprocessors  c 
power  PCs,  PCS  sell,  and  they  sell 
mail — have  already  been  made.  T 
hardware  end  of  the  computer  indi 
tr\'  now  depends  largely  on  the  silic 
equivalent  of  toting  buckets,  lifti 
bales  and  coordinating  armies  of  sa 
ried  gophers  who  swallow  up  much 
an  entrepreneur's  revenue. 

Software  is  a  different  story.  I 
where  the  future  money  is.  The  pi 
gram  creators  who  sell  through  the 
desktop  retail  outlets  don't  ne 


feavy  lifting  and  lots  of  capital  to  get 
leir  businesses  off  the  ground — so 
ley  don't  need  to  give  their  compa- 
es  away  to  venture  capitalists  to  pay 
>r  the  launch.  Thus  it  is  that  this 
rar's  Forbes  Four  Hundred  includes 
least  a  dozen  software  vendors, 
eluding  three  from  Microsoft 
latcs,  Allen,  Ballmer),  two  each 
oin  Quark  (Gill  and  Ebrahimi)  and 
'ordPerfect  (Ashton  and  Bastian), 
ui  one  each  from  Novell  (Noorda), 
iracle  (Ellison)  and  kmc;  (Moores). 
lost  of  these  weren't  on  the  list  four 
■J IS  ago. 

i  o  make  a  mint  on  software,  just 
link.  Think  alone,  if  you  can,  or  at 
orst  with  a  tiny  team  of  fellow  nerds, 
'l  ite  a  program  that  helps  other  peo- 
c  think  better — a  spreadsheet,  a 
.atabase,  an  electronic  checkbook, 
un  off  a  million  copies  on  floppy 
sks,  at  a  cost  of  a  buck  or  two  each, 
hen  sell  them  at  S195  plus  tax. 

None  of  this  is  easy,  of  course,  but 
lat's  not  the  point.  If  you  do  some- 
Dw  pull  it  off,  you  do  it  prett}'  much 
1  the  back  of  your  own  sweat  equit}'. 
's  like  one  of  those  1950s  ads  for 
aking  money  at  home  that  you  used 
)  see  in  Popular  Mechanics:  Zero 
ivestment.  Infinite  profit.  Instantly, 
ist  add  genius. 

That,  in  any  event,  is  how  it  shouki 
fork.  If  it  doesn't  quite  yet,  the  rea- 
m  lies  in  the  shortcomings  of  the 
ish  register.  We're  still  no  good  at 
letering  information  in  its  pure 
)rm,  so  software  must  be  contained 
n  something  clumsy  like  a  floppy 
isk,  just  to  accommodate  the  book- 
-cpers.  That  means  getting  shelf 


CLOCKWISE  FROM 
UPPER  LEFT: 

Kenneth  Olsen, 
founder  of  DEC, 
the  late  An  Wang 
of  Wang  Labs, 
A.C.  Markkula  Jr. 
and  Steven  Jobs  of 
Apple  Computer, 
Michael  Dell 
of  Dell  Computer 
Hardware's 
Rich  List 
has-beens. 


space  at  Egghead  Discount  Software 
or  some  other  retailer  before  you  can 
make  millions  from  your  musical 
spreadsheet  program.  And  there  is 
only  so  much  shelf  space.  Software  is 
as  light  as  electrons,  but  to  make  a 
buck  you  still  have  to  put  it  on  a  truck. 

Microsoft  persuades  hardware  dis 
tributors  like  Dell  to  bundle  its  soft- 
ware into  the  hardware.  But  for  ever\' 
Bill  Gates  there  are  10,000  program- 
mers, photographers  and  cinematog- 
raphers  who  never  get  a  chance  to 
present  their  wares  to  consumers  at 
all.  Many  of  those  wares  would  sell — 
more  than  a  few  would  sell  spectacu- 
larly— if  they  could  be  placed  smack  in 
front  of  potential  buyers,  without  the 
trucks  or  the  shelves. 

People  have  been  tiying  to  elimi- 
nate this  physical  side  of  the  software 
industry  for  years.  The  disciples  of 


"shareware"  haxe  built  up  a  cottage 
industn'  gi\ing  programs  away  o\er 
electronic  bulletin  boards.  If  you  like 
what  you  get  for  free,  you're  invited 
to  contribute  $10  or  so  for  a  manual 
anci  upgrades.  Shareware  is  a  wonder- 
ful little  economy,  but  the  honor 
system  works  only  for  things  that  are 
cheap,  and  it's  hard  to  get  really  rich 
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on  things  that  arc  cheap. 

Enter  Peter  Sprague,  chairman  of 
National  Semiconductor,  where  he 
makes  not  too  much  money  the  old- 
fashioned  way,  and  founder  of  a  little 
company  called  Wave  Systems  Corp., 
where  he  hopes  to  help  software  cre- 
ators make  a  ton  of  money  the  nev\' 
way.  Wave  Systems  has  developed  an 
information  meter.  And  its  product, 
or  one  like  it,  is  going  to  redefine  the 
software  industiy. 

Sprague \s  first  basic  insight  is  that 
we  already  have  in  hand  ways  to  dis- 
tribute software  very,  \ciy  cheaply. 
Compact  disks,  for  example — the 
enormously  capacious  optical  platters 
that  are  fast  becoming  standard  fea- 
tures on  rc;s.  These 
disks  are  cheap  to 
reproduce,  and  a 
handful  of  them  can 
store  eveiy  flopp)' 
(and  the  manuals, 
too )  that  you  see  on 
the  sheh'es  of  vour 
local  Egghead  Dis- 
count Software 
store.  Internet,  ca- 
ble television  or  the 
aii^waNcs  can  also 
distribute  almost  limidess  amounts  of 
software.  Delivering  software  from 
the  next  Ridgely  Evers  (developer  of 
Quickbooks  for  Intuit)  to  where  peo- 
ple want  to  use  it  ( on  their  computers ) 
is  as  easy  now  as  deli\'ering  The  TJjrcc 
Stooges  acvoss  cable  TV. 

So,  reasoned  Sprague,  why 
shouldn't  software  developers  distrib- 
ute their  programs  by  putting  them 
out  on  display  where  the  software  is 
most  likely  to  be  bought:  on  the 
personal  computer  itself.  Throw  it 
onto  a  compact  disk  anthology  that 
will  go  into  the  box  with  the  comput- 
er, or  offer  it  continuously  over  net- 
works or  the  ainvaves. 

Sprague's  second  insight  was  that 
no  de\'eloper  will  use  the  information 
superhighway  that  alread)'  exists  until 
there  are  toll  gates  that  allow  him  or 
her  to  collect  something  for  the  prod- 
uct. Sprague  has  the  toll  gate:  an 
electronic  meter  that  can  track  who's 
using  what  program,  and  can  bill  the 
user  for  it. 

It's  a  chip  that  can  be  built  for  less 
than  $30  and  installed  in  any  comput- 
er. For  now,  Sprague  may  license  it  to 
computer  manufacturers,  but  in  time. 


It's  like  one  of  those 
1950s  ads  for  making 
money  at  home 
that  you  used  to  see 
in  "Popular  Mechanics": 
Zero  investment. 
Infinite  profit. 
Instantly.  Just  add 
genius. 


I'd  guess,  he'll  get  all  his  revenue  frc 
software  and  database  \'endors.  Tl- 
stand  to  benefit  the  most. 

The  Wave  chip's  first  fLinction  is| 
unwrap  software.  Example:  Won 
Perfect  is  broadcast  across  a  wirel< 
network  in  encrypted  form.  The  Wa 
chip  decodes. 

The  other  thing  Sprague's  chip  dd 
is  establish  credit,  in  much  the  saii 
way  as  a  Pitne\'  Bowes  postage  n] 
chine  or  a  French  pay  phone  ca| 
Through  your  computer  modem  r 
chip  can  call  up  your  credit  card  coi 
pan\',  and  make  sure  that  the  riu 
people  get  paid  whenever  you  deci 
to  buy.  That  will  typically  mean  a  1" 
cut  for  the  software  vendor,  perhap 
smaller  cut  for  t 
company  that  ma 
ufactured  the  con 
puter,  and  a  si 
smaller  cut  for  Wa\ 
Pricing  schem 
of  every  imaginal 
kind  can  be  su 
ported.  As  I  d 
cussed  in  a  recei 
column  (FORBE 
Sept.  27),  sellii 
software  efticieni 
requires  flexible,  creative  price  stru 
tures.  Sometimes  you  want  to  offei) 
dozen  free  test  drives  as  a  come-o 
Sometimes — with  a  brand-name  pn 
gram  like  WordPerfect,  maybe — ycj 
then  want  to  charge  a  single,  one-tini 
all-you-can-eat  price.  Sometimes — 
with  electronic  databases,  perhaps- 
you  want  to  run  a  by-die-drink  tab, 
that  people  get  charged  only  for  ar 
cles  retrie\'ed  and  read,  as  a  jukeb< 
charges  for  records  played.  The  ca 
register  on  a  chip  can  handle  it  all. 

Cash  registers  and  computers  hai 
always  been  kindred  industri( 
Thomas  J.  Watson  Sr.  trained  as 
salesman  at  National  Cash  Regist 
before  turning  IBM  into  the  greate) 
selling  organization  around.  Recen 
ly,  AT&T  paid  a  lot  of  money  for  XCR 
order  to  expand  its  computer  biu 
ncss.  Now  the  PC  is  turning  into  a  ca; 
register  once  again,  znd  it  promises  i 
boost  man\'  a  software  creator  up  tl 
wealth  ladcier.  I 

Peter  Fluber,  a  senior  fellow  of  tl 
Manhattan  Institute,  is  the  author 
Galileo's  Rcvenjje:  Junk  Science  in  i 
Courtroom  (Basic  Books). 
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When  some  clown  says  he  needs 
\he  report  first  thing  Monday  morning 


••• 


Ihow  him  some  real  magic! 

s  1-riday  afternoon.  SURPRISE!  The  report  is  due  first 
nut;  Monday  morning.  Sharp,  crisp  and  professional. 
>on  't  clown  around.  Dazzle  'em  with  a  little  magic  of  your 
vvn    And  wow  the  crowd,  first  thing  Moncfay  morning, 

ilhout  ever  breaking  a  sweat. 

he  secret  is  the  Brother  HL-6  laser  printer  or  the  Brother 
!  I  400  ink  jet  printer.  You  get  professional  printing 
hi  rever,  and  whenever  you  want.  Magically  simple  to  use. 
v'lth  powerful  productivity  and  text/graphics  features. 

h^'  bIL-6  has  60  fonts,  a  high  speed  bi-directional  parallel 
ort,  and  patented  auto-emulation  and  interface  switching, 
he  HJ-400  prints  at  360  DPI,  has  up  to  42  fonts,  100-page 
jtomatic  feeder,  patented  auto-interface  switching  and 
istant  Apple"  Mac  and  IBM"  compatibility.  Practically 

L-6  laser  printer  ^ 

()-page-per-minute  speed 
at  300  DPI,  PC  compatible 
Special  Windows  '  driver 
I  Ip  to  60  fonts,  including 

TrueType  -compatible  fonts 
Automatic,  hassle  free  operatioi 

i  wo -year  warranty 


everything  is  automatic  to  make  them  easy  to  use.  Both 
print  a  variety  of  standard  business  papers  and  envelopes, 
and  are  backed  by  a  two-year  warranty.  Both  have 
everything  you  need  for  a  "knock-em-dead"  performance 
every  time.  (And  all  at  a  matinee  price!] 

With  these  powerful  printers  no  one  will  ever  know -or 
care -if  you  printed  your  work  at  that  circus  you  call  your 
office,  or  at  home. 

Face  it:  in  a  world  of  clowns,  you  need  powerful  business 
magic  like  the  HL-6  laser  or  the  HJ-400  ink  jet  to  help  you 
manage  your  work  and  your  time. 

The  amount  of  work  won't  go  away.  But  you  can  decide 
where  and  when  to  do  it  without  compromising  quality. 

And  isn't  that  real  magic? 

Call  1-800 -276 -PRINT,  ext.  642  for  the  nearest  dealer. 
(In  Cahfornia  call  1-714-859-9700,  ext.  642.) 


HJ-400  ink  jet  printer 

Laser-hke  output  at  360  DPI 
PC  and  Macintosh"'  instant  compatibih 
Windows  and  Quickdraw"*  drivers 
Up  to  42  fonts,  including  TrueType- 
compatible  fonts 

Standard,  automatic  cut-sheet  feeder 
Two-year  warranty 


Available  at  Si  ars  Brand  Central,  Silo,  Leiliniere,  Nobody  Heats  The  Wiz,  and  other  fine  dealers. 


We're  at  your  side 


EdllEO  BY  WILLIAM  G.  FLANAGAN 


What  happens  to  the  fixtures  and  fittings  of  those  old 
houses  and  buildings  that  come  under  the  wrecker's 
ball?  There's  a  thriving  industry  in  recycling  them  to 
collectors  who  want  some  history  in  their  homes.- 

A  galleiy 
of  gargoyles 


By  Christie  Brown 

"I'D  BEEN  EOOKING  for  something  to 
put  over  the  fireplace  and  I  knew  this 
would  be  perfect,'"  says  Jack  Vander 
Vliet,  pointing  to  a  4-foot-square 
copper  plaque  depicting  a  grimacing 


lion,  ('oloreel  in  oxidized  shades  of 
dark  green,  the  gargoyle  glowers  over 
Vander  Vliet's  living  room  couch  in 
his  loft  apartment  in  New  York's 
Greenwich  Village. 


Vander  Vliet,  who  is  the  chief 
vestment  officer  for  Dean  Wittc 
mutual  funds  division,  loves  tfecor 
ing  with  old  architectural  fittings,  d 
a  wall  opening  between  the  bedrocj 
and  a  hallway,  there's  an  elabori 
wrought-iron  window  grate  that  \^ 
once  part  of  an  elegant  Fifth  Aven| 
mansion  built  in  1890.  Vander  VI 
got  it  for  $700,  probably  about  wl| 
the  original  owner  paid  after  adjusti] 
for  inflation. 

It  cost  Vander  Vliet  a  lot  less 
partition  his  bedroom  from  the  livi 
room  area.  The  1 1  old  cast-iron  b 
usters  that  support  a  low  wood 
railing  were  just  $10  each. 

But  Vander  Vliet's  foyer  is  1 
showcase — a  gallery  of  gargoyl 
There  is  a  lion's  head  centered  oi 
molded  sheet  of  copper,  4  feet  b\ 
feet,  which  came  from  a  turn-of-tl" 
century  New  York  office  buildiil 
Another  lion's  head,  carx'ed  out  of  a 
foot-square  block  of  stone,  was  one 
about  50  lions  that  had  topped  c 
Loews  movie  theater  in  Tini 
Scjuare,  until  the  movie  house  \\l 
demolished  in  the  late  19X()s. 

In  all,  Vander  Vliet  has  about  tv 
dozen  stone  and  metal  figures  sc;j 
tered  abotit  the  loft,  including  on 
that  once  seiA'cd  as  drainspouts 
furnace  covers.  One  of  his  favorites  ij 
4-foot-tall  mask  of  "Miss  Libert\| 
made  of  zinc,  that  was  originally  t! 
emblem  on  a  Brooklyn  warehoui 
Vander  Vliet  bought  it  at  Urban  / 
chaeologv  (see  box,  p.  320)  in  Nt 
York  Cit>'  in  1988  for  $5,000,  t 
most  he  has  spent  on  any  architc 
rural  item. 


Jack  Vander  Vliet  and  Ins  gjisiuyit  s 
Scrubbed  up,  they'd  lose  their  charm. 
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"Miss  Libert)'''''  shows 
le  wear  and  tear  of  dc- 
ides,  as  do  most  of  Van- 
;r  Vliet''s  collectibles.  The 
)pper  is  oxidized,  the 
lint  is  peeling,  the  stone 
IS  stains.  But  Vander  Vliet 
•izes  all  this  as  part  of  the 
eces''  character.  'Tf  you 
rubbed  them  dcnvn, 
iey''d  lose  95%  of  their  val- 
i  and  their  charm,''''  he 
.ys. 

Most  Saturdays  Vancler 
liet  can  be  found  dressed 
his  grubbiest  jeans 
rounging  through  sal 
igc  shops  and  tlea  markets 
1  over  the  East  Coast.  Af 
ir  a  day  scrambling  over 
ist-off  bathtubs  and  dis 
antled  door  pediments  to 
id  the  stuff  he  wants, 
ander  Vliet  himself  is  so 
\  cred  in  dirt  that  he  could 
iss  for  a  gargoyle.  ''You 
3  tend  to  get  a  little 
neared  up,''''  says  Vander 
liet.  "It's  the  hunt  that's 
n." 

Genteel  haggling  also 
n't  part  of  the  deal,  as 
ander  Vliet  found  out 
ihen  he  came  across  an  ^^HH 
on  gate  he  liked  at  a  flea 
larket  in  Brimfleld,  Mass.  one  year. 
The  gate  was  priced  at  $300  and  I 
iked  the  dealer,  'Can  yovi  do  any 
btter  on  the  price?''  ''''  recalls  Vander 
fliet.  "The  gu\'  said,  'Sure,  how 
nout  $400.-'  '"' 

Urban  Archaeology  in  New  York  is 
le  of  Vander  Vliet's  favorite  haunts, 
tuated  in  a  Soho  warehouse,  it  has 
/e  floors  of  artifacts  shoxed  wherexer 
ley  can  fit.  Old  pedestal  sinks  abut 
landeliers,  sections  of  paneling  and 
antelpieces.  There's  even  an  entire 
•and  staircase  (price:  $350,000) 
om  the  old  Bon  Marche  building  on 
iris'  rive  gauche.  When  the  classic 
°aux-Arts  structure,  designed  bv 
lexandre-Gustaxe  Eiffel,  was  reno- 
ted  in  1984,  Urban  Archaeology 
lid  $1  million  for  the  architectural 
tings — 120  tons  in  all. 

How  do  they  all  get  this  stuff? 
Typically  a  contractor  calls  us  before 
e  bids  on  a  demolition  job  and  asks 
>  what  we  will  pay  for  the  sahage 
ghts,"  says  Gil  Shapiro,  owner  of 


Ann  Hann  in  front  of  an  old  pier  mirror 
To  fit,  the  ceiling  had  to  be  raised  4  inches. 


Urban  Archaeology. 

"While  Vander  Vliet  was  content  to 
use  old  items  merely  to  decorate  his 
New  York  City  apartment,  Chicago 
surgeon  Dr.  Sang  Hann  decided  to 
have  his  entire  house  custom  built  to 
accommodate  old  architectural  fit- 
tings he  liked. 

The  brick  facade  of  his  Lake  Forest 
house  is  all  new.  But  the  massive 
double-front  doors  of  car\'ed  mahog- 
any came  from  an  1880s  Chicago 
townhouse.  And  hanging  from  the 
24-foot-high  ceiling  is  a  gold-plated 
French  chandelier  dripping  with  fac- 
eted ciystals,  fist-size  amethysts  and 
topazes.  Flanked  by  a  pair  of  match- 
ing wall  sconces,  the  light  fixtures  are 
turn-of-the-centur)'  dazzlers.  Until 
recently  they  had  hung  in  an  old 
mansion  nearby.  When  it  was  demol 
ished,  Hann  bought  the  chandelier, 
sconces  and  a  dozen  other  period 
light  fixtures  for  a  total  of  $3,000 
from  the  local  salvage  firm. 

"It's  a  4-year-old  house,  but  you 


walk  in  and  it  feels  like  it's 
100  years  old,"  says  Hann. 

Juxtaposing  two  centu- 
ries provides  amusing 
touches.  Hann's  state-of- 
the  art  stereo  system,  for 
example,  lies  tucked  beside 
a  10  foot -tall  carved  stair- 
case post.  And  behind  a  pair 
of  lovely  old  French  doors 
is  a  thoroughly  modern 
bathroom. 

Recycling  old  fittings 
and  decorations  has  be- 
come a  veiy  popular  exer- 
cise, especially  in  the  older 
cities  where  there  is  a  lot  of 
inventory.  In  tact,  many  sal- 
vage companies,  which 
used  to  concentrate  on  re- 
selling old  structural  beams 
and  roofing  materials,  are 
now  making  a  lot  of  their 
money  from  selling  old 
fittings. 

But  most  dealers'  facili- 
ties are  a  far  ciy  from  tony 
antique  shops.  They  are  of- 
ten bland  warehouses,  situ- 
ated in  seedy  neighbor- 
hoods. Wear  old  clothes. 
Asthmatics,  be  prepared  for 
the  dust  of  ages. 

One  of  Hann's  best 
sources  for  architectural 
items  is  Salvage  One,  a  Chicago  firm 
that  strips  about  1 50  buildings  a  year. 
Situatetl  in  an  old  warehouse  south- 
west of  the  Loop,  it  has  fix  e  floors 
crammed  with  ever\'thing  from  stair- 
case spindles  at  $2  each  to  the  com- 
plete art  nouveau  paneling  for  a  400- 
sc]uare- foot  room.  Price:  $65,000. 

Prior  to  building  his  dream  home, 
Hann  spent  six  months  amassing  doz- 
ens of  old  doors,  caned  fireplace 
mantels,  Corinthian  columns  and 
other  architectural  gems  in  French 
and  Georgian  styles.  Few  of  his  arti- 
facts cost  more  than  $1,000  each. 
Then  he  ga\'e  his  contractor  the  chal- 
lenge of  incorporating  them  all  into 
the  plans  for  the  7,000-square-foot 
house.  Some  compromises  were  inex  - 
itable,  but  the  client  willing  to  spend 
the  mone\'  usually  gets  what  he  or  she 
wants.  For  example,  Hann  fell  in  love 
with  a  huge  old  pier  mirror,  7  feet 
wide  by  10  feet  tall,  and  wanted  it  in 
the  master  bedroom.  The  contractor 
had  to  raise  the  vaulted  ceiling  4 
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inches — a  lot  of  expensive 
work  for  a  mirror  tliat  cost 
$3,000. 

James  and  Mar  Gee  Farr 
also  love  to  rummage  in 
dusty  Chicago  salvage 
shops.  The  Farrs  own  an 
1889  Victorian  home, 
which  has  been  in  James' 
family  for  two  generations. 
But  while  the  house  had 
five  bedrooms,  it  had  only 
one  bath.  The  Farrs  wanted 
to  convert  some  of  the 
space  into  two  period 
baths.  They  found  old  toi- 
lets, sinks  and  bathtubs  at 
Salvage  One,  flea  markets 
and  house  sales.  In  fact, 
James  got  a  little  carried 
away.  Fie  collected  about 
20  pedestal  sinks  at  one 
point,  simply  picking  many 
up  for  free  from  houses  that 
were  going  to  be  wrecked. 
Anything  the  Farrs  don't 
use  they  consign  for  sale  to 
Salvage  One,  which  keeps 
35%  of  the  sale  price  on 
whatever  they  sell. 

The  pride  of  one  of  the 
Farrs'  new  bathrooms  is  a 
big  old  porcelain  bathtub, 
which  cost  $1,200  plus  the  H^HI 
effort  of  lifting  the  1,500- 
pound  tub  up  to  the  second  floor 
using  a  crane  and  four  beefy  friends. 
James  Farr,  who's  a  technician  with 
Mercedes-Benz,  also  had  to  brace  the 


The  foyer  ot  the  Hanns'  Lake  Forest  home 
New  home,  old  doors,  chandeliers  and  columns. 


floor  with  triple  joists. 

Don't  confuse  artifact-rummaging 
with  bargain- hunting.  Adding  au- 
thentic touches  to  an  old  home  can 


easily  cost  more  in  rime  a 
money  than  buying  n< 
fixtures  and  fittings.  For  \ 
stance,  an  old  pine  dc 
might  cost  only  S35  fron 
salvage  company,  much  U 
than  the  price  for  a  mode 
one.  But  then  it  will  ha\  e 
be  stripped,  sanded  and  l 
painted.  The  si/e  miy 
need  to  be  adjusted  a 
specific  morti.se  locks  a 
knobs  will  have  to  be  fou 
that  fit  the  door.  Or  a  bea 
tiful  old  fanlight  mig 
seem  like  a  steal  at  $3( 
but  not  if  a  casing  has  to 
custom-made. 

"We  tell  customers  wi. 
hold  the  merchandise  ui 
they  talk  to  a  contractor 
says    Annie  Steinwedt 
manager  of  Salvage  One 
Can't  find  what  you  £ 
looking  for  at  a  salvagd 
There  are  plcnt)'  of  supp 
ers  of  replicas  of  old  fittin| 
Two  reputable  mail-ore 
firms    are:    the  Antiq 
Hardware  in  Kintnersvil 
Pa.  (telephone:  215-84 
2447)  and  the  Renovato 
Supply  in   Miller's  Fal 
Mass.'(800-659-2211). 
For  more  sources  of  a 
tiques  and  reproductions,  pick  up 
copy  of  the  Old-Honse  Journal  mae 
zine,     published  bimonthly 
Gloucester,  Mass. 


Where  to  poke  around 

Salvage  companies  can 
generally  be  found  under 
"antiques"  or  "salvage" 
in  the  local  Yellow  Pages.  '. 
Following  are  a  few  of  the  '. 
country's  better-known 
lodes  of  architectural  ] 
artifacts.  ( 


Berkeley  Architectural 

Salvage 
2741  10th  St. 
Berkeley,  Calif. 
510-849-2025 


Irreplaceable  Artifacts 
N.A. 

14  Second  Ave. 
New  York,  N.Y. 

212-  777-2900 

Joe  Ley  Antiques 
615  East  Market  St. 
Louisville,  Ky. 
502-583-4014 

Liz's  Antique  Hardware 
453  South  La  Brea  Blvd. 
Los  Angeles,  Calif. 

213-  939-4403 


Metropolitan  Artifacts 
4783  Peachtree  Rd. 
Atlanta,  Ga. 
404-986-0007 

Renovation  Source 
3512  N.  Southport  Ave. 
Chicago,  111. 
312-327-1250 

Salvage  One 

1524  South  Sangamon 

Chicago,  111. 

312-733-0098 

LJnited  House  Wrecking 
535  Hope  St. 
Stamford,  Conn. 
203-348-5371 


Urban  Archaeology 
285  Lafavette  St. 
New  York,  N.Y. 
212-431-6969 

Wooden  Nickel  | 
Architectural  Antiques 
1400-1414  Central  Pkw^ 
Cincinnati,  Ohio 
513-241-2985 

Wrecking  Bar  of  Atlanta 
292  Moreland  Ave. 
Atlanta,  Ga. 
404-525-0468 

Sex  eral  of  these  compa- 
nies offer  catalogs. 

^-C.B. 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Yean 


If  you  have  searched  for  finer  and  finer 
'•emium  cigars  through  the  years,  you  are 
t)t  alone. 

The  same  quest  has  been  known  to  take 
en  across  oceans  as  well  as  continents  and 
is  moved  certain  connoisseurs  to  purchase 
antations  all  their  own. 
It  has  also  consumed  the  passions  of  the  men 

Macanudo  for  more  than  a  century. 
In  an  age  of  machines,  the  men  of  Macanudo 
iive  gone  on  making  their  cigars  step  by  step  by 
ind,  always  with  the  finest  tobaccos,  always 

the  pursuit  of  perfection. 

I  Without  question,  their  crowning  achievements 
•e  Macanudo  Vintage  Cabinet  Selection  cigars. 
Vintage  years  are  as  rare  for  fine  cigars  as  they 
re  for  fine  wines,  for  only  the  richest  of  harvests 
in  yield  some  tobacco  leaves  whose  qualities 
iirpass  the  grades  that  we  demand  for  other 
I  acanudo  cigars. 

tOur  long,  fine  filler  leaves  are  grown  in  the 
aribbean.  Our  dark,  supple  binder  leaves  are 
•own  on  the  rich  San  Andres  tobacco  farms  of 
exico.  Our  distinctive,  costly  wrapper  leaves  are 
•own  in  the  fertile  Connecticut  Valley.  Yet  even  in 
!  vintage  year,  no  more  than  several  bales  of 
iaves  are  worthy  of  a  Macanudo  Vintage 
abinet  Selection. 


To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-551-0520. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo  Vintage 
Cabinet  Selection 


Sometimes 
Investments 
Produce  the 
Unexpected. 

The  investments  these  companies  made  in  the 
arts  benefited  their  business,  the  arts,  and 
won  them  an  unexpected  return  —  a  national 
Business  in  the  Arts  Award.  These  Awards,  pre- 
sented by  the  Business  Committee  for  the  Arts- 
and  FORBES  Magazine,  recognize  companies 
that  have  made  an  exceptional  investment  in  the 
arts.  If  you  would  like  to  know  more  about  their 
award-winning  investments  and  how  your  com- 
pany can  invest  a  little  and  get  a  lot,  call  or 
write  the  Business  Committee  for  the  Arts,  Inc., 
1775  Broadway,  Suite  510,  New  York,  NY, 
10019-1942,  :?i;2.j^64-O600,  fkx  212  956-5980. 


THE  BCA  FOUNDERS 
AWARD 

Hallmark  Cards,  Inc. 

Kansas  City,  Missouri 

THE  BCA  LEADERSHIP 
AWARD 

Henry  T.  Segerstrom 

Managing  Partner 

C.  J.  Segerstrom  &  Sons 

Costa  Mesa,  California 

COMMITMENT 
AWARD 

I.W.  Marks  Jewelers,  Inc. 

Houston,  Texas 

Chubb  LifeAmerica 

Concord,  New  Hampshire 

Chevron  Corporation 

San  Francisco,  California 

INNOVATION 
AWARD 

Jaeger  Development 
Company 

Cerritos,  California 

Carillon  Importers  Ltd. 

Teaneck,  New  Jersey 

Time  Warner  Inc. 

New  York,  New  York 


NEW  INITIATIVE 
AWARD 

Colony  House 
Enterprises,  Inc. 

Charleston,  South  Carolina 

PSI  Energy,  Inc. 

Indianapolis,  Indiana 

Panasonic  Company 

Secaucus,  New  Jersey 


MONEY  &  INVESTMENTS 


,ong  bonds  may  be  just  as  vulnerable  today  as  back  in 
987.  Time  to  play  it  safe  on  the  short  end  of  the  yield 
urve,  even  though  it  means  earning  only  about  3%. 

Why  bond  prices 
^an  collapse 


BY  BEN  WEBERMAN 


n  Weberman  is  a  columnist 
Forbes  magazine. 


[ON'T  BLAME  ME  if  yoLi  find  yoLirself 
tting  with  big  losses  a  couple  of  years 
Dm  now  on  long-term  bonds.  I've 
id  it  before  and  Til  say  it  again; 
jrecasts  that  we  are  entering  a  new 
|a  of  low  inflation  and  low  interest 
tes  are  dead  wrong. 
A  long  rally  like  the  present  one 
lis  people  into  a  false  feeling  of 
curity.  It  has  happened  before, 
link  back: 

As  1987  began,  things  looked  rosy, 
ocks  w  ere  strong,  and  Germany  cut 
discount  rate  to  3%  from  3V2%^ 
lile  Japan  and  the  U.S.  reaffirmed 
eir  mutual  commitment  to  stabilize 
e  dollar  yen  relationship. 
Before  the  year  was  over,  disaster 
luck.  Bonds  led  the  retreat.  The 
jeasuH'  9V8S  of  Nov.  15,  2015 
Inppeci  from  125  at  the  start  of  the 
XV  to  a  shade  under  102  on  Sept.  30, 
S7.  That  move  took  place  before 
J  record  setting  Oct.  19  stock  mar- 
t  collapse. 

I  do  not  know  whether  the  next 
iwn  movement  in  bonds  will  lead 
a  similar  collapse  in  stocks,  but  I 
1  conx'inced  that  the  long  bond 
trket  is  as  xulnerable  today  as  it 
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w  as  six  years  ago. 

You  don't  ha\e  to  agree  with  my 
bearish  \  iew  of  infiation  to  see  the 
dangers.  Much  of  the  demand  for 
long-term  bonds  is  technical.  It  is 
related  to  portfolio  mo\'es  by  pension 
funds  and  to  certain  kinds  of  specula- 
tive yield-cune  bets. 

Demand  for  long  Treasur\'s  is  to  a 
large  degree  independent  of  econom- 
ic fundamentals.  (Certainly,  the  low 
infiation  rate  and  the  sluggish  econo- 
my contribute  to  the  demand,  but 
these  factors  are  ox  ershadowed  by  the 
multibillions  poured  into  govern- 
ment paper  to  meet  portfolio  needs 
rather  than  in  response  to  economic 
projections.  The  rapid  repavment  of 
mortgage  securities  is  taking  pension 
managers  by  surprise;  to  help  restore  a 
long  duration  to  their  portfolios, 
many  are  reaching  way  out  on  Trea- 
sury maturities. 

Also,  the  sharply  sloped  vield 
curve  makes  it  ver\'  profitable  to 
finance  long-term  holdings  with 
short-term  borrowings.  That's  an- 
other factor  creating  demand  for 
long  bonds. 

The  Treasun'  has  contributed  to 
the  upward  pressures  with  its  debt 
management  policies.  Only  one  issue 
oxer  five  )'ears  in  maturitx'  will  be 
brought  to  market  in  the  next  four 
months.  Other  than  ten-year  notes  to 
be  auctioned  in  November,  nothing 
will  be  added  to  supph'  before  next 
Februarx'.  That,  alone,  would  gener- 
ate enormous  market  strains. 

It  also  encourages  market  specula- 
tors like  primary  dealers  and  hedge 
fund  operators  to  buy  long-term  is- 
sues xvhile  selling  short  maturities 
short.  They're  speculating  that  the 


yield  spread  between  the  2 -year  and 
30-year  issues,  currently  about  2.2 
percentage  points,  xvill  narroxv  dra- 
matically. Speculators  making  this 
yield-curve  wager  typically  go  short 
about  S7  of  2  -year  notes  for  ever)'  $  1 
they  buy  of  long  bonds. 

If  the  steep  yield  curve  flattens,  the 
speculators  xvill  win  this  bet.  But 
remember  that  there's  more  than 
one  xvay  to  narroxv  a  spread.  Instead 
of  a  fall  in  long-term  rates,  xx'hich 
would  be  good  for  long-term  bond 
oxx'uers,  xve  might  see  a  rise  in  short 
rates  coupled  xvith  a  smaller  rise  in 
long  rates.  Such  a  move  xxould  dam- 
age anyone  xvho  had  bought  30-year 
bonds  xvithout  shorting  the  short- 
term  issues. 

Individual  investors,  too,  hax'e 
stampeded  out  of  savings  and  other 
money  market  positions  into  interme- 
diate and  long-term  gox'ernment 
bond  fimds.  By  one  estimate,  there 
are  more  than  $2  trillion  of  assets  still 
suffering  negative  aftertax,  after-infla- 
tion returns  in  money  market  funds, 
small  time  deposits  and  saxings 
deposits. 

But  these  are  all  finite  moxements. 
They  come  to  an  end.  When  they  do, 
don't  be  surprised  if  there  is  a  hast)' 
xx'ithdrawal  of  money  from  Treasurys. 

What  could  trigger  it?  Hoxv  xvill  this 
all  begin?  By  an  altered  Federal  Re- 
serve credit  policy — or  expectations 
of  one.  I  expect  to  see  real  economic 
groxx  th  expanding  from  the  current 
2%-to-3%  range  to  a  significantly  im- 
proved but  less  than  dynamic  2%%- 
to-3V2%  range.  This  could  force  the 
Fed  to  raise  short-term  interest  rates. 
This  or  something  like  it  could  throw 
the  whole  yield  curx'e  upxx'ard  and 
hand  huge  losses  to  holders  of  long- 
term  bonds. 

The  speculators  playing  the  spread 
would  be  sitting  pretty.  The  folks  who 
just  bought  long  bonds  because  they 
yield  the  most  xvould  be  killed. 

So  don't  be  afraid  to  settle  for  3%  or 
so  for  a  xvhile  at  the  short  end  of  the 
yield  cui've — in  three-month  T  bills, 
that  is.  If  you  reach  out  ex  en  as  far  as 
three  years,  x'ou  are  going  to  add  only 
about  a  percentage  point  to  xour 
yield.  Yet  you  xvould  be  exposing 
X'ourself  to  a  capital  loss  of  almost 
three  points  if  yields  on  three-year 
paper  climbed  from  4%  to  5%. 

Start  playing  it  safe.  M 
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MONEY  &  IMWESTMENTS 


Believe  it  or  not,  it  is  mucli  harder  to  stay  rich  than  to 
get  rich.  Here  are  some  suggestions  for  preserving  your 
nest  egg  for  the  benefit  of  future  generations. 

Riches  to  i*ags 


BY  DAVID  DREMAN 


David  Dreman  is  r 

of  Dreman  Value  Management,  L,P., 
Investment  Counsel,  New  Jersey,  and  auttior 
of  The  New  Contrarian  Investment  Strategy. 


For  those  of  you  who  don't  have 
much  capital  but  dream  of  one  day 
getting  on  The  Forbes  Four  Hun- 
dred, I  have  bad  news:  The  odds 
against  you  are  about  650,000  to  1 . 
For  those  who  dream  of  establisiiing  a 
famih'  dynast}'  and  passing  great 
wealtli  on  to  yt)ur  descendants,  the 
odds  of  making  the  Forbes  list  and 
staying  on  it  for  four  generations  are 
closer  to  1  in  500  million. 

In  short  the  odds  against  a  family 
staying  rich  are  many  times  greater 
than  the  odds  of  getting  rich.  For 
those  who  dream  only  of  modest 
wealth,  the  odds  are  not  much  better 
for  passing  it  on  to  your  heirs.  It  is 
easier  to  make  money  than  it  is  to  keep 
money — and  not  just  because  of  es- 
tate taxes.  F>state  taxes  were  minimal 
into  this  centuiy  both  here  and 
abroad,  but  even  then  it  was  harder  to 
maintain  wealth  than  to  create  it. 
History  and  literature  abound  with 
tales  of  once-wealthy  families  reduced 
to  penury.  In  real  life  riches  to  rags  is 
as  common  as  rags  to  riches. 

So  I  will  devote  this  column  not  to 
making  money,  but  to  passing  it  on — 
a  difficult  art. 

A  major  obstacle,  of  course,  is  the 
50%-plus  inheritance  taxes.  You  can't 
dodge  these,  but  you  can  lessen  the 
toll  they  take  by  hiring  top-rate  legal 


and  tax-planning  experts.  A  good  be- 
ginning step  is  to  purchase  joint  survi- 
vorship insurance  for  you  and  vour 
spouse  and  place  it  in  an  irrexocable 
trust  for  your  heirs.  By  setting  up  this 
type  of  trust  and  then  assigning  the 
insurance  to  it,  it's  tax  free  to  the  trust 
upon  the  death  of  the  last  spouse, 
allowing  the  beneficiaries  to  pa\'  off  a 
big  chunk  or  all  of  the  tax. 

Another  important  step  is  to  pass 
on  as  much  of  \'our  wealth  as  vou  can 
before  the  undertaker  calls.  You  and 
your  spouse  are  allowed  to  make  a 
one-time  gift  of  $600,000  each  or  a 
total  of  $1.2  million  tax  free  to  your 
beneficiaries.  At  present  your  estate 
gets  this  exemption  if  you  don't  use  it 
in  your  lifetime,  but  with  Congress  on 
the  prowl  and  with  the  "rich"  such 
attractive  targets,  the  wise  person  uses 
this  exemption  early. 

You  and  your  spouse  can  give  each 
heir  $20,000  a  year  tax  free.  This  can 
add  up,  fast.  If  you  have  two  children 
and  give  them  the  one-time  gift  of 
$1 .2  million  and  also  give  each  the  full 
$20,000  a  year  for  20  years,  and  the\' 
invest  that  money  to  earn,  say,  9%, 
they  will  ha\'e  almost  $10  million  tax 
free  at  the  end. 

A  more  recent  method  of  passing 
on  capital  is  through  GRAls  (Grantor 
Retained  Annuit}'  Trusts).  These  are 
irrevocable  trusts  that  allow  you  to 
invest  in  what  vou  consider  to  be 
exceptional  opportunities  for  your 
heirs.  In  effect,  you  lend  them  the 
mone)'  and  thev  own  the  propertx'  or 
securities.  Your  heirs  must  repa\'  you 
principal  plus  interest  at  todav's  low 
rates,  but  if  the  investment  pans  our, 
your  heirs  get  all  the  gains. 

But  taxes — as  histoiy  shows — are 
not  the  only  hurdle  to  keeping  your 
family  affluent.  Foolish  investing 
probabh'  destroys  even  more  wealth. 

One  of  the  worst  forms  of  foolish- 
ness is  overconcentration  in  the  famih- 
business  that  originallv  made  the  for- 


tune. All  too  often  the  lieirs,  throri 
loyalty,  guilt  or  a  belief  that  it  v 
continue  to  grow,  lea\e  the  bulk 
their  inheritance  in  the  family  fir 
What  they  overlook  is  that  the  sai 
dynamics  of  change  that  buill  t 
original  wealth  are  likelv  to  disman 
it  over  time  as  new  technologies  a 
ser\'ices  supersede  the  old.  Hedgi 
your  bets  in  such  circumstances  is  i 
disloyalty;  it  is  common  sense — e\ 
where  selling  part  of  your  family  bi 
ness  costs  you  capital  gains  tax 
Better  paying  taxes  than  losing  ( 
money  as  so  many  heirs  ha\  e  done 

Believe  it  or  not,  excessive  caiin 
probably  destroys  as  much  wealth 
too  littie.  A  fortune  of  $1  milli 
placed  in  long  U.S.  Treasuiy  boi 
right  after  World  War  II — when 
million  was  big  monev — v\'ould 
worth  only  $315,000  after  taxes 
today's  purchasing  power. 

By  comparison,  investing  $10  n 
lion  in  conservative  stocks  (using  i 
s&P  500  as  a  proxy)  would  ha\  e  resi 
ed  in  the  capital's  growing 
$90,550,000— after  taxes  on  \li 
dends,  or  about  30  times  as  much. 

If  you  want  to  be  conservati 
don't  tiy  hiding  in  bonds  but  p 
stocks  that  are  not  o\'erpriced  and 
well  placed  through  good  manai 
ment  and  good  prospects  to  pros] 
for  a  long  time.  Here  are  a  few: 

H.F.  Ahmanson  &  Co.  (19)  trac 
at  a  P/E  of  8  on  1994  earnings  e: 
mates  and  yields  4.4%. 

BnnkAmcricn  (45)  should  h. 
earnings  growth  of  15%  next  year  w 
further  gains  ahead.  v,\c  trades  a) 
p/E  of  9'and  yields  3.1%. 

Federal  National  Mortjjajje  As.u 
ation  (79),  the  largest  producer 
residential  mortgage  fi.uids,  is  likeh 
show  earnings  growth  of  12%-p 
o\'er  the  next  few  years.  The  sti 
trades  at  a  P/E  of  12  and  yields  2.3 

Glaxo  Holdijijjs  Pic.  (18)  shoi 
show  rising  earnings  this  year  a 
next.  The  stock  trades  at  a  P/E  of 
on  1994  estimates  and  yields  3.9% 
•  Wackcnlmt  Corp.  "/I"  (13)  p 
vides  seciuut\'- guard  senices.  1 
stock  trades  at  a  P/E  of  12  on  r 
year's  estimates  and  yields  2.7%. 

Buying  stocks  like  this  won't  nec 
sarih'  make  you  rich.  But  if  stayi 
rich  is  important  to  you,  these 
the  sort  of  investments  you  w  ant 
concentrate  on. 
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rcMrDes  ano  council  of  the  aiviericas  rimw 


A  Landmark  (onference  on  Irade,  Investment  and  finance  Opportunities  in  Latin  America 


LATIN  AMERICAN  MARKET 

— ns — 


INVEUH[NI        IHDE  OPPOHUNIIin 

ecember  8-10, 1993 

The  Fontainebleau  Hilton 
IVIiami  Beach, 
Florida 


NAN(E 


Developed  in  Participation  with  U.S.  Department  of  Commerce,  U.S.  Chamber 
of  Commerce,  Association  of  American  Chambers  of  Commerce  in  Latin  America, 
International  Finance  Corporation,  Edison  Electric  Institute  and  The  Beacon  Council 


A  Explore  the  new  opportunities  Latin  America  offerM)y  participating  in  this  gathering  of  key  government  and 
business  leaders  from  the  U.S.,  Latin  America  and  throughout  the  world. 

A  This  three-day  event  will  help  you  learn  how  to  take  advantage  of  opportunities  that  exist  in  the  lucrative 
Latin  American  market.  The  conference  will  address  joint-venture  techniques,  financing  sources,  financial 
structuring  of  projects,  regulatory  and  legal  requirements  and  how  to  deal  with  business  and  political  risks. 


Attend  lis  (ontae  and  Heet  With: 

A  Executive  officers  and  senior  government  and 
political  figures  from  Latin  America  and  the  U.S. 

▲  Key  representatives  from  official  funding  sources 
A  Corporate  development  officers 

▲  Planning,  marketing,  business,  investment,  legal 
and  economic  leaders  who  are  instrumental  in  creating 
and  Implementing  opportunities  in  the  region 

Conference  QMirmen: 

▲  John  D.  Carter,  President,  Bechtel  Enterprises,  Inc. 

▲  Ambassador  George  W.  Landau,  President, 
Council  of  the  Americas 

▲  Sir  William  Ryrie,  Executive  Vice  President, 
International  Finance  Corporation 

Or?anizin;  Chairman: 

A  Robert  F.  Cushman,  Partner,  Pepper,  Hamilton  &  Scheetz 


Presented  In  (l»o(iationlllith: 

American  International  Group,  Inc.  •  AT&T 

•  Bancomer  S.A.»  Bechtel  Enterprises,  Inc.  • 
Chadbourne  &  Parke  •  Chase  Manhattan  Bank 

•  Coopers  &  Lybrand  •  C  S  First  Boston  •  Enron 
Development  Corporation*  Federal  Express 

•  General  Electric  Capital  Corporation  • 
Goodwin,  Procter  &  Hoar  •  King  &  Spalding 

•  KPMG  Peat  Marwick*  Pepper,  Hamilton  &  Scheetz 

•  Raytheon  Engineers  &  Constructors  International 

•  Waste  Management  International  pic 

Create  your  opportunity!  Call  203-852-0500 
today.  Or  fax  or  mail  the  coupon  below  for  a 
free  brochure. 


heiendlDelnfofmationOn: 

Mail: 

CMC 

200  Connecticut  Avenue 
Norwalk,  CT  06856-4990 

LA5 

^_ ,  participating  as  a  sponsoring  company/organization 
/L\__  attending  the  conference 

Name 

Title 

Gompanv 
Address 

Fax:  (203)  857-4075 
Phone:  (203) 852-0500 

Citv                          State  Zip 
Phone  Fax 
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Eaten  alive  by  taxes?  Try  a  time-proven  strategy 
used  by  many  of  The  Forbes  Four  Hundred. 
Buy  carefully,  sell  seldom  and  wait. 

The  bubonic 
plague  technique 


BY  KENNETH  L.  FISHEB 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


In  THE  1300s  plague  killed  25%  of 
Europe.  Many  of  those  spared  had 
been  fortunate  enough  to  have  ax  oid- 
ed  the  two  main  transmittal  mecha- 
nisms: human  interaction  and  the  rats 
that  bore  disease-ridden  lice. 

Clintonomics  is  a  spreading  eco- 
nomic plague,  but,  like  all  diseases, 
this  one  will  run  its  course.  I  suspect 
he  is  a  one-termer,  and  that  repudia 
tion  and  reversal  of  his  policies  will  be 
rapid.  We  always  rejigger  taxes  even' 
few  years  whether  we  neeti  to  or  not, 
and  the  outrageous  1993  tax  bill  sure- 
ly won't  endure  past  1997. 

As  per  the  plague,  self-made  for- 
tunes that  made  it  to  the  Forbes  Four 
Hundred  have  avoided  the  various  tax 
plagues  of  the  1960s  and  1970s  by 
simply  avoiding  taxable  interactions. 
Flow  so.^  By  making  inxestments  for 
the  veiy  long  haul  and  staying  with 
them:  no  sale,  no  tax  on  the  gains. 
That's  hov\'  smart  folk  like  Sam  Wal- 
ton, Warren  Buffett,  Da\  id  Murdock 
kept  compounding  their  wealth. 

No  matter  how  tax  rates  are  raised, 
it  won't  hurt  you  if  you  don't  sell  the 
asset.  Or  if  you  must  sell  in  part  to 
repay  debt  or  for  other  reasons,  tiy 


waiting  for  one  of  the  inevitable  low- 
er-tax periods.  A  Jack  Kennedy  comes 
along.  They  wait.  Carter — the}'  wait. 
Clinton's  is  just  the  latest  of  many 
major  social  assaults  on  property' 
rights,  competition  and  incenti\c. 
Wait  the  rascals  out. 

Admittedlv  this  takes  discipline. 
You  w  ill  have  to  forget  timing  this 
bull  market  or  the  next  bear  phase. 
Tiy  to  buv  assets  cheaply  enough  and 
good  enough  that  you  can  hold  them 
through  ups  and  downs  for  a  \'en' 
long  time.  With  interest  rates  on 
TreasuiTS  ranging  from  3%  to  6%,  a 
12%  annual  return  through  1998 
would  be  respectable.  That's  not  un- 
achie\'able.  Just  find  a  firm  that  grows 
6%  annually  and  is  now  25%  under- 
priced.  Such  stocks  don't  grow  on 
trees,  but  they  are  not  entirely  scarce. 

Consider  Matsushita  (adrs,  135), 
the  world's  largest  consumer  elec- 
tronics firm.  You  get  a  well- managed 
global  giant  with  great  brand  names  at 
65%  of  its  peak  prices  of  five  years 
ago — when  it  was  much  smaller.  It 
sells  at  book  value  and  less  than  half  its 
annual  revenue.  Truly  a  great  firm. 
Leveraged?  Not  really.  Its  deprecia- 
tion is  enough  to  repa\'  all  its  long- 
term  debt  in  2.5  years.  Historically, 
Matsushita  grows  about  10%  per  year. 
As  this  global  recession  imwinds  over- 
seas, expect  the  stock  to  slow  1\'  re\  erse 
its  course  of  the  last  five  years. 

In  1991  De  Beers  Consolidated  ADKs 
( 17,  o-t-c)  sold  at  32.  Now  at  a  P/E  of 
8  and  75%  of  book  value,  and  with 
almost  no  debt,  this  leading  diamond 
miner  is  mainh'  held  down  by  the 
South  African  political  fears.  The 
business  is  doing  well,  gaining  market 
share  in  a  weak  diamond  market.  But 
diamonds  arc  forever,  and  South  Afri- 


ca has  a  better  future  than  its  past, 
does  this  stock.  UnfortunateK',  v< 
w  ill  pay  income  taxes  on  the  5%  di' 
dend  yield  that  comes  with  it. 

While  you  may  not  know  Scahoa 
Corp.  (190),  it  is  a  well-managed  b 
lion-dollar  (sales)  firm  that  simply, 
too  cheap:  at  9  times  earnings,  25% 
annual  revenues  and  94%  of  bo« 
value.  The  balance  sheet  is  strong,  a*' 
its  product  line  in  a  variet)'  of  prote 
sources  like  poultiy,  shrimp,  pork  a:  |i 
lamb,  as  well  as  in  grains  anci  bakin 
And  it  grows  steadily,  without  fa 
fare — but  enough  to  create  a  ni 
return  on  these  too-cheap  valuatior 

Another  similarly  cheap  and  we 
run  poultiy  producer  is  Hudson  Foo 
(11).  Basically,  w  hat  1  said  about  Se 
board  is  a  ditto  here.  Instead 
shrimp,  pork  and  lamb,  Hudson  do 
eggs  and  luncheon  meat.  It  sells 
book  value,  a  P/E  of  12  and  20%  - 
annual  revenues.  It  should  be  wori 
15  with  no  future  growth.  But  groN 
it  will.  Five  years  should  see  20. 

Selling  below  1983  prices  whi 
hax  ing  grown  to  be  five  times  large 
United  Stationers  (13)  is  America 
largest  office-supply  wholesaler.  I 
P/E  doesn't  seem  so  cheap  at  14.  Bi 
that  is  because  profit  margins  ha^ 
onl\'  started  to  bounce  back  from  tl 
recession,  as  business  buyers  rema; 
war\'.  In  a  few  \'ears  it  will  mat 
margins  almost  double  today's,  an 
that  will  drop  the  P/E  or  boost  tl 
shares.  En  route  it  will  keep  growir 
and  now  sells  at  book  value  and  on 
18%)  of  sales.  Hold  your  nose  and  p; 
taxes  on  the  3%  dividend  \'ieki. 

And  here  are  some  wrong  wa\  s  t 
react  to  the  current  tax  plague:  Don 
just  dump  good  stocks  because  vo 
don't  like  Clintonomics.  You  will  ju 
pay  a  lot  of  taxes  and  miss  out  on  a  bu 
market  that  mav  be  strong  enough  t 
overcome  the  results  of  goof\'  ec< 
nomic  policies  from  Washington. 

Don't  tiT  to  a\  oid  tax  on  dividene 
bv  owning  high-multiple  growt 
stocks.  If  a  stock  is  cheap  enough,  yq 
want  to  own  it,  e\'en  if  it  does  pay 
large  taxable  dividend.  Conversely, 
a  growth  stock  is  price\'  now  an 
misses  an  earnings  estimate  in  199: 
vou  will  face  a  capital  loss. 

So,  pick  'em  carefully,  hold  ther 
long  and  you  needn't  worPt'  aboi 
falling  \'ictim  to  the  latest  wa\e  c 
redistributionist  politics. 
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MONEY  &IKWESTMENTS 


on't  go  for  fads,  fancies  and  esoteric 
:uff  in  the  market  right  now. 
here's  plenty  of  value  around  in  the 
ood,  solid,  familiar  stocks. 

[t's  stock,  stupid 


lYLASZLO  BIRINYI  JR. 


,zlo  Birinyi  Jr.  is  president  of 
inv!  Associates,  New  York,  a 
uncial  consulting  firm. 


LOT  OF  INW-STORS  go  w  rong  bc- 
usc  they  make  in\'esting  too  compli- 
ted.  They  look  for  arcane  formukis 
"undisco\'ered''''  markets,  or  they 
ek  to  put  their  money  in  the  hands 
i  thc  media's  genius  of  the  month. 
Hell,  successful  investing  may 
)r  he  easy,  but  it  is  ver)'  simple 
j,hr  now.  An  investor  can  do  xeiy 
.'11  just  staying  with  the  stocks  of 
g,  tamiliar  companies  or  with  good 
utual  funds. 

Yes,  a  lot  of  people  will  tell  you  that 
lall  stocks  are  the  place  to  be.  I  am 
wll  aware  that  the  Nasdaq  market  is  up 
'er  8%  this  ^'ear,  but  so  is  the  Dji.  But  a 
'eat  deal  of  the  Nasdaq  gain  is  from 
•ge,  not  small  stocks.  Last  year,  for 
ample,  that  market  was  up  15%,  but 
'at  gain  came  largely  from  big  stocks, 
tel,  tor  example,  was — by  itself — 
sponsible  iov  over  13%  of  the  gain  in 
|e  entire  index.  Intel  is  no  more  a 
Sail  stock  than  is,  say.  Motorola, 
iiich  is  traded  on  the  NYSE.  They  ha\'e 
•proximateh'  the  same  market  value. 
And  they  will  say  that  owning  inter- 
itional  stocks  is  a  must.  But  is  it.' 
() — in  good  part  because  the  word  is 
It.  During  the  first  half  of  the  year, 
hen  many  analysts  were  attributing 
c  V.S.  rally  to  Greenspan,  interest 
ICS,  a  weak  economy,  I  asked  many 
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of  mv  clients  how  thev  accounted  for 
the  alltime  highs  in  Hong  Kong,  Sw  it- 
zerland,  Belgium.  Were  their  inves- 
tors also  cashing  in  low-yielding  CDs 
to  buy  stock?  Now  exeiyone  has 
caught  on,  and  international  recom- 
mendations abound. 

My  experience  suggests  that  w  hen  a 
market,  like  either  Sweden  or  Spain, 
has  gone  up  almost  40%  in  the  hrst 
half,  the  seconci  half  is  unlikely  to 
match.  So  I  would  hesitate  to  buy  a 
foreign-based  fund  or  foreign  based 
stocks  at  current  levels. 

And  I  vN'ould  stay  away  from  country' 
funds.  I  ciid  a  quick  analysis  recently 
and  was  surprised  to  see  how  dirterent 
their  results  are  from  the  home  market. 
The  U.K.  Fund,  as  one  very'  typical 
example,  was  down  1%  in  1992,  but 
the  U.K.  market  was  up  14%.  Wh)'  the 
difference.'  Largely  because  of  curren- 
cy. The  fiind  is  traded  in  dollars  but  the 
market,  obx  ioush',  is  in  pounds.  So  if 
you  want  to  buy  that  or  any  other 
foreign  flind,  \'Ou  hax  e  to  make  market 
and  currency  predictions. 

Gold?  There  is  almost  no  e\'idence 
of  a  linkage  between  the  yellow  metal 
and  inflation,  despite  the  prevailing 
and  journalistic  \'iew.  (Au-iously,  gold 
is  a  pretty  gooei  lead  indicator  for 
stocks.  In  the  great  rally  of  1982,  the 
strongest  group  in  the  first  run  was 
the  gold  shares. 

The  case  for  gold  rests  on  the 
chances  of  renewed  inflation.  With  a 
weak  and  limping  econom\',  I  see  little 
pressure  on  inflation,  which  suggests 
commodity  prices  and  tangibles  will 
go  nowhere. 

What's  left  to  inx  est  in?  Stocks  and 
bonds.  Given  today's  low  bond  yields, 
stocks  should  do  better. 

Which  stocks?  The  consumer 
stocks  are  starting  to  get  into  buy 
territoiy.  My  reasoning  is  basically 
that  a  weak  economy  is  likely  to  con- 


tinue, and  many  of  the  economically 
sensitixe  names  won't  continue  to  go 
up.  So  this  may  bring  us  back  to  the 
stocks  of  the  1980s,  which  hold  up 
well  in  slow  times. 

Foremost  among  these:  Coca-Cola 
(43).  LTntike  many  consumer  prod- 
ucts, there  are  few  easily  available 
substitutes  for  Coke.  This  company 
and  PepsiC'o  dominate  supermarket 
shelves  and  the  xending  machines, 
and  its  results  are  largely  predictable. 

Gillette  ( 59 )  has  many  of  the  same 
characteristics  as  well  as  a  manage- 
ment that  is  not  satisfied  with  the 
status  quo.  The  stock  hasn't  done 
much  this  summer,  but  if  m\'  assess- 
ment on  the  shift  in  inxesting  senti- 
ment is  correct,  it  will  benefit. 

Don't  scorn  drug/health  stocks.  1 
have  seen  a  lot  of  monc)'  going  into 
American  Home  Products  (61 )  in  the 
last  several  weeks  and  wonder  if  in\'es- 
tors  aren't  starting  to  discriminate 
among  the  drugs.  Unlike  Merck  or 
Abbott  Labs,  AHP  has  a  great  man\' 
consumer  products  that  perhaps — 
the  market  sa\'s — may  not  be  as  affect-  • 
ed  by  Washington's  plans  as  pacemak- 
ers or  prescribed  pills. 

Banks  and  financial  stocks  are  an- 
other area  I  would  stay  with.  Morjjan 
Stanley  (89)  is  approaching  a  double 
this  year,  as  is  Merrill  Lynch  ( 101 ).  But 
the  banks  and  companies  like  Ameri- 
can Express (36)  have  also  done  well.  If 
)'ou  bought  those  right,  stay  with 
them.  If  you  didn't,  buy  a  littie  and 
then  wait  for  corrections  to  add  more. 

This  Forbes  Four  Hundred  issue  is 
a  good  place  to  remind  readers  that 
investing  and  holding  beats  speculat- 
ing. Ven'  few  of  The  Four  Hundred 
got  there  by  trading  stocks — and  the 
in\estor  who  tops  the  list  this  year. 
Warren  Buffett,  is  a  man  who  de- 
scribes himself  as  $\o\y  to  bu\'  and 
much  slow  er  to  sell.  ■■ 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


IS  THE  MARKET 


Is  the  stock  market  now 
tieaded  for  sizable  gams, 
or  lor  another  "free  fall'"' 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pal.  I  urge  you  to  check  at 
once  the  current  status  of 
•lAnTui  -.iiiri/-  '^^y  "lafl^et  indicators 
MARTIN  ZWEIG  which  I've  spent  more 
than  30  years  developing 

These  are  the  indicators  that  enabled  The 
Zweig  Forecast  to  show  a  50.4%  gam  for  the 
"crash  year"  of  1987  with  a  9%  portfolio  gam  on 
Black  lylonday  itself  and  that  made  possible 
the  Forecast's  huge  685.9%  gains-with  not 
even  one  down  year-over  the  13  years  (through 
6/93)  since  Hulberl  began  monitoring  advisory 
services  (Past  results  are  no  guarantee  of 


future  performance ) 

Let  me  rush  you.  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book. 
"Winning  on  Wall  Street" 
($20  retail)  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course 


EXTRA  BONUS 


Three-Month  Trial  $55. 
One  Year  $265.  VIsa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO  Box  2900,  Wanlagtn,  NY  11793-0926 


VOICE  MAIL 


Receive  Value  Line 
for  only  $SSt  $55 

An  introductory  subscription  to  The  Value  Line  InTcstment  Survey 

brings  you  the  2600-page  Investors  Reference  Library — Value  Line  s  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for  $S6=$55  Available  only  once  every  three  years  d 
any  household    SPECIAL  BONUS:  "With  your  subscription  you  also  will 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  over 
3.500  terms  (retail  price  $8  95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  case 
histories  on  87  topics  of  special  interest,  contributed  by  32  industry 
professionals — plus  48  case-example  paragraphs  by  the  author  (Available 
while  supplies  last  )  Your  subscription  to  Value  Line  may  be  tax  deductible 
Consult  your  tax  advisor  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or: 

CaU  Toll-Free  1-800-833-0046 

(Ext  2903-Dept  616F18)  Anencan  Express,  MasterCard  or  Visa  24  hours  a  day, 
7  days  a  week  30  day  Money-Back  Guarantee  Alkiw  4  weeks  lor  delivery 
ny  residents  add  sales  tax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY.  NY  10017-4064 


Multi-Line  Voice  Mai!  Plus. . . 


PRESENTATION  EQUIPMENT 


EDUCATIONAL  SERVICE! 


dI^wp'I  LASER  POiniER 


Engraving  Available! 


DIVCO  Technologies,  Inc. 

An  Amerkon  Company  [^yS^j 

1  Year  Warranty 


BUSINESS  OPPORTUNITIES   ■   BUSINESS  OPPORTUNITIES 


ACCOUNTING  SOFTWARE 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Cdrporatlons.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

Calt/WrHe  tor  FREE  KFT: 
P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP  •  302-652-6532 


store  No  900 


Associate  Store 


A  Home  Furnishings  Retailer 
For  sale.  Unlimited  sales  potential. 
Ideal  for  direct  importer  or  investor 
Write  to:  President,  Amcorp 
PO.  Box  44 
Mobile,  AL  36601  0044 


BEST 

SOFTWARE  PRICES! 

10  Accounting/Distribution  Modules 
Full  Installation,  Training  &  Support 
Network  or  Single  User  Available 
AMEX,  VISA,  MASTERCARD 


1-800-455-8844 
ItAatrix  Computer  Systems,  Inc. 


$  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

Mo  Brokerage  Fees 
To  Buy  or  Sell 

1-800-999-SALE 

GREAT  WESTERN  BUSINESS  SERVICES  inc 


NATIONWIDE 


lp:tter  of  the  law 

Law  newslcllcr  edited  by 
experienced  attorney  for  consumers 
and  businesses.  Save  on  legal  fees. 
Send  check  or  M  ,0.  for  SHOOO  for 
8  issues/year  or  10.00  for  sample 
issue  to  FIX  Pl'BLICATION.S. 
P.O.  BOX  !(,}.  Ottawa.  !I,  eLVin  OTb-V 


University  Degrees 

Home  study  Associate.  Bachel' 
Masters,  and   Doctoral  degrt 
Paralegal,     Law,  Psycholc 
Business    Adnninistration,  He 
Care  Adnninlstration,  Internatic 
Business,    Hunnan  Resour(; 
Technology  Managennent. 
Call  mO)  477-2254 
Southern  California  University 
202  Fashion-F,  Tustin  CA  926. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORA 
For  INort.  Lite  am)  Acadt 
Eiparimte  •  No  Clastn 
Atlemlance  Requirwt 
1-800-423-3244 
FAX  (310)  471-64 
Of  imt  detailed  retuir 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepijiveda  BivO  Oepi  185  Los  *ngeit5  CA  90i 


EDUCATIONAL  SERVICE 


FREE  VIDEO 


EXTERNAL  DEGREE! 

BA/'BS  MS/MBA  PhD/JD 
I  Credit  tor  work  /lite  exp  •  Accredit 
(800)  355-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Slidell,  LA  70459-200C 


Forbes: 
Capitalist  Ibo 


FINANCIAL  SERVICES 


PRESENTATION  EQUIPMENT 


EXECUTIVE  GIFTS 


WATCHES 


mAT  HAPPENS 
^HEM  YOU  DIE? 


void  months  or  years  of  troublesome 
)robate  on  your  estate'  This  valuable 
/ideo  will  introduce  you  to  important 
iformation  regarding  estate  planning 
OOW  that  can  assure  your  estate  and 

privacy  at  your  death.  This  is  your 
lance  to  learn  something  that  only  3% 
of  all  Americans  know  about, .  in  the 

privacy  of  your  home, ..at  a  cost  of 
pproximately  25%  of  what  you  would 
pay  an  attorney  for  the  same 
information! 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


GARGOYLES 


Learn  how  to: 
'  Provide  for  your  loved  ones  years 
after  your  death! 
•  Avoid  thousands  of  dollars  of 
legal  fees  and  taxes! 
•  Keep  your  family  together 
after  you're  gone 
(no  family  squabbling)! 


This  is  a  factual  information  video... 

NOT  a  will  or  trust  kit.  This  video 
:an  help  you  make  proper,  informed 
cisions  about  your  estate  in  your  own 
best  interest.  No  salesman  will  call. 
'our  happiness  NOW  and  the  future 

o1  your  loved  ones  is  at  stake! 

Order  Mow!  Only  ^9.95 

VISA  &  MasterCard  aaepled 

I-800-IVIY  FUNDS 

(1-800-693-8637) 

Add  $  >  95  shipping  and  handling  Outside  U  S  add  S3  00 
Allow  !m  lo  three  iveeAs  delivery 


JOINT  VENTURE 


A  substyntial  publicly 

traded  company  on 
NASDAQ  interested  in 

"Joint  Venture- 
Medical  Field"  with  a 
,  small  company  with  a 
'  minimum  of  3  year  track 
.-cord  of  $200,000  profit  to 
develop  and  take  public. 

Write  to  P.O.  Box  D 
Private  and  Confidential 

Forbes  Magazine 
SO  Filth  Ave.,  NY,  NY  10011 


ISCELLANEOUS  FOR  SALE 


VESTMENT  GEMSTONES! 
ARANTEED  LIQUIDITY!!! 

luy  &  sell  Diamonds  and  all 
lious  Gemstones.  Free  wholesale 
log  since  1967!  Member:  Jewelers 
rd  of  Trade  &  Chamber  of 
ime'rce. 

HOUSE  OF  ONYX 
"1  Main  St.,  Greenville,  KY  4234."; 
800-844-3100  or  FAX  502-338-9605 


'  Information  on 
'bes/Market  Classified: 
II  Linda  Loren 
?-620-2440 
<  212-620-2472 


SmillTE 

LASER  PetNTER 


ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


^72 

SILVER 

»82 

WHITE 

'82 

BUCK 

«120 

24K  GOLD 


•  1  Year  Warranty  •  <  5mW  Power 

•  Range  up  to  100  yds 

•  2  AAA  Batlenes  Included 
DEALER  INOUmiES  WELCOME! 

■iS  Oak  Court,  Danville,  CA  94526 
Tel  510-820-1763  •  Fax  510-820-8738 


800-854-6686  DEPTJ 


EXECUTIVE  GIFTS 


INVEST  IN  HISTORY 

IVho  is  your  hero? 

Lincoln,  Churchill,  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1930 

9478  W  Olympic  Blvd.B  H  .CA  90212 


^£J^  Other  fine  replica  sculpture 
&  arctritectural  ornaments  for  your 
home,  office,  garden  -  even  your 
computer  monitor! 

FREE  Color  Catalogue 
1-800-525-1733,  ext.  F453 

DESIGN  TOSCANO 

IT  E.  (  :,miplxll  Sr..  Dept. 
.^rhntjnin  Hcinhts.  IL  60005 


CARVED  MAHOGANY 


•  16"  lo  77"  modeli  are  honrj 
crafted  f'om  solid  mohoguny  wi\h 
handpQinted  moriiingi  ond  deloili 

•  Ovef  160  models  m  stock 

•  Priced  from  $99  50 

•  Solisloction  guaronteed 

Call  1-800-950-9944 
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wouD'SiunNGMtms 

OfHNI 
UMSCUimiBS 

l<!«No*;«kSliMl 


THE  ULTIMATE  PREDATOR 

BY  TIM  JOSEPH 
BRONZE  LIMITED  EDITION 

$240.00  U-xXaWi)  ■S^ 

Plus  $8  Shipping  &  HanJlmg  /^t^ 

MC'visA 

PO  Box  9080  •  t>nver,  CO  802(W  ^ 

1-800-875-6888  ^.^^^WS^ 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


'I^^Worid's  Largest  Selection  of  Audio  Books 

'Bestsellers  ' 

on  Cassette  J" 

Full-length 

Readings  I 

'Call  for  Free  % 

Brochure  T 


(800)  626-3333 


EXECUTIVE  GIFTS 


FREE 
CATALOG 

of  business  hooks  for  sale 
by  the  U.S.  Governmettt! 

Wrilt  lo 

Free  BuMniss  (  aialDg 
rs  (lovcrnmcnl  Printing  ( )f(RC 
Office  iif  Marketing— Slop  SM 
Washingtiin  l)(  2(HI)I 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S.A -made 
We  II  custom-make  any  emblem  for  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford.     CT     06776,     U  S  A 
(800)  535-S2SS  •  Fax  (203)  354-2786 


PHILADELPHIA  •  BALA  CYNWVD 

CALL  FOR  FREE  CATALOG. 

WATCHES  FROM  »IOO.  TO  $100,000. 


EXECUTIVE  GIFTS 


Cmn\jkid  Sail  MmWi 


Flying  Clotii 


World-class  CraftsiJianshiii 
Other  Fine  Nautical  Works  Available 

SEACRAFT^" 

CLASSICS 

7850  E.  Ems  Rd.  Ste.  109,  Scattsdale,  AZ  85260 
FAX(S02)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


JOINT  VENTURE 


A  substantial  publicly  traded 

company  on  NASDAQ 
interested  in  "Joint  Venture  - 
Medical  Field"  with  .Senior 
Executives/Director  oF  major 
corporation,  minimum  3  year 
successful  track  record. 
To  develop  a  company 
of  their  own  and  eventually 
take  public. 
Write  to  P.O.  Box  C 
Private  and  Confidential 
Forbes  Magazine 
60  Fifth  Ave.,  NY,  NY  10011 


SHARING 


IS  CARING 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA: 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscox  ered  island. 
Laucala,  a  Forbes  Magazine  South  l^acific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pre.s.sures. 

Laucala  is  for 

people  who  want  the  Liltiniate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  man'cl  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  H  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO  , 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fligl 

Find  out  more  about  this 
paradise  in  the  Fijis  and  ouij 
Special  Island  Exclusive. 
Laucala,  owned  and  operate 
by  Forbes  Magazine.  For 
more  information  write  t 
Errol  Ryland,  Manager,  51 
Box  149,  Fort  Garland,  CC 
81133,  or  caU  1-800-FORBES 
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'he  more  things  change  . . ." 
0  years  ago  in  Forbes 

ROM  i  111  issri- oi  ()(  1  13,1923) 


the  people,  then  government  interfer- 
enee,  government  supenision,  gov- 
ernment regulation,  becomes  the 
lesser  of  two  evils." 


itional  City  Bank  President  Charles  E. 
itcheil  and  Mrs.  Mitchell  back  from 
irope.  His  downfall  came  later. 


The  utter  collapse  of  Germany's 
rrency,  as  reflected  by  the  trebling 

the  amotint  outstanding  in  the 
ace  of  one  week — bringing  the  total 
to  quadrillions — has  made  an  effort 

currency  reform  imperative  with- 
it  further  delay." 

The  coal  people  have  repeatedly  in 
past  demonstrated  their  inability 

conduct  their  industry  smoothly, 
leir  bungling  has  time  and  again 
Linged  the  countiy  into  disorder, 
to  industrial  dislocation  and  into 
al  famines  in  the  East.  No  thought- 
I  citizen  desires  more  'government 

business';  but  when  any  industiy  is 
mismanaged  that  it  becomes  a 
LMiace  to  the  peace  and  prosperity  of 


60  years  ago 


here  are  very  few  dead  ends  to  any- 
Ing  except  in  people's  minds." 
GM  research  head  C.F.  Kettering 


(From  i  i  ii.  issl'k  oi- Oct.  15,  1933) 
"The  greatest  single  sales  drive  the 
gas  industrv  has  ever  known  is  now 
going  on  in  the  Ghicagoarea.  Behind 
it  are  the  three  gas  companies  seiA'ing 
metropolitan  Chicago,  which  have  set 
up  a  long-range  goal  of  winning 
60, ()()()  homeowners  f)ver  to  gas 
heat.  .  .  .  Selling  and  advertising  ef- 
fort is  concentrated  behind  a  unit 
which  converts  ordinaiy  furnaces  into 
gas  burners,  delivered  and  installed 
for  $149.50.  The  customer  may  pay 
in  monthly  installments  of  three  dol- 
lars, rendered  on  his  regular  gas  bill 
for  nine  months  of  the  year;  during 
the  summer  he  pays  nothing." 

50  years  ago 

(From  nil-,  issrioi- Ocr.  15,  1943) 
"On  what  should  the  world's  future 
money  be  based?  For  ages  the  sound- 
est currencies  ha\'c  been  convertible 
into  gold.  Ciu'rency  unredeemable  in 
either  gold  or  silver  has  proved  infi- 
nitely less  satisfactory,  less  stable.  The 
U.S.  should  be  the  last  countr\'  in  the 
world  to  vote  for  the  abandoning  of 
gold,  seeing  it  possesses  fully  70%  of 
the  world's  know  n  stock." 

"The  plants  built  [in  Australia]  for 
war  production  will  not  be  scrapped 
when  peace  comes.  With  generous 
supplies  of  coal  and  iron  and  other 
metals  axailable,  Australia  is  ven-  fa 
\'orably  located  for  the  development 
of  the  automotive  industn'  and  has  a 
large  home  market  to  supply.  It  is 
more  than  probable  that  after  the  war 
[U.S.]  sales  of  motor  cars  and  tractors 
to  Australia  will  dwindle.  ..." 

25  years  ago 

(From THE  ISSUE  OF  Oc  r  15,  1968) 
"The  U.S.  auto  hidustry  has  made 
more  men  millionaires  than  anv  other 
business.  Recent  figures  from  the  S¥x: 
show  that  the  industiy  is  being  run  by 
three  dozen  millionaires.  Thirt)'-se\ - 
en  top  executives  at  tiM,  Ford  and 
Chrv'sler  each  own  more  than  $1  mil- 
lion in  auto  stocks.  This  figure  doesn't 
count  those  who  sold  their  stock  [or] 
don't  have  to  report  it." 


"Major  American  corporations  are 
taking  dead  aim  at  the  home  building 
industry.  They  include,  among  oth- 
ers: ITT,  Westinghouse  F^lectric,  Kai- 
ser Intiustries,  Boise  ('ascade,  Jones 
&  Lau^hlin  Steel,  Gulf  Oil." 


10  years  ago 


:  From  nil-  issn  oi-  Ocr.  17,  1983) 
"Why  has  Forbes  spent  so  much 
brainpower,  so  many  man  hours,  in- 
vested so  much  in  the  most  painstak- 
ing, difficult,  comprehensive  compi- 
lation of  [the  Big  Rich  I  ever  under- 
taken? That  tjuestion  is  often — 
sometimes  bitterly — asked  by  those 
who're  listed.  .  .  .  But  after  face-to- 
face  discussions — occasionally  con- 
frontations— with  some  of  the 
Named,  there's  almost  invariably  un- 
derstanding of  the  principal  raison 
d'etre  for  The  Forbes  Four  Hundred; 
What  more  dramatic  indicator/\  incii- 
cator  of  the  vitality  of  the  free  enter- 
prise system  can  there  be?" 


Father  Joseph  (Buddy)  Schley,  million- 
aire Episcopal  priest  in  Midland,  Tex. 


"What  better  shepherd  for  a  flock  in 
Midland  [Tex.]  than  a  priest  who  is  a 
millionaire?  Father  Joseph  (Buddy) 
Schle\',  44,  [is]  a  popular  figure  who 
grew  up  in  Dallas  and  was  graduated 
from  SMU's  law  school  there.  ...  'I 
had  a  loxely  home,  a  Rolls-Royce  and 
a  million  dollars,'  he  says.  But  Schley 
didn't  find  that  fulfilling,  so  he  en- 
rt)lled  in  an  FLpiscopal  seminaiy.  At  35 
he  was  ordained,  and  four  years  ago 
was  called  to  one  of  Midland's  two 
Episcopal  churches."  H 
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Mmiy  corporate  manapfe- 
mnits  and  a  lot  of  security 
analysts  have  reacted  with 
much  fumiuq  and  even 
more  fuiiihlnin  to  the  Texas 
Gulf  Sulphur  decision  and 
the  SFX ,'  V  actions  aqainst 
tradiuj]  on  ijiside 
i)i  formation. 

I  doll  V  know  why  everyone 
is  in  such  a  hot  sweat  over 
these  two  thinjjs.  The  one 
had  been  illeijal — and 
damned  well  properly  so — 
for  over  30  years.  .  .  . 

The  initial  reaction  of 
some  manajjements  that 
these  actions  meant  they 
could  no  lonjjer  talk  to  any 
publications  or  analysts  was 
— is — asinine.  Such  sour  sil- 
liness is  quite  the  reverse 
of  what  was  intended. 

-Malcolm  Forbes 


A  Text... 

Charge  them  that  are  rich 
in  this  world,  that  they 
be  not  highniinded,  nor 
trust  in  uncertain  riches, 
but  in  the  living  God, 
who  giveth  us  richly  all 
things  to  enjoy. 
-  I  TlMO  I  HV  6;  17 


Sent  in  by  Jeanne  Logan,  Mont- 
rose, Colo.  Wtiat's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  IS  presented  to  senders  of 
texts  used. 


Courage  is  resistance  to  tear, 
mastery  of  fear — not  absence 
of  fear.  Except  a  creature 
be  part  coward  it  is  not  a 
compliment  to  say  it  is  brave; 
it  is  merely  a  loose 
misapplication  of  the  word. 
-Mark  Twain 

Until  the  da\'  of  his 
death,  no  man  can  be  sure 
of  his  courage. 
-J KAN  Anouii  fi 

Courage  is  sometimes  frail 
as  hope  is  frail:  a  fragile 
shoot  between  two  stones 
that  grows  brave  toward  the 
sun  though  warmth  and 
brightness  fail,  striving 
and  faith  the  only  strength 
it  knows. 
-Frances  Rodman 

It  is  easy  to  be  brave  from 
a  safe  distance. 

-Aesop 


Courage  is  a  quality  so 
necessary  for  maintaining 
virtue  that  it  is  always 
respected,  even  when  it  is 
associated  with  vice. 
-Samuel  Johnson 

Without  courage,  wisdom 
bears  no  fruit. 

-BaLT.\SAR  Gr.'VCL'VN 

It  is  a  brave  act  of  x  alor 
to  despise  death;  but 
where  life  is  more  terrible 
than  death,  it  is  then  the 
truest  \'alor  to  dare 
to  live. 

-THo^L\s  Browne 


More  than  9.000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $69  50  ($27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price;  $27.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  paradox  of  courage  is 
that  a  man  must  be  a  little 
careless  of  his  life  even 
in  order  to  keep  it. 
-G.K.  Chesterixin 

C'ourage  is  a  \  irtue  only 
so  far  as  it  is  directed 
by  prudence. 

-Fr.\N(  ols  Fenllon 

Personal  courage  is  reallv 
a  very  subordinate  virtue — 
a  virtue,  indeed,  in  which 
we  are  surpassed  bv  the 
lower  animals;  or  else  you 
would  not  hear  people  say, 
"as  brave  as  a  lion.'" 

-ScHOrENELMU  R 

(x)uragc  is  like  love; 
it  must  have  hope  for 
nourishment. 

-Napoleon 

Love  of  fame,  fear  of 
disgrace,  schemes  for 
advancement,  desire  to 
make  life  comfortable  and 
pleasant,  and  the  urge 
to  humiliate  others  are 
often  at  the  root  of 
the  valor  that  men  hold 
in  such  high  esteem. 
-La  Ro(  heeol'cauld 

Courage  is  not  simply  one 
of  the  virtues,  but  the 
form  of  evetT  virtue  at  the 
testing  point. 
-C.S.  Lewls 

I  would  defme  true  courage 
to  be  a  perfect  sensibility 
of  the  measure  of  danger, 
and  a  mental  willingness  to 
eiidure  it. 

-WiLLLAM  TeCUMSEH  ShERMAN 

Life  only  demands  from 
)'ou  the  strength  you 
possess.  Only  one  feat 
is  possible — not  to  have 
run  away. 

-Dag  H.\mnl\rskiold 
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Still  waters 
run  deep 

rhey  caUed  him 
I  yes  man, 
mt  self-effacing 
Dom  Labrecque 
ihowed  steel 
vhen  he  took 
;hairge  at 
3hase  Manhattan 
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Escape  The  Daily  Grind. 


Revel  in  the  inviting  aroma  of  Cafe  Codiva  specialty  ground  coffees.  Serve  flavors  like  Toasted  Almond,  Vanilla  Hazelnut  or 
Cinnamon  Praline  with  our  ever-delectable  chocolates  and  guests  may  never  go  home.  Stop  in  or  call  1-800-643-1579. 


GODIVA 

Chocolatier 


Beyond  every  financial  perception 
is  a  market  reality. 


Expert  financial  advice  requires 
astute  analysis  by  professionals  who 
understand  the  constantly  shifting 
economic  currents  and  financial  markets. 
At  Houlihan  Lokey  Howard  &  Zukin,  we 
look  beyond  the  horizon  to  provide  you 
with  alternative  vantage  points.  Over  the 


past  quarter  century,  Houlihan  Lokey  has 
furnished  specialty  investment  banking 
services  to  more  than  4,000  clients,  horn 
Wall  Street  to  Main  Street.  With  more 


Houlihan  Lokey! 
Howard  &  Zukin 

A  Specialpi'  Investment  B.anking  Firm  i 


than  $100  hillitm  of  transaction 
experience  in  the  last  five  years, 
Houlihan  Lokey  recognizes  (he  hazards 
and  opportunities  in  today's  treacherous 
business  waters.  For  advisors  who 
venture  beyond  conventional  wisdom, 
call  (800)  788-5300. 


Los  ANGELES  ♦  New  York  ♦  Chicago  ♦  San  Francisco  •  Minneapolis  ♦  Washington  D.C.  ♦  Toronto 


This  is  a  line.  To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier.  The 


Wind  in  the  face.  Steering  with 
the  throttle.  Shift  levers  that  had  to 
be  persuaded  into 
first.  More  power 
than  brakes.  Heaters  that  only 
worked  when  the  sun  shined. 

Sports  Cars. 

For  decades  drivers  wrinkled 
their  suits  and  burned  their  shoes 
to  experience  the  irony  of  how  so 


many  shortcomings  added  up  to 
so  much  driving  pleasure. 

But  now  there's  a 
new  kind  of  sports  car 
dedicated  to  the  proposition  that  per- 
formance and  civilized  driving  do  not 
have  to  be  mutually  exclusive. 
The  revolutionary  new  Toyota  Supra. 
The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 


weight  ratio.  A  320-horse| 
3.0-liter,  24-valve  inline-C 
twin-sequential  turbochargers 
the  Supra  Turbo's  power  up 
mated  to  a  6-speed  transmi 
propels  the  Turbo  from  zero  t 
in  4.6  seconds.*  The  same  ii 
delivers  220  horsepower  in  th 
mally  aspirated  model. 

Handling  all  of  this  pow* 


Buckle  Up!  Do  it  for  those  who  love  you.  'Car  and  Driver,  March  1993.  ••Always  use  your  seatbelt.  Driver-  and  passenger-side  air  bags  are  a  supplemental  restraint  system. 


a  Supra.  It's  taken  everything  sports  cars  were  before 


and  crossed  the  line. 


style  double-wishbone  sus- 
.  And  when  the  need  arises 
i  stop  to  such  performance, 
5  ready  with  a  4-wheel,  4- 
1  Anti-lock  Brake  System 
ith  ventilated  brake  rotors. 
)ing  weight  down  is  the  result 
tensive  weight  management 
a  that  maximizes  the  use  of 
ley  metals,  polymer-based 


components  and  the  kind  of  ingenu- 
ity that  achieves  a  twenty  percent 
reduction  in  carpet  weight  by  hollow- 
ing out  the  individual  carpet  fibers. 

Safety  is  treated  as  an  integral  part 
of  the  Supra  performance  philosophy. 
Standard  dual  air  bags,**  3-point  seat- 
belts  and  steel  side-door  intrusion 
beams  help  make  Supra  as  reassuring 
to  drive  as  it  is  quick  and  agile. 


Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driv- 
ing. And  that's  why,  in  designing  the 
Toyota  Supra,  crossing  the  line  was 
not  just  an  end.  It  was  a  beginning. 

Call  1-800-GO-TOYOTA  for  a 
brochure  and  the  location  of  your 
nearest  Toyota  dealer. 

"/  love  what  you  do  for  me" 

®  TOYOTA 


i  Motor  Sales.  U.S.A..  Inc. 
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"The  analysts  like 
strategies  that  you 
can  write  down  in  a 
one-  or  two>word  buzz- 
word. If  I  could  coin 
a  word  for  this,  people 
would  love  it." 
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ON  THE  COUER 


Chase  Manhattan's 

Unsung  TWnaround  141 

By  Matthew  Schifnn 

Tom  Labrccquc's  diffidence  has  ob- 
scured his  accomplishments. 


Splitting  The  Dollar 

By  Carolyn  T.  Geer 

One  way  to  shelter  your  savings. 

Ban  All  Plants— They  Pollute 

By  Leslie  Spencer 

A  chat  with  scientist  Bruce  Ames. 

The  Mexican  Revolution: 
Phase  n 

By  David  Paul  Goldman 

Dynamic  economy  on  the  move. 


90 


104 


132 


184 


Monkey  Business 

By  Dyan  Machan 

Business  spends  $9  billion  a  year  on 
pension  fund  management — futilely. 


MANAGEMENT/CORPORATE  STRATEGIES 


Primerica  45 

By  Dana  Wechsler  Linden 
Sanford  Weill  moves  up. 

Panamerican  Beverage,  Inc.  47 

By  Joel  Millman 

Al  Staton's  $1  billion  company. 

Sega  Of  America  68 

By  Nikhil  Hutheesing 

Battling  Nintendo  for  market  share. 


Charming  Shoppes 

By  Howard  Rudnitsky 

It  caters  to  ordinary  people  who  want 
to  look  good  on  small  budgets. 

CPI  Corp.  100 

By  Gary  Slutsker 

Sears'  photo  studio  concessionaire. 

Starting  Tour  Own  Business: 
Associates  &  Ferren  112 

By  Gail  Buchalter 

Can  a  self-styled  "creative  wacko" 
find  happiness  in  a  giant  corporation? 

Up  &  Comers: 

Varsity  Spirit  Corp.  118 

By  R.  Lee  Sullivan 

Making  money  from  cheerleading. 
Also:  Safety  1st  Inc.;  Coastal  Health- 
care Group. 

The  Microlenders  164 

By  Michael  Schuman 

Helping  tiny  businesses  get  started. 

Carlson  Cos.  194 

By  William  Stern 

Aging  entrepreneur  Curt  Carlson 
may  destroy  what  he  built. 

Fleetwood  Enterprises  200 

By  Jerry  Flint 

Making  money  whatever  the  weather. 


INTERNATIONAL 


Russia 

By  Peter  Fuhrman 
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:es  ment  techniques  and  the  latest  efficiencies 
its  that  technology  offers  has  put  us  on  that  line, 
ler  Keeping  our  eyes  open  will  take 

ik-     us  into  the  future.  If  some  call  that  being 

visionary,  hey,  who  are  we  to  argue? 
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Commander 


AIRCRAFT  COMPANY 

announces 

The  Commander  Corporate  Aircraft  Program 

Are  you  tired  of  the  overburdened  hub  and  spoke  commercial  airUne  system? 
Would  you  rather  fly  in  your  own  luxurious  aircraft,  at  your  convenience,  for  less? 


.^or  less  than  $20,000  after  tax  per  year,  your  company  can  own,  operate,  maintain  and  fly  its 

own  Commander  11 4B  corporate  aircraft  — 
the  finest  four  place  high  performance  single  engine  aircraft  in  the  world. 


Authorized  Sales  and  Service  Representatives,  provides  a  complete  program  of  assistance  and 
upport  for  your  corporate  aircraft:  financing,  insurance,  service  and  support,  hangar,  flight 
nstruction,  and  arranging  to  have  a  personal  pilot  on  call  as  recjuired  to  meet  your 
ransportation  needs. 

FOR  MORE  INFORMAl  ION  ON  THE  COMMANDER  AIRCRAFT  COMPANY  CORPORATE  AIRCRAFT  PROGRAM  CONTACT: 
I     COMMANDER  AIRCRAFT  COMPANY,  MARKETING  DEPARTMENT,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 
'  TELEPHONE:  (40S)  495-8080  FACSIMILE  (405)  495-8383 


The  Commander  1148  IFR-equipped  base  price:  $285,000 
*Based  on  approximately  25,000  miles  of  annual  travel  and  estimated  cost  of  financing,  maintenance,  operation. 


insurance  and  taxes. 
©1993  Commander  Aircraft 
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That  giant  sucking  sound 


Noi  LONG  AGO  \VK  ASKi  1)  ilic  cliicf  cxccutivc  of  a  major  U. 
maiiufacturing  corporation  whether  a  defeat  for  Nafta  would  crin 
his  company's  plans  to  expand  in  Mexico.  Not  at  all,  he  replied.  H 
company  would  simply  make  a  private  deal  with  the  highly  pragmai 
people  who  run  the  Mexican  government,  a  deal  that  would  gi\  e 
most  of  the  advantages  it  would  enjoy  under  Nafta.  "It  is  the  smalli 
U.S.  companies  that  w  ill  be  frozen  out  if  Nafta  gets  killed,"  he  sail 
If  the  U.S.  Cx)ngress  rejects  the  North  American  Free  Trac 
Agreement,  it  will  of  course  be  a  slap  in  the  face  to  Mexico  and  hiii 
manv  small  U.S.  companies  that  might  otherwise  participate  I 
Mexico's  dynamic  growth.  But  that  noise  you  hear  is  not  a  suckii" 
sound  of  U.S.  jobs  whooshing  to  Mexico.  It  is  the  beat  of  a  nati(! 
marching  firmly  toward  modernization  and  industrialization,  Nafj 
or  no.  Read  David  Goldman's  ''The  Mexican  Rexolution:  Phase  II 
starting  on  page  132. 

Can  tomatoes  cause  cancer? 

Public  policy  based  on  bad  science  is  bad  policy  no  matter  ho 
well  intentioned  it  may  be — and  much  of  what  our  Ei\A  so  zealous 
does  is  based  on  bad  science.  Read  Leslie  Spencer's  "Ban  all  plants- 
they  pollute."  An  esteemed  molecular  biologist  told  Spencer  th; 
there  are  no  more  carcinogens  in  pesticides  than  there  are  ii 
organically  grown  tomatoes.  Yet  our  government  bans  the  fornu 
and  urges  us  to  eat  lots  of  the  latter.  "Unless  you  wade  around  in  th 
stuff,  pesticides  don't  cause  cancer,"  Bruce  Ames  told  Spencer  in  a 
inter\'iew  that  will  startle  a  lot  of  readers.  Patj,e  104. 


Hey,  those  aren't  your  hananas 

MONIvHVS  W()UI,n  MAKE  LOLISV  BANANA  PIC  KERS  be- 
cause they  would  eat  too  much  of  what  the\'  harvest- 
ed. Meaning  no  disrespect  to  professional  money 
managers,  Dyan  Machan  suggests  that  there's  a 
parallel  here  with  the  $9  billion  U.S.  industiy  spends 
every  year  managing  emplovce  pension  plans.  "Monkev  business 
starts  on  page  184. 


Sputnil(,  Inc. 


For  all  its  woes,  Russia  has  actually  found  a  way,  metaphoricall 
speaking,  to  beat  swords  into  plowshares.  It  is  well  known  that  whil 
most  Russian  industry  was  junk,  a  gooci  deal  of  the  Russian  space  ani 
military  stuff  was  high  c]uality.  Peter  Fuhrman  reports  on  hov 
Russian  space  technology  promises  not  only  to  earn  badly  needc« 
foreign  exchange  for  Moscow  but  also  to  help  bring  down  the  cost 
of  commercial  satellites  for  the  world  communications  industr\ 
"Race  to  the  marketplace"  starts  on  page  42. 


(— ^  Kditor 
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It  uses  sunlight  to  cool  you. 
Air  to  protect  you. 
And  its  always  thinking  of  you. 


'he  Mazda  929 


In  a  category  of  automobile  where         the  929  also  offers  the  unflustered  performance  that 
le  machine  so  often  selfishly  monopolizes  the  attention,         discerning  drivers  expect  from  a  fine  car.  The  engine, 


lere  is  one  luxury  sedan  that's  surprisingly  sensitive  to 
le  needs  of  its  driver.  H  The  Mazda  929.  M  Thanks  to 
1  available  Solar  Powered  Ventilation  System  that  helps 
bol  the  cabin  while  it's  parked,  the  929  makes  you  feel 
elcome  from  the  moment  you  get  in.  M  Driver's-  and 
assenger's-side  air  bags  are  ready  to  help  protect  you  on 
le  road.  S  Why,  it  even  remembers  to  defog  the  windows 
hen  you  turn  on  the  windshield  wipers.  S  Of  course. 


with  193  horsepower,  is  generous.  And  the  suspension 
thoughtfully  adapts  to  cope  with  the  alternating  demands 
of  monotonous  interstate  or  treacherous,  serpentine 
back  roads.  iS  So  before  you  purchase  a  luxury  sedan,  we 
urge  you  to  give  some  serious  thought  to  the  Mazda  929. 
After  all,  it  would  do  the  same  for  you. 


It  Just  Feels  Right* 


I 


andard  features  tnclude  4-u'heel  disc  brakes  with  Anti-lock  Brake  System  (ABS).  3.0L,  DOHC,  24-valve  V6  engine,  automatic  climate  control,  power  moonroof  and  a  36-month/50,000-mile.  no- 
■ductihle,  "bumper-to-humper"  limited  warranty.  See  dealer  for  limited-warranty  details.  For  a  free  brochure  on  the  929  or  any  new  Mazda,  call  1-800-639-1000  ©  1993  Mazda  Motor  of  America.  Inc. 


ver  one  million  two  hundred 


thousand  rivets  were  used.  Is 


there  one  that  is  most  important? 


orking  in  unison  to  execute  a  well 


thought-out  plan.  Bringing  a  variety  of  com- 


ponents together  to  achieve  your  goal.  No 


one  element  is  more  important.  Except  may- 


be the  rivet  that  was  first.  The  beginning. 


Bank  of  America 


©  1993  Bank  of  America  NT&SA.  Member  FDIC. 


The  Golden  Gate  Bridge  photographed  by  Robert  Mizono 
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Good  chemistty 

Aiiour  FIVE  YEAR.S  AGO  FoRBES  report- 
ed that  chemical  iiidustr>'  assets  were 
changing  hands  at  multiples  well 
above  those  of  publicly  traded  chemi- 
cal stocks.  The  cost  of  producing 
commodity  chemicals  had  fallen, 
while  tight  capacity  had  driven  up 
prices.  Asset-hungry  buyers  were  bet- 


Utah  chemical  tycoon  Jon  Huntsman 
A  knack  for  buying  at  the  bottom. 


ting  the  up-cycle  would  continue  to 
fi.iel  earnings  growth  (Au£[.  8,  1988). 

Turned  out  to  be  a  great  time  to  be 
selling.  Fat  profits  in  the  late  1980s 
triggered  capacity  expansions,  which 
in  turn  eroded  prices  and  sent  the 
industry  into  a  prolonged  swoon. 

Now  comes  a  new  wave  of  restruc- 
turing. In  June  Eastman  Kodak  Co. 
announced  plans  to  spin  off  Eastman 
Chemical  Co.  to  shareholders.  Then, 
last  month,  Texaco  Inc.  agreed  to  sell 
the  bulk  of  its  chemical  assets  to  Jon 
M.  Huntsman,  a  Utah-based  chemi- 
cal tycoon  with  a  keen  eye  for  buying 
at  the  bottom  (Nov.  27,  1989),  and 
Australian  billionaire  Kerry  Packer, 
for  $1.06  billion.  Then  American 
Cyanamid  Co.  and  Ethyl  Corp.  each 
announced  that  they  planned  to  spin 
off  their  chemical  businesses  to  share- 
holders. 

In  contrast  to  the  late  1980s,  these 
assets  are  being  valued  at  below  re- 
placement cost.  And  according  to 
Paul  Raman  of  S.G.  Warburg  &  Co., 
volume  growth  has  begun  to  lift  oper- 
ating rates,  setting  the  stage  for  a 
rebound  in  prices  within  a  year. 

Raman  likes  Eastman  Chemical, 
which  begins  trading  as  a  separate 
company  on  Jan.  1.  Eastman  has 
about  one-third  of  the  world  market 
in  polyester  polymers  (pet),  the  mate- 


rial used  in  plastic  beverage  bod 
Its  PET  operating  rates  top  90%, 
demand  is  growing  8%  annually. 

Back  from  the  brink 

FoRKES  last  wrote  about  New  Yl 
City- based  Turner  Corp.  when 
foundations  of  the  big  general  c 
tractor  were  starting  to  look  shs 
Profits  had  begun  to  slip,  and 
commercial  segment  of  the  real  est 
market  seemed  poised  for  a  bid 
bath  (Oct.  20,  1986). 

And  what  a  bloodbath.  Since  IS 
Turner's  real  estate  development  l 
has  posted  pretax  losses  totaling  o 
$107  million.  Turner's  stock  hit  a 
(^f  6  in  1991,  down  from  around 
when  our  story  ran. 

But  now,  with  its  stock  recently 
to  lOVi,  Turner  is  making  a  con 
back.  Earnings  in  the  first  half  of 
year  were  $1.9  million,  up  fr 
$228,000  (excluding  a  one-time  g 
from  a  change  in  the  company's  p 
sion  plan)  in  the  year-ago  peri 
Overhead  has  been  cut,  real  est: 
losses  have  bottomed,  and  Turnd 
construction  volume   backlog  vi 
over  $5  billion  as  of  June  30. 

Chairman  Alfred  T.  McNeill  sa 


The  Turner-built  Tennessee  Aquarium 
in  Chattanooga 

Making  a  necessity  of  diversity. 


Turner  is  also  beginning  to  reap  t 
rewards  of  a  six-year  refocusing  effo 
away  from  oflfice  buildings.  Last  yeai 
for  example,  only  19%  of  the  value 
Turner's  completed  projects  ($2. 
billion)  came  from  commercial  cor 
tracts.  That's  down  from  about  50 
of  $2.5  billion  in  1986.  Picking 
most  of  the  slack:  contracts  for  hosp' 
tals  and  with  companies  in  the  phai 
maceutical  and  health  care  industrie; 
McNeill  doesn't  expect  a  reboun 


14 


Forbes  ■  October  25,  199 


r 


1 


t 


ET  RICH  SLOW.  THAT  HAS  BEEN  OUR  PHILOSOPHY  FOR  THE  PAST 
148  YEARS.  ITS  ONE  THAT  HAS  ENABLED  US  TO  PAY  DIVIDENDS  ON 
WHOLE  LIFE  POLICIES  CONTINUOUSLY  THROUGH  EVERY  STOCK 
MARKET  CRASH,  DEPRESSION,  RECESSION.  AND  BOTH  WORLD 
WARS.  IT  ALSO  GAVE  US  THE  WISDOM  TO  AVOID  THE  REAL  ESTATE 
TRAP  THAT  BEFELL  MANY  INVESTORS  DURING  THE 
MONEY-MAD  EIGHTIES.  WE  HAVE  ALWAYS  BELIEVED 
IN  QUALITY  CONSERVATIVE  JUDGMENT  NOT  BRASH  AND  FLASH. 
SO  AT  A  TIME  WHEN  COUNTLESS  OTHERS  WERE  RUNNING  HEAD- 
LONG INTO  FORECLOSURE,  WE  WERE  INVESTING  PRIMARILY  IN 
INVESTMENT-GRADE,  FIXED-INCOME  SECURITIES.  ALL  THE  WHILE 
MAINTAINING  A  PROFITABLE  PRESENCE  IN  SELECTIVE  REAL  ESTATE, 
VENTURE  CAPITAL,  ENERGY  AND  CONVERTIBLE  SECURITIES.  AS  A 
RESULT  OUR  CLIENTS  HAVE  CONTINUED  TO  PROSPER  AT  A  TIME 
WHEN  MANY  OTHERS  HAVEN'T  TO  FIND  OUT  HOW  YOU 

TOO  CAN  PROFIT  FROM  SUCH  |||H|  THINKING,  CALL  US  AT 


1-800-695-4331.  BECAUSE  WHEN  ISai^^M  IT  COMES  TO  INVESTING, 


THAT'S  NEW  YORK  LIFE. 


Life  Insurance  ~  Annuities  ~  Group  Benefits  ~  Pensions 


Why  Choose  Ihe  Fidelity 
IRA  Over  All  Others? 


Like  many  investors,  you  may  be  more  focused  on  your  IRA 
than  ever  before.  And  with  today's  low  CD  rates,  a  myriad  of 
investment  choices  or  the  expense  of  a  full  cost  broker,  there's 
a  lot  standing  in  the  way  of  your  retirement  goals.'  At  Fidelity 
Investments,  we  are  committed  to  offering  you  an  IRA  where 
performance  and  value  come  first. 

Proven  Performers  For  Growth 

For  the  long-term  grov^th  potential  you  want. 
Fidelity  offers  a  full  range  of  stock  funds  with 
performance  records  that  speak  for  themselves. 
Each  fund  is  backed  by  the  management  exper- 
tise that's  helped  make  Fidelity  America's  largest 
stock  fund  manager '  So  now  along  with  our  No- 
Load,  No-Fee  IRA,  it  makes  more  sense  than 
ever  to  bring  your  retirement  savings  to  Fidelity. 

The  No-Load,  No-Fee  IRA  Offer 
No  One  Else  Can  Match 

We've  waived  the  sales  charges  on  more  than  a 
dozen  stock  funds  for  retirement  investors,  so 
now  you  have  more  than  50  no-load  stock, 
bond  and  money  market  hind  choices  for  your 
IRA.^  And  we've  waived  the  annual  IRA  mainte- 
nance fee  for  each  mutual  fiind  account  you 
have  in  your  Fidelity  IRA  with  a  balance  of 

$5,000  or  more.^  Call  today 
for  your  free  IRA  fact  kit,  and 
be  sure  to  ask  for  a  free  copy 
of  our  Common  Sense 
Guide  To  Planning  For 
Retirement. 


Long-  Terni  Stock  Fund  Pertomers 
Now  All  No-Load  For  Your  Retirement 

Fidelity  Puritan  Fund 


22.16^° 

14.66^' 

l-Year  ft»8 
Aantiil  Return* 

S*Ytar  Avg. 
Annual  Return* 

IS-VearAvB. 
Annual  Return* 

Fidelity  Equity  Income  II 

Fund 

22.35^" 

28.15^- 

1-Yl»f  Avg- 
Anniuil  Return* 

UfeeiFund 
Annual  Return* 

Fidelity  OTC  Portfolio 

17.85^" 

16.26* 

20.80* 

1-Yeaf  AvB. 
Annual  Return* 

S-Yrar  Avg. 
Annual  Return* 

Ufa  si  Fund 
Annual  Return* 

Fidelity  Contrafund 

28.20°^ 

25.66°' 

16.77* 

1-Year  *¥Q. 
AsRital  Return' 

S-Year  Avg. 
Annual  Return' 

1S-Yeaf  Avg. 
Annual  Return' 

Fidelity  Asset  Manager™ 

17.41°^ 

14.92* 

l-Yesf  Avg. 
Amiiial  Return* 

UletfFuRd 
Annual  Return' 

Fidelity  Growth  &  Income  Portfolio 

20.67* 

17.33* 

19.21* 

i-tearAvj. 
tonusi  Return* 

5-Y*arAv8. 
ibmual  Return' 

iJealFuRd 
Annual  Return* 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity  ^-^3  inuestments' 


Common  sense.  Uncommon  results. 


It 

For  an  IRA  fact  kit  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses,  call  for  a  current  prospectus.  Read  it  carefully  before  you  invest  or  send 
money.  'Lnlike  bank  CDs,  Fidelity  funds  are  not  FDIC-insured  and  do  not  offer  a  fi.xed  rale  of  return.  'Fidelity  manages  over  $  100  billion  in  equity  assels.  'This  offer  applies  to  certaii 
Fidelity  retirement  plans  marketed  and  distributed  direcdy  by  Fidelity.  Fidelity  Magellan*  Fund,  Fidelity  New  Millennium™  Fund  and  Fidelity  Select  Portfolios*  are  excluded  'For 
Fidelity  mutual  fund  IRAs,  the  $10  annual  IRA  maintenance  fee  will  be  waived  for  mutual  fimd  IRA  accounLs  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed 
IRAs,  the  fee  is  $20,  and  will  be  waived  if  any  Fidehty  mutual  fund  position  in  the  account  is  at  least  $5,000  at  the  time  of  the  fee  billing.  *Total  remms  for  the  period  ended  6/30/93 
are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  \^^ll  vary 
and  you  mav  have  a  gain  or  loss  when  vou  sell  your  shares.  Fidehtv  Distributors  Corporation  Fidelity  Brokerage  Services,  Inc.,  16  i  Devonshire  Street,  Boston,  MA  021 10.  Member 
NYSE.SIPC. 


he  commercial  end  ot  the  market 
>\x  the  end  of  the  decade.  "There 

.  a  rime  a  couple  of  years  ago  when 
real  estate  industry  was  saying, 

i\  alive  to  '95.'  That's  nonsense." 


wi  takes  off 

>r  VK.\R  Fc)RJ5KS  told  the  hopeful 
1  tup  story  of  little  Kiwi  Interna- 
i  lal  Airlines,  founded  by  46  pilots 
.  1  airline  executives  who'd  been 
[  punded  because  their  former  em- 
)  vers  went  bust.  With  just  two 
t  >ed  planes  and  three  routes,  New- 

,  N.  J.-baseti  Kiwi  hoped  to  survive 
;  wooing  the  cost-conscious  small- 
)  >incss  traveler  with  a  simple,  low- 
:  t  tare  structure  (Sept.  14,  1992). 

\\)t  only  is  Kiwi  still  Bying,  but  it's 
.  )  adding  routes,  planes  and  em- 

■  >yccs.  Now  operating  8  aircraft,  it 
) ,  added  San  Juan  and  Tampa  to  its 
.  icago,  Atlanta  and  Orlando  desti- 

■  ions.  It  plans  to  begin  semce  to 


Kiwi's 

Robert  Iverson 
Debunking 
the  myth  of 
overcapacity. 


:st  Palm  Beach  Nov.  1.  Owner/ 
iployees  now  number  580,  up  from 

0  a  year  ago. 

C'hief  Executive  Robert  Iverson 
s  Iviwi  turned  a  profit  in  April,  July 
d  August.  He  figures  that  with  the 
w  routes  providing  better  econo- 
es  of  scale,  the  airline  will  be  profit- 
le  for  the  entire  fourth  quarter. 
I\  erson,  a  former  Eastern  Airlines 
ot,  runs  a  tight  ship.  While  declin- 
I,  to  be  specific,  he  claims  that 
\v\\  costs  per  revenue-passenger- 
le  tall  even  below  those  of  superbly 
inai;ed  Southwest  Airlines  (Sept. 
,  1991). 

1  ike  Southwest,  Kiwi  is  finding  that 
A  tares  dramatically  increase  the  size 

the  market.  When  Kiwi  enters  a 
irket,  Iverson  says,  over  50%  of  its 
isiness  comes  from  customers  who 
:  new  to  that  market. 
''  The  biggest  myth  in  the  airline 
tiistry  is  the  myth  of  overcapacity," 
'ines  Iverson.  H 
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BREITLING 

1884 

Instruments  for  Professionals 


CHRONOMAT 
Certified  chronometer. 
Selfwinding  ctironograph 
made  in  limited  series  only. 
In  18K  gold  with  full  gemstone 
setting.  Genuine  mother-of-pearl 
dial.  Glareproofed  sapphire  crystal. 
Screw-locked  crown.  Water-resistant 
to  100  m. 


BREITLING  WORLD  CUP  OF  AEROBATICS  1993 

BREITLING  MASTERS  OF  FRANCE,  Paris  Air  Show,  June  11-13 
EUROPEAN  AEROBATICS  CHAMPIONSHIPS,  Grosseto,  Italy,  June  16-27 
EAA  FLY-IN  CONVENTION,  Oshkosh  USA,  August  2-3 
BREITLING  MASTERS  OF  SWITZERLAND,  Bex,  August  26-29 
BREITLING  MASTERS  OF  GERMANY,  Berlin,  September  2-5 
BREITLING  MASTERS  OF  USA,  Pompano  Beach,  November  18-21 


AUTHORIZED  BREITLING  AGENT: 


.UU.mQrk/ 


Jeuueler/  inc. 

3841  Bellaire  Blvd.  Houston,  Texas  77025  •  713-668-5000 


EDITED  BY  THOMAS  JAFFE 


Black  eyes 

Amsterdam -BASED  Memorex  Telex 
N.V.  maniitactures,  distributes  and 
services  networking  and  information 
storage  products  for  IBM-compatible 
mainframe  and  midrange  computers. 
It  is  also  giving  investors  Leon  Black 
and  Carl  Icahn  a  black  eye.  Between 
them,  the  pair  own  over  $200  million 
(face  amount)  worth  of  junk  bonds 
plus  43%  of  the  $1.3  billion  (sales) 
computer  company,  which  intends  to 
file  for  reorganization  in  U.S.  bank- 
ruptcy court — for  the  second  time 
since  January  1992. 

Black — actually,  his  Apollo  Advi- 
sors— and  Icahn  have  owned  their 
Memorex  Telex  junk  bonds  since  the 
company  emerged  from  bankruptcy 
in  February  1992.  Those  bonds  have 
slumped  from  the  50s  to  a  recent  18. 

Their  equity,  too,  has  slipped. 
Black  and  Icahn  have  29%  and  14%, 
respectively,  of  Memorex  Telex's  100 
million  common  shares.  The  compa- 
ny's American  Depositar)'  Receipts 
have  sunk  from  a  high  of  1  Vs  to  just  Va. 

Under  the  proposed  reorganiza- 
tion plan,  the  junk  holders  will  ex- 
change their  paper  for  approximately 
65%  of  the  new  shares  that  Memorex 
Telex  plans  to  issue.  Current  share- 
holders, meanwhile,  will  exchange 
their  stock  for  warrants.  But  for 
Black's  and  Icahn's  new  warrants  to 
be  in  the  money,  Memorex  Telex's 
total  capitalization — now  $200  mil- 


investor  Leofi  Black 

He  and  Carl  Icahn  would  like  to  forget 
Memorex  Telex,  which  is  going  bankrupt 
for  the  second  time. 


lion— must  exceed  $425  million.  Un-     Name  game^ 

likely.  For  their  new  shares  to  be 
worth  what  they  were  in  February 
1992,  its  capitalization  will  have  to 
exceed  $600  million.  Highly  unlikely. 

-RjvA  Atlas 


Mo-town  on  the  move.^ 

Michael  Ili  tch,  whose  Little  Cae- 
sars pizza  empire  makes  him  worth  an 
estimated  $600  million,  is  making 
another  move  to  inject  some  life  into 
Detroit's  depressed  downtown.  Last 
month  Hitch's  Olympia  Arenas  Inc. 
opened  a  350-seat  Detroit  edition  of 


The  Detroit  edition  of  Second  City 
No  laughing  matter  for  Mike  Ilitch. 


the  Second  City  Comedy  Theater, 
plus  an  adjoining  bar/restaurant.  Sec- 
ond Cit\'  is  the  Chicago-based  come- 
dy club — there's  also  one  in  Toron- 
to— that  helped  laimch  such  stars  as 
Dan  Aykroyd,  Martin  Short  and  John 
Belushi. 

Ilitch  made  his  first  move  to  help 
Detroit  (and  himself)  in  1982,  when 
he  paid  a  reported  $10  million  for 
hockey's  Detroit  Red  Wings.  The 
team  plays  at  Joe  Louis  Arena,  situat- 
ed downtown.  Ilitch  also  bought  the 
big  landmark  Fox  Theater,  and 
moved  Little  Caesars'  world  head- 
quarters into  the  office  space  above 
the  Fox.  In  iill,  Ilitch  and  family  have 
some  $60  million  invested  in  the  the- 
ater area. 

Says  Hitch's  30-year-old  son 
Atanas,  Olympia's  vice  president, 
''There's  a  lot  of  land  downtown,  and 
a  lot  of  buildings  to  be  renovated.  It's 
something  we're  committed  to." 

-Robert  La  Franco 


Based  in  FLnglewood,  Colo., 
(sales,  about  $8  million)  Into 
Communications  Corp.  specializ 
setting  up  private  communicat 
networks.  In  August  Internet's 
million  over-the-counter  shares 
hovering  around  4.  Then,  in  e 
September,  the  stock  suddenly  d 
bled;  later  it  spiked  to  13.  Comp 
spokeswoman   Shannon  McCai 
says  investors  were  finally  catching 
to  the  company's  growing  profits 
the  first  half  of  the  year.  But  S0 
traders  think  investors  have  confii 
the  company  with  the  Internet  glc 
computer  network,  made  up  of  o 
34,000  smaller  networks  and  recei 
the  subject  of  a  lot  of  favorable  pr< 
Why  not  spell  out  the  lack  of 
connection  between  the  Englewc 
Internet  and  the  other  Internet  in 
public   company's   financial  do( 
ments.!"  "We  assume  people  kn 
what  they're  buying,"  says  McC 
thy,  who  adds  that  Internet  Comrj 
nications  is  registering  to  conv 
some  warrants  into  stock,  thereby 
creasing  the  little  company's  equ| 
capital  by  36%.         -Amy  Feldm| 

"Comedy  of  errors" 

As  readers  of  Forres'  investmd 
letter  columnist  Mark  Hulbert  knq 
KCl  Communications  Inc.,  the  : 
tion's  second-largest  publisher  of 
vestment  newsletters,  announced  1; 
year  that  the  first  person  to  identif^' 
investing  methodology  which  woi: 
have  produced  a  total  return  in  exec 
of  390,900%  since  1980  would  w 
$10,000.  (The  advice  had  to  ha 
been  made  in  advance,  in  a  schedul 
publication  or  by  some  other  mean 
In  June  KCI  declared  a  winner:  R 
mand  Assurian,  31,  of  Silver  Sprin 


Jit 


20 
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I  j.  Assurian  claimed  the  Options 
{/estment  Co.,  a  Chicago-based 

''i  ephone  hotline  sen'icc,  would  have 
i/  ne  better. 

j  iFoul!  cried  Frank  Taucher  of  Tulsa, 
*l  da.,  who  publishes  the  Sitpcrtradcrs 
umanac.  He  claimed  investors  fol- 
iving  his  advice  would  have  earned 
'  astonishing  1,800,000%  return 
n  ice  1986— i.e.,  $1,000  invested 
i  j'en  years  years  ago  would  now  be 
I  )rth  $18  million. 

t  How  come  Taucher  didn't  win? 
i  il's  president,  Walter  Pearce,  says  it 
i  iide  a  mistake  when  reviewing  his 

Iiim.  Oops.  By  the  time  KCI  discov- 
'd  its  error,  Pearce  claims  that  the 
ize  money  had  gone  to  Assurian.  So 
I  August  KCI  relented  and  paid  ten 
and  to  Taucher. 
IWhat  about  Assurian's  award?  An 
ibarrassed  Pearce  says  KCI  hasn't 
ked  for  it  back,  calling  the  fiasco  "a 
jmedy  of  errors."  -A.F. 

oach's  comeback.^ 

>  Primerica  Corp.'s  Sanford 
andy)  Weill  prepares  to  pay  some  $4 
liion  in  stock  for  the  73%  of  Travel- 
s  (^orp.  Primerica  doesn't  already 
\n,  Weill  is  also  rumored  to  want  to 

II  Primerica's  old  Williams  Agencv, 
liich  peddles  life  insurance.  The  ru- 
orcd  buyer?  None  other  than  its  51- 
ar old  founder,  Arthur  L.  (Coach) 

/illiams. 

In  1989  Williams  sold  the  agency 
id  his  remaining  equity  in  publicly 
:ld  A.L.  Williams  to  Primerica  for 
98.7  million  in  cash  plus  a  lucrative 
J  year  incentive  contract.  Williams 
i  n  the  operation  until  1990,  when  he 
as  given  an  indefinite  leave  of  ab- 
nce.  At  the  time,  the  government 
as  investigating  him  for  allegedly 
ying  to  undermine  a  competing 
i,ency  in  Florida  run  by  a  former 
nployee. 

Since  1990  Williams'  sales  force  has 
^vindled  to  100,000  or  so,  from 
Miie  190,000.  Coach  Williams  and 
is  family,  meanwhile,  set  up  Las  Ve- 
as- based  nai  Insurance  Agency  Inc. 
1  1992  to  receive  Williams'  incenti\'e 
ayments  from  Primerica. 

A  Primerica  spokeswoman  categor- 
:ally  cienies  the  rumor.  Ditto  a 
?okesman  for  Williams,  who  says 
lat  NAI  is  licensed  to  sell  insurance 
ut  doesn't  intend  to  do  so.  H 
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Reserve  now  for  upcoming 
Spa  programs,  Big  Band  Festival, 
Food/Wine  Classic  X, 
Cloister  Garden  Series, 
Financial  Planning  Seminar 


Our  world, 
your  pace. 

There  is  simply  more  to  life 
at  the  SStar  Cloister  and 
Sea  Island. 

Nature's  daily  show 
invites  you— enhanced  by 
activities  and  family  pro- 
grams admired  worldwide. 

Discover  fifty-four  holes 
of  golf  once  the  domain  of 
antebellum  Retreat 
Plantation.  Instruction  led 
)y  Hall-of-Famer  Louise 
Suggs  and  Golf  Digest  pros. 
Waterway  cruises.  Restful 
beach  club  and  spa.  Award- 
winning  tennis.  Marsh  and 
beach  horseback  outings. 

With  all-inclusive  dining 
(dressy  or  casual),  intimate 
evenings  and  more  to  share. 

Our  world,  your  pace. 
The  Cloister,  Sea  Island, 
Georgia  31561. 

Call  800-SEA-ISIAnd. 
Spj/golf.  spa/tennis 
packages  available. 


Home  renlafs 


912  &3S  5,112 

:    -4.        "  ■ 


eci 


THE  CLOISTER® 


Because  Business  Issues  Are 
Never  Strictly  Biacic  &  White 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  all  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  (ed 
only  on  CNBC 

And  stay  tuned 

Saturday  and  Sunday  evening  for: 

Business  Weekly 
6:30  pm  (ET) 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 
7:30  pm  (ET) 


THE  MUHtENKAMP  FUND 


INVESTING 
FOR  TOTAL 

RETURN      Ron  Muhlenkamp 


Average  Annual  Returns 
Through  8131193 


ONE  YEAR  +28.3% 


TWO  YEAR  +21.5% 


THREE  YEAR  +24.3% 


•  1 00%  No  Load  •  IRA 's  Available 
•  $200  min.  investment 

Call  1-800-860-3863 

for  a  free  prospectus 
and  more  information. 

 Muhlenkamp  &  Company,  Inc. 

12300  Perry  Highway  •  Wexford,  PA  15090 

Please  read  the  prospectus  carefully  before  you 
invest.  This  offer  is  made  to  persons  residing 
in  jurisdictions  where  such  offer  can  legally 
be  made.  Past  performance  does  not  guarantee 
future  results.  Fund  shares  when  redeemed 
may  be  worth  more  or  less  than  original  cost. 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  {81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate 

Fbrbes 

P.O.  Box  10048 
Des  Moines,  lA  50340-0048 


Ivory  tower  view 

Sir:  Rc  ''Evolutionary  economics: 
Nice  guys  don't  finish  last"  (Oct.  11). 
The  vast  majority  of  small,  medium 
and  some  large  companies  would  deal 
themselves  a  losing  hand  to  adopt  this 
unworkable  theory.  It  is  very  hard  to 
find  many  industry  segments  where 
there  .are  enough  relatively  equally 
matched  competitors.  Since  this  is 
really  the  only  situation  where  the 
theories  could  make  sense,  it  is  useless 
for  the  vast  majority  of  businesses. 

Its  basic  premise  is  rooted  in 
some  socialistic/(never-got-my- 
hands-dirty)  economics  professor's 
view  of  the  world. 

-BlUAN  K.  ROEMMELE 

Temecula,  Calif. 


Not  my  boss! 

Sir:  Your  article  "'The  face  behind  the 
perftime"  (Sept.  27)  states  that  Mr. 
Payer  is  my  boss.  I  am  chairman  and 
president  of  my  own  company.  I  have 
a  contract  with  the  House  of  Balmain 
to  design  four  collections  a  year  for 
them  with  the  limit  of  no  more  than 
70  days  of  work  a  year.  In  no  manner 
is  Mr.  Payer  my  boss. 

Mr.  Payer's  relation  with  me  has 
been  impeccable  and  in  all  matters  he 
has  behaved  as  a  gentleman. 
-Osc:ar  De  La  Renta 
New  York,  N.T. 

Computer  misinstruction 

Sir:  Thomas  Sowell  unfairly  criticizes 
writers  of  computer  instruction  man- 
uals ('■''Making  the  easy  difficult," 
Sept.  13).  As  a  freelancer  who  prides 
himself  on  writing  useflil  documenta- 
tion, I  often  tell  my  clients  that  if  a 


good  writer  is  unable  to  write  a  i 
pie,  clear  description  of  a  product 
its  use,  chances  are  the  product 
neither  .simple  nor  clear;  hence 
problems  the  writer  is  having  are  c 
signals  of  flaws  in  the  design. 
-Owen  W.  Linzmayer 
San  Francisco,  Calif. 

Sir:  It  is  one  thing  to  sell  the  prod 
another  to  keep  the  customer, 
far  cheaper  to  have  clear,  con 
documentation  for  a  well-desig 
product  than  to  staff  a  hotline 
hours  a  day. 
-Emily  Sopensky 
Austin,  Tex. 

Sir:  Right  on!  The  writers  of  softv^i 
manuals  obviously  enjoy  crossw 
puzzles  and  incorporate  them  ■ 
their  manuals. 
-Charles  O'Neal 
Rogers,  Ark. 

Khan  bashing 

Sir:  In  your  article  on  Mongi 
("Prom  yurt  to  yurt,"  Sept.  13)  C 
ghis  Klian  is  once  again  referred  to 
"■notorious  ancestor."  Within 
context  of  the  environment  of  1 3 
century  Asia,  please  appreciate  so 
of  the   Great  Khan's  accompli 
ments — a  virtualh'  crime -free  K 
asian  empire  with  tolerance  for 
religions,  and  a  flat  10%  tax. 
-Jack  Rollan 
New  York,  NT. 

Better  the  AAA 

Sir:  Bravo!  for  your  comment  on  |t 
AARJ^  (Pact  and  Comment,  Au£i 
Except  for  making  discounts  possi 
at  some  motels  and  a  few  other  si 
"benefits,"  in  my  opinion  it  is 
useful  as  teats  on  a  bull.  The  next  ti 
I'm  sent  a  dues  notice,  I  will  tn 
remember  that  the  American  Au 
mobile  Association  provides  the  sa 
service. 

-Lyle  R.  Mercer 
Bethesda,  Md. 


The  fountainhead 

Sir:  Ayn  Rand,  philosopher  and  wi 
er,  .spoke  to  a  group  of  physicians 
the  mid-1960s,  encouraging  their  < 
position  to  a  new  government  pi 
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Raise 
your  standard 
of  giving. 


Neiman  Marcus 

Also  available  in  Eau  de  Parfum  and  Eau  de  Toilette. 


Now  When  You  Change  Jobs, 
You  Don't  Have  To  Leave 
Your  Investment  Strategy  Behind. 


Roll  over  your  retirement  distribution  to  Schwab  and  you  can  take 
advantage  of  investments  similar  to  those  you  currently  enjoy 

•  Our  Mutual  Fund  OneSource™  service  offers  over  200 
well-known  mutual  funds  with  no  loads  and  no  transaction 
fees  -  so  you'll  find  more  choices  to  match  your  goals. 

•  With  our  No-Fee  IRA,  you'll  never  pay  an  annual  fee  for  the 
life  of  your  account  if  your  assets  reach  $10,000  or  more  by 
September  15, 1994. 

•  Our  free  Guide  to  Maximizing  Your  Retirement  Plan  Distribution 
explains  your  alternatives  and  how  to  save  on  taxes  by  avoiding 
the  20%  withholding  tax. 

Call  1-800-442-5111  ext.  60. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 

We  will  provide  you  with  a  free  prospectus  for  any  fund  available 
through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Some  funds  may  charge  12b-l  fees  in  excess  of  0.25%. 
Maintenance  fees  for  special  assets  such  as  limited  partnerships  and  promissory  notes  still  apply. 
©1993  Charles  Schwab  &  Co.,  Inc.  Member  SIPC/NYSE 


In  today's  economy, 
paddling  faster  isn't  enough. 

Youhavetoknow 
whereyou're 
going. 


In  the  stormy  waters  that  have  typified 
the  insurance  business  lately,  many  boats 
have  been  knocked  off  course  by  the  batter- 
ing of  an  uncertain  economy  and  a  jagged 
stock  market.  But,  guided  by  sound  man- 
agement and  prudent  judgment,  AFLAC  has 
held  a  steady  course,  and  has  logged  some 
impressive  achievements  along  the  way. 

Like  a  selection  of  supplemental  policies 
that  is  among  the  broadest  in  the  business. 
Like  over  35  million  people  worldwide  who 
depend  upon  AFLAC  to  help  close  insurance 
gaps  like  copajrments  and  deductibles.  Like 
a  portfolio  free  of  junk  bonds,  and  an  asset 
base  of  over  $13.2  billion.  Like  recognition 
in  1992  by  Financial  World  magazine  as 
^1  in  safety,  placing  AFLAC  at  the  top  of  a 
list  of  America's  50  largest  and  best  known 
life  insurance  companies. 

In  these  turbulent  times,  it  is  reassuring 
to  see  that  experience,  judgment  and  com- 
mitment have  enabled  one  company  not 
only  to  stay  afloat,  but  to  thrive  and  grow. 
That  company  is  AFLAC. 

Fbr  more  information  on  AFLAC 
supplemental  insurance,  contact  AFLAC 
Worldwide  Headquarters,  1932  Wjmntoa 
Road,  Columbus,  Georgia  3 1999.  Or  call 
1-800-99-AFLAC  (1-800-992-3522). 


'ith  all  thy  getting  get  understanding" 


?act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


NO  WONDER 


It  Boris  Yeltsin  comes  under  ever- bloodier  assault.  The 
ssian  economy  is  barely  breathing.  It's  being  choked 
t  only  by  hyperinflation  but  also  by  punitive  taxes, 
lindexed  for  rising  prices,  the  income  tax  rate  now 
ches  40%  on  $600  per  year.  As  if  that  weren't  bad 
ough,  Moscow  also  imposes  a  38%  payroll  tax. 


Ha\e  any  of  Boris  Yeltsin's  friends  in  the  American 
government  forcefully  suggested  to  him  the  need  to  slash 
these  job-killing,  growth-preventing  exactions?  Why 
can't  Clinton  read  up  on  how  Germany  and  others  cured 
their  hyperinflations  and  come  up  with  a  workable,  i.e., 
non-IMF  austerity,  way  to  do  the  job? 


IT'S  NOT  WORKING  ELSEWHERE 


4ILETHE  Clintons  push  for  socialized  medicine,  other 
untries  are  scrambling  to  find  ways  to  undo  the  damage 
;ir  own  national  plans  are  inflicting  upon  their  econo- 
es  and  government  budgets.  The  French  system,  for 
imple,  is  hemorrhaging  red  ink.  To  cope,  Paris  will  have 


three  forms  of  reimbursement — whole,  partial  and  none. 
The  government  is  decreeing  that  more  and  more  medical 
procedures  receive  little  or  no  reimbursement  at  all. 

What  convincing  evidence  is  there  that  our  experience 
will  end  up  being  any  different? 


BELTWAY'S  BOGUS  ARITHMETIC 


IE  Clintons  claim  that  a  big 
unk  of  the  flinding  for  their 
alth  care  scheme  will  come 
)m  Medicare  and  Medicaid  sav- 
j;s.  Do  they  really  believe  the 
nerican  public  will  be  so  naive, 
ignorant,  as  to  swallow  the  line 
at  socialized  medicine  won't  re- 
ire  massive  tax  increases? 
The  blunt  truth  is  that  Medi- 
re  and  Medicaid  have  been 
ost  shifting"  expenses  onto  pri- 
te  insurers  for  years.  These  pro- 
ams  have  rigid  price  controls. 


Procedure 

National 
median 

RBRVS* 

Percentage  of 
median  covered 
by  RBRVS 

Internist  office 

visit  with  established  patient 

$42 

$3L25 

74% 

Electrocardiogram 

45 

25,00 

56 

Cataract  removal, 
lens  insertion 

2,000 

895.25 

45 

Repair  of  knee  ligament 

2,500 

648.83 

26 

Total  hip  replacement 

4,000 

1,700.70 

43 

Transurethral  resection 
of  prostate 

1,500 

647,87 

43 

Total  hysterectomy 

2,000 

807,04 

40 

'Resource-Based  Relative  Value  Scale- 
Source.-  American  Medical  Association. 


■Medicare's  national  fee  schedule. 


The  prices  are  far  below  what 
physicians,  hospitals  and  pharma- 
ceutical companies  bill  everyone 
else.  No  physician  can  charge 
Medicare's  fee  for  a  patient's  of- 
fice visit  (as  little  as  $10)  and  still 
expect  to  stay  in  business. 

When  Washington  imposed 
controls,  health  providers  did 
what  you  would  expect  them  to 
do — made  up  for  the  losses  by 
charging  privately  insured  pa- 
tients more. 

Medicare  and  Medicaid  each 


THREE  CHEERS  FOR  CAPITALISM 

Remarks  by  Malcolm  S.  Forbes  Jr.  at  Hillsdale  Collefie's  Shavano  Institute  for  National 
Leadership  seminar,  "American  Peirstroika:  Retin-ninjj  Public  Services  to  the  Private  Sector." 


Living  in  the  1990s,  we  are  uniquely  able  to  judge 
what  the  American  economy  has  achieved  in  the 
20th  centur)'.  For  this  reason,  we  ought  to  give  three 
cheers  for  capitalism.  By  this  term  I  mean  "demo- 
cratic capitalism,"  which  is  as  fundamentally  different 
from  the  "managed  capitalism"  of  modern-day  cen- 
tral planners  as  it  is  from  the  "state  capitalism"  of 


old-st)'le  fascists,  socialists  and  communists. 

Capitalism  works  better  than  any  of  us  can  conceive. 
It  is  also  the  only  truly  wora/ system  of  exchange.  It 
encourages  individuals  to  freely  devote  their  energies 
and  impulses  to  peacefiil  pursuits,  to  the  satisfaction  of 
others'  wants  and  needs  and  to  constructive  action  for 

(continued  on  pa^e  244) 
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Lii  I  del  ii>i\h(^alth  care  providers  some  $25  billionayear — or  plan,  no  such  cost-shifting  will  exist.  So  what  happens 
$50  billion  together.  Under  the  Clinton  Administration's    that  $50  billion?  Either  less  care — or  more  taxes. 


WHY  WE  NEED  NATO— STILL 


Bosnia-like  fighting  is  spreading— a  revital 
ized  NATO  can  contain  the  conflagration. 


NATO  WAS  CRJTICAL  in  winning  the  Cold  War.  It  can  play 
a  similar  role  in  winning  the  post-Cold  War  peace. 

By  providing  a  shield  against  Soviet  aggression,  the 
alliance  enabled  Western  Europe  to  make  a  miraculously 
rapid  recover}'  from  the  ruins  of  WWII.  Prosperity  can't 
exist  without  peace  and  security.  NATO  can  help  create  a 
similar  atmosphere  with  the  once  communist-  states  of 
Eastern  Europe  and  the  former  Soviet  Union.  The  threat  to 
safety  now  is  murderous  nationalism 
and  ethnic  strife,  which  are  as  hostile  to 
democracy  as  communism  ever  was. 

NATO  should  change  its  mission 
from  a  defensive  alliance  to  one  dealing 
with  European  conflicts,  being  an  en- 
forcer of  European  peace.  Take  Bos- 
nia, for  example.  Unless  the  Allies 
intervene  eft'ectively,  the  situation  will 
encourage  all  those  forces  antithetical 
to  democracy  and  pluralism.  It  will 
demonstrate  that  aggression  pays  off", 
that  murdering  civilians  will  go  unpun- 
ished. The  repercussions  won't  be  confined  to  the  Balkans 
region.  The  war  there  is  encouraging  ugh'  nationalist 
excesses  in  the  former  Soviet  Union.  It  is  generating  streams 
of  reftigees,  straining  the  social  fabric  ofWestern  Europe. 

The  West  can  still  follow  the  advice  of  Lady  Margaret 
Thatcher  and  former  Secretary'  of  State  George  Shultz: 
Arm  the  Bosnians  and  bomb  Serbian  forces.  Sending 
ground  troops  would  be  disastrous.  They  would  only  be 
hostages  to  snipers — which  would  fiiel  bring-'em-home 

HOW  TO  SAVE 

California  voters  will  soon  decide  a  critical  referen- 
dum. Passage  would  mean  the  renaissance  of  American 
primaiy  and  secondaiy  education. 

Proposition  174,  called  Parental  Choice  in  Eciucation, 
would  permit  California  parents  to  send  their  children  to 
schools  of  their  own  choice,  including  nonpublic  ones. 
They  would  receive  for  each  child  a  voucher  of  $2,600 
that  could  be  redeemed  at  another  school  if  they  chose 
not  to  send  their  kid  to  the  local  public  school.  (Vouchers 
for  kids  in  private  schools  woulci  be  phased  in.) 

The  public  education  establishment — especially  its  chief 
union,  the  Neanderthal  Education  Association — are  aghast. 
Passage  would  end  its  monopolv  control  of  public  schools. 


sentiments.  American  neo-isolationists  would  argue  th 
Europe  should  stew  in  its  own  juices.  But  20th-centLi 
history  demonstrates  the  bloody  consequences  of  th 
approach.  A  peaceful,  democratic  Europe  is  essential  f 
our  own  safet)'  and  prosperit)'. 

A  strong  NATO  would  be  a  warning  to  Russian  ne 
Coms  that  if  they  regained  power  they  v\  ould  face  aga 
the  pressures  that  destroyed  Lenin's  original  creation. 

NATO  should  also  expand 
membership.  Poland,  the  Czech  R 
public  and  others  want  to  join 
establish  institutional  links  wi 
Western  Europe  and,  most  impo 
rant,  with  the  U.S.  These  nati<j: 
well  remember  what  happened  in  tl 
1920s  and  1930s.  Democracy  faik 
in  almost  every  state  in  the  area.  Thi 
are  fearftil  of  U.S.  isolationism.  Thi 
see  Washington  as  a  force  for  stab 
ity.  That's  why  Boris  Yeltsin  initial 
said  Russia  would  have  no  objectit 
if  Poland  joined  NATO.  Only  when  xenophobic  natioi 
alists  in  his  countrx'  objected  did  he  back  oft. 

Obviously,  NATO  alone  can't  create  an  econoni 
miracle  in  Central  and  Eastern  Europe.  Agreements  I 
encourage  sound  money  and  free-market  tax  and  regul 
tor}'  policies  are  also  necessar}'.  With  these  we  vx  ould  gi 
what  we  had  for  40  years  in  Western  Europe — a  virtuoi 
circle  where  securit)'  makes  possible  prosperity  and  pro 
perit}'  fortifies  the  forces  of  democracy  and  peace. 

OUR  SCHOOLS 

By  making  a  school  directly  accountable  to  parents,  tl" 
referendum  would  tremendously  improve  performanci 
The  current  system  is  more  interested  in  serving  itsc 
than  in  educating  its  students.  The  initiative,  if  successfu 
will  restore  the  spirit  that  once  animated  public  educati( 
in  this  countiy.  Until  the  1960s  parents  eftectively  coi 
trolled  their  local  schools;  that  is  not  the  case  today. 

Opponents  of  Prop  1 74  claim  the  private  sector  couldn 
build  schools  quickly  enough  for  those  who  might  opt  out  ( 
the  public  system.  This  is  a  red  herring.  Just  the  possibil 
that  parents  could  move  children  out  of  particular  schoo 
would,  in  most  cases,  be  sufficient  to  generate  reform. 

Success  here  will  ignite  similar  measures  nationwide. 


SUNDAY  SERMONS  FOR  SECULAR  AGE 


Maybe  (Maybe  Not) — by  Robert  Eulghum 
(Villard  Books,  $19).  Another  quick-read  col- 
lection of  tiaily-life  obserx'ations  and  anecdotes 
from  folk  philosopher  Eulghum.  The  author 
touches  on  a  number  of  subjects  and  situa- 
tions. Biggest  surprise:  his  attempted  suicide. 
Most  inspiring:  his  conducting  Beethoven's 
Ninth  Symphony  with  the  Minneapolis  ("ham- 
ber  Symphony  orchestra. 
Excerpt:  Unlike  women,  who  tend  to  chanjje 


ROBERT 
Fippi 

mil 

IMMNOri 


purses  to  match  shoes  or  occasion,  men  iisnnl, 
have  one  wallet,  worn  under  all  circumstanc 
whether  it  be  to  clean  out  a  septic  tank  or  attcii 
a  weddinjj.'  Consequently,  the  effects  of  swca 
body  heat,  and  time  give  the  wallet  a  warpci 
lumpish  shape  more  like  a  detachable  lentht 
wart  than  a  billfold. 
Excerpt:  How  will  you  know  someone  rcah 
loves  you  if  they  only  meet  your  expectations  ati 
not  your  needs? 
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It  will  send  the  competitii 


For  years  Mercedes-Benz  has  been 
leading  the  automotive  industry  in  one 
big  game  of  follow  the  leader. 

But  while  other  car  companies  have 
been  trying  to  make  their  cars  as  good 
as  a  Mercedes,  we've  made  ours  better. 


Introducing  the  new  E-Class.  The 
E320,  E420  and  E  500  Sedans,  the  E320 
Station  Wagon,  Coupe  and  Cabriolet. 

One  glance  and  you'll  notice  the 
E-Class  has  a  sleek,  elegant  new  design 
that  is  at  once  as  timely  as  it  is  timeless. 


Sit  inside  and  the  E-Class  is 
fortable  as  any  car  in  its  class.; 
exceedingly  more  comforting,  i 
dically  crafted  front  seats,  for  i| 
are  designed  to  withstand  car 
rear  impacts  of  up  to  30  mph. 


'MSRP  for  an  E320  Sedan  includes  transportation.  Excludes  all  taxes,  title/documentary  fees,  re, 
fees,  and  finance  charges.  Prices  may  vary  by  dealer  E420  shown  at  MSRP  o 


ck  to  our  drawing  board. 


I  the  key  in  the  E320  and  you'll 
ice  a  217  hp  6-cylinder  engine 
Is  most  V8's.  While  the  E420  has 

V8  that  rivals  most  everything. 

there  is  one  place  where  our 
:ion  has  managed  to  catch  up  to 


us.  And  that's  i)rice.  So  come  into  your 
nearest  Mercedes-Benz  showroom  and 
take  a  close  look  at  the  new  E-Class.  Our 
competition  certainly  will. 

For  additional  information  on  the  new 
E-Class,  call  1-800-759-5685. 


tr  prep  charges,  insurance,  optional  equipment,  certificate  of  compliance  or  non-compliance 
'.rcedes-Benz  of  Nortti  America,  Inc.,  Montvale,  N.I.,  Member  of  the  Daimler-Benz  Group. 


The  New  E-Class 
Starting  at  $42,975* 


Other  Comments 


Don't  Answer 

li  nil  Hosniaii  Muslims  had  been 
bottlc-noscd  dolpliins,  would  the 
world  have  allowed  Clroats  and  Serbs 
lo  slaughter  them  by  the  tens  of 
thousands?  If  Sarajevo  had  been  an 
Amazonian  rainforest  or  merely  an 
American  wood  containing  spotted 
owls,  would  the  Serbs  have  been  al 
lowed  to  blast  it  and  burn  it  with 
their  artillery  fue? 

-I^DVVARi)  N.  I.irnvvAK,  Commentary 

There's  Only  One  Choice 

AsMU(  11  AS  any  event  since  the  com 
munisi  collapse,  the  vote  on  NAh'  l'A 
could  define  America's  post-cold  war 
identity.  The  nation's  long  run  eco- 
nomic health,  its  geopolitical  reach, 
even  its  moral  character,  are  very 
much  at  stake  here,  ihe  defeat  of 
NAF'I'A  would  be  the  first  step  in 
precisely  the  wrong  direction — an 
America  looking  inward  rather  than 
outward,  governed  by  fear  rather 
than  reason — and  could  make  turn 
ing  back  iliflicult. 
-V/yc  M  il'  Rcpuhlic 

Gentle  Adjustment 

Hnu.ri'RISi  /.oNi  s  and  a  flat  tax  would 
go  a  long  way  toward  providing  a 
political  environment  for  economic 
growth.  There  is  one  other  feature 
which  I  think  is  equallv  im[)oriant. 
Any  person  on  welfare  who  gets  a  job 
should  not  have  benefits  immediately 
taken  away.  I'he  immediate  termina 
tion  o  I  we  11  a  re  is  an  enormous  disin 
ceiuive  for  someone  who  is  coiitem 
plating  going  to  v\'ork.  When  a  per- 
son gets  a  job,  welfare  should  be 
reduced  by  20%  for  the  first  full  year, 
for  the  second  year  welfare  should  be 

Beetle  Bailey  By  Murt  Walker 


reduced  by  a  cumulative  40%,  and  for 
the  third  year  by  60%,  for  the  fourth 
year  by  80%,  and  the  fifth  year  the 
person  should  be  taken  off  welfare 
completely.  Cairrently  our  govern 
ment  provides  almost  no  incentive 
for  a  person  to  get  a  job. 
-Dr.  Ari  iilir  H.  Lai  i  i:r,  chairman, 
A.B.  Latfer,  V.A.  C:anto  &  Asso- 
ciates, testifying  before  the  U.S. 
Commission  on  Clivil  llights 


It  took  40  years  for  the 
French  to  get  rid  of  their  Com- 
munists in  Parliament.  Why 
expect  the  Poles  to  get  rid  of 
them  in  four? 

PlOl  R  NOWINA-KONOPKA,  a 

Democratic  Union  leader  in 
Poland,  Wall  Street  Journal 

Revise  His  Lesson  Plan 

PRt;sioi;N  r  C^linton  is  right  to  make 
education  apriority.  He  is  wrong  in  his 
understanding  of  what  needs  fixing. 

It  is  fine  to  make  it  pt)ssible  for 
every  qualified  student  to  go  to  col 
lege,  but  there  is  not  much  room  for 
improvement.  If  Mr.  ('linton's  loan 
plan  succeeds  in  significantly  expand 
ing  enrollment,  it  may  damage  uni- 
versity education:  Campuses  will  be 
flooded  with  still  more  students  not 
ready  for  college  material.  That  this 
view  is  elitist  does  not  make  it  wrong. 

(Minton's  desire  for  high  standards 
in  schools  is  appropriate.  Rut  lobbies 
[such  as  I  the  National  Hducation  As- 
sociation and  the  NAACP  oppose 
standarcis  high  enough  to  cause  large 
numbers  of  teachers  and  students  to 
fail,  and  ultimatelv  improve.  Inevita- 


bly, national  standards  will  be  glo 
fied  minimum  competency  exams 

Achievement  among  the  best  s 
dents  fell  substantially  during 
1960s  and  1970s.  |  'I"op)  students 
to  college  in  large  numbers  but  arri 
much  more  poorly  developed  th 
their  counterparts  of  30  years  ago. 

I  We  should]  stop  proposing  sol 
tions  for  things  we  do  well,  think  ab( 
what  students  really  need  |and|  p 
attention  to  the  gifted,  who  will  det<. 
mine  whether  we  remain  the  work 
preeminent  nation  in  the  2  Istcentui 
-(jiARi.KS  Murray,  American  Hntc 
prise  Institute,  New  York  Times 

Guilt  Trip 

Wlll-N  MY  MOIUHR  would  tcll  me  th 
she  wanted  me  to  have  somethiii 
because  she  as  a  child  had  never  hJ 
it,  I  wanted,  or  partly  wanted, 
give  it  back. 

"I'm  going  to  let  you  go  to  tl 
C'entury  Theater  with  your  father  t 
night  on  my  ticket.  I'd  rather  you  sa 
'Blossom  Time'  than  go  myself" 

In  the  C^entury  first  row  balconi 
where  their  seats  always  were,  I'd  II 
sitting  beside  my  father,  carried  total 
away  by  the  performance,  and  the 
suddenly  the  thought  of  my  moth 
staying  home  with  my  brothers,  mis 
ing  the  spectacle  at  this  moment  I 
fore  my  eyes,  and  doing  without 
the  excitement  and  wonder  that  fillc 
my  being,  would  arrest  me  and  I  coul 
hardly  bear  my  pleasure  for  my  guill 
-Hlidora  Wi:i.i"y, 
New  York  Times  Book  Review 

Stop! 

In  Massachliskits,  "Slow  Children 
street  signs  have  been  adjudged  d« 
meaning  and  at  $  1 00  a  pop  are  bcin 
replacecl  by  "Watch  Children"  sign 
But  why  stop  there,  Harleysvi 
Pennsylvania's  Mr.  Jean  Pierre  Ma 
donado  asked  the  Philadelphia  h 
qnircr.  What  about  the  blatant  se> 
ism  of  such  highwav  signs  as  "Yield, 
"Soft  Shoulders,"  "C'urves  Aliead, 
and  "Slippery  When  Wet"? 
-Wi.Ai:)YsiJiw  Pleszc;zynskj, 
The  American  Spectator 
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FEE  SIMPLE 


Understanding  what  business  cards  cost  you  isn't  always  easy.  For  example,  MasterCard®  and  VISA® 
business  cards  actually  are  issued  by  hundreds  of  different  banks.  What's  more,  each  bank  can  vary  its  fee 
iiystem.  One  may  charge  late  fees,  another  adds  delinquency  assessments,  a  third  charges  revolving  interest. 
iA/hy  spend  time  making  sense  of  all  that  when  one  card  makes  it  simple?  American  Express  offers  you  one 
)traightforward  fee  structure  from  one  company  -  so  you  know  what  to  expect.  For  fees  that  are  clear  and 
lhavel  simple,  it's  the  card  you  can  count  on. 

The  American  Express""  Corporate  Card.  It's  all  business. 


bI^bess  Management 


w  1993  American  Express  Travel  Related  Services  Company,  Inc. 


ere  are  mountains  you've  never  climbed. 

Colors  you Ve  never  seen. 
Rhythms  and  songs  you've  never  heard 

In  places  you  never  imagined. 
And  an  airline  you  never  expected  to  fly  you  there. 


K9REANAIR 

Fly  the  spirit  of  dedication" 


I^^^P^'was  n\y  broker Paine^tter, 

^HRling  ^kaut  one  of  my  stocks. 


I  mean,  tk 


ir  it  wasnt  doing  so  well  in  ^  ; 


ml 


tke  tank.  ~  ; 

^11,  stie  started  telling  me 
atout  different  ways  it  could  work 
karder  at  Paine^tLer,  real  ^.^ugl^^ 
conservative  ways.  And  wken  ske 
told  me  kow  tkey  kandle  over  lOO^^H 
tillion  dollars  of  tkeir  clients 
assets,  I  figured  my  20  tkousand  | 
would  te  in  pretty  good  company 
"  :   Now  my  investments  and  savings 
are  witk  one  person  wko  knows  ^^Bj 
kow  I  tkink.  And  for  tke  first  time  ^ 
everytkings  Working  togetker. 
Tkanks  to  a  troker  wko  cared  1^1 
enougk  to  ask. 


Paine'Wfebber 

^  invest  in  relationskips. 


^ommentarv 

events  at  home  and  abroad 

Caspar  W.  Weinberger,  Chairman 


MARKET-ORIENTED  SOCIALISM  VERSUS  THE  FREE  MARKET 


SPITE  THE  FACT  that  the  People's  Republic  of  China  is 
clearly  a  repressive  communist  state,  it  has  recently 
n  portrayed  in  newspaper  articles  as  a  country  that  is 
cessfiilly  "generating  prosperit)'  and  well-being."  One 
h  article  points  out  that  China's  economy  is  the 
stest-growing  in  the  world"  and  that  "moral  judg- 
nts  about  the  Communist  Party's  role  become  more 
nplex."  As  writers  concentrate  on  China's  "prospcri- 
'  they  seem  intent  on  wishing  away  the  repression  and 
shness  with  which  political  dissent  is  treated, 
^lother  article  says  that  "life  has  overwhelmingly  im- 

ved  over  the  last  six  years"  and   

t  "the  peasants  seem  little  inter- 
id  in  challenging  the  Government 
freedom  of  expression  .  .  .  prefer- 
g  to  put  their  energies  into  dcf)'ing 
vernment  limits  on  having  chil- 
n."  These  limits,  of  course,  are 
breed  by  spying. 

t  is  time  for  a  small  sense  of  pro- 
tion  to  enter  the  discussion  before 
;  concludes  that  perhaps  repressive 
nmunism  isn't  so  bad  after  all  if  it 
produce  this  "amazing"  prosper- 
that  some  writers  have  found. 

^or  one  thing,  it  is  primarily  the  southernmost  coastal 
ninces  close  to  Hong  Kong  that  have  experienced 
ticeable  economic  improvements.  This  has  happened 
:ause  these  areas  are  either  allowed  to  or  do  trade 
orously  with  Hong  Kong.  They  also  carry  on  produc- 
n  that  is  exported  to  them  because  wages  in  mainland 
ina  are  still  among  the  lowest  in  the  world. 
To  put  this  "remarkable  economic  growth"  into  proper 
spectivc,  one  must  realize  that  peasants  in  one  of  these 
ithern  villages.  Pan  Shi,  now  earn  an  average  of  $175 
year,  as  compared  with  the  national  average  for 
isants  of  $125.  China's  growth  is  "driven  by  non-state 
ustries,  yet  state-owned  enterprises  still  account  for  half 
industrial  output  and  70%  of  the  urban  work  forces." 
e  Financial  7i'wt'j' reported  last  month  that  "the  prog- 
s  of  state -owned  enterprises  towards  the  adoption  of 
irket-oriented  management  practices  is  painfully  slow." 
It  is  important  to  note,  too,  that  the  1991  GNP  per 
)ita  in  the  PRC  was  $370,  compared  with  $6,330  in 
uth  Korea  and  $8,083  in  Taiwan.  It  is  probable  that 


Factory  in  Shandong  Province:  This  is 
progress  and  prosperity? 


the  People's  Republic  of  China's  per  capita  income  has 
increased  some  since  1991,  but  that  hardly  qualifies  for 
the  roaring  economic  success  story  some  writers  seem  to 
find.  For  a  further  sense  of  proportion,  it  should  be  noted 
that  the  GNP  per  capita  in  the  U.S.  in  1991  was  $22,240. 

None  of  this  ignores  the  fact  that  China  quiedy,  without 
tantare  and  certainly  without  acknowledgment,  has  begun 
to  move  much  closer  to  the  capitalist  road.  Indeed,  some 
Chinese  actually  traveled  on  it  in  areas  of  agricultural 
production.  This  shift  has  made  real  improvements  but 
mostly  in  areas  where  the  state  has  lifted  its  hea\7  hand 
from  state-run  enterprises.  In  short, 
the  "market-oriented  socialism"  and 
the  other  ox7morons  that  some  of 
China's  current  leaders  espouse  have 
not  yet  lifted  the  people's  qualit^'  of 
life  to  anything  resembling  that  at- 
tained by  virtually  ex  erx'  other  Pacific 
Rim  country  except  North  Korea. 

Last  month  the  results  of  a  World 
Bank  study  disappointed  opponents 
of  the  free-enterprise  system.  As  Mi- 
chael Prowse  of  the  Financial  Times 
points  out,  the  theoiy  was  that  the 
economic  dragons  of  East  Asia  had 
found  a  new  formula — a  third  way  to  go  other  than 
capitalism  or  socialism.  The  World  Bank  studied  these 
claims  in  a  gigantic  research  project  involving  eight  leading 
economies,  going  back  many  decades.  The  conclusion  of 
all  this  is  that  "there  is  no  third  way."  Although  there  have 
been  deviations  from  free-market  doctrines  and  interven- 
tions by  some  governments,  "the  bank  argues  that  the 
principal  reason  for  the  region's  success  is  its  adherence  to 
economic  fundamentals,"  writes  Prowse.  People  there 
"studied  longer,  worked  harder  and  saved  more  than  their 
counterparts  elsewhere."  Indeed,  with  respect  to  devi- 
ations from  market  economics,  the  report  finds  that  in 
many  cases  the  Asians'  departure  from  fundamentals  was, 
on  average,  less  than  other  developing  countries'. 

Incidentally,  as  Prowse  correctly  notes,  the  Asian  mir- 
acle was  spurred  on  by  Western  consumers,  particularly 
Americans,  who  bought  Asia's  high-qiialit)'  goods  in  great 
numbers  and  thus  helped  bring  a  prosperit\'  of  astonishing 
proportions  to  most  of  the  Pacific  Rim  countries. 

There  have  been  few  better  arguments  for  free  trade.  H 
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When  Lisa  was  born 
her  Idchieys  didn't  work. 
So  we  helped  Lisa  s  mother 
learn  to  care  for  her. 


And  let  Lisa  grow 
up  at  home. 


Aetna's  Individual  Case  Managers  help 
people  who  aie  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors.  In  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importantly, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like  ^^^^fl 
home,  for  instance.  With  family. 
Aetiia.  A  policy  to  do  morel"  ^^^H 


©  1 992  Aetna  Life  and  Casualty  Company 


FOOTVVEAR    NECKWEAR    LEATHER  OUTERWEAR  ACCESSORIES 

THE  EDINBURGH   DRESS  SHOE  IS  AVAILABLE  AT  BALLY   OF   SWITZERLAND  SHOPS 
GLOBE  SHOE  —  SAVANNAH,   MACY  S  —  ATLANTA  CALIFORNIA 
AND  WORLD  CLASS  FOOTWEAR  —  FLORIDA 
TO  RECEIVE  A  FREE  BROCHURE  PLEASE  WRITE 
EDWARD    ONE  BALLY  PLACE,  NEW  ROCHELLE,  NY   10S01  THE  DIFFERENCE  BETWEEN  DRESSED 


Manhandled  by  mandates 


Thh  shark     thk  kc:c)nc)MV  controlled  by 
government  hands  continues  to  grow,  and  at  an 
accelerating  pace.  Washington  politicians — 
Congress  and  also  now  the  Clinton  Administra- 
tion— have  grown  skilled  at  finding  little-no- 
ticed ways  to  perpetuate  and  expand  their  con- 
trol without  directly  spending  tax  dollars. 

Their  method,  of  course,  is  mandates,  laws 
that  require  other  parties  (companies,  state  and 
local  governments)  to  pay  the  cost  of  new 
regulations.  The  best  current  example  is  the 
looming  health  insurance  overhaul.  Even  al- 
lowing for  some  negotiating  with  the  Republi- 
cans, the  Clinton  plan  will  transfer  to  govern- 
ment control  a  sector  that  is  now  14%  of  Gi:)r  and 

Next  victim:  mutual  funds? 

USHRFEKS  PAID  BY  COMPANIHS  and  individuals 
subject  to  federal  government  regulation  to- 
taled $4.1  billion  in  1991  (the  latest  complete 
data  available),  says  a  new  Congressional  Bud- 
get Office  study.  That's  up  from  $1.5  billion 
in  1986.  Congress  has  booked  95%  of  those 
regulatory  fee  increases  as  budget  "savings." 
Which  is  like  saying  that  if  you  can  get  your 
spouse  to  pay  $200  for  the  groceries  this 
month,  then  your  family  has  saved  $200.  Bud- 
get expert  John  Cogan,  a  senior  fellow  at  the 
Hoover  Institution,  is  outraged.  Business,  he 
says,  is  being  forced  "to  pay  for  the  privilege  of 
being  regulateti — and  the  politicians  call  that  a 
reduction  in  [government]  spending." 

A  newish  twist  is  that  government  has  been 
coercing  industries  such  as  drugmakers  to  go 
along  with  these  increases.  In  September,  for 
instance,  the  Health  Industiy  Manufacturers 
Association  decided  to  negotiate  new  user 
fees,  too.  The  Faustian  bargain.!"  '■'■First  they  bu- 


growing.  Yet  business  will  pay  most  of  the  bill 
through  mandates. 

Thomas  D.  Hopkins,  the  Arthur  J.  Gosnell 
professor  of  economics  at  Rochester  Institute  of 
Technology,  has  tried  to  estimate  the  cost  of 
all  regulations  and  mandates.  This  year,  he  fig- 
ures, the  cost  will  come  to  at  least  $615  bil- 
lion. That's  10%  of  GDP.  It  could  be  more,  Hop- 
kins warns,  given  the  recent  resurgence  of 
mandates  and  regulatit)ns. 

"These  costs  are  clearly  rising  somewhat 
faster  than  I  had  projected,"  says  Hopkins. 
Since  his  estimate,  for  example.  Congress  has 
reregulated  the  cable  industiy  and  mandated 
that  employers  provide  family  leave. 


reaucratize  the  FDA  to  the  extent  that  it  takes 
seven  years  to  get  a  new  drug  approved,"  says 
Cogan.  "Then  they  work  out  a  deal  where  if 
the  industiy  concedes  higher  fees,  the  money 
will  be  used  to  speed  approvals."  Some 
bargain. 

Now  the  Clinton  Administration  and 
House  Democrats  (led  by  Banking  Committee 
Chairman  Henr)'  Gonzalez)  are  toying  with 
the  idea  of  extending  the  Communit)'  Reinvest- 
ment Act  to  cover  mutual  funds  and  other 
institutions.  This  law  requires  banks  to  invest  in 
the  inner  cities,  so  bankers  like  the  idea  of 
roping  in  the  mutual  fiinds,  thereby  forcing 
their  competitors  to  share  the  burden. 

House  Democrats  are  also  moving  to  force 
insurance  companies  to  disclose  where  they  sell 
auto  and  homeowners  policies.  The  idea?  If 
the  data  show  that  insurers  "redline"  inner  cit- 
ies. Congress  will  tn,'  to  legislate  them  into 
doing  more  business  there. 


Over  $6,300  a  yeai*  in  hidden  taxes 


State  and  local  governments  are  also  be- 
ing nicked  by  Washington.  According  to  the 
Ativison'  Commission  on  Intergovernmental 
Relations,  during  the  1980s  Congress  enacted 
27  laws  imposing  new  regulations  and  ex- 
penses on  state  and  local  governments;  this 
compares  with  just  22  such  laws  in  the  1970s. 

A  thousand  cities  and  counties  plan  a  Na- 
tional Unfi-incied  Mandate  protest  on  Oct.  27. 
One  expensive  example  of  what  they'll  be  pro- 
testing: State  and  local  governments  must  now 
pay  a  quarter  of  the  cost  of  meeting  federal 
environmental  mandates.  For  each  household, 
Columbus,  Ohio  will  spend  $3,375  (in  1992 
dollars)  over  the  next  ten  years  on  this  item 
alone,  says  Michael  Pompili,  Columbus'  assis- 


tant commissioner  of  health.  And  Columbus' 
costs  are  about  average,  he  says. 

Washington,  meanwhile,  has  slashed  the  aid 
that  used  to  go  to  local  government.  Result: 
Local  taxes  have  been  rising  faster  than  either 
state  or  federal  levies  since  the  mid-1980s.  Na- 
tionwide, local  real  estate  taxes  rose  to  $3.48 
per  $100  of  personal  income  in  1991,  up  from 
$3.12  in  1982,  reversing  the  downward  trend 
produced  by  the  tax  revolt  of  the  1970s. 

The  total  cost  of  all  these  regulations  and 
mandates  comes  to  at  least  $6,300  per  house- 
hold per  year,  says  Rochester's  Thomas  Hop- 
kins. And  maybe  much  more.  The  politicians 
may  call  them  mandates,  but  for  the  economy 
they  are  as  bad  as  taxes.    -Janet  Novack  H 
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BY  ROBERT  ROSINSTEIN 


Current  241.5* 
Previous  240.0 
Percent  change  0.6% 

The  Forbes  Index  (i967=ioo) 

245 


235 
225 
215 
205 
195 
185 
175 
165 
155 
145 


The  Commerce  Department's  index  of  leading  indicate: 
calculated  by  the  Bureau  of  Economic  Analysis,  rose  a  fi 
percentage  point  in  August,  while  in  September  t 
Conference  Board's  consumer  confidence  index  surgji 
5.6%.  Brown  Brothers  Harriman  economist  Edwa 
Campbell  expects  real  annualized  growth  of  3%  over  t 
next  four  quarters.  That  would  be  a  substantial  improv 
ment  from  the  second  quarter's  1.9%.  But  he  says  it  woi 
be  enough  to  get  unemployment,  recently  6.7%,  down 
more  than  a  tenth  of  a  percentage  point. 


'Preliminary 


Other  key  rates 

Source 

Status 

Prime  rate  HHft 

Chase  Mannattan  Bank 

6.0' 

Auto  sales  year  to  date  vs  1 392' 

Ward's  Automotive 

6.8^ 

Index  of  leading  Indicators  Aug  vs  July 

Dept  of  Commerce 

1.0?^ 

Trade  balance  12  months  ended  July  1993 

Dept  of  Commerce 

-$106 b 

All-commodity  producer  price  index  Aug  vs  July' 

Dept  of  Labor 

-0.4'?^ 

GDP  2nd  quarter  vs  tst — annualized  growth 

Dept  of  Commerce 

\.n 

M2  (3-month  change) — annualized  growth' 

Federal  Reserve 

3.37J 

■79 


■81 


■83 


'85 


■87 


■89 


'91 


'93 


'  U.S. -based  manufacturers,  excludes  imports,  as  of  9/20/93.  ^Wholesale  goods.  ^  Includes  t 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements.-  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services    •  Total  index 


140 


130 


270 


210 


150 


Inventories    •  New  orders 


n 


Consumer  price  indexes  (1982-84  average=;100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


90 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  ad|usted  (Dept  of  Commerce) 


3300 


3100 


2900 


Industrial  production  index  (1987=100) 
seasonally  adiusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2700 


Personal  income  (Sbiilions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


460 


410 


360 


liiMI. 


175 


155 


310  - 

New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


JASONDJFMAMJJA 


145 


f 


Retail  sales  ($biiiions), 

seasonally  adjusted  (Dept  of  Commerce) 


720 


Consumer  installment  credit  ($billions)  total 
seasonally  adjusted  (Federal  Reserve) 


JASONDJ   FMAMJ  JA 


JASONDJ    FMAMJ  JA 
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More  Sensible  Than  The  Swedes. 

Who  said  a  car  has  to  be  Swedish  to  be  safe?  Introducing  the  1994  Alfa  Romeo  164LS.  An 
automobile  that  proves  safety  doesn't  necessarily  have  to  come  in  a  box.  Underneath  the 
164's  gorgeous  Pininfarina  exterior  you  will  find  front  and  rear  crumple  zones,  a  driver's  air 
bag,  side-impact  beams  in  each  door,  and  the  latest  Bosch  anti-lock  ABS 
braking  system. 

And  when  you  consider  that  the  164LS  has  free  scheduled  maintenance  for  3  years  or  36,000 
miles* and  more  power  than  the  Saab  9000CDE  Turbo  or  the  Volvo  960,  it  becomes  obvious  that 
the  potent  Alfa  Romeo  164LS  is  as  sensible  as  it  is  beautiful. 


More  Powerful  Than  The  Germans. 

With  210  horsepower,  the  24-valve,  all-aluminum  V6  engine  in  the  164LS  is  even  more  powerfu 
than  the  BMW  525i,  the  Mercedes-Benz  300E  2.8  and  the  Audi  lOOCS. 

The  164  also  has  the  power  to  endure.  With  computer-controlled  Boscn 
Motronic  iuel-injection,  direct-firing  distributorless  ignition,  a  large  oi 
cooler  and  a  stainless  steel  exhaust  system.  Of  course,  power  has  its  price, 
right?  Not  with  the  Alfa  Romeo  164LS.  It  also  costs  less.** 


More  Beantifnl  Than  You  Imagined. 

As  for  beauty,  the  164's  Pininfarina  styling  speaks  for  itself 
And  it's  just  as  beautiful  inside,  with  a  complete  leather 
interior,  remote  security,  sunroof,  heated  front 
seats  and  all  the  other  features  you 
expect  in  a  performance  sedan 
of  this  caliber. 

Test  drive  the  new  164  LS. 
It  has  the  beauty,  power  and 
safety  you're  looking  for  and  its 
all  in  one  world-class  automobile. 
For  more  information,  or  your 
nearest  dealer,  call  1-800-245-ALFA 

Introducing  the  new  1994  Alfa  Romeo  164LS. 


THE  POWER  TO  EXPRESS  YOURSELF 


*See  your  dealer  for  details.  **Based  on  1994  manufacturer's  suggested  retail  price  for  the  164LS  and  I99'.i  manufacturer's  suggested 
retail  prices  for  competitive  makes.  Actual  prices  are  set  by  dealer  and  may  vary.  ©199.3  Alfa  Romeo  Distributors  of  North  America. 


Amidst  all  the  bad  news  coming  out  of  Russia,  there's  one  bit  of 
economic  cheer  on  the  horizon:  Its  space  industry  is  emerging  as  a 
major  supplier  of  commercial  rocket  launches. 

Race  to  the 
marketplace 


By  Peter  Fuhrman 

Assuming  that  the  political  crisis  in 
Moscow  doesn't  spin  totally  out  of 
control,  in  early  November  the  U.S. 
government  will  announce  that  the 
National  Aeronautics  &  Space  Ad- 
ministration has  a  new  prime  supplier 
for  its  $19.4  billion  space  station: 
the  onetime  archrival  Russian  space 
industry. 

The  ciecision  not  only  will  call  a  halt 
to  the  35-year-old  competition  in 
space  between  the  American  and  Rus- 
sian governments,  but  also  makes 
business  sense.  Over  the  next  ciecade 
the  Russian  Space  Agency  should  earn 
$1  billion  or  more  selling  to  NASA 
space  station  living  quarters,  docking 
equipment,  rockets  to  feny  cargo  and 
astronauts  to  the  station,  and  emer 
gency  capsules  to  bring  crews  back.  It 
these  were  built  by  NASA  and  U.S. 
suppliers,  they  could  cost  $10  billion 
or  more  and  push  back  the  station's 
completion  date  by  five  years. 

In  addition  to  saving  money  and 
possibly  rescuing  the  space  station 
firom  budget  cutters,  the  deal  is  a 
payoff  to  the  Russian  government  for 
complying  with  rules  limiting  the 
spread  of  ballistic  missile  technology. 

The  new  Russian  competition  is, 
long  term  at  least,  good  news  for  the 
emerging  commercial  space  industry, 
which  launches  satellites  for  uses 
ranging  from  telecommunications  to 
surveying  mineral  deposits.  This  $5 
billion  industiy  is  dominated  by  U.S. 
companies,  including  Locldieed,  Lor- 
al, Rockwell,  GM  Hughes  Electronics 


and  Martin  Marietta. 

It  would  have  grown  even  faster 
than  the  30%-plus  a  year  it  achieved, 
but  for  the  astronomical  cost  of 
launching  a  satellite.  Before  the  Rus- 
sians got  in,  the  business  had  become 
a  cartel.  The  price  for  launching  a 


t\'pical  3 -ton  telecommunicatit 
satellite  into  geostationan'  orbit  1 
been  rigged  at  around  $60  millior 
roughly  the  cost  of  the  satellite. 

Now  the  Russians  are  coming,  a 
the  launch  cartel  is  worried.  In  i 
first  and  only  case  where  thev  wi 
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rniittcd  to  tender,  the  Russians 
)n  hands  down.  The  Russians  bid 
$36  million  to  use  a  tour-stage 
it)ton  rocket  to  launch  a  communi- 
itions  satellite  into  geostationary  or- 
;  for  London-based  himarsat,  the 
];ernational  maritime  cooperative, 
le  Russians  bid  some  $25  million 
;s  than  the  Americans  and  Europe - 
s,  and  half  the  bid  from  the  newly 
:ated  Japanese  space  program. 
Russia's  four-stage  Proton  carries  a 
:ellite  all  the  way  to  final  geostation- 
/  orbit,  22,300  miles  above  earth, 
estern  launchers  push  the  satellite 
to  low  orbit,  and  then  use  boosters 
I  the  satellite  to  reach  geostationary 
bit.  This  can  use  a  lot  of  a  satellite's 
el,  required  to  maintain  it  in  precise 
)sition,  which  limits  the  bird  to 
out  7  years'  sei'vice.  The  Russian 
:hnique  can  prolong  satellite  life  to 
\  years  or  more . 

Another  Russian  advantage  is  that 
eir  crude,  olcTdesign  rockets  (often 
sed  on  World  War  II  German  rock- 
»)  are  veiy  reliable.  Proton,  Soyuz 
d  the  other  Russian  rockets  used  in 
e  civil  space  program  have  failure 


Calling 

Moscow 

Centre 


A  Proton  rocket 
in  preparation 
at  the  Khrunichev 
factory  near 
Moscow 
Cheaper 
because  they 
take  just  11 
months  to  build. 


Boris  Chirj<ov  couldn't 
help  but  smile  when  he  fust 
heard  about  Motorola's 
Iridium  project.  '"We  de- 
signed and  built  an  al 
most  identical  system  23 
years  ago,"  says  the  ami- 
able deput)'  director  gener- 
al of  the  Russian  Satellite 
Communications  Co.  with 
undisguised  pride. 

ChirkoN'  is  blowing  the 
cover  of  the  kgb's  still  func- 
tioning secret  communi- 
cations service.  It  uses  36 
small  conimimications 
satellites  in  a  low-earth  or- 
bit about  800  miles  up. 
Each  satellite  has  a  backup 
in  case  of  failure.  The  sat- 
ellites were  launched,  eight 
at  a  time,  by  the  Russian 
military,  beginning  in 
1970,  and  have  been  re- 
placed regularly  since. 

Chirkov,  who  helped 
design  the  system,  explains. 
"A  KC.R  spy  living,  for  ex- 
ample, in  [Washington, 
D.C.'sJ  Foggy  Bottom 
has  a  small  terminal  the  size 
of  a  calculator.  Messages 
are  encrvpted  into  a  string 
of  numbers,  and  the  sp)' 
uses  a  handy  guide  to  work 


out  where  in  the  sky  the 
nearest  satellite  is  at  the 
time.  Point  the  terminal 
at  the  satellite,  press  a  but- 
ton, and  five  seconds  later 
the  signal  is  received  at  the 
Lubyanka." 

In  principle,  the  KGB 
sN  stcm  and  Iridium  are  sim- 
ilar: Satellites  in  low  or- 
bits require  little  power  in 
the  terminal  sending  the 
signal.  The  main  difference 
with  Iridium,  Chirkov 
notes,  is  that  it  works  two 
ways  to  allow  conversa- 
tion. The  Kc.i'.'s  s\  stem 
worked  just  one  way.  Says 
a  tongue-in-cheek  Chir- 
kov: ''Totalitarian  sys- 
tems only  need  one-way 
communication."  Espe- 
cially with  spies. 

But  surely,  we  ask 
Chirko\-,  the  U.S.  has  long 
known  about  the  KGB  sys- 
tem and  w  as  able  to  inter- 
cept its  signals.^  "The  KGB 
has  always  closely  moni- 
tored for  an\'  sign  the  sys- 
tem's security  has  been  bro- 
ken. But,  as  far  as  I  know, 
there's  been  no  e\  idence 
this  has  happened." 


rates  of  3%,  versus  a  failure  rate  of  over 
5%  for  Europe's  Ariane  rocket,  Martin 
Marietta's  Titan  and  General  Dyna- 
mics' Atlas.  Russian  launchers  will 
therefore  incur  lower  insurance  costs 
(now  16%  to  20%  of  the  value  of  the 
satellite). 

Were  the  Russians  lowballing  to  get 
a  foot  in  the  door.^  No,  says  Yuri 
Milov,  a  deputy  director  of  the  Rus- 
sian Space  Agency.  He  says  the  Rus- 
sians allowed  themselves — on  the  ba- 
sis of  their  own  accounting — a  mark- 
up of  something  close  to  100%. 

Threatened,  American  and  Euro- 
pean rocketmakers  screamed  to  their 
governments  for  protection,  especial- 
ly the  Europeans.  'Tf  [Russia]  enters 
the  world  market  with  its  huge  satel- 
lite latuich  capacity  with  cheap 
prices,"  fumes  Werner  Heinzmann,  a 
board  member  at  Daimler-Benz's 
Deutsche   Aerospace   subsidiaiy,  a 


prime  Ariane  contractor,  "it  will  spark 
a  massive  round  of  competition." 

Isn't  competition  good?  Not  to 
cartel  members  it  isn't,  and  the  gov- 
ernments concerned  bowed  to  the 
cartel.  Yielding  to  pressures  from  the 
U.S.  and  Western  European  govern- 
ments, the  Russians  agreeti  last 
month  to  a  limit  of  eight  commercial 
launches  into  geostationary  orbit  im- 
til  the  year  2000.  U.S.  satellite  maker 
Loral  immediately  snapped  up  an  op- 
tion for  five  of  the  eight. 

The  Russians,  who  are  marketing 
Proton  launches  in  the  West  with 
Lockheeci,  raised  the  prices  for  the 
allowable  eight  launches  to  around 
$60  million. 

But  this  cozy  extension  of  zero 
price  competition  for  launches  will 
not  last  long.  The  Russians  say  they 
expect  that  all  quotas  and  price  limits 
on  geostationary'  launches  will  end 
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A  problem  for  Russia:  Its  main  cu_,H:>ju;uiiie,  Baikonur,  is  in  Kazakhstan 
Will  Russia  switch  civil  launches  to  Plesetsk,  near  the  Arctic  Circle? 


after  2000.  More  important,  the  Rus- 
sians got  agreement  that  no  quotas 
will  be  placed  on  launches  to  lower 
orbits. 

The  Russians  have  already  won  a 
$200  million  contract  to  use  the  Pro- 
ton rocket  to  put  2 1  of  the  66  Iridium 
satellites  into  a  low-earth  polar  orbit 
600  miles  up.  They  have  experience. 
The  KGB  has  had  its  own,  similar,  low- 
orbit  communications  system  for  20 
years  (see  box,  p.  43). 

Khrunichev,  the  once-secret  Mos- 
cow factory  that  builds  Proton,  used 
the  down  payment  from  Iridium  to 
buy  equit)'  in  this  venture.  Alexander 
Lebedev,  Khrimichev's  deputy  direc- 
tor, showed  Forbes  eight  shiny  alu- 
minum Protons  lying  on  their  sides  in 
the  huge  assembly  hangar.  He  proud- 
ly explained  that  it  takes  just  11 
months  to  build  a  Proton.  Europe's 
Ariane,  which  has  won  60%  of  the 
orders  for  launching  geostationar)' 
satellites,  takes  three  years  to  build — a 
good  reason  Russian  launches  are  so 
much  cheaper. 

Two  years  after  Iridium  enters  ser- 
vice in  1996,  Inmarsat  plans  to  mau- 
gurate  a  competing  global  mobile 
phone  serx'ice.  It  will  probably  use  12 
powerful  U.S. -built  satellites 
launched  into  a  high  orbit,  6,000 
miles  up,  using  Russian  rockets.  This 
will  cut  costs  by  enough,  Inmarsat 
believes,  to  allow  it  to  charge  around 
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$2  a  minute  for  calls,  one-third  less 
than  Iridium  is  anticipating.  Both 
Iridium  and  Inmarsat  plan  to  replace 
their  satellites  every  seven  years  or  so. 
This  means  a  steady  demand  for  rock- 
et launches. 

Increased  demand  and  the  advent 
of  the  Russians  will  increase  competi- 
tion, and  costs  will  fall.  That  will  spur 
demand  hirther  for  such  commercial 
uses  of  satellite  techology  as  air  traffic 
control,  measuring  pollution  emis- 
sions and  scientific  research  on  small 
orbiting  laboratories. 

Other  rockets  formerly  used  in  So- 
viet ballistic  missiles  are  being  adapted 
for  civil  use.  These  include  subma- 
rine-launched k:bms  made  by  kbm  in 
the  once  closed  Siberian  cit\'  of  Che- 
h  abinsk.  And  STL  in  Moscow  reports 
it  has  a  large  inventory  of  Siberian- 
built  SS-20  intercontinental  missiles. 


(In  addition,  a  Ukraine  factor\'  ho| 
to  get  into  space  with  the  Zenit 
rocket  used  in  the  Soviet  ci\'il  sp^ 
program . ) 

Russia's  main  problem  is  that 
prime  launch  site,  Baikonur,  is  o 
side  its  present  border,  in  Kazakhsti 
where  the  Kazakh  government 
threatening  to  take  control  of  ij 
cosmodrome.  So  the  Russians 
opening  up  their  military  launch  b; 
at  Plesetsk,  near  the  Arctic  Circle, 
civilian  launches. 

The  Russian  Space  Agency  s< 
working  on  the  station  as  businc 
pure  and  simple.  "We  can  save  t 
U.S.  $10  billion  on  the  space  stati 
program,"  claims  Boris  Ostroumfl 
who  is  in  charge  of  Russia's  mann 
missions.  "We  should  be  able  to  kc 
one-third  of  the  amount  we  save." 

Aside  from  commercial  launch 
the  NASA  space  station  will  be  ti 
world's  only  major  civil  program  i 
the  next  decade  at  least.  Russia  cann 
afford  to  build  a  replacement  for 
seven-year-old  Mir  and  has  dropp 
any  idea  of  manned  missions  to  Mi 
(see  box,  below).  There  is  a  remarkat 
contrast  between  the  ebullient  mo« 
at  the  Russian  Space  Agency 
buoyed  up  by  the  prospect  of  payii 
work — with  the  near  despair  found 
America's  once  proud  space  prograi 
which  is  coming  off  one  of  the  woi 
periods  in  its  histor\'.  This  summer 
took  four  attempts  to  launch  the  shi 
tie  Discovery.  A  Titan  rocket  explo 
ed,  destroying  militar\'  reconnai 
sance  satellites  costing  $1  billion,  t 
$950  million  Mars  Obser\'er  was  lo 
and  a  $67  million  weather  satellii 
was  put  into  a  useless  orbit. 

In  his  desperate  efforts  to  hang  c 
to  power,  Boris  Yeltsin  can  use  a  bit 
economic  encouragement.  This  ot 
won't  hurt. 


Cancel  that 
tHp  to  Mars 


Russian  scientists  say 
that  seven  years  of  study  of 
cosmonauts  sent  for  peri- 
ods of  up  to  one  year  on  the 
space  station  Mir  have 
confirmed  earlier  Russian 
conclusions  that  inter- 
planetar}'  travel  is  not  prac- 
tical (Forbes,  Mar.  6, 
1989).  In  addition  to  loss  of 
muscle  (it  soon  returns 


back  on  earth)  and  bone 
(where  the  damage  is  per 
manent),  the  Russians 
have  uncovered  a  crucial 
medical  problem.  In  mi- 
crogravit>',  the  body's  im 
mune  system  stops  func 
tioning.  Antibiotics  help, 
but  they  lose  effectivenes 
after  onlv  a  few  months 
-P.F. 
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jter  a  series  of  rebuffs  that  would  have  discouraged 
Jesser  man,  Sandy  Weill  has  emerged  as  one 
the  top  personalities  in  Amencan  finance. 

Deputy  dog 
pecomes  top  dog 

i  Dana  Wechsler  Linden 


S  BEEN  (WHR  A  YEAR  sincc  Priiiierica 
lairman  Sanford  Weill  stopped 
oking  his  beloved  Te  Amo  cigars — 
lich  his  employees  and  grandchil- 
tn  reluctantly  tolerated. 
Two  stories  are  making  the  rounds 
to  why  that  happened.  One  is  that 
1  grandson  Tommy  asked  him  to 
•p.  The  other  is  that  his  chief  finan- 
|1  officer  bet  him  he  couldn't  stop 
r  a  year.  The  bet:  $1,000. 
Not  that  Weill,  now  worth  at  least 
lOO  million  since  his  recently  an- 
lunced  takeover  of  Travelers  Corp., 
eds  the  money.  "Sandy  doesn't  like 
!lose  a  bet,"  says  Kenneth  Bialkin,  a 
adden,  Arps  partner  and  Weill's 
iigtime  lawyer. 

iBialkin  is  putting  it  mildly.  An  in- 
ise,  driven  man,  Weill  hates  losing, 
hen  he  does  lose,  he  is  soon  plotting 
(w  to  recoup  on  the  loss.  Thus, 
spite  setbacks  that  would  have  side- 
ed  many  lesser  men,  Weill  has  swal- 
jved  one  floundering  financial  firm 
er  another  and  kiiit  them  together 
:o  an  $89  billion  (estimated  assets 
er  Travelers  acc]uisition)  financial 
•\  !ccs  group  that  is  within  an  acqui- 
lon  or  two  of  surpassing  $130  bil- 
n  (  assets)  giant  Merrill  Lynch. 
iWeill's  company  is  now  a  major 
u  cr  in  brokerage,  investment  bank- 
i,  and  insurance  of  all  sorts.  He 
)n't  stop  there.  At  age  60  he  is  just 
ting  his  stride. 

Weill's  is  no  empire  built  on  a 
ister  strategy  or  some  management 
nsultant's  synergistic  vision  of  what 
hnancial  sendees  supermarket 
ould  look  like.  What  differentiates 
n  from  many  corporate  empire 
tilders  of  recent  years  is  that  he  is 
Lich  more  than  just  a  financial  whiz. 


He  is  also  a  second-to-none  business- 
man, with  no  fears  of  getting  his 
hands  dirty.  A  former  colleague  re- 
calls how  one  Saturday  night  after  a 
major  acquisition  in  the  late  1970s, 
Weill  showed  up  in  the  back  office  in 
his  pajama  top — just  to  make  sure  the 
transfer  of  customer  accounts  was  ac- 
complished without  hitches. 

Now,  the  grittjy',  blunt-spoken 
scrapper  has  made  the  biggest  bet  of 
all  in  swallowing  Travelers.  The  ac- 
c]uisition  of  the  nation's  tenth-largest 
insurer — for  $4.2  billion  in  stock — 
will  more  than  double  the  size  of 
Primerica's  assets. 

As  he  has  done  in  the  past,  Weill  is 
losing  no  time  shedding  the  old 
name,  Primerica,  and  adopting  the 
more  established,  prestigious  name  of 
his  latest  acquisition.  Around  year- 
enci,  Primerica  becomes  Travelers. 

What  will  Weill  do  with  his  latest 
prize.^  Count  on  him  to  move  in 
quickly  to  prune  costs — and  lop  off 
any  pieces  that  aren't  pulling  their 
weight.  Consider  the  prune-and-lop 
job  he  did  as  president  of  American 
Express,  when  Chairman  James  Rob- 
inson asked  him  in  December  1983  to 
turn  arounci  the  company's  ailing 
Fireman's  Fund  insurance  subsidian'. 

In  what  was  calleti  the  December 
debacle,  Weill  fired  nearly  one  out  of 
every  ten  Fireman's  Fund  employ- 
ees— including  many  senior  execu- 
tives. He  put  in  a  new  system  for 
measuring  managers'  performance. 
Instead  of  rewarding  them  for  in- 
creasing undenvritings,  Weill  tracked 
e\'cr)'  branch's  return  on  capital. 

Weill  identified  Fireman's  subsid- 
iaries that  he  felt  weren't  contributing 
to  the  bottom  line — although  each 


supposedly  had  a  "strategic"  pur- 
pose. Out  they  went.  One  joint  ven- 
ture, with  Hong  Kong-based  Jardine 
Matheson,  was  supposed  to  be  a  foot 
in  the  door  to  the  Pacific  Rim;  anoth- 
er, based  in  London,  was  to  be  Fire- 
man's Fund's  stepping-stone  in  Eu- 
rope. The  highly  practical  Weill  isn't 
interested  in  stepping-stones;  he's  in- 
terested in  core  markets.  If  a  business 
wasn't  central  to  the  company's  U.S. 
undenvriting  business  and  wasn't 
earning  a  proper  return  on  its  capital, 
it  had  to  go. 

Trax  elers  already  this  year  has  sold 
over  $1  billion  of  problem  real  estate, 
but  Weill  thinks  it  has  been  sluggish  in 
shedding  its  real  estate  problems.  He 
told  analysts  last  month  that  another 
$2  billion  of  the  insurer's  $5.1  billion 
of  bad  real  estate  will  be  gone. 

What  makes  Weill  the  drix'en  man 
he  so  obviouslv  is.^  A  peculiar  mixture 
of  insecurity  and  self-confidence.  He 
was  raised  in  a  tliree-family  house  in 
Flatbush,  Brooklyn,  where  his  father, 
a  Polish  immigrant,  was  a  moderately 
successful  dress  manufacturer.  Weill 
graduated  from  Cornell  University'  in 
1955,  and  tried  to  break  into  Wall 
Street.  Rejected  by  the  broker  train- 
ing programs  at  Merrill  Lynch,  Bache 
and  Harris  Upham,  Weill  finally  land- 
ed a  job  as  a  $35-a-week  messenger  at 
Bear,  Stearns. 

In  1960,  when  Weill  was  27,  he  and 
three  friends  scraped  together 
$200,000 — mostly  borrowed  from 
relatives — and  opened  their  own  se- 
curities firm. 

Wall  Street  laughed  at  the  young 
firm.  Later  it  dubbed  Cogan,  Berlind, 
Weill  &  Levitt— Corned  Beef  With 
Lettuce.  Weill's  unpolished  ways 
didn't  much  help  the  firm's  image. 
Style  was  never  Weill's  high  point:  In 
a  business  where  grooming  is  consid- 
ered important,  he  was  a  careless 
dresser. 

Ignoring  the  jeers,  the  ambitious 
little  outfit  snapped  up  a  string  of 
venerable  brokerages  that  were  failing 
because  of  the  SEC's  ending  of  fixed 
commissions  or  from  back  office 
problems:  Hayden  Stone  in  1970, 
Shearson  Hammill  in  1974  and  Loeb 
Rlioades,  Hornblower  in  1979. 
Where  did  they  get  the  capital?  They 
didn't  need  much.  The  New  York 
Stock  Exchange,  member  firms  and 
the  SEC  were  happy  to  see  the  firms 
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Sandy  Weill 


Primerica  Chairman  Sandy  Weill 

A  peculiar  mixture  of  insecurity  and  self-confidence. 


rescued  from  insolvency  no  matter 
who  did  the  rescuing.  Take  the  prob- 
lems, take  the  firm. 

Weill  developeci  a  rare  interest  in — 
and  talent  for — operations.  Many  of 
the  firms  he  was  buying,  along  with 
their  competitors,  were  failing  be- 
cause their  inefficient  back  offices 
couldn't  handle  the  era's  booming 
trading  volumes.  "Some  managers 
just  read  the  top  sheet  of  a  file  and 
make  a  decision.  That's  not  Sandy," 
says  John  Byrne,  who  succeeded  Weill 
as  head  of  Fireman's  Fund. 

"In  those  days,  most  people 
thought  the  back  office  was  for  people 
in  green  eyeshades,"  recalls  former 
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partner  Roger  Berlind.  "But  Sandy 
was  fearful  of  anything  going  wrong 
down  there.  He  became  tamiliar  with 
it."  Weill's  firm  dex  clopcd  one  of  the 
most  modern  and  efficient  back  of- 
fices on  Wall  Street. 

By  1979  Shearson  Loeb  Rlioades 
had  grown  to  become  the  second- 
largest  brokerage  firm  in  the  U.S., 
after  Merrill  Lynch.  In  1981  Weill 
sold  his  firm  to  American  Express. 

Was  he  retiring  to  enjoy  his  consid 
erable  success.^  No  possible  way.  Weill 
more  likely  \'iewed  the  transaction  as  a 
preliminan'  to  taking  over  manage- 
ment of  American  F^press  itself  Self- 
confident  as  usual,  Weill,  seemingly 


in 


humble,  accepted  the  number  r 
job  at  American  Express — "dep 
dog,"  as  Weill  called  the  post.  C'lcaj 
he  lK)ped  to  become  top  dog. 

American  Express'  then  be 
James  Robinson,  had  other  idc 
Weill  left  in  1985. 

Far  from  squelched  by  this  setba 
the  following  year  Weill  offered  to  d 
together  a  $1  billion  investment 
then  floundering  Bank  of  Ameri 
The  ner\  e  of  the  man!  The  offer  v 
rudely  turned  down. 

In  mid- 1986  he  discovered  Ba! 
more-based  Commercial  (Credit, 
down-at  the-heels  consumer  iinAV 
company.  It  wasn't  much,  but  it  v 
liis  and  it  was  a  foot  in  the  door 
took  it  public  for  $850  million,  stai 
cd  a  ruthless  round  of  cost  cuttii 
and  within  two  to  three  years  turn 
the  company  around.  Between  19 
and  1992  earnings  grew  at  a  coi 
pound  annual  rate  of  23%.  In  1988 
bought  Primerica  Corp.  for  $1.5  Ll 
lion  of  Commercial  Credit  stci 
and  cash. 

A  lot  of  people  scoffed — FoRR 
included.  Primerica  was  the  creati< 
of  w  heeler-dealer  Gerr)'  Tsai,  and  T 
didn't  gi\e  things  away.  FoRBI 
among  others,  thought  Weill 
been  taken.  He  hadn't  been. 

Last  March  Weill  scored  a  triump 
American  Express,  having  fouled 
the  integration  of  Shearson  with  Lc 
man  Brothers,  agreed  to  sell  Shears* 
back  to  Weill  for  an  estimated  $1 
billion.  Scarcely  six  months  later 
said  he  would  add  all  of  Travelers 
his  collection,  a  company  whose 
sets  exceeded  those  of  Primerica. 

Within  seven  years  Primeric; 
shares  have  quintupled,  from  t 
original  offering  price  of  $20.50 
the  equivalent  of  nearly  $100  tod 
In  that  price  today  there  is  what  c 
onl\'  be  called  a  "Sandy  Weill  pii 
mium" — a  willingness  to  pay  up  a 
for  a  stock  with  Weill  at  the  helm. 

Judith  Ramsey  Ehrlich  is  coauth 
of  The  Nctv  Crowd,  a  book  that  cit 
Weill  as  emblematic  of  the  aggressix- 
self-made  Jewish  financiers  wl 
mox  ed  to  the  fore  in  Wall  Street  in  t 
1970s  and  1980s.  "He  started  out 
an  intensely  insecure  guy,"  she  sa\ 
"and  never,  even  with  all  his  succej 
did  he  quite  lose  that  inner  drive  to 
more  and  be  accepted." 

He  still  hasn't  lost  it. 
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Staton  built  a  $1  billion  company  few  people  ever 
3ard  of— until  his  heirs'  squabbling  helped  force 
]namco  to  go  public  in  New  York  last  month. 

Phe  Staton  saga 


r  Joel  Millman 

MASSIVE  NEW  556-pagc  history  of 
z  Coca-Cola  Co.  mentions  the  Sta- 
rts on  exactly  two  pages — not  much 
'  a  family  whose  company  sells  $1 
lion  of  Coke  products  a  year  in  an 
ta  including  Colombia,  Brazil  and 
exico.  Computer  searches  uncover 
ircely  a  mention  of  them. 
[When  their  Panamerican  Beverage, 
c.  went  public  in  New  York  and 
ted  on  the  New  York  Stock  Ex- 
ange,  its  prospectuses  contained 
V  references  to  the  Statons.  The 
reportedly  negotiated  this  low 
;)file  with  the  Securities  &  Ex- 
ange  Commission,  which  agreed  to 
c  muffled  disclosure  for  security 
isons.  The  Statons  adamandy  re- 
^cd  to  be  photographed  by  Forbes. 
The  public  offering — which  valued 
c  w  hole  company  at  around  $820 
illion — raised  $340  million,  almost 
)%  of  which  went  to  members  of  the 
aton  family — but  only  after  some 
22  million  had  been  paid  to  rid 
inamco  of  another  wing  of  the  fam- 
i'.  Other  clan  members  still  report- 
lly  own  about  30%  of  the  company. 
This  extraordinary  story  begins  in 
e  Roaring  Twenties  with  a  hulking 
eorgia  Tech  football  player,  Albert 
.  Staton,  who  was  born  in  Decem- 
tr  1899  in  the  little  town  of  Attalla, 
a.,  about  65  miles  northeast  of  Bir- 
dngham.  After  slinging  hot  rivets  in 
shipyard  during  World  War  I,  he 
iroUed  at  Georgia  Tech  in  1917, 
tching  the  end  of  legendary  football 
>ach  John  W.  Heisman's  era.  That's 
eisman,  as  in  the  Heisman  Trophy, 
aton  is  still  remembered  at  Georgia 
.ch  as  an  end  and  a  tackle. 
In  1923,  afi:er  a  year  in  Brazil  as  a 
ethodist  missionary',  Staton  re- 
ined to  the  U.S.  when  his  wife, 
.an',  contracted  an  illness  during 
•egnancy.  In  1923  he  went  to  work 
r  the  Coca-Cola  Co.  He  was  soon 


Albert  H.  Staton  Sr.  in  1975 
A  $1  billion  secret  empire. 


joined  by  his  younger  brother  John, 
also  a  Georgia  Tech  football  hero. 

In  those  days  Coca-Cola  was  still 
pretty  much  a  southern  product,  ped- 
dled mainly  to  ice  cream  parlors  and 


drugstores,  which  bought  Coca-Cola 
symp  to  whip  up  with  carbonated 
water  for  individual  customers. 

In  1925  Coke  sent  Al  to  Hartford, 
Conn,  where  the  local  bottling  plant 
was  in  trouble.  It  was  a  lucky  move 
both  for  Coke  and  Staton.  The  then 
infant  National  Football  League  was 
adding  teams,  including  a  scrappy 
bunch,  the  Hartford  Blues.  Its  owner 
also  ran  a  popular  speakeasy.  As  old- 
timers  remember,  a  lot  of  Coke  was 
sold  those  days  in  speaks.  "A  deal  was 
struck,"  says  Albert  Staton  Jr.,  the 
founder's  son  and  Panamco's  retired 
chairman.  "My  father  offered  to  play 
professional  ball  if  all  the  bars  in  town 
agreed  to  sell  Coca-Cola." 

In  Hartford's  biggest  game  of 
1926,  Staton's  Blues  defeated  Jim 
Thorpe's  Canton  Bulldogs,  16-7.  Re- 
calls Al  Staton  Jr.:  "The  fi.iture  of  the 
Hartford  plant  was  assured." 

Staton  was  sent  to  open  up  Europe 
in  1929,  and  launched  franchises 
from  Spain  to  Scandinavia.  When  he 
left  Europe  in  1937,  he  returned  to 
Atlanta,  to  Coke,  and  to  his  interests 
in  a  number  of  small  U.S.  bottlers.  He 
bought  a  house  on  the  same  block  as 
Ernest  and  Robert  Woodruff,  Coke's 
biggest  shareholders;  Robert  later  be- 
came Coke's  chairman. 

World  War  II  changed  Staton's 
plans.  His  vast  knowledge  of  Europe 
was  an  invaluable  asset  to  Allied  intel- 
ligence. As  a  colonel  in  the  U.S.  Air 
Force,  he  moved  to  London,  where 
he  helped  direct  logistics  for  the  Nor- 
mandy invasion  and  the  fiiel  supply  of 
Patton's  tank  corps. 

While  he  was  in  Europe  his  wife, 
Man,',  with  his  concurrence,  sold  the 
family  bottling  interests  and  invested 
in  a  large  operation  in  Leon,  in  the 
heart  of  Mexico's  rich  Bajio  agricul- 
ture region.  By  war's  end  the  Statons 


The  Femsa 
challenge 


Panamco  may  ha\'e  trou- 
ble justifying  the  20  times 
1992  earnings  Lazard 
Freres  put  on  the  public  of- 
fering. To  expand,  Pan- 
amco will  have  to  compete 
with  its  bigger  botder  ri- 
val, Femsa  Refrescos  (koe), 
which  has  first  refijsal  for 
any  Coca-Cola  franchise  in 
Latin  America,  koe  is 


controlled  by  Monterrey 
billionaire  Eugenio  Gar- 
za Lagiiera. 

Garza's  pockets  are 
deep;  and  Coke  owns  30% 
of  KOF.  With  Panamco 
now  at  17  times  earnings, 
kof's  adrs,  even  with  a 
price/earnings  ratio  of  22, 
look  like  a  better 
buy.  -J.M.  H 
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had  purchased  one  more  Mexican 
franchise,  another  in  Medelh'n,  Co- 
lombia, and  had  moved  into  Brazil. 
Back  home,  Albert  (Papi)  Staton 
moved  his  family  to  Medellin,  which 
would  be  his  home  for  the  rest  of  his 
life.  Brother  John,  meanwhile,  was  a 
rising  star  at  Coke.  Having  already 
opened  markets  in  Australia  and  Bra- 
zil, he  went  on  to  head  manufacturing 
in  Atlanta,  a  job  he  held  for  20  years. 

Papi  Staton  took  easily  to  the  caudi- 
llo  style  of  Latin  management.  Impe- 
rious, demanding,  obsessed  with  suc- 
cess, he  drove  his  managers  hard, 
pushing  sales  territory  out  from  every 
foothold.  By  the  end  of  the  1950s  the 
vast  majorit)'  of  bottlers  in  Colombia 
were  under  the  Statons'  control.  Re- 
calls grandson  Stuart  Staton,  today  a 
Panamco  vice  president:  "He  told 
me,  'Keep  the  front  lines  as  well  sup- 
plied as  possible.'  The  front  line  was 
wherever  Coke  was  sold." 

The  company  bought  its  Coke  con- 
centrate in  Panama,  where  Staton 


would  scrounge  for  surplus  military 
supplies.  Half-moon  steel  Quonset 
huts  were  shipped  down  to  be  used  as 
warehouses  and  bottling  plants  for 
the  advancing  Colombia  operations. 
In  the  U.S.,  the  throwaway  can  began 
replacing  the  returnable  bottle,  and 
dozens  of  Coke  franchisees  happily 
sold  their  old  bottling  assembly  lines 
to  Staton  for  a  pittance.  What  was 
obsolete  by  U.S.  standards  was  state- 
of-the-art  in  Latin  America. 

By  1960  Staton's  bottling  group 
was  already  one  of  Coca-Cola's  fast- 
est-growing bottlers  outside  the  U.S., 
with  $9  million  in  annual  sales. 
Throughout  their  empire  the  Statons 
sold  small  pieces  of  their  operations  to 
the  local  elite — business  leaders  and 
political  jefes.  This  in  turn  acted  as  a 
buffer  against  nationalization  and 
protection  for  its  autonomy  from  a 
powerful  Adanta. 

"Staton  became  big  and  powerful 
and  a  bit  of  a  thorn  in  Coke's  side," 
recalls  one  former  Coke  employee. 


"He  used  to  stand  up  to  Mr.  Wc  j 
ruff  when  no  one  else  had  the  ball  z 
But  he  was  making  Coca-Cola  a  Ic:  | 
money,  and  they  just  let  him  be.'il 

But  no  empire  lasts  forever.  1  | 
Staton  married  three  times,  and  w  :| 
he  died  in  1980  the  children  fron-  i 
first  marriage  quarreled  with  his  c  I 
dren  from  the  second  marriage,  i 
ton  had  anticipated  the  feuding,  i 
will  established  a  voting  trust  1 
vested  control  of  Grupo  Panamc< 
the  hands  of  his  trusted  manaj 
until  1987,  when  his  youngest  s 
Philip,  turned  30. 

The  older  children  watched  bitti 
while  one  of  Papi's  oldest  henchm 
Richard  Kirby,  ran  the  company  fr 
Colombia.  Kirby  inhiriated  the  J 
tons  with  his  lavish  lifestyle  and 
own  dictatorial  style.  He  poured  ea 
ings  back  into  the  company.  The  h( 
received  only  meager  dividends  anc 
they  wanted  out,  had  to  sell  tf 
shares  back  to  the  company — at  1 
than  three  times  earnings  when  bev 
age  stocks  were  selling  at  over  ten. 

Still,  Kirby  ran  the  company  w 
In  1990  Panamco  sales  were  $7 
million,  with  gross  margins  of  4J 
Humming  like  a  well-oiled  machi; 
Panamco  was  integrated,  from  suj 
mills  to  bottle  caps,  and  was  sucki 
in  over  $2  million  a  day  in  cash. 

That  same  record  year  the  State 
stopped  feuding  just  long  enough 
fire  Kirby.  Still,  the  squabbling  cc 
tinued.  One  minority  shareholder 
no  relation  to  the  Statons — was  I 
ther  Hodges  Jr.,  a  Jimmy  Carter  i 
Commerce  Department  official  w 
wanted  to  cash  in  his  family's  shar 
Coke  wouldn't  buy  them,  so  th 
were  offered  to  a  Latin  Americ 
Pepsi  bottler.  This  was  the  last  stra 
Coke  was  fed  up  with  the  infightin 
Coke  insisted  the  family  settle  its  d 
ferences.  Subsequent  to  the  settlin 
Coke  agreed  to  buy  10%  of  Panamc 

In  the  end,  one  of  the  Staton  fa 
tions  agreed  to  get  off  the  board  ai 
sell  its  shares  back  to  the  company, 
was  agreed  that  the  company  wou 
establish  a  fair  market  value  for  the 
shares — $122  million,  which  wou 
be  fimded  from  the  IPO  proceeds. 

Thus  last  month's  public  offerin 
Though  members  of  the  family  r 
main  shareholders  and  one,  Stua 
Staton,  is  a  vice  president,  the  fami 
dynasty  is  essentially  finished.  ■ 
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why  are  so  many  frequent  flyers 
so  attracted  to  Qantas? 


Well,  for  starters,  you  won't 
catch  us  without  frequent 
flyer  miles. 

Fly  Qantas  to  Australia  or 
the  South  Pacific,  and  you  can 
choose  to  earn  mileage  with 
either  Alaska,  Canadian  or 
American  Airlines,  or  with 
our  own  program.  Birds  of  a 
feather,  and  all  that. 

Of  course,  some  frequent 
flyers  come  flocking  for  the 
service  and  genuine  Australian- 
style  welcome  that  you  just 
can't  find  anywhere  else. 

Others  come  for  the  world- 
renowned  reputation  for  both 
safety  and  maintenance.  One 
of  the  youngest  fleets  flying. 
As  well  as  the  most  nonstops, 
including  the  only  daylight  and 
nonsmoking  departures. 

Our  schedules  really  do 
leave  you,  well...  free  as  a  bird. 

You'll  probably  find  reasons 
of  your  own.  So  the  next  time 
you  fly  South,  try  Qantas. 

Contact  your  travel  agent 
or  call  us  at  1-800-227-4500. 


THE  AUSTRALIAN  AIRLINE 


51993  Qantas  Airways 


MONEY  &  INVESTMEHTS 


The  turmoil  in  Russia  will  continue  to  flare. 

That  will  boost  the  dollar,  yen  and  gold,  but  it's  bad 

news  for  Europe,  and  the  currency  market  in  general. 


Exposed 


BY  ANDREW  J.  KRiEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  currency  Investment  management 

and  hedging/overlay  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  auttior  of  The  Money  Bazaar. 


The  Russians  have  returned  to 
what  they  do  well,  blaming  and  pun- 
ishing each  other,  and  currency  trad- 
ers are  tnang  tt)  figure  out  what  to  do 
about  it.  When  Boris  Yeltsin  dissolved 
the  parliament  and  called  for  new 
elections,  the  initial  reaction  in  the 
currency  markets  was  quite  predict- 
able. The  deutsche  mark  weakened 
dramatically  as  investors  and  specula- 
tors bolted  out  of  European  curren- 
cies and  into  safer  dollars  and  yen. 

Within  a  few  days  the  dollar  was 
dropping  again  and  the  mark  was 
rising.  This,  too,  was  predictable.  In- 
vestors remembered  the  collapse  of 
the  dollar  and  strengthening  of  the 
deutsche  mark  after  the  failed  Soviet 
coup  in  August  199L  So  as  condi- 
tions settled  down,  the  knee-jerk  re- 
action was  to  aggressively  sell  tlie 
dollar  back  down  to  lower  levels. 

And  then,  like  a  wild  roller  coaster 
with  no  operator,  the  dollar  suddenly 
reversed  its  downward  path  and  bolt- 
ed higher  yet  again.  The  situation 
wasn't  so  stable  after  all.  Yeltsin  de- 
clared a  state  of  emergency  and  sealed 
oft' the  members  of  parliament  holed 
up  inside  Moscow's  White  House. 
The  dollar  continued  to  gyrate  as  the 
Red  Army  dislodged  the  rebels  and 


threw  their  leaders  into  prison. 

As  the  violence  subsitied  on  Oct.  5, 
the  dollar  headed  back  down  again  as 
exhausted  and  battered  market  play- 
ers headed  for  the  sidelines  and  decid 
ed  to  watch  the  action  on  c:nn  rather 
than  aggressively  take  positions. 

As  we  have  seen  so  far,  how  the 
currency  markets  will  react  to  devel- 
opments in  Russia  is  completely 
predictable.  Unfortunately,  develop- 
ments in  Russia  are  entirely  unpre- 
dictable. And  this  is  not  favorable  for 
the  world's  foreign  exchange  market. 

One  thing  is  clear.  What  we  are 
seeing  today  is  not  a  replay  of  the  days 
preceding  and  following  the  August 
1991  coup.  Things  are  now  far  more 
unstable  and  more  anarchistic.  At  the 
time  of  the  August  coup,  Russians 
were  still  exhilarated  at  the  thought  of 
dismantling  communism  and  pulling 
down  Lenin  statues.  Today  Russians 
have  had  a  chance  to  taste  the  fruits  of 
a  sudden  lurch  from  communism  to 
capitalism,  and  the  fruits,  so  far,  have 
been  bitter.  Hyperinflation,  unem- 
ployment and  rising  crime  rates  are 
only  some  of  the  costs  most  Russians 
experience.  Nobody  has  a  clue  as  to 
what  will  happen  inside  Russia. 

Yeltsin's  attempt  to  implement 
market  reforms  so  quickly  and  with  so 
manv  negative  repercussions  to  the 
ever}'day  living  standards  of  millions 
of  people  could  bring  about  sustained 
periods  of  social  unrest.  There  is  even 
a  small,  but  frighteningly  real,  chance 
that  renegade  militar)'  men  or  splinter 
terrorist  groups  will  get  hold  of  an 
item  from  the  former  Soviet  empire's 
nuclear  arsenal. 

As  long  as  Russia  is  unstable,  Eu- 
rope is  faced  with  greater  threats  to  its 
stabilit}'  than  it  faced  during  the  Cold 
War.  The  threat  of  mass  immigration 
into  Western  Europe  and  political 
terrorism  should  make  all  investors 
think  carefully  about  the  European 
allocations  in  their  stock,  bond  and 


currency  portfolios.  Sudden  disrup 
tions  could  easily  generate  marke 
movements  far  more  dramatic  tha 
the  volatile  ones  seen  to  date. 

Unless  Yeltsin's  economic  reform 
begin  to  bear  sweeter  fruit  relativel 
soon,  the  probability  of  such  move 
ments  in  the  financial  markets  vvi 
only  increase.  Unfortunately,  the  re 
forms  cannot  produce  the  good 
quickly:  Moving  from  one  economi 
system  to  another  takes  time  and  in 
volves  massive  dislocations.  Regard 
less  of  what  happens  durinj 
December's  elections,  I  belie\e  thj 
Russia's  turmoil  will  persist  for  mani 
months,  perhaps  years,  to  come. 

What  does  this  mean  for  the  cur 
rency  markets?  For  traders,  it  mean 
that  there  will  be  a  growing  risk  a 
discontinuous  price  change  in  th. 
currency  markets.  One  of  the  reason) 
that  currency  markets  are  so  efficien 
is  that  they  offer  incredible  liquidit}'  to 
their  participants.  Roughly  $1  trillioi 
worth  of  currency  changes  hands  ij 
these  markets  on  a  daily  basis;  billion 
are  often  mox'ing  back  and  forth  ai 
roughly  the  same  rate.  By  making  thi 
markets  more  efficient,  this  liquidit\'  i 
a  benefit  to  everyone. 

Discontinuous  prices  on  a  mon 
frequent  basis  would  diminish  thii 
liquidit}'.  It  would  add  new  risks  t( 
the  currency  game,  forcing  many  cur 
renc)'  investors  and  speculators  to  th( 
sidelines  as  they  find  that  prior  strate 
gies  no  longer  are  eft'ective. 

From  time  to  time,  as  political  anii 
social  shocks  spring  up,  the  currenc; 
markets  will  shift  erratically,  jumpinj 
wildly  from  price  to  price  as  stop/los. 
orders  get  triggered  in  thin  markc 
conditions.  With  the  new  volatilit] 
risks,  traders  will  be  forced  to  reduct 
position  size;  liquidit)'  will  dn,'  up  a 
currency  markets  shift  unexpected!) 
from  normal,  stable  markets  to  disor 
derly  markets. 

Financial  markets  are  linked.  Equi 
vs'  markets,  in  Europe  especially,  will 
suffer  as  investors  seek  the  safet)'  o 
shorter  dated  go\'ernment  securitiesi 
preferring  modest  but  certain  yieldi 
to  potential  massive  losses.  Gok 
should  move  into  favor.  The  yen  anc 
the  dollar  should  be  major  beneficia' 
ries,  relative  to  the  deutsche  mark,  a; 
they  are  most  likely  to  be  protectee 
from  the  political  and  social  pressure: 
in  Europe.  ■ 
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CorVel  Corp.  helps  make  sure  the  $75  billion  a  year 
spent  on  workers'  comp  isn't  thrown  away. 
But  will  the  Clintons  do  away  with  CorVel? 

Rx  for 
malingerers 


By  Suzanne  Oliver 

GoRi:)(^N  Clhmons  got  so  nervous 
watching  President  Clinton's  tele- 
vised presentation  of  his  health  care 
plan  on  Sept.  22  that  he  ate  tvvo  entire 
sleeves  of  fig  bars.  He  couldn't  relax 
until  the  final  commercial.  Only  then 
did  he  feel  momentarily  assured.  Clin- 
ton didn't  mention  workers'  compen- 
sation in  his  speech.  But  even  so, 
demons  is  not  sure  whether  his  fast- 
growing  health  care  cost-con- 
tainment business  has  a  future. 

"It's  scary,"  says  demons.  "A 
room  of  people  who  aren't  in  the 
health  care  business  are  deciding 
our  future." 

demons,  49,  is  chairman  of 
CorVel  Corp.  The  company  is 
what's  known  as  a  case  manager 
for  workers'  compensation — a 
polite  way  of  saying  that  CorVel 
helps  employers  and  their  insur 
ers  defend  themselves  against 
malingerers  and  overbillers  who 
take  advantage  of  the  workers' 
comp  system.  That  system,  man- 
dated and  in  varying  degrees  reg- 
ulated by  the  states,  is  extremely  ■ 
expensive  and  getting  more  so. 
Workers'  compensation  benefits — in- 
cluding replacement  for  lost  wages 
and  reimbursement  of  medical  bills — 
have  climbed  since  1980  at  a  12% 
annual  rate,  to  $75  billion  in  1992. 
Irvine,  Calif -based  CorVel  is  grow- 
ing three  times  as  fast,  to  last  year's 
$62  million  in  revenues  and  $2.5 
million  in  net  income. 

Absent  the  politics  of  building  a 
new  health  care  system  overnight, 
CorVel  should  have  a  promising  fu- 
ture as  well  as  an  impressive  past. 
Some  of  what  CorVel  does  is  ferret 
out  overcharges.  A  chiropractor,  for 


instance,  mav  triple  the  charge  for  a 
$50  office  visit  by  billing  separately 
for  an  ice  pack,  ultrasound,  examina- 
tion and  manipulation.  A  lot  of  mon- 
ey can  be  involved.  An  employee  with 
back  pain,  the  most  common  com- 
plaint, may  be  visiting  the  chiroprac- 
tor 12  times  a  month.  "It's  basically  a 
massage,  and  you  get  out  of  work  for 
it,"  savs  demons. 


CorVel  Chairman  Gordon  demons 
The  Clintons  give  him  indigestion. 


But  a  large  part  of  CorVel's  job  is  to 
help  disabled  workers  get  work.  Ex- 
ample: An  oil  rig  roughneck  lost  a 
finger  on  the  job  and  collected 
$23,000  a  year  for  ten  years  to  stay 
home.  Finally,  the  state-run  Major 
Medical  fund  of  Colorado  hired  Cor- 
Vel. For  a  $2,000  fee,  plus  $5,000  for 
job  training  and  alcohol  counseling, 
CorVel  got  the  man  a  job  as  a  welder. 
He  has  been  welding  for  four  years 
and  no  longer  costs  the  Colorado 
compensation  system  anything. 

demons  learned  the  health  care 
business  in  the  1980s,  first  as  presi- 


dent of  C'igna's  case  manager  subsid- 
iaiy,  then  as  president  of  Caremark, 
the  home  infusion  therapy  firm.  In 
1987  Minnesota  investor  James  Mi- 
chael hired  C^lemons  to  run  CorVel, 
then  an  $8  million  division  of  con- 
glomerate North  Star  Universal.  At 
the  time  CorVel  had  175  employees, 
mostly  nurses  and  counselors;  now  it 
has  1,400. 

One  of  demons'  first  tasks  at  Cor- 
Vel was  developing  bill  processing 
software.  Thirty  states  have  set  fee 
caps  for  workers'  compensation  inju- 
ries. Insurers  and  employers  have  also 
negotiated  price  discounts  with  hos- 
pitals and  doctors.  Yet  hospitals  and 
doctors  continue  to  bill  at  their  usual 
outlandish  prices,  inviting  payers  to 
adjust  the  bills  downward.  CorVel's 
MedCheck  software  automatically 
adjusts  bills  to  the  lower  rates.  Med- 
Check processed  $1.5  billion  in  medi- 
cal bills  last  year  and  reduced  them  by 
20%  on  average  this  way. 

In  some  states  CorVel  sells  access  to 
networks  of  health  care  providers  who 
discount  their  services  to  Cor- 
~~  Vel's  customers.  That  is,  it  en- 
hances employers'  bargaining 
powers  by  threatening  to  steer 
employees  elsewhere  unless  vari- 
ous doctors  and  hospitals  negoti- 
ate lower  prices  for  their  services. 
In  essence,  drug-cost-contain- 
ment firm  Medco  Containment 
Services  helped  its  customers 
make  similar  threats  against  drug 
companies  like  Merck  &  (]o.  In 
July  Merck  agreed  to  pay  $6  bil- 
lion for  Medco. 

But  for  all  CorVel  has  going  for 
it.  Wall  Street  understands  that 
the  company's  fate  is  in  the  hands 
of  Congress  and  the  Clintons.  In 
the  future  demons  may  be  tiying 
to  sell  his  sen  ices  to  some  bureaucrat 
in  a  government-sponsored  health 
alliance. 

No  surprise,  then,  that  CorVel's 
stock,  42%  of  which  is  still  held  by 
North  Star  Universal,  dropped  from  a 
high  of  26V4  to  9  last  year.  No  sur- 
prise; either,  when  it  climbeci  back  to  a 
recent  22,  after  the  Administration 
appeared  to  stop  pushing  for  workers' 
comp  to  be  included  in  coming  health 
care  legislation.  Expect  more  gyra- 
tions until  the  countiy  figures  out 
what,  if  anything,  it  really  wants  to  do 
with  health  care.  M 
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W  HAT     Kinds     Of  People 


The  kinds  oFpcople  who  grew  up  learning  to  play  golf  at  country 
clubs.  On  public  courses.  Even  in  backyards.  Not  only 
from  North  America,  but  from  far  reaching  continents,  as  well. 

People  like  you  and  me.  Brought  together,  in 
competition  and  in  friendship,  by  the  challenge  of  the  game. 
And  by  an  appreciation  for  the  finer  things  in  life. 

Like  the  Cross  Creek  Pro  Collection. 


CrossCreek' 

PfoCdiection 


©1993  Cross  Creek  Apparel,  Inc.,  A  Subsidiary  Of  Russell  Corp<)rati()n 


Financial  Soixtk 


We  provide  the  security  of  life  insurance  to 
millions  of  individuals  and  families.  We  help 
people  live  belter  lives  with  home  equity 
loans,  and  help  them  plan  for  the  future  with 

annuities,  mutual  funds 
and  retirement  products. 
We're  Transamerica,  the 
people  in  the  Pyramid. 
We  concentrate  on  the  financial  services  we 
know  best,  so  that  you  can  count  on  getting 
the  right  product  for  your  needs,  at  the  right 
price.  To  us,  being  different  is  more  than 
a  matter  of  appearance. 


ill  mm 
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Steve  Brill's  new  electronic  mail  service  could  help  trim 
legal  bills,  but  will  the  lawyers  go  for  it? 

Lawyeirs  in 
cyberspace 


By  David  Frum 

Steven  Brill,  the  entrepreneurial 
editor  in  chief  of  the  American  Law- 
yer magazine,  thinks  he's  come  up 
with  a  way  to  reduce  the  nation's  legal 
bill:  an  electronic  mail  and  database 
service  that's  sort  of  a  bazaar  where 
lawyers  sell  off-the-shelf  legal  research 
at  discount  prices. 

Here's  the  concept:  Commercial 
law  is  still  a  labor-intensive  industr)', 
like  bespoke  tailoring.  Lawyers  re- 
search specific  problems  for  clients 
and  charge  by  the  hour. 

But  what  if  someone  has  a  non- 
unique  problem.^  Why  can't  a  client 
get  an  off-the-rack  answer,  and  pay 
the  lawyer  only  the  cost  of  adjusting 
the  cuflfs  to  make  it  suit  him? 

The  impediment,  until  recenth', 
has  been  the  difficulty  of  finding  a 
lawyer  who's  got  your  answer  hang- 
ing in  his  shop.  There  are,  after  all, 
about  800,000  lawyers  in  America. 

But  suppose  that  you  could  instan- 
taneously broadcast  a  rough  idea  of 
your  problem  to  thousands  of  law 
firms  across  the  countr)'?  And  suppose 
lawyers  who  had  cracked  a  similar 
problem  could  get  right  back  to  you 
with  an  answer.^  You'd  then  pay  only 
your  pro  rata  share  of  the  cost  of 
looking  up  the  answer. 

That's  the  idea  behind  Brill's  new 
Counsel  Connect,  which  began  on 
May  1.  The  sen'ice  has  600  institu- 
tional customers,  including  80  of  the 
nation's  100  biggest  law  firms  and  the 
legal  departments  of  General  Electric 
and  other  big  corporations. 

Brill's  ambitions  know  few  bounds. 
When  Counsel  Connect  is  fully 
formed,  he  says,  "Lawyers  will  use  it 
on  hand-held  PCs;  they  will  have  at 
their  fingertips  any  and  all  legal  infor- 
mation they  need — plus  the  ability  to 


American  Lawyer's  Steven  Brill 

Linking  lawyers  togetlier  witii  E-mail. 


E-mail  anyone  at  all  in  the  legal  com- 
munit}'  anywhere  in  the  world." 

But  Brill  is  speaking  a  bit  prema- 
turely. As  he  turns  on  his  IBM  Think- 
Pad and  scrolls  through  the  roster  of 
attorneys  signed  up,  it  becomes  clear 
that  many  of  them  have  never  logged 
on.  He  concedes  the  older  generation 
of  lawyers  may  never  feel  comfortable 
communicating  by  computer. 

There  are  other  glitches  in  Brill's 
vision.  It's  not  at  all  clear  who  owns 
legal  research — the  lawyer  or  the  cli- 
ent. If  you  pay  a  heft\'  sum  to  a  lawA'cr 
to  solve  a  problem  for  you,  you  will 
not  be  amused  to  hear  that  he  is  now 
reselling  that  research  to  your  com- 
petitors at  a  big  discount. 

Brill  tells  a  stor)'  that  illustrates  this 
difficulty:  Court  TV,  another  of  his 
enterprises,  repeatedly  rebroadcast 
the  videotape  of  the  Rodney  King 


beating.  The  owner  of  the  videotj 
demanded  royalties.  Was  C'ourt 
obliged  to  pay?  Instead  of  asking 
own  law  firm  to  research  the  questi 
at  a  cost.  Brill  estimates,  of  $40,0( 
Brill  broadcast  his  dilemma  on 
network.  He  quickly  heard  frorr 
lawyer  at  Debevoise  &  Plimpton  w 
had  worked  on  an  identical  probh 
for  another  client.  (Dcbevoise's  la 
yer  didn't  charge  Brill — hoping 
pick  him  up  as  a  client.) 

Nice  for  Brill,  nice  for  Debevoi 
but  not  so  nice  from  the  point  of  vit 
of  Dcbevoise's  original  client,  wl 
must  feel  that  he  subsidized  Court 
with  free  legal  advice. 

In  fact,  the  economics  of  Coun: 
Connect  have  been  prcjblematic  frc 
the  beginning.  Brill  charged  his  11 
customers  $975  a  month,  plus  i 
cents  per  minute  connect  time.  Th 
exorbitant  price  structure  did  not  h 
for  long.  Anybody  can  set  up  an 
mail  network  for  law\'ers:  The  Amc 
can  Bar  Association  already  has,  aii 
there's  nothing  to  stop  another  leg 
service  provider  or  telephone  comp 
ny  from  following.  The  rule-c 
thumb  price  for  an  E-mail  networ 
according  to  Eric  Arnum,  editor  | 
Electronic  Mail  &  Micro  Systei 
newsletter  in  Washington,  D.C., 
$25  per  user  per  month. 

So  Counsel  Connect  has  had 
discount.  Since  the  beginning  of  Sej 
tember  Brill  has  offered  Couns 
Connect  to  solo  practitioners  ar 
small  firms  at  just  $6  a  month,  plus  C 
cents  a  minute  connect  time.  In  tl 
middle  of  September  he  offered  h 
bigger  law  firm  and  corporate  cu 
tomers  a  new  deal:  If  they  sign  up  10 
of  the  lawyers  in  their  firm  or  corpc 
rate  legal  department,  they  need  pi 
only  a  S79-a-month  fiat  fee,  and  n 
connect  time  charge.  That's  a  stec 
plunge  from  $975 — but  in  line  wit 
the  prices  doctors  and  real  estat 
agents  pay  for  the  specialized  E-ma 
networks  that  haxe  sprung  up. 

Brill,  whose  publishing  enterpris 
has  as  a  majorit)'  partner  Tim 
Warner,  macie  a  fortune  out  of  h 
magazine  with  one  daring  gamble: 
he  could  produce  a  magazine  for  lawi 
yers  that  was  fiin  to  read,  he  cou 
charge  over  $50  an  issue.  The  ecc 
nomics  of  cyberspace  are  more  gruc 
ing,  but  the  cards  do  have  a  way 
turning  up  in  Brill's  favor. 
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irgt  Class 
just  ^ot  easier  to  take. 


No  matter  wkere  you  sit  on  tke 
plane,  you  always  travel  first  class 
tk  Lark's®  new  Soft  Carry-On 
E-Z  Wkeeler.®  Its  patented  puU-out 
kandle  makes  it  an  effortless  trip  all 
tke  way  from  your  kedroom  to  tke 
overkead  kin.  And  its  smootk  rolling 
wkeels  make  it  tke  carry-on  you 
don't  kave  to  carry.  For  more 
information  and  your  nearest  dealer; 

call  1-800-421 -LARK. 


Reserved  For  Tkose  Wlio  Have  Earned  Tkeir  Stripes.^ 


©1993  Lark  Luggage  Co. 


George  Foot  arbitrages  closed-end  funds 
for  a  living.  It's  a  pretty  darned  good  living 


. . .  between  i*eality 
and  peirception" 


By  Jason  Zweig 

To  SUCCEED  in  money  management 
these  days  you  need  a  gimmick.  At 
Newgate  Management  Associates  in 
New  York  City,  George  Foot  has  this 
gimmick:  Having  noticed  that  the 


markets  in  different  countries  will  val- 
ue almost  identical  closed-end  portfo- 
lios completely  differently,  he  arbi- 
trages the  gaps. 

"Arbitrage   between  reality  and 


perception,"  is  how  Foot  descri 
his  livelihood. 

In  one  such  arbitrage  in  the  su 
mer  of  1992  Foot  bought  Jard 
Fleming  Japan  ore  Fund,  a  clos 


Sonia  Rosenbaum ' 
and  George  Foot 
of  Newgate 
Management,  with 
Fors  the  rottweiler  i 
(center)  | 
Why  buy  a 
closed-end  fund 
for  more  than  net 
asset  value  in 
the  U.S.  when 
you  can  find  one 
overseas  at  a 
deep  discount? 
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Nonstop  to  London. 
Showers  expected  upon  arrival. 


British  Airways'  new  arrival  facilities  at  London's  Heathrow  and  Gatwick  airports  are  making  quite  a  splash.  Now, 
ClubWorld'^and  First  Class  passengers  can  enjoy  a  hot  shower  and  breakfast  or  even  catch  up  on  business  in  our 
private  lounge.  You'll  be  off  to  a  flying  start.  It's  the  way  wc  make  you  feel  that  makes  us  the  world's  favourite  airline. 


BRITISH  Airways 


The  worlds  favourite  airline 


THE  NEW  ALL-SEASON  CONVERTIBLE,  a  wind  sh  n  and  he  un  washed  coasta,  h  ghway  s 
shrouded  in  damp  mist.  A  blink  of  an  eye  and  the  azure  heavens  are  black  with  thunderheads.  It's  enough  to  s 
the  spirits  of  other  convertible  drivers,  but  you're  piloting  the  four-season,  four-person  325i  Convertible,  the  new  a 
luxurious  addition  to  BMW's  legendary  3-Series.  To  keep  the  elements  out,  and  the  driving  pleasure  in,  just  ra 
the  triple-layer  insulated  top.  Spirits  intact,  you  motor  on,  propelled  by  a  lively  six-cylinder  engine  and  protect 

*The  system  can  be  turned  off  by  the  driver  under  certain  conditions,  i.e.,  deep  snow,  gravel  or  when  snow-chains  are  us( 
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TH  ALL  SEA^  TRAimO^ 


I.R.S.T.  (Fully  Integrated  Road  Safety  Technology)  which  provides  such 
/  features  as  dual  air  bags,  automatic  front  seat  belt  tensioners,  ABS  and 
)tional  rollover  protection  system.  All  Season  Traction  (available  to  order 
I  option)  is  further  proof  that  you  can  exult  in  the  325i  Convertible 
nence  365  days  a  year.  Call  1-800-334-4BMW  for  a  test  drive. 


THE  ULTIMATE  DRIVING  MACHINEf 


■'MW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 


THE  NIONEY  MEN 


end  fund  that  was  trading  offshore  at  a 
20%  discount.  At  the  same  time,  he 
sold  short  Japan  OTC  Fund,  which  was 
selling  at  a  26%  premium  in  New 
York.  In  December  he  closed  the 
position.  The  discount  had  widened 
on  the  offshore  hand,  but  the  premi- 
um on  the  New  York  hmd  had  fallen 
by  more  than  half  Result:  an  11% 
profit,  a  26%  annualized  return. 

Here's  another  example.  London- 
listed  India  Fund  and  New  York- 
listed  India  Growth  Fund  are  both 
closed-end  funds.  They  have  the  same 
manager  and  virtually  identical  port- 
folios. Yet  last  January  British  inves- 
tors were  valuing  India  Fund  at  a  29% 
discount,  while  in  New  York  India 
Growth  Fund  was  selling  at  a  1% 
premium.  And  there  was  a  kicker:  In 
June  1993  the  British  fimd  was  sched- 
uled to  consider  converting  to  an 


"U.S.  brokers  and  retail 
buyers  start  doing 
momentum  charts," 
says  Foot.  "They  think 
a  closed-end  fund  is  like 
a  growth  stock — it'll  keep 
going  up  because  it's 
been  going  up.  I  wonder 
how  many  people 
even  know  there's 
a  net  asset  value." 


open -end  hand;  that  would  eliminate 
the  discount. 

Foot  sold  short  the  high-priced 
U.S.  fund  and  simultaneously  bought 
the  discount-priced  London  fund.  As 
the  Indian  market  has  bounced  up 
and  down,  the  U.S.  flmd's  premium 
has  widened  to  26%.  But  the  British 
fimd  rose  to  net  asset  value,  thanks  to 
shareholder  approval  of  open-ending. 
It  has  since  risen  13%  more.  Foot's 
paper  profit  so  far:  9%  in  nine  months, 
12%  annualized. 

If  this  sounds  complicated,  it  is. 
Foot  has  to  keep  track  of  no  fewer 
than  950  closed-end  stock  and  bond 
fijnds  traded  in  a  half-dozen  cities. 
But  the  strategy  does  seem  to  work. 
Foot  claims  that  since  inception  at  the 
end  of  1987,  Newgate's  global  bond 
portfolio  has  beaten  the  J. P.  Morgan 
Global  Government  Bond  Index  by 
3V2  points  a  year;  since  inception  eight 
years  ago.  Foot's  international  equity 
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pool  has  lagged  Morgan  Stanley's  in- 
dex of  stocks  in  Europe,  Australia  and 
the  Far  East  by  just  half  a  percentage 
point  annually. 

Newgate  is  a  low- rent  operation, 
run  from  the  first  two  floors  of  an 
Upper  West  Side  brownstoile.  Foot's 
office  is  flushed  with  sunlight  from  a 
floor-to-ceiling  window  that  over- 
looks a' garden.  His  120-pound  rott- 
weiler pads  through  the  office  to  sniff 
at  visitors.  Foot  and  his  Guatemalan- 
born  partner  and  second  wife,  Sonia 
Rosenbaum,  live  upstairs.  Original 
engravings  by  William  Blake  hang  on 
the  walls.  The  CD  player  punctuates 
the  trading  day  with  operas.  This  is  a 
quintessential  husband-and-wife 
business  run  from  home.  Only  this 
one  runs  $200  million. 

Foot,  now  47,  got  into  investing  by 
accident,  not  by  design.  Back  in  1972 
his  first  wife's  parents  inherited  a 
modest  fortune.  Foot,  then  26,  was 
puttering  toward  a  master's  degree  in 
histoiy  at  the  University  of  Colorado. 
Because  he  was  focusing  on  medieval 
science,  his  wife's  family  figured  he 
must  know  something  about  num- 
bers— at  least  more  than  they  did. 
They  put  him  in  charge  of  investing 
the  money. 

Foot  headed  for  New  Orleans, 
where  his  in-laws'  stocks  and  bonds 
lay  in  a  safe  deposit  box,  stuffed  the 
certificates  in  a  grocery  bag  and 
walked  across  the  street  to  a  Merrill 
Lynch  office.  "I  made  the  broker-of- 
the-day's  morning,"  laughs  Foot. 
"He  told  me  there  was  more  than  $1 
million  in  bearer  bonds  in  the  bag.  I 
said,  'What's  a  bearer  bond?'  " 

On  the  advice  of  his  new  friend  at 
Merrill  Lynch,  in  November  1972 
Foot  farmed  out  the  money  to  Lionel 
D.  Edie  &  Co.,  a  Merrill  money- 
management  subsidiary.  It  was  a  bad 
time  to  be  in  the  market,  and  by  the 
next  Februar}'  20%  of  the  family  for- 
tune had  evaporated. 

Novice  though  he  was.  Foot  fig- 
ured he  could  do  better.  He  got  lucky 
this  time,  buying  South  African  min- 
ing stocks  at  a  time  when  gold  was 
taking  oif.  Foot  scrapped  his  studies 
and  took  up  investing  full  time. 

In  the  inflationary  late  1970s  ex- 
change rates  and  commodity  prices 
were  gyrating  wildly.  Foot  decicied  to 
try  trading  currencies  and  futures.  By 
1980  he  was  divorced  and  no  longer 
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New  York 
Milan 


Hotels 

united  states 

Austin 

Boston 

CKicago 

CKicago 
(Ritz-Ca3ton) 

Houston 

Los  Angeles 

New  York 
(Tke  Pierre) 

Newport  BeacK 

PKiladelpliia 

San  Francisco 

Seattle 

Waskington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  tke  Park) 

\^ncouver 

LTNTTED  KINGDOM 

London 
(Inn  on  tkePark) 

JAPAN 
Tokyo 

Resorts 

Bali 

Minaki,  Canada 

Nevis,  WI. 

Dallas 
(Las  Colinas) 

Maui 
(Wadea) 

Santa  Barkara 
(Tke  Biltmore) 

For  reservations,  call  your  travel  counselor,  or  in  tlieU.S.i 
call:  (800)  332-3442;  in  Canada  call:  (800)268-6282.: 


Four  Seasons 

Hotels  ♦Resorts 


NIGEL  HAS  The 
EYE  OF  A  Connoisseur,  r 

THE  INGENUITY OFA 
SLEUTH,  AND  THE  MIND 
OFANACCOUNTysnr.  , 


NijJelFirtk.C 
Four  Seasong 
Inn  on  tke  Park 
London,  England 
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secure 


ey  can 


Four  Seasons  concierges  kave  powers  tKat  would  amaze  even  the  most  seasoned  business  traveler, 
reservations  at  restaurants  tkat  aren't  taking  any.  Re-create  presentation  slides  tkat  you  left 
Leliind  unwittingly  Even  locate  a  dozen  portable  pkones,  on  New  Year's  Eve.  And  not  only  are  tlieir 
staffs  multitalented,  Lut  multilingual,  too.  Wkat's  more,  should  your  travel  plans  change  - 
suddenly  tkey  will  issue  new  tickets  instantly  on  tke  spot.  Wkick  confirms  in  tkese  value-     rOU  \  jGaSOnS 
conscious  times,  tke  demands  of  your  trip  demand  notking  less  tkan  Four  Seasons  Hotels.     HOtGiS  *  ReSOltS 


A  worlid  of  discounts 

Fund 

Exchange 

Market 

Net  asset 

Discount  (-)  or 

Expense 

price 

value 

premium  ( + ) 

ratio 

Buy 

First  Australia  Prime  Income 

Toronto 

$12.13 

$13.03 

-6.9% 

1.10% 

Foreign  &  Colonial  Investment  Trust 

London 

3.64* 

3.88* 

-6.2 

0.40t 

Germany  Fund  of  Canada 

Toronto 

1 1 

1  I.JO 

— liS.U 

I  Qn 
i.yu 

Global  Government  Fund  of  Canada 

Toronto 

9,63 

10.44 

-7.6 

3.70 

MFS  Government  Markets  Income 

NYSE 

7.38 

7.94 

-7.1 

0.95 

Morgan  Grenfell  Smallcap 

NYSE 

11.38 

12.88 

-11.7 

1.44  ' 

Petroleum  &  Resources 

NYSE 

29.38 

31.68 

-7.3 

0.81 

Putnam  Intermediate  Government  Income 

NYSE 

8.50 

9.22 

-7.8 

0.92 

Salomon  Brothers 

NYSE 

13.75 

16.04 

-14.3 

0.43 

Scottish  American  Investment  Trust 

London 

2.23* 

2,55* 

-12.6 

0.60t 

South  American  Fund 

London 

2.67 

3.18 

-16.0 

NA 

Van  Kampen  Merritt  Inv  Gr  Cal  Muni 

NYSE 

16.25 

17,62 

-7.8 

NA  j 

Avoid 

Emerging  Markets  Telecommunications 

NYSE 

22.50 

18,46 

+21.9 

NA 

Europe  Fund 

NYSE 

13.12 

12.11 

+8.4 

1.47 

Taiwan  Fund 

NYSE 

21.38 

18.23 

+17.3 

2.66 

Templeton  China  World 

NYSE 

15.50 

14.03 

+10.5 

NA 

*Pounds  sterling  converted  at  Sept.  30  exchange  rate. 

tManagement  fees  only. 

NA:  Not  applicable  or  not  available. 

Sources:  Newgate  Management;  Morningstar,  Inc. 

Here  is  a  sample  of  closed-end  funds  that  George  Foot  and  Sonia  Rosenbaum  think  are 
cheap.  The  two  Toronto  single-country  funds  have  sister  closed-ends  that  trade  in  New  York 
at  premiums  to  net  asset  value;  Global  Government  Fund  of  Canada  has  a  high  expense 
ratio  but  should  soon  convert  to  an  open-end  fund. 


managing  his  ex-in-laws'  money,  but 
he  had  landed  some  other  accounts. 
To  help,  he  brought  in  Sonia  Rosen- 
baum, a  Ph.D.  who  had  studied  statis- 
tics at  Purdue.  The  pair  (they  married 
in  1985)  did  fairly  well  following 
charts  and  trends;  by  1981  they  were 
managing  $40  million.  But  then  Paul 
Volcker  launched  his  all-out  war 
against  inflation,  and  all  the  old  trends 
dissolved. 

Foot  and  Rosenbaum  were  think- 
ing of  closing  shop  when  Foot  began 
studying  U.K.  investment  trusts — 
closed- end  fluids  that  often  trade  well 
below  their  net  asset  values.  "I  asked  a 
marketmaker  [in  London]  what  the 
beta  was  on  one  of  his  flinds,"  Foot 
recalls.  "  'What's  a  beta?'  he  said.  This 
Rind  was  nearly  a  century  old,  and  yet 
no  one  was  even  measuring  its  volatili- 
ty. I  felt  like  I'd  stumbled  on  King 
Solomon's  mines." 

Even  today  Newgate  does  much  of 
its  buying  in  London.  Roughly  three- 
quairters  of  all  British  closed-end 
shares  are  owned  by  institutional  in- 
vestors. "The  institutions  discount 
the  present  value  of  the  shares  to 


compensate  for  the  lack  of  liquidity 
and  the  inability  to  get  net  asset  value 
from  the  flind  itself,"  explains  Foot. 
In  short,  they  expect  the  flmds  to  sell 
at  a  discount. 

By  contrast,  prices  of  U.S.  closed- 
ends  are  much  more  volatile  and  often 
jump  to  premiums  over  net  asset  val- 
ue. "U.S.  brokers  and  retail  buyers 
start  doing  momentum  charts,"  says 
Foot.  "They  think  a  closed-end  flmd 
is  like  a  growth  stock — it'll  keep  going 
up  because  it's  been  going  up.  I  won- 
der how  many  people  even  know 
there's  an  nav." 

Doesn't  Foot  have  to  worry  about 
currency  hedging  in  his  cross-border 
straddles.''  Less  than  you  might  think. 
Suppose  you  own  pound-denominat- 
ed shares  in  the  Fleming  American 
Investment  Trust  in  the  U.K.  because 
it's  a  way  to  buy  a  portfolio  of  U.S. 
stocks  at  a  discount.  You  don't  much 
care  whether  the  pound  goes  up  or 
down.  Say  the  pound  goes  up  against 
the  dollar.  That  would  lower  the 
fund's  net  asset  value  as  stated  in 
pounds  and  pence.  But  on  your  U.S. 
dollar  books,  the  value  of  the  fund's 


pound-denominated  shares  would 
worth  more  dollars.  A  wash. 

But  there  are  risks  inherent 
Foot's  closed-end  arbitrage.  A  de' 
discount  in  London,  however  irrati 
nal,  may  stay  that  way  forever.  T 
crazy  premium  in  New  York  mig 
get  even  crazier.  Logicalh',  the  Kor 
Fund  on  the  New  York  Stock  E 
change  deserved  to  be  shorted 
January  1987,  when  it  climbed  tc 
54%  premium.  But  the  premium  ke 
going  up,  hitting  150%  by  Ju 
Someone  who  shorted  the  ftmd  cou 
have  gotten  killed,  even  if  he  had  bei 
able  to  hedge  by  buying  a  Korc. 
portfolio  on  another  exchange. 

Is  there  anything  in  all  this  for  tl 
average  investor?  Yep.  Before  buyit 
a  closed-end,  compare  its  premium 
discount  with  those  of  similar  fim 
here  or  abroad.  London's  Financi 
Times  gives  quotes  on  lots  of  close 
ends  the  U.S.  papers  don't  cover.  Ar 
keep  two  things  in  mind:  (1)  A  i 
discount  is  no  bargain  if  the  manag 
of  the  flmd  is  gobbling  up  your  r 
turns  with  high  fees;  (2)  Never,  ■ 
almost  ne\'er,  pa)'  a  premium.  I 
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A  Word  About 
Business  Gifts 


r 


By  definition,  every  business  gift  serves  two  important  functions.  It  is  an  expression  of  gratitude. 
It  is  a  measure  of  your  firm.  For  156  years  the  designs  of  Tiffany  &  Co.  have  been  the  choice  of  those  who  prize 
stability  over  caprice,  substance  over  veneer.  Thoughtful  management  knows  that  a  gift  of  Tiffany 
raftsmanship  and  timeless  design  conveys  a  unique  message  to  clients  and  valued  staff.  To  receive  a  brochure  or  learn 
more  about  the  rewards  of  a  Tiffany  corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


Why  on  Earth  is  a  printer  company  thinking 
about  the  paperless  workplace? 

Because,  at  Pennant  Systems,  we've  redefined 
printing  to  mean  much  more  than  making 
impressions  on  a  page.  Printing  is  the  presentation  of 
information  anywhere  you  want  it,  and  in  whatever 
form  you  need  it. 


Pennant,  an  IBM  Company,  offers  a  full  ra 
advanced  printers  and  sof  tware  systems  and  ser\ 
that  help  manage  the  way  inlormation  flows  thrc 
your  entire  organization. 

If  you  have  printers  and  display  systems  in  | 
even  many  dif  ferent  brands,  we  can  integrate  th* 
efficiently  as  well. 


IN  THE  FUTURE,  PAPER  WILL  ONLY 

TWO  PLACES. 


©  1993  IBM  Corporation.  All  righls  reserved. 


That's  why  Pennant  is  not  just  a  printer  company, 
see,  we  are  a  presentation  company. 
Printing  hard  copies  may  not  be  as  necessary  in 
iture  as  it  is  now,  which  is  good  news  for  forests, 
jetting  information  presented  to  you  instantly,  and 
y  form  is  already  an  essential  way  to  do  business. 
A  Pennant  representative  would  be  more  than 


happy  to  talk  to  you  about  your  company's 
information  presentation  needs.  Save  a  little  paper 
and  call  us  at  1-800  PENNANT  for  information 
on  our  printers,  software,  maintenance,  and 
other  services. 

Your  company,  your  customers,  and  your 
forests  will  thank  you. 


Redefimng  Printing; 

PENNANT 


An  IBM  Company 


Sega  of  America  broke  Nintendo's  stranglehold  on 
the  U.S.  videogame  market.  Its  technology  may  not 
have  been  better,  but  its  grasp  of  the  market 
was  immeasurably  superior. 

Games 

companies  play 


By  Nikhil  Hutheesing 

Just  tvvo  months  after  he  became 
chief  executive  of  Sega  of  America  in 
1990,  Thomas  Kalinske  flew  to  Tokyo 
to  see  Hayao  Nakayama,  head  of  Sega 
Enterprises,  the  parent  company. 

Kalinske,  49,  formerly  chief  execu- 
tive of  Matchbox  International  and 
Mattel,  shook  up  his  Japanese  boss 
when  he  outlined  his  plans  for  Sega's 
U.S.  home  vicieogame  division.  "We 
have  got  to  reduce  the  price  of  the 
Sega  Genesis  by  $50,"  Kalinske  told 
his  boss.  "We've  got  to  bundle  in  our 
best  software — Sonic  the  Hedge- 
hog— and  advertise  to  the  v\'orlti  that 
we  are  better  than  the  competition.'" 

As  Kalinske  tells  it,  Nakayama  was 
taken  aback.  Slash  prices?  Take  on 
Nintendo,  which  in  1990  had  world- 
wide revenues  of  over  $2  billion  com- 
pared with  Sega\s  $680  million?  But 
after  hearing  Kalinske  out,  Nakayama 
stood  up,  bowed  slightly  and  before 
leaving  the  room  replied:  "However, 
I  hired  you  to  make  the  decisions  in 
the  U.S.,  so  do  whatever  you  want." 

Sega  had  attempted  to  gain  market 
share  once  before — in  1986  when  it 
introduced  its  8-bit  game  player. 
Master  System.  But  it  had  failed  bad- 
ly. In  1989  the  company  tried  again, 
introducing  the  technologically  supe- 
rior Sega  Genesis,  the  market's  hrst 
16- bit  player.  But  the  Genesis  attract- 
ed only  about  1  million  customers, 
compared  with  Nintendo's  30  million 
units  already  in  the  market.  Then  Sega 
hired  Kalinske. 

Kalinske  had  an  advantage  over  his 
adversary':  the  freedom  to  make  on- 
the-spot  decisions.  By  contrast,  Mi- 
noru  Arakawa,  Nintendo  of  Ameri- 
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ca's  president  and  son-in-law  of  the 
founder,  Hiroshi  Yamauchi,  is  said  to 
spend  countless  hours  on  the  tele- 
phone with  Japan  before  making  de- 
cisions on  U.S.  strategy. 

Price  was  one  problem.  Sega's 
Genesis,  albeit  a  more  advanced  ma- 
chine, cost  $199,  versus  $100  for 


Nintendo's  basic  8 -bit  machine.  Lad 
of  games  was  another. 

Kalinske  cut  Genesis'  price  25%, 
$149,  and  signed  up  software  devc 
oper  Electronic  Arts  to  create  ne 
games.  To  encourage  software  deve 
opers,  Sega  took  lower  royaltie 
sometimes  15%  below  Nintendo 
Above  all,  Kalinske  launched  a  bri 
liant  marketing  campaign. 

It  worked.  In  just  three  years  K 
linske  has  propelled  Sega's  U.S.  div 
sion  to  a  close  tie  with  Nintendo  in  tl 
$5  billion  market.  Nintendo's  shai 
has  dropped  from  around  90% 
1990  to  an  estimated  50%  this  yea 
with  Sega  climbing  from  7%  to  almo 
50%,  according  to  toy  retail  analyst 
Sales  of  Sega's  U.S.  division  increase 
from  an  estimated  $280  million 
1990  to  more  than  $1  billion  in  199; 

The  Sega  Genesis,  a  sleek, blac 
machine,  is  considered  the  cuttin 
edge  "cool"  machine.  It  got  th; 
image  in  good  part  from  the  $12 
million  Kalinske  spent  on  markei 
ing  last  year.  Determined  to  sta 


;ad,  Kalinske  plans  on 
nding  $250  million  this 
11.  The  money  goes  for 
ping  up  its  image,  and 
pushing  new,  high-tech 

,  iducts.  As  Paul  Rioux, 
,  executive  vice  presi- 

.  lit  of  Sega,  puts  it,  "To 
)ic  increcHibly  high  on 

; ;  coolness  scale  is  our 

.  illcnge.  We  are  selling 
■  Sega  experience." 
i.  his  is  a  business  where 

;  )niotional   tie-ins  with 
UM-  companies  matter  a 
Coca-Cola,    for  in 
iKC,  joined  with  Sega  of 

:  icrica  to  create  "Sonic 

:  uttle."  A  shuttle,  or  van, 

;^'cred  with  the  Cherry 
)kc  logo  and  with  a  Sega  "kiosk" 
ached  is  parked  in  a  highly  traf- 
kcd  area.  People,  mainly  teenagers, 
into  the  kiosks  to  play  Sega  games 
d  drink  Cherry  Coke.  Both  compa- 
•s  get  exposure  and  share  the  ex- 
nsc .  The  Lifesaver  Co.  also  has  a  tie- 


Wllliam  White,  Paul  Rioux  and  Edward  Volkwein 
Cultivating  Sega's  cool  image,  while  making  fun  of  Nintendo, 


in  with  Sega.  Buy  the  right  pack  of 
Lifesavers,  and  you  may  win  a  Sega 
game  or  player. 

Edward  Volkwein,  52,  Sega  of 
America's  spirited  senior  vice  president 
of  marketing,  says,  "A  year  and  a  half 
ago  we  were  knocking  on  doors  asking 
corporations  to  tie  in  with  us.  Today  we 
carefially  answer  phone  calls  from  com- 
panies we  think  best  tit  our  image." 

Under  Kalinske,  Sega  has  pros- 
pered because  it  has  learned  to  talk 
and  think  like  teenagers,  who  are  its 
principal  market.  That's  why  it's  con- 
sidered cool.  "We  make  fun  of  Nin- 
tendo and  ourselves,"  explains  Ka- 
linske. "We  equate  people  who  play 
[Nintencio's]  Game  Boy  on  its  black- 
and- green  screen  with  the  intelli- 
gence of  a  dog."  In  Sega's  commer- 
cial a  dog  sniffs  the  Game  Boy,  and  a 
persuasive  voice  tells  viewers  that,  un- 
like dogs,  they  are  not  color-blind  and 
then  shows  the  Game  Gear,  Sega's 
color  screen  portable  game. 

Contrast  that  irreverence  with  Nin- 
tendo's commercial  that  discusses  its 
advanced  Super  FX  chip,  which  is  sup- 
posed to  improve  its  16-bit  game 
Thomas  Kalinske,        performance.  Hardly  enticing  to  kids. 
Sega  of  Amehca's  Kalinske  has  toppled  Nintendo's 

chief  executive,  monopoly,  but  he  hasn't  stopped 

with  Sonic  fighting.  Recently  he  hit  at  the  core  of 

the  Hedgehog  Nintendo  and  plucked  away  William 

Forging  ahead  White  Jr.,  36,  a  marketing  executive 

with  new  noted  for  creating  Nintendo's  high 

technology  profile  among  6-to-14-year-olcis — a 

and  a  brilliant  category   where   Nintendo   is  still 

marketing  ahead.  Kalinske  hopes  to  add  this 

campaign.  group  to  Sega's  teenage  following, 

■■■i  Now  Sega  is  branching  into  the 


cable  business  to  better  test 
and  market  new  games.  It 
has  teamed  up  with  cable 
giants  Tele-Communica- 
dons.  Inc.  and  Time 
Warner  to  launch  the  Sega 
Channel,  headed  by  former 
Time  Warner  executive 
Stanley  Thomas.  By  attach- 
ing the  cable  wire  to  the 
Sega  Genesis,  players  will 
be  able  to  choose  among  50 
videogames,  and  download 
them  within  minutes. 

When  launched,  the 
Sega  Channel  will  cost 
viewers  about  $12.50  per 
month.  With  even  just  50% 
of  the  potential  audience,  the 
Sega  Channel's  1994  reve- 
nues would  be  almost  $700  million. 

Aware  of  the  fickleness  of  the  mar- 
ket, Kalinske  keeps  pouring  out  new 
products.  In  November  1992  Sega 
released  the  first  16- bit  CD  system,  for 
$299.  In  November  and  December  of 
this  year  the  company  will  release 
three  interactive  movie  videogames 
created  by  directors,  producers  and 
choreographers  from  actual  movies. 

Nintendo's  response?  Surprisingly 
lame.  Peter  Main,  Nintendo's  vice 
president  of  marketing,  has  said: 
"Our  goal  is  to  be  best,  not  first.  If 
you  wait  and  provide  a  superior  prod- 
uct, consumers  will  respond."  Nin- 
tendo plans  to  wait  until  1995,  when 
it  will  deliver  its  64-bit  machine. 
Howard  Lincoln,  second  in  com- 
mand at  Nintendo  of  America,  de- 
clares, "We  won't  be  raising  the  flag 
on  new  technology  all  the  time,  and 
foisting  it  off  on  consumers." 

While  experts  generally  give  higher 
marks  to  Nintendo's  16-bit  technol- 
ogy over  Sega's,  the  simple  fact  is  that 
because  Sega  was  first,  Nintendo  lost 
its  dominance.  Today,  according  to 
Sean  McGowan,  a  toy  analyst  vvith 
Gerard,  Klauer,  Mattison  &  Co.,  Sega 
leads  in  unit  sales  with  about  52%  of 
the  16-bit  market. 

Bing  Gordon,  cofounder  of  Elec- 
tronic Arts,  explains  why  Nintendo 
lost  ground.  "In  technolog}'  the  trick 
is  to  get  in  there  first.  Don't  get  killed, 
don't  overinvest,  learn  quickly  and 
come  out  with  a  new  generation  of 
technology."  That's  a  fast-paced,  very 
American  strategy  that  Nintendo  ei- 
ther won't  or  can't  accept.  WM 
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The  zSoHorsepower  Lincoln  MarkVUI 

When  you're  in  your  Mark,  before  you  even  turn 
the  first  corner,  or  for  that  matter  before  you  even 
turn  on  the  ignition,  you  know  you're  in  for  more 
than  just  your  standard  driving  experience. 

Inside  Mark  VIII's  ergonomically  designed 
cockpit,  you'll  notice  something  not  available  on  any 
other  luxury  sport  coupe:  Autoglide  front  seats  that 
move  forward  to  make  room  for  easy  entry  and 

Inl(&iir  Mark.Get  Set.  Go. 

exit  when  the  seatbacks  are  tipped 
fully  ahead.  When  returned  to 
their  normal  upright  position,  the 
seats  automatically  glide  back  to 
their  original  location. 

Now  fasten  your  seat  belt. 
The  280-hp  32-vaIve  engine 
will  rocket  you  to  wherever  you 
need  to  go.  There's  also  standard 
dual  air  bags*  and  ABS  brakes,  and  an  exclusive 
computer-managed  suspension  that  automatically 
lowers  the  car  at  55  mph  for  better  handling 
and  less  wind  resistance. 

So  get  in  your  Mark.  And  get  set  for  a 
truly  unique  driving  experience.  For  more 
information  call  i  800  446- 


Exclusive  dual 
Autoglide  seating 
system. 


LINCOLN-MERCURY  DIVISION  C^Sj  Buckle  up- tog«hti 


!  Iivfs  'Driver  and  front  passenger  Supplemental  Restraint  System  Always  wear  your  safety  belt. 


i  LINCOLN 

What   A   Luxury   Car   Should  Be 


if  the  Clinton  liealtli  care  package  passes, 
U.S.  medicine  will  be  subject  to  a  kind  of  price  control. 
Can  a  quality  provider  like  the  Mayo  Clinic 
survive  price  control? 

Mayo's  dilemma 


By  Marcia  Berss 

After  HEARING  Hillary  Clinton  pitch 
her  health  care  plan  to  physicians  and 
administrators  at  the  Mayo  Clinic,  the 
Mayo's  planning  chief,  Robert 
Smoldt,  was  blunt:  "She's  trying  to 
marry  price  controls  with  managed 
competition.  That  won't  work  in  the 
long  run." 

It  would  be  easy  to  assume  the 
Mayo  would  be  above  politics.  Presi- 
dents, including  Ronald  Reagan, 
sheikhs,  shahs  and  movie  stars  trek  for 
treatment  to  little  Rochester  (pop. 
65,000)  in  the  depths  of  the  lush 
farmland  of  southeastern  Minnesota. 
It's  the  place  medical  specialists 
would  pick  to  go  them- 
selves— other  than  their 
own  institution — accord- 
ing to  a  1 99 1  survey.  It  is 
the  world's  largest  private 
medical  center,  a  group 
practice  of  over  1,000  spe- 
cialist physicians  and  medi- 
cal scientists  and  $1.5  bil- 
lion in  annual  revenues. 

And  the  Mayo  Clinic, 
owned  by  the  not-for-prof- 
it Mayo  Foundation,  still 
makes  good  money.  (As  it 
should;  it  charges  $1,500 
for  a  physical.)  After  allow- 
ing for  the  over  $100  mil- 
lion it  spends  each  year  on 
education  and  research,  the 
foundation  boasts  operat- 
ing margins  before  interest 
and  taxes  of  12%.  That's 
close  to  the  12%  to  15% 
margins  posted  by  big  pub- 
licly traded  hospital  chains 
and  health  maintenance 
organizations. 

So  why  does  the  politici- 
zation  of  medicine  by  the 
Clintons  roil  the  waters  for 
Mayo.^  Though  Mayo  heals 


kings,  most  of  its  patients  are  middle 
income  and  age  50  or  so;  80%  come 
from  Minnesota,  Wisconsin,  Illinois 
and  Iowa.  Many  of  them  are  on  Medi- 
care, which  provides  over  30%  of  the 
clinic's  revenues  (that's  higher  than 
the  25%  for  the  typical  hospital  or 
doctor  group). 

Stripped  of  its  verbiage  and  convo- 
lutions, the  Clinton  health  plan  is 
little  more  than  a  form  of  price  con- 
trol. Its  highly  questionable  assump- 
tions assume  that  it  can  produce  more 
health  care  for  less  money.  That 
means  Mayo  will  have  to  tr}'  to  pro- 
duce more  for  less. 


Mayo  chief  administrator  Jotin  Herrell 
"Now  society  is  saying,  'We  can't  afford  ail  tliis  stuff.' 


This  may  mean  less  cost-shifting, 
the  past  Mayo,  like  other  health  c^ 
providers,  made  up  for  Medicare  co 
that  were  not  reimbursed  (typica 
20%)  by  loading  the  cost  onto  the  bj 
of  more  affluent  clients — much  as  C( 
leges  soak  well-to-do  families  to  su 
sidize  scholarship  students.  "Ther 
no  question  the  revenues  we're  goi 
to  get  from  patient  care  are  going 
shrink,"  concedes  Dr.  Michael  O'Si 
livan,  head  of  the  Mayo  Regioi 
Practices  Board. 

One  obvious  change  already 
place  is  a  cut  in  the  number  of  lab  tci 
and  X  rays  done  by  the  Mayo.  T 
clinic  was  widely  known  for  not  c 
cepting  tests  done  by  referring  d 
tors.  That  produced  added  revenu 
per  client.  Says  John  Herrell,  Mayc 
chief  administrative  officer:  ''T 
only  concern  was  to  maximize  qua 
ty.  Now  society  is  saying:  'We  can 
afford  all  that  stuff.'  "  That's  the  dir 
little  secret  behind  the  Clintons'  pb 
It  will  try  to  buy  more  health  care  ! 
lowering  quality  at  the  top  end. 

At  Mayo  the  results  from  all  the 
extra  tests,  mostly  done  at  someoi 
else's  expense,  have  helped  create  oi 
of  the  world's  preemine 
databases  for  medical  r 
search.  Despite  its  reput 
I  I  tion,  its  database,  its 
i  search,  the  Mayo  is  alreao 
finding  itself  shut  out  of  tl 
increasingly  common  tii 
ins  between  primary  ca 
doctors  and  hospitals.  1 
high-quality  services  a 
simply  too  expensive.  In  i 
region  the  Gundersen  Cli 
ic,  in  La  Crosse,  Wis.,  ar 
the  University  of  lov 
Hospitals  &  Clinics  in  lov 
Cit)',  have  locked  up  mai 
primaiy  care  doctors,  wl 
pro\  ide  referrals  into  the 
health  care  networks,  ! 
locking  Mayo  out. 

But  Mayo  is  limited 
these  tie-ins  by  the  quali 
of  its  care.  "We  don't  wid 
ly  discount.  That's  the  on 
thing  we  don't  do,"  sa; 
chief  administrator  Herrei 
Minnesota  medicine  me 
say  that  will  have  to  chang, 
"These  people  will  have  t 
come  off  the  mountain  an 
do  deals,"  asserts  Dr.  Alb 
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wimic  ai 


Trust  Company  of 
the  West  and  the 
other  members  of 
the  TCW  group 
offer  expertise  in 
30  different  invest- 
ment areas. 

Th  is  allows  our 
clients  to  allocate 
assets  among  a 
variety  of  invest- 
ment disciplines, 
including  6  equity 
and  7  fixed  income 
alternatives,  one  of 
which  would  rank 
in  the  1st  percentile 
for  1,  3,  and  5  years 
in  the  Russell  universe  of  over 
3,000  fixed  income  funds. 


yC^clLirS;  O  y<B<aLFS5  nl  years,  i~ti . 
 □ 


Is  your  equity  manager  significantly 
outperforming  the  S&P  500? 
TCW's  Concentrated  Core 
strategy  is. 


Is  your  fixed  income  manager 
significantly  outperforming  the 
Salomon  Bros.  Broad  Index? 
TCW's  High  Grade  Fixed  Income 
strategy  is. 

Is  your  equity  manager  significantly 
outperforming  the  NASDAQ  Index? 
TCW's  Earnings  Momentum 
strategy  is. 


Is  your  fixed  income  manager 
significantly  outperforming  the 
Lehman  Bros.  Mortgage-Backed 
Securities  Index;?  TCW's  Mortgage- 
Backed  Securities  strategy  is. 


It's  an  investment 
record  like  th  IS 
that  has  enabled 
US  to  grow  assets 
under  management 
Irom  $8  million  to 
$40  billion  in  the 
last  2 1  years. 

For  more  infor- 
mation on  Private 
Client  Services  for 
individuals,  family 
trusts,  foundations 
and  other  eleemosy- 
nary  institutions 
with  assets  of  $5 
million  or  more, 
please  contact 
Richard  E.  Waldron,  Managing 
Director,  at  (213)  244-0500. 


TCW 


Trust  Company  of  the  West 


A  MKMBI  R  ()l   THK  TCW  GROUP  OF  COMPANIES 


LOS  ANGELES       (213)  244-0000       NEW  YORK       (212)  297-4000 


Mayo  Clinic 


(  Jicrnov,  medical  director  of  Medica, 
one  of  Minnesota's  largest  health 
maintenance  organizations. 

To  at  least  partly  recoup.  Mayo  is 
lining  up  doctor  groups  willing  to 
emphasize  quality  over  cost.  Last  year 
it  affiliated  with  a  6-doctor  primary 
practice  in  northeastern  Iowa  and  a 
90-doctor  group  in  Eau  Claire,  Wis. 
Earlier  this  year  it  opened  a  family 
clinic  for  farm  ec]uipment  maker  John 
Deere  at  its  headquarters  in  Moline, 
111.  Mayo  gets  the  patient  referrals  and 
doctors  get  access  to  Mayo's  quality 
medicine,  deep  pockets  and  good 
name;  the  practices  in  Iowa  and  Wis- 
consin have  grown  30%  to  50%  since 
the  Ma\'()  affiliation. 

The  Mayo,  primarily  a  lee  for-ser- 
vice  provider,  now  has  23  managed 
care  contracts  (another  30  are  in  ne- 
gotiation), which  will  generate  $100 
million  in  re\  enues  this  year. 

A  further  threat  to  the  Mayo  are 
proposals  that  would  limit  health  care 
pro\iders  to  dealing  with  patients 
from  w  ithin  their  own  region  or  state. 


( )nly  half  the  patients  the  Mayo  treats 
li\  e  in  Minnesota.  "We  started  worry- 
ing about  this  when  Senator  [Ed- 
ward] Kennedy  introduced  a  bill  de- 
cades ago  that  would  have  restricted 
patients  to  their  own  states,"  recalls 
Herrell.  Of  course,  the  Kennedys  get 
treatment  anywhere  they  want.  As  a 
Massachusetts  college  student,  Ken- 
ned\'\s  son  Patrick  went  to  New 
Hampshire  for  drug  rehabilitation. 

The  Mayo  Foundation's  reaction, 
back  in  the  mid-1980s,  was  to  diversi- 
f\'  geographically.  So  far  the  Mayo  has 
two  satellites.  The  Mayo  Clinic  Jack- 
sonville, in  Florida,  was  opened  in 
1986  on  land  donated  by  J.E.  Davis, 
founder  of  Florida's  big  Winn-Dixie 
supermarket  chain.  In  1987  it  opened 
Mayo  Clinic  Scottsdale,  in  Arizona. 
Neither  has  turned  a  profit,  though 
Jacksonville  is  near  break-even. 

Local  doctors  have  not  always  been 
pleased  by  this  new  competition.  Ari- 
zona doctors  came  out  with  a  bumper 
sticker  imploring,  "Hold  the  Mayo." 
Mayo  had  plans  to  open  perhaps  an- 


other three  satellites.  For  now 
though,  times  are  sufficiently  uncer 
tain  that  Mayo  has  put  further  expan 
sion  plans  on  hold.  "It's  foolish  to  dc 
anything  until  we  know  whether  any 
one  can  continue  to  make  monev  a 
medicine,"  says  Herrell. 

The  Mayo  is  also  being  cautiou! 
financially,  foreseeing  price  control; 
that  will  stifle  capital  investment.  Jusi 
in  case,  the  foundation  last  year  sold 
$200  million  worth  of  bonds.  Il 
doesn't  need  the  fiinds;  it  boasts  £ 
strong  26%  long-term  debt/capital 
ratio.  "We  just  want  to  make  sure  wc 
have  enough  capital  going  down  the 
road,"  says  Herrell. 

The  Mayo  is  also  putting  greater 
emphasis  on  making  money  from  sell 
ing  special  services  to  other  doctor*- 
and  hospitals.  These  generated  nearly 
half  of  last  year's  $45  million  in  oper- 
ating income.  For  example,  the  clinic 
operates  a  mail-order  reference  lab 
service  where  physicians  send  blood 
samples  for  evaluation  and  interpreta- 
tion. In  the  mid-1980s  it  set  up  Mayol 


Room  service? 
Enema,  please. 

You  c:an"  1  iN\  Hs  r  in  the 
Mayo  Clinic,  but  you  can 
invest  in  Kahler  Corp.,  a 
$103  million  (revenues) 
hotel  chain  that  gets 
about  40%  of  revenues 
from  Ma\'o  patients. 

The  flagship  700- 
room  Kahler  Hotel  in 
Rochester,  Minn,  has  a 
full-time  nurse,  waiters 
who  know  just  what  to 
.sen  e  diners  on  special  diets 
and  hotel  amenity  pack- 
ets that  include  medicine 
cups.  Kahler  also  does  the 
clinic's  laundn*'. 

The  hotel  opened  in 
1907  when  Dr.  William  VV. 
Mayo  and  doctor  sons 
William  J.  and  Charles  H. 
con\  inccd  John  Kahler  to 
open  lodging  for  patients 
and  provide  operating 
rooms  for  doctors.  When 
Kahler  needed  capital  lo 
grow,  shares  were  sold  to 


Mayo  doctors;  today  the 
Mayo  Foundation  owns 
30%  of  the  over-the- 
counter  stock.  The  operat- 
ing rooms  are  gone,  but 
not  the  hotels  and  their 
well-heeled  guests. 

Kahler  would've  done 
fine  if  it  had  stuck  close  to 
the  Mayo.  Unfortunate- 
ly, it  got  involved  in  a  disas- 
trous time-sharing  resort 
venture  in  West  Virginia  in 


the  early  1980s,  and 
about  the  same  time, 
passed  up  the  opportuni- 
ty to  follow  Mayo  in  its  geo- 
graphic expansion.  Mar- 
riott jumped  at  the  chance, 
and  now  operates  hotels 
near  the  Mayo  campuses  in 
Jacksonville  and  Scotts- 
dale. (Marriott  President  J. 
Willard  Marriott  Jr.  is  a 
Mayo  trustee.) 

Those  stupid  decisions 


Rochester's  Katiler  PidZd  Hotel 

Guest  rooms  for  the  patients,  operating  rooms  for  the  doctors. 


led  the  board  to  throw  out 
management  in  1985  and 
bring  in  as  chief  executive 
(and  13%  stockliolder) 
Harold  Milner,  a  former 
treasurer  of  Marriott, 
who  also  once  ran  Ameri- 
cana Hotels  for  the  Bass 
clan.  He  expanded  Kahler 
into  Utah,  where  it's  now 
the  biggest  hotel  operator, 
with  the  University  Park 
Hotel  in  Salt  Lake  Cit>',  the 
Salt  Lake  Hilton,  and  ho- 
tels in  Ogden  and  Park 
City. 

Kahler  is  flourishing 
again.  Its  occupancy  rates 
are  up,  and  earnings  per 
share  were  38  cents  for  the 
first  six  months  of  this 
year,  versus  a  35-cent  loss 
last  year.  Kahler's  stock 
recently  traded  at  6%,  up 
from  2%  earlier  this  year. 

If  Mayo  resumes  its 
geographic  expansion.  Mil 
ner  says  he  won't  repeat 
the  mistake  of  predeces- 
sors: "I'm  here  now. 
They're  not."    -M.B.  M 
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For  more  than  a  century  and  a  half,  Patek  PhiUppe  has  been  known  as 
the  finest  watch  in  the  work!.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  current  inlormalive  brochures  please  write  to: 
Patek  Philippe,  1  Rockefeller  Plaza,  Suite  930  (F),  New  York,  NY  10020. 


"Sentimentality  is  not  something  you  expect  in  a 
financial  controller.  Yet  whenever  I  see  the  Akzo  logo, 
I  feel  it's  welcoming  me  into  the  family.  It's  based  on  an 
old  Creek  sculpture  and  perhaps  that  makes  it  special  to 


me.  We  Creeks  really  value  that  good  old  family  i 
At  other  multinationals  I  worked  for,  headquar 
seemed  very  distant.  As  if  all  they  were  intere 
were  my  balance  sheets.  At  Akzo  I  feel  I  beloi 


Akzo  is  one  of  the  wo.''ld's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  pr 
Some  60,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./Sl  1 ,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (5 1 2)  906-7500. 


!  clearly  defined  but  give  a  lot  of  freedom.  I'm 
ged  to  have  my  say  and  not  just  about  money 
Being  involved  beyond  the  call  of  duty  -  for  me 
rucial  element  in  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


Mayo  Clinic 


saka  Prince  Hotel. 
Business  Is  Coming' 
In  Tokyo 


Akasaka  Prince  Hotel  is  Tokyo's  most  prestigious  address. 
All  761  guest  rooms  offer  ample  work  space,  complete  privacy  and 
spectacular  views. 

There  are  twelve  superb  restaurants  and  lounges  and  24-hour 
room  service.  With  unmatched  access  to  the  city's  business  and  enter- 
tainment districts,  a  comprehensive  business  center  and  extraordinary 
service,  it's  no  wonder  Akasaka  Pnnce  Hotel  towers  above  the  rest. 

For  reservations  call  Sterling  International  Reservation  Service 
at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  ®  PRJ9CE  HOTEL 

TOKYO 

1-2  Kioi-cho,  Chiyoda-ku  Ttjkyo  102.  Phone:  03-3234-1111,  Fax:  03-3262-5163 

I'rince  Hotels  intcmation.il  destinations:  Alyesl<a  Resort,  Alaska;  Toronto  Prince  Hotel.  Toronto,  Canada;  Hawaii  Prince  Hotel, 
Honolulu;  Makena  Resort,  Maui;  Maui  Prince  Hotel.  Maui;  Mauna  Kea  Beach  Hotel,  Hawaii  (Big  Island);  Crown  Prince  Hotel 
Penang,  Malaysia;  Crown  Prince  Hotel,  .Singapore;  Gold  Coa,st  Prince  Hotel.  Queensland,  Au.stralia. 


Mayo  Chief  Executive  Dr.  Robert  Waller 
"Have  price  controls  ever  worked?  It 
will  stifle  capital  investment,  and  wha 
we  have  to  do  is  develop  networks  for 
health  care  delivery  systems.  Price  co 
trols  are  not  competition." 


Medical  Ventures,  which  publisl 
the  Mayo  Clinic  Health  Let 
(385,000  subscribers  each  payi 
S24  per  year)  and  the  Mayo  Civ. 
Fntiiily  Health  Book. 

Look  for  Mayo  to  do  more 
commercialize  intellectual  propel 
from  its  research  labs.  Mayo  is  si 
kicking  itself  from  1950,  when  ti 
Mayo  men  won  the  Nobel  Prize 
discovering  cortisone  and  the  Ma 
ne\'er  patentecl  it.  The  Mavo  recen 
started  a  clinical  trials  business  t 
analyzes  drug  tests  for  pharmaceutii 
firms,  and  is  considering  expandi: 
its  small  mail-order  drug  operation 

It  will  be  a  supreme  irony  if  tj 
impending  changes  in  health  ci 
weaken  the  Mayo,  because  it  alreai 
practices  many  of  the  things  heal 
care  reformers  would  like  to  see. 
doctors  are  paid  a  flat  wage,  no  boni 
especially  not  for  doing  extra  tes 
The  highest-paid  group,  surgeon 
make  over  $400,000.  A  radiolog 
w  ho  sees  10  patients  a  day  is  paid  t 
same  as  one  who  sees  2;  a  cardiolog 
with  25  years'  experience  makes  t 
same  as  one  with  5 . 

There's  an  egalitarian  atmosphc 
at  Mayo  in  ways  other  than  salai 
Regardless  of  their  particular  em 
nence,  each  doctor  has  the  same 
foot-by-  16-foot  office-cum-exami 
ing-room,  resembling  nothing  mo 
than  a  spartan  college  dorm  rooii 
Ihe  clinic  even  does  its  physiciar 
income  taxes,  so  that  the  doctors  c; 
focus  solely  on  medicine. 
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version  called  the  D65 
buring  Elite: 

The  D65  Touring  is 
designed  to  perform  in 
your  world...  for  a  long 
time.  Dunlop  D65 
Touring...  Cruise  Control. 

For  your  nearest 
Dunlop  Dealer,  look  in 
the  Yellow  Pages  or  call 
h800-548'4714. 


Driving  To  The  Future 

anfv 


*See  li 


ARE  REGISTERED  TRADEMARKS  OF  DMA  (HOUSEMARKS)  LTD.! 


A  STREET 

SHIN 

ON  A  COUPLE  WHO  STR<J 

ACROSS  A  BRI 

WITH  A  BOND  INSURE! 

NEVER 

ITS  customerI 


Keeping  you  informed  and  up-to-date  throughout  the  process  of  insuring  your  bond.  At  AMBAC,  it's  not  just  a  pro, 
It's  the  way  we  do  business.  And  it's  just  one  more  example  of  the  superior  service  you  can  expect  wlien  you  work  wit^ 
You  can  also  expect  fast  turnaround  when  you  call  for  insurance.  A  thorough  understanding  of  your  needs  and  objcL 
Teams  of  people  who'll  listen  to  what  you  have  to  say,  and  burn  the  midnight  oil  if  that's  what  it  takes  to  help  you  suo 

In  over  20  years  of  service  to  the  municipal  bond  industry,  our  commitment  to  our  customers  has  never  wavered. 


One  Slate  Street  Plaza,  New  York,  New  York  10004;  (Z1Z)  668-OMO 


iE  FINANCED. 

Y  A  COMPANY  THAT 

JEAVES 

[N   THE  DARK. 

//•  desire  to  be  the  best  at  what  we  do.  We've  earned  triple- A  ratings  from  both 
v's  and  Sd2P.  We've  developed  a  stable,  diversified  portfolio  of  business.  And  we've 
iompany  investors  can  look  to  for  strength,  security  and  financial  safety, 
ccd  us  to  shed  more  light  on  the  subject^-  Call  (212)  208-3400  to  receive  our  new 
for  the  Life  of  the  Bond. 


DU         HAVE         OUR         WORD         ON  IT 


Ross  Perot  to  the  contrary,  extending  Nafta  to  Mexico 
will  not  put  U.S.  exporters  at  the  mercy  of  Mexican 
bureaucrats  when  trade  disputes  occur. 

Hold  it,  Ross 


By  David  Frum 

When  U.S.  carpetmakers  were  ac- 
cused of  dumping  their  products  in 
Canada  nearly  two  years  ago,  the  Ca- 
nadian authorities'  reaction  was  swift 
and  nasty.  Revenue  Canada  found  the 
U.S.  mills  guilt}'  as  charged,  and  the 
Canadian  International  Trade  Tribu- 
nal held  that  this  dumping  had  inflict- 
ed significant  harm  on  the  Canadian 
industry.  U.S.  mills  were  hit  by  puni- 
tive duties  that  averaged  nearly  12%. 

Five  years  ago  that  would  have  been 
more  or  less  it.  The  U.S.  industry  now 
has  a  recourse:  Dumping  findings  can 
be  appealed  to  special  binational  pan- 
els, made  up  of  Canadian  and  Ameri- 
can trade  experts.  This  is  a  process  set 
up  to  resolve  disputes  under  the  U.S.- 
Canadian Free  Trade  Agreement.  It 
will  be  expanded  to  include  Mexican 
members  under  the  North  American 
Free  Trade  Agreement. 

In  the  carpet  case,  two  panels — one 
made  up  of  three  Canadians  and  two 
Americans,  the  other  the  reverse — 
agreed  that  Revenue  Canada  and  the 
Canadian  International  Trade  Tribu- 
nal were  oft~ba.se.  Meanwhile,  litiga- 
tion is  continuing.  Ross  Perot,  among 
others,  thinks  the  multinational  panel 
system  stinks.  "These  are  modern- 
day  Star  Chambers — secret  courts 
empowered  to  decide  matters  of 
enormous  consequences  to  Ameri- 
cans," he  writes  in  his  attack  on  Nafta, 
Save  Tour  Job,  Save  Our  Country. 

The  panels,  says  Perot,  are  a  "kan- 
garoo court  system,"  denying  U.S. 
citizens  "the  protection  of  American 
laws  within  die  United  States." 

As  is  sometimes  the  case,  Perot  is  all 
wet.  While  the  panels  are  imperfect, 
they're  a  big  improvement  over  the 
way  trade  law  is  normally  adjudicated. 
And  for  Americans  worried  about  fair 
treatment  from  Mexican  courts  if 
Nafta  goes  into  eftect,  extending  the 
panels  to  Mexico  should  be  a  big 


relief 

Nafta  provides  two  ways  for  han- 
dling disputes.  One,  the  less  frequent- 
ly used,  creates  a  forum  for  arbitration 
whenever  one  government  does  any- 
thing the  other  two  consider  protec- 
tionist. The  second,  which  is  what 
Perot  is  objecting  to,  creates  a  new 
system  of  appeal  whenever  an  individ- 
ual company  is  convicted  of  "dump- 
ing" in  the  markets  of  another  Nafta 
member. 

While  Nafta  allows  each  country  to 
retain  its  own  dumping  laws,  it  alters 
the  appellate  procedure.  Suppose  the 
U.S.  Department  of  Commerce  and 
the  International  Trade  Commission 
rule  against  a  Canadian  or  Mexican 
exporter.  An  appeal  will  go  not  to  the 
courts — as  they  would  for  a  German 
or  Japanese  exporter — but  to  the  pan- 
els. Like  the  binational  U.S. -Canadi- 
an panels,  the  Nafta  panels  will  be 
made  up  of  five  decision  makers  cho- 
sen from  rosters  drawn  up  by  the 
governments  of  each  of  the  countries. 


The  only  question  the  panel  is 
lowed  to  answer  is  this:  Has  the  L 
or  Canadian  or  Mexican  trade 
reaucracy  applied  its  own  law  corrc 
ly?  And  the  only  power  it  has  is 
power  to  tell  the  bureaucracy  to  do 
decision  over  again.  The  panel  c 
never  quash  a  decision  altogether,  i 
can  it  ever  say  that  the  underiyi 
U.S.  or  Canadian  trade  law  is  silly 
unfair. 

Yet  for  all  these  theoretical  limi 
tions,  the  history  of  the  U.S. -Canal 
free  trade  agreement,  which  has  be 
in  efirct  since  1989,  shows  that  l| 
panels  can  be  a  powerful  force  I 
fairness.  Since  Jan.  1,  1989  some 
disputes  have  been  referred  to  panti 
involving  trade  in  items  like  red  ra; 
berries,  softwood  lumber,  pork  pre 
ucts,  road  paving  equipment,  carpJ 
and  steel.  The  panels  have  remand 
more  than  half  the  cases  they  hs 
finished,  telling  the  U.S.  and  CanaJ 
an  trade  bureaucracies  that  they  fail 
to  do  their  job  properly.  The  U 
Court  of  International  Trade,  whi 
is  the  main  forum  for  non-Canadi 
exporters,  is  much  less  likely  to  se 
ond-guess  the  trade  bureaucrat 
Strikingly,  panel  decisions  have 
most  never  broken  down  on  natioi 
lines.  In  fact,  they  are  seldom  ev 
close.  Of  the  35  decisions  so  far, 
have  been  unanimous,  and  4  mc 
were  decided  by  margins  of  4- to- 1 . 

Extending  the  system  to  Mexii 
won't  be  trouble-free.  American  par 
members  have  found  it  relatively  ea 
to  apply  Canadian  law  (and  vice  vers 
because  the  legal  systems  of  the  t\' 
countries  so  resemble  each  other.  Tli 
won't  be  true  when  Mexico  joins.  B 
kangaroo  courts  these  are  not.  The 
will  be  panels  on  which  Americans  s 
Mexican  bureaucrats  will  not  be  tl 
final  word  on  whether  or  not  you  ha' 
been  treated  fairly. 
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SEND 
A  n^CKAGE 
ABROAD 
WITHOUT 
SPENDING 
A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service™  from  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
important  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


93  u  S  Postdl  Secuice 


siderably  less,  often  under  half  what 
our  competitors  charge.* 

For  your  free  EMS  starter  kit  call 
1  800  456-3600,  Ext.  521. 

If  you're 

tired  of  paying  ^^^^^iri^ 
a  bundle  for  all  I 
your  overseas  ' 
packages,  we 
deliver  for  you. 


'based  on  published  rates 


United  States  Postal  Service 


At  John  Woodhouse's  Sysco  Corp.,  decentralized 
decision  making  isn't  an  idea.  It's  practically  a  religion. 

V.P.S  of  planning 
need  not  apply 


By  Toni  Mack 

When  John  Woodhouse  got  a  big 
promotion  to  a  supervisor's  post  at 
Ford  Motor  Co.  30  years  ago,  he 
thought  he  could  begin  to  influence 
senior  management.  But  his  illusions 
were  shattered  when  a  colleague 
sketched  out  a  chart  showing  18  levels 
of  management  between  him  and 
Henry  Ford.  One  of  the  first  official 
letters  Woodhouse  wrote  was  rewrit- 
ten by  five  different  people  before  it 
went  out. 

Woodhouse  decided  that  if  he  ever 
got  the  chance  to  build  a  company, 
he'd  protect  it  from  bureaucratic  scle- 
rosis. He  got  the  chance  in  1969, 
when  a  Houston  entrepreneur  named 
John  Baugh  asked  Woodhouse  to  join 
him  at  Sysco  Corp.,  a  fledgling  food 
wholesaling  business  Baugh  was  cob- 
bling together.  Woodhouse  was  then 
treasurer  at  Cooper  Industries.  Aban- 
doning the  security  he  had  there, 
Woodhouse  jumped  at  the  opportu- 
nit)'  at  Sysco.  "We  had  a  chance  to  get 
it  right  the  first  time,"  he  recalls, 
"instead  of  figuring  out  later  what  we 
did  wrong." 

Get  it  right  they  did.  In  its  fiscal 
year  ended  in  June,  Sysco  delivered 
enough  hamburger  meat,  tomatoes, 
napkins,  coffee  cups  and  the  like  to 
restaurants,  hospitals  and  other  cus- 
tomers to  rack  up  $10  billion  in  sales, 
making  it  the  biggest  company  in  the 
food  service  industry.  Earnings  have 
grown  at  a  compound  annual  rate  of 
16%  for  the  last  decade,  to  a  record 
$202  million,  or  $1.08  a  share,  this 
year.  Analysts  expect  per-share  earn- 
ings to  climb  to  around  $1.25,  up 
another  16%,  in  fiscal  1994. 

Sysco  is  the  antithesis  of  a  central- 
ized corporate  bureaucracy.  Wood- 
house,  who  took  Baugh's  place  as 


chief  executive  ten  years  ago,  when 
the  founder  retired  from  manage- 
ment, points  with  pride  to  Sysco's 
modest  headquarters,  three  small 
buildings  in  northwest  Houston. 
They  house  a  lean  corporate  staff  of 
589,  just  2%  of  the  total  work  force  of 
24,200. 

Just  under  half  of  those  headquar- 
ters people  line  up  food  and  other 
supplies  for  the  real  guts  of  Sysco's 
organization:  its  59  operating  compa- 
nies spread  across  the  U.S.,  plus  one 
in  Vancouver — each  of  which  is  run 
by  its  own  chief  executive.  "If  we 
didn't  let  New  Orleans  handle  its  own 
market,"  says  Woodhouse,  62,  "we 


wouldn't  remember  to  send  the  cl 
ory  coffee.  We'd  send  them  baj 
beans  in  molasses  instead  of  torr] 
sauce.  The  local  people  choose  wj 
products  to  offer.  They  set  prices  t 
credit  terms."  i 

"We'd  heard  all  the  horror  std 
about  selling  out  to  a  big  corporati 
how  they  restructure  and  rearrang 
says  Donald  Pegler  III,  whose  fat 
sold  the  family's  Lincoln,  Nel 
based  food  service  outfit  to  Syscc 
1984.  "It  never  happened.  They 
leave  us  alone.  1  talk  to  Mr.  Wo 
house  maybe  once  or  twice  a  year 

Autonomy  breeds  innovation. 
1988  some  of  Pegler's  salesmen 
ticed  that  a  lot  of  their  rural  Nebra 
nursing  home  clients  were  unha 
with  their  medical  supphers. 
Pegler  started  shipping  medical  s 
plies — from  bedpans  to  syringe 
through  his  distribution  pipeli 
"But  we  didn't  tell  corporate  abou 
because  we  weren't  sure  it  wo 
work,"  he  says.  It  worked,  and  n 
14  other  Sysco  operating  compar 
are  trying  the  idea.  Sysco's  med 
sales  are  now  a  pittance — $50  n 
lion — but  the  potential  is  huge. 

Another  idea  percolated  up 
Woodhouse  from  Tennessee.  Bac! 
1982  Charles  Cotros,  then  head 


Sysco  Corp. 
Chairman  and 
Chief  Executive 
John  Woodhouse 
"We  had  a 
chance  to  get  it 
right  the  first 
time,  instead  of 
figuring  out  late 
what  we  did 
wrong." 
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Sysco  Corp. 


Sysco's  Memphis  unit,  concluded 
that  his  salesmen  were  spending  too 
much  time  driving  from  client  to  cli- 
ent, and  not  enough  time  selling.  So 
he  began  confining  salesmen  to  limit- 
ed geographic  territories. 

Cotros  knew  he  was  taking  a  big 
risk:  "I'd  go  home  at  night  and  think, 
'My  God,  we're  going  to  lose  all  our 
customers  and  all  our  salespeople.'  " 
But  the  risk  paid  off.  By  1988  the 
Memphis  unit's  market  share  had 
grown  from  12%  to  20%  (where  it  is 
today);  the  unit's  pretax  profit  margin 
has  doubled,  to  6%.  "Today  about 
half  our  [Sysco's]  operating  compa- 
nies have  geographic  sales  territories, 
and  more  are  moving  that  direction," 
says  Cotros,  who  was  promoted  to 
executive  vice  president  at  Sysco 
headquarters — a  good  signal  for  oth- 
er operating  managers  thinking  of 
taking  a  risk. 

Yet  Woodhouse  resists  the  head 
office  temptation  to  order  his  operat- 
ing managers  to  adopt  successful  ex- 
periments like  Pegler's  and  Cotros'. 


Better  to  let  them  take  hold  spontane- 
ously. "We  want  60  individual  CEOs 
deciding  how  to  meet  their  goals," 
says  Woodhouse.  "They  can  carr)'  me 
out  of  here  feet  first  before  Sysco  has  a 
vice  president  for  planning." 

Woodhouse  does,  of  course,  set 


'Woodhouse  resists  the 
temptation  to  order  his  op- 
erating managers  to 
adopt  successful  experi- 
ments. "We  want  60 
CEOs  deciding  how  to 
meet  their  goals." 


some  key  policies  at  the  headquarters 
level.  One  of  them  is  pay-for-perfor- 
mance.  Sysco's  operating  chiefs  get 
no  bonus  unless  their  unit's  pretax 
profit  exceeds  4%  of  revenues  and  its 
return  on  capital  surpasses  12%.  "A 
good  president  will  make  50%  of  his 
compensation  in  bon.us,"  savs  Wood- 
house,  who  holds  himself  and  other 


top  corporate  managers  to  a  h 
standard,  too.  Bonuses  for  corpo 
officers  begin  only  when  Sysco's 
turn  on  equity  hits  14%  and  its 
ings  per  share  grow  by  10%.  In  fi 
1993  Woodhouse  earned  $562,M 
in  salarv' — but  pulled  down  $470,^1 
more  in  performance  bonus.  I 

Sysco's  managerial  philosoph)'  i\ 
its  results  have  made  Sysco  into  sorl 
thing  of  a  Wall  Street  darling.  Adju 
ing  for  stock  dividends,  Sysco's  stn 
price  has  grown  at  a  compound  ratM 
nearly  21%  a  year  since  the  compi 
went  public  in  1970.  That  compa 
with  just  6.5%  for  the  S&P  500.  A 
recent  28^2,  Sysco  sells  for  about 
times  expected  1994  earnings.  | 

With  his  high-priced  equj 
Woodhouse  is  looking  for  more 
quisitions  in  the  still  highly  fragme 
ed  food  ser\'ice  industr\'.  One  pr 
pect:  Sara  Lee  Corp.'s  PYA/Monai 
unit,  a  food  wholesaler  that  gros 
around  $1  billion  a  year.  "It  might 
interesting,"  savs  Woodhou 
"They'd  be  a  good  fit."  I 


The  Montblanc  Corporate  Gift  Program 


Presenting  A  Line  Of 
Corporate  Gifts  Destined  To  Grace 
The  Top  Of  A  Desk,  Not 
The  Bottom  Of  A  Drawer. 

With  the  Montblanc  Corporate  Gift 
Program's  wide  range  of  exquisite  writing 
instruments,  paper,  leather  and  desk  acces- 
sories, and  unique  personalization  options, 
you  can  give  a  valued  business  associate  some- 
thing they'll  use  and  appreciate  every  day.  So 
call  800-995-4810  for  more  information  on 
how  Montblanc  can  customize  a  corporate 
gift  program  to  meet  your  company's  indi- 
vidual requirements. 


HONT 
BLANC 


THE   ART  OF  WRITING 


Your  Jemancl  for  a  first-class  ticket  to  Milan.  Pronto. 
Not  OverJooked. 

Your  desire  for  trousers  pressed  to  military  standards.  On  tlie  douLle. 

Not  Overlooked. 

Yowx  craving  for  New  York  steak  witk  kand-cut  fries.  At  1:30  a.m. 

Overlooked. 

and 

Above, 

an  example  of  some  tkings  we  admittedly  overlook. 


Yovive  never  experienced  anytking  quite  lilee  it. 
Even  in  Newark. 


FburSeasonsHotel 

NEW  YORK 


57  EAST  57TH  STREET  BETWEEN  MADISON  AND  PARK 
PHONE  (212)  758-5700  OR  YOUR  TRAVEL  COUNSELOR 


As  Reiationships  Strengthen  ^ 
They  Turn  Into  Alliances. 

"  Clients  Like  Thal"  " 


Re-engineering.  Resrive  boards.  Ravenous  competitors. 
Revenue-seeking  governments.  CEOs  and  CFOs  need  strong  finan- 
cial allies  now  more  than  ever. 

Now  more  than  ever,  Chemical  is  committed  to  building  strong 
and  mutually  valuable  relationships  with  our  clients— operating  as 
banker,  advisor,  and  trading  and  investment  partner. 


^Chemical 


We  forge  relationships  that  last  by  serving  clients  better 
our  competitors,  by  providing  more  of  the  products  and  servio 
clients  need  than  our  competitors,  by  solving  more  problems ; 
finding  more  opportunities. 

Our  broad-based  approach  produces  results.  For  e.xam.pli 
rank  first  in  die  world  in  loan  syndications,  thanks  to  structuri 


©  1993  Chemical  Banking  Corporation 


>e  and  our  strong  emphasis  on  distribution.  As  a  natural 
)n  of  these  strengths,  Chemical  Securities  Inc.  can  now 
rite  and  deal  in  all  t\'pes  of  debt  securities  in  the  United 
ncluding  corporate  bonds. 

u'liiical  also  has  leadership  positions  in  trading,  treasury, 
te  finance,  operating  services  and  capital  markets  activities 


worldwide.  And,  at  a  time  when  others  have  retreated  from  interna- 
tional arenas,  we  have  a  global  network  across  35  countries. 

Our  formidable  market  presence,  growing  capital  strength  and 
higher  credit  ratings  have  demonstrably  increased  our  usefulness 
to  our  clients.  Put  Chemical  to  the  test.  We're  a  financial  ally  with  a 
multitude  of  strengths. 


Expect  more  from  us: 


Chemical  Securities  Inc.-Member  SIPC 


The  tax  increase  has  people  busy  working  on  ways  to 
shelter  their  savings.  Here's  one  that  really  works. 

Splitting  the 


By  Carolyn  T.  Geer 

How  WOULD  YOU  LIKE  to  turbocharge 
your  401  (k)  retirement  plan — with- 
out having  to  worry  for  a  minute 
about  the  tough  tax  rules  that  limit 
how  much  can  be  put  into,  or  taken 
out  of,  such  plans?  There's  a  way  to  do 
it,  and  your  friendly  insurance  sales- 
man will  be  happy  to  explain.  You  buy 
a  huge  life  insurance  policy  and  have 
your  employer  pick  up  some  of  the 
premium  cost.  The  name  of  the  game 
is  split-dollar  life  insurance. 

This  is  not  a  new  kind  of  insurance 
policy — it's  been  around  for  decades. 
But  the  tax  laws  of  1986  and  1993  are 
giving  it  a  glorious  renaissance.  The 


1986  law  eliminated  competing  tax 
shelters.  Then  this  year's  law  raised 
tax  rates — and  also  put  a  new  crimp  in 
retirement  plans  for  well-compensat- 
ed executives  (to  wit:  salary  above 
$150,000  can't  count  toward  pen- 
sion benefits).  So  executives  are  wise 
to  listen  when  the  insurance  salesman 
comes  calling. 

If  you  are  maxing  out  your  401  (k) 
plan,  you  are  probably  putting  no 
more  than  $20,000  a  year  of  pretax 
compensation  into  it.  The  contribu- 
tion directly  from  your  paycheck  can't 
exceed  $8,994.  As  for  the  employer 
match,  it  can  get  only  so  high  w  ithout 


bumping  into  rules  against  "top-h 
vy"  retirement  plans  that  rew; 
high-paid  employees  the  most. 

Wouldn't  it  be  nifty  to  have  a  si 
plementar)'  40 1  ( k )  with  no  dollar  li 
its?  A  split-dollar  life  policy  can  p 
vide  one.  Bear  with  us  and  we'll  sh 
you  how  it  works: 

Your  employer  pays  most  of 
premiums  on  a  cash-value  policy,  1 
you  own  it.  The  employer  gets 
premium  money  back — usually  wi 
out  interest — from  the  death  ben( 
( if  you  die )  or  the  cash  surrender  va 
(if  you  cash  in  the  policy  or  others 
terminate  the  split-dollar  arranj 
ment).  You  or  your  heirs  get  wh 
ever's  left.  That's  usually  quite  a  bi 

Keith  Maurer,  who  markets  lo 
load  insurance  through  Fee  For  S 
vice.  Inc.  in  Tampa,  Fla.,  provides  ti 
example  of  a  split-dollar  universal  1 
policy  written  on  a  54-year-old  m 
nonsmoker.  The  policy  starts  out  w 
a  $1  million  death  benefit  (see  chat 
The  annual  premium  is  abc 
$60,000.  Your  share  of  the  premiil 
is  small:  just  the  money  you  won 
have  spent  on  an  economical  te 
policy  (pure  death  protection).  In  t 
first  year  this  term  premium  is  o| 
$1,700,  although  it  climbs  steadily 

The  rest  of  the  premium,  paid 


Let's  split  it 

80 

Premium 

($thousands) 


2,000 


Employer's  share 
I  Employee's  share 


Death  benefit 

($thousands) 


600 


I      I  t 
5     6  7 
Year 

Source:  Fee  For  Service,  Inc 


Split-dollar  life  insurance  is  looking  better,  now  that  other  tax  shelters  are  scarce.  In  this  projection 

by  an  insurance  marketer,  an  employer  pays  most  of  the  premiums  for  6  years  and  the  employee  pays  much 

smaller  amounts  for  11  years.  The  employer  recoups  its  outlay  from  the  policy's  cash  value  or  death  benefit. 
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need  to  take 
care  of  tke  forest 
and  tke  tkings  tka 
iyeliere." 

"Out  Lere,  you  really 
understand  tkat  tke  forest  is 
more  tkan  just  trees.  And  tliat 
caring  for  tke  wildlife  tkat  lives 
kere  is  important.  To  all  of  us. 
My  company,  Georgia-Pacific, 
kelievf  s  tkat.  And  we're  doing 
sometking  akout  it.  One  way  is 
witk  a  plan  we  developed  to 
protect  tke  Red  Cockaded 
Woodpecker.  We're  finding 
nesting  sites,  tken  creating  saf 
areas  around  tkem.  Areas  we'll 
leave  undisturked.  just  to  mak 
sure  tke  kirds  will  always  kave  a 
place  to  live  and  tkrive.Tkat 
makes  me  feel  good  akout  tke 
work  I  do.  And  akout  tke 
company  I  work  for." 

Carlton  Wkite  J': 
Forest  Specialist 


GeorgiaFteific  ^ 


1WSURANGE 


your  employer,  doesn't  provide  any 
death  coverage  at  all.  Instead,  it  piles 
up  inside  the  policy,  earning  interest. 
This  interest  income  is  not  immedi- 
ately taxed  to  you  or  to  your  emplo\  - 
er.  Therein  is  the  gist  of  this  way  to 
minimize  your  taxes. 

In  Maurer's  example,  the  employer 
chips  in  for  six  years,  by  which  time  it 
has  paid  $355,000.  You  pay  for  the 
term  protection  for  1 1  years,  contrib- 
uting a  total  of  $32,000.  At  that  point 
(you're  now  65)  you  probably  cash  in 
the  policy. 

Here's  who  gets  what: 

Your  employer  gets  back  its 
$355,000,  with  no  interest.  You 
would  pocket  about  $240,000,  repre- 
senting the  accumulated  earnings 
over  1 1  years  on  the  employer's  mon- 
ey, and  declare  the  full  amount  as 
taxable  income.  Alternatively,  you 
could  keep  the  policy  in  force  and 
defer  the  tax  indefinitely. 

For  this  example,  Maurer  is  assum- 
ing an  optimistic  but  not  impossible 
7%  annual  return  on  the  insurance 
company's  investments.  Such  perfor- 


mance is  not  guaranteed.  If  results  fall 
short  of  expectations,  you  will  either 
have  to  put  in  more  premiums  than 
you  had  counted  on  or  wind  up  with  a 
smaller  cash  value  after  1 1  years. 

If  not  for  tight  limits  on  401(k) 
plans,  your  employer  could  have  de- 
livered the  same  $240,000  to  you  in 
the  year  2004  by  contributing  an 
additional  $14,200  a  year  for  1 1  years 
to  a  tax-sheltered  savings  plan  yield- 
ing 7%.  But  note  how  the  insurance  is 
better  than  a  40 1 (k)  in  some  impor- 
tant respects.  There  is  no  tax  rule 
demanding  that  you  start  withdraw- 
ing from  a  cash-value  life  policv  by  age 
701/2,  as  there  is  for  a  401(k).  The 
insurance  is  also  exempt  from  a  puni- 
tive surcharge  that  hits  retirees  with 
more  than  about  $150,000  a  year  of 
combined  payouts  from  retirement 
plans.  Finally,  if  the  insurance  pro- 
ceeds go  to  your  heirs  at  death,  they 
can  escape  income  and,  often,  estate 
tax  on  the  money;  401(k)  savings  are 
subject  to  both. 

It  seems,  at  first  blush,  that  the 
insurance  scheme  is  not  as  good  as  a 


401(k)  for  the  emplf)yer  becaus 
cannot  deduct  its  $59,000  am 
premium.  True:  Life  insurance  pre 
ums  are  almost  never  deductible, 
look  more  closely  at  what  is  going 
The  $355,000  outlay  over  six  yea 
not  so  much  an  expense  as  an  intei| 
free  loan  to  you.  By  making  an  ini 
est-free  loan,  the  employer  is  tran^ 
ring  to  you  an  amount  of  wealth  e( 
to  whatever  you  can  earn  on 
money  while  it's  in  your  hands.  W 
the  $355,000  is  not  deductible, 
wealth  transferred  is  fully  dedi 
ible — in  the  sense  that  this  amoun 
investment  earnings  disappears  fi 
the  employer's  tax  return. 

"This  looks  an  awful  lot  liki 
loan,"  notes  Michael  Fay,  a  trusts 
estates  attorney  at  Boston's  Hal^ 
Dorr.  "The  iRS  doesn't  treat  it 
loan,  but  it  looks  an  awfiil  lot  lilj 
loan,  secured  by  the  cash  value  or 
death  proceeds."  No-interest  lo 
are  an  old  game  in  tax  planning, ; 
the  IRS  has  some  tough  rules  to  c 
their  use  in  most  contexts.  But  the 
has  chosen  not  to  apply  them  to  sp 


Mitsubishi  Electronics  Forms  The  Perfect  Diamonc 


The  new  DiamondTel®  22X 
is  so  small,  so  light,  you'll  barely 
notice  its  presence. 

But  advanced  engineering 


by  Mitsubishi  Electronics  has 
made  this  micro-portable  one 
of  the  most  desirable  cellular 
phones  you  could  own. 


A  new  high-performan(| 
antenna  yields  outstanding 
signal  quality.  A  built-in  pa; 
any-key  answering  and  autcj 


liar  life. 

There  must  be  a  catch  somewhere, 
u  are  thinking.  What  is  it?  None 
It  we  can  see — although  there  are 
Tie  risks.  The  cirixing  force  behind 
insurance  game  is  the  age-old 
iside  buildup'"  loophole  that  Con- 
;ss  has  been  reluctant  to  plug,  the 
that  says  investment  income  is 
t  taxed  so  long  as  it  piles  up  inside 
insurance  policy.  Also  helping  out 
some  extremely  liberal  IRS  rules  on 
w  to  value  the  pure  death  protec- 
n  in  the  policy;  this  is  the  portion  ot 
:  premium  you  have  to  pay  in  order 
avoid  having  some  of  the  em- 
)yer''s  payments  treated  as  taxable 
tnpensation  to  you. 
Insurance  salesmen  are  having  a 
d  day  pitching  these  policies  to 
althy  people  who  own  closely  held 
sinesses.  They  need  ways  to  accu- 
ilate  fLmds  to  pay  estate  taxes.  "In 
ct,  you're  having  your  company 
ke  an  interest-free  loan  to  your 
Idren  to  finance  some  of  the  estate 
liability,"  explains  David  Bohl,  an 
urance  expert  in  Arthur  Andersen's 


Milwaukee  office. 

But  there  are,  as  we  said,  risks.  If 
you  are  a  majority  shareholder  in  the 
corporate  employer,  you  must  make 
sure  the  corporation's  interest  in  the 
insurance  policy  is  not  attributed  to 


Wouldn't  it  be  nifty  to 
have  a  supplementary 
401(k)  with  no  dollar 
limits?  A  split-dollar  life 
policy  can  provide  one. 
It's  even  better  than  a 
401  (k)  in  some  ways: 
You  can  cash  it  in  when 
you  want,  and  it  may  es- 
cape both  income  and  es- 
tate taxes. 


you.  Otherwise,  all  the  death  pro- 
ceeds will  be  swept  back  into  your 
estate  for  estate  tax  purposes. 

For  that  reason,  some  conservative 
practitioners  advise  against  ever  using 
split-dollar  with  majority  owners  of 
closely  held  businesses.  "It's  a  gray 


area,"  says  Lee  Slavutin,  a  New  York 
insurance  salesman.  "Wc  don't  really 
have  an  affirmative  statement  from 
the  IRS." 

Another  risk  is  that  the  IRS  could 
begin  treating  the  employer  contribu- 
tion as  an  interest-free  loan,  which 
would  throw  a  giant  monkey  wrench 
into  the  machiner)'.  The  betting  is 
that,  if  and  when  a  change  occurs, 
traditional  split-dollar  agreements 
would  be  grandfathered.  Far  less  pro- 
tected are  some  of  the  more  aggres- 
sive schemes  that  have  been  concoct- 
ed of  late,  in  which,  for  example,  the 
employer  borrows  back  its  share  of 
the  premium  from  the  insurer. 

Further  advice  to  buyers: 

■  Don't  buy  into  this  as  a  pure  savings 
vehicle;  make  sure  you  want  the  death 
benefit. 

■  As  always,  be  extremely  suspicious 
of  policy  illustrations.  Ask  that  any 
illustration  be  recomputed  at  a  6% 
portfolio  return  and  at  5%. 

■  Find  out  what  you  can  about  the 
agent's  commission  and  other  over- 
head costs.  H 
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:  are  the  latest  of  many 
,^s.  And  when  you  cradle 
ly  phone  in  your  hand, 
A^onder  how,  at  only 
ices,  it  can  deliver  a  full 


hour  of  talk  time  (or  2 1/2  hours 
with  the  high-capacity  battery). 

And  while  you're  shopping 
for  diamonds,  be  sure  to  look  at 
the  DiamondTel  M-H  mobile 


and  92T  transportable  phones. 

For  more  information,  call 
Mitsubishi  Electronics  America, 
Inc.  (708)  298-9223. 

Aoiamondlel^ 


©1993  Mitsubishi  Electronics  America.  Inc.  800  Biermdnn  Court,  Mount  Prospect,  IL  60056. 


David  Wachs'  Fashion  Bug  stores  don't  cater 
to  the  Beautiful  People.  They  cater  to  ordinary  people 
who  want  to  look  good  on  small  budgets.  There  are  far 
more  of  the  latter  than  the  former. 

Full  speed  ahead, 
damn  the 
recession 


By  Howard  Rudnitsky 


Charming  Shoppes  Chai  riTian  and  Lliiet  ExeLutive  DaviU  vVaclis 
Singularly  focused  on  being  the  low-cost  producer. 


Is  David  Wachs  off  his  rocker?  I 
this  year  the  67-year-old  chair 
and  chief  executive  of  C^harrJ 
Shoppes  Inc.  pulled  out  all  the  sj 
with  an  extremely  ambitious  exj 
sion  program.  In  the  next  five  y^ 
he  says,  he  wants  to  add  about 
more  floor  space  in  his  women'st 
parel  chain  stores.  This  year  an^ 
each  of  the  following  four  year 
plans  to  open  170  new  Fashion 
and  Fashion  Bug  Plus  stores  and 
panci  90  existing  stores. 

By  the  late  1990s  Charming  she 
have  about  $2  billion  in  revenues 
2,000  stores. 

Doesn't  David  Wachs  know  the 
an  apparel  retailing  recession,  that! 
American  consumer  is  strapped, 
home-shopping-via-TV  is  the  wa\ 
the  future?  And  what  about 
Charming  chain  itself)  Its  samc-si 
sales  through  August  1993  have 
erally  run  below  last  year's,  and  its 
months'  earnings  were  33  ceni 
share,  versus  35  cents  last  year. 

There  have  been  ominous  si 
Petrie  Stores,  with  1,700  womd 
apparel  stores,  ran  in  the  red  in 
second  quarter.  The  Limited  expi 
to  close  down  well  over  100  of  its " 
Lerner  New  York  apparel  stores. 

Wachs,  a  University  of  Penns\ 
nia  undergraduate  business  sch 
alumnus,  smiles  as  a  reporter  list^ 
these  woes.  "The  countn'  may 
overstored,  but  many  areas  are  unc 
served,"  he  says.  "People  still  havd 
go  a  great  distance  to  find  what  t 
need."  No  matter  how  tar  you  tra 
you  won't  find  a  Charming  sh 
There  are  no  Charming  shops.  Wa 
calls  his  stores,  mostly  situated  in  si 
centers.  Fashion  Bug  or  Fashion  E 
Plus.  The  company  abandoned 
Charming  Shoppes  name  years  agi 

Where  will  you  find  the  new  Bit 
In  places  like  Big  Flats,  N.Y.,  S 
brook,  N.H.  and  Draper,  Utah.  Sn 
towns,  emerging  suburbs  and  so 
cities. 

Not  for  Wachs  the  trendy  won 
with  a  fat  pocketbook.  She  has  I 
many  suitors  and  she's  hard  to  pie: 
Wachs  ser\'es  working  women  \\ 
family  incomes  of  $30,000 
$35,000  whose  husbands  arc  m 
likely  blue -collar  workers.  They  ii 
not  be  rich,  but  there  are  lots  of  the 
They  want  to  dress  well  on  a  sn 
budget  and — pressed  for  time — d( 
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T  Sheraton  Introduces  ExpressPass'*" 
check-in.  Simply  guarantee  your 

reservation  with  the  American 
xpress®  Card  24  hours  in  advance. 

When  you  arrive,  walk  straight 

to  the  ExpressPass  desk  and 
present  the  Card.  Your  room  key 

HE'S  EFFICIENT.  FRIENDLY 
AND  LOVES  HER  JOB. 
IT'S  A  SHAME  YDO 
40N'T  BE  SPENDING  MDCH 
TIME  WITH  HER. 

II  be  there  for  you.  Nothing  more 
lhan  a  simple  hello  and  goodbye 
rom  our  friendly  staff.  Unless,  of 
lurse,  you're  in  the  mood  to  chat. 

or  reservations,  call  your  travel 
professional  or  800-325-3535. 

A  SPECIAL  SERVICE  FDR 
MERICAN  EXPRESS  CARDMEMBERS 


Don't  leave  home  without  it? 


ITT 


Slieraton 


DUI!  WDRLD  REVOLVES  AROUND  YOO 


ExpressPass  is  availaiile  at  tlle^e  and  ulhi-r  [lar- 
licipating  ITT  Sheraton  Hotels  and  Inns. 

California 
Sheraton  Grande  Hotel 
Sheraton  Universal  Hotel 
Sheraton  Los  Angeles  Airport 
Sheraton  Long  Beach  Hotel 
Sheraton  Cerritos  Hotel 
Industry  Hills  Sheraton 
Sheraton  Anaheim 

Advance  reservations  are  required.  The  ExpressPass  Program  is  available  at  participating  ITT  Sheraton 
properties.  To  verify  a  participating  location  call  the  ITT  Sheraton  Worldwide  Reservations  office.  Rooms 
will  be  available  by  3;00pm  day  of  arnval.  ©  1993  ITT  Sheraton  Corporation. 


Sheraton  Los  Angeles  Harbor  Hotel 
Miramar  Sheraton  Hotel 
Sheraton  Suites  Fairplex 
Sheraton  Suites  Pomona 
Sheraton  Newport  Beach 
Sheraton  Grande  Torrey  Pines 
Sheraton  Harbor  Island  Hotel 


Charming  Shoppes 


quickly. 

Now  you  know  how  David  Wachs' 
company,  catering  to  ordinary  peo- 
ple, got  to  $1  billion  in  revenues 
without  attracting  a  lot  of  attention. 

David  Wachs  and  his  brother  Ellis 
joined  Arthur  and  Morris  Sidewater, 
who  already  owned  several  stores,  to 
open  a  Charming  Shoppe  in  Norris- 
town.  Pa.  in  1951.  By  1971  Charm- 
ing had  become  a  publicly  traded 
corporation  with  20  stores  and  was 
putting  stores  into  suburban  shop- 
ping malls  under  the  Fashion  Bug 
name.  Those  20  stores  have 
become  1,200,  generating 
last  year  $1 .2  billion  in  rev- 
enues and  $81  million  in 
profits.  In  spite  of  the  ap- 
parel retailing  recession, 
Value  Line  predicts  per- 
share  earnings  this  year  will 
equal  last  year's  75  cents. 

The  chain  grew  by  care- 
fiilly  cultivating  its  target 
customer.  Since  its  found- 
ing the  stores  have  given 
credit  cards  to  women  who 
could  not  ah\'ays  qualify  on 
their  own.  In  the  early  days, 
says  Wachs,  "a  retail  credit 
card  had  to  be  approved  by 
the  husband,  who,  often  as 
not,  would  reflise  to  sign." 

This  "risky"  step  seemed 
not  that  risky  to  Wachs  and 
his  partners.  "Look," 
Wachs  says.  "Women  do  ^^^^ 
run  the  money.  Take  care  of 
the  shopping.  Most  of  them  were  very 
good  credit  risks.  It  was  an  early  ad- 
vantage for  us."  Today  2.8  million 
women  are  Fashion  Bug  credit  card 
users,  accounting  for  nearly  40% 
of  sales. 

Fashion  Bug  marched  to  its  own 
drummer  in  other  ways,  too.  In  the 
1960s  and  1970s  the  company  fol- 
lowed department  stores  into  en- 
closed malls,  but  when  mall  rents 
began  to  climb  in  the  mid-1970s, 
Wachs  and  the  Sidewaters  decided  to 
look  elsewhere.  Says  Wachs,  "Paying 
those  rents,  we  would  have  to  raise 
our  price  points — which  is  what  some 
of  our  competitors  did." 

So  while  the  Limited's  Lerner  New 
York  division  was  staying  in  the  fancy 
malls,  Charming  put  its  new  Fashion 
Bug  stores  into  strip  malls,  where 
rents  were  up  to  60%  less  than  in 


enclosed  malls  and  where  time- 
pressed  customers  could  get  in  and 
out  much  faster. 

Let  competitors  rub  elbows  with 
ritzv  retailers.  Fashion  Bug  wouki 
mingle  with  mass  retailers  like  Kmart, 
Wal-Mart  and  Caldor,  and"  even  food 
chains  that  anchor  strip  centers. 

Hold  it.  Hov\'  can  Fashion  Bug 
compete  with  those  mass  retailers  that 
sell  basic  apparel  at  rock-bottom 
prices?  It  can't  always  be  as  cheap  on 
items  like  basic  tops  or  jeans,  but  a 
Di'pical  10,000-square-foot  Fashion 


The  Fashion  Bug  store,  Bristol,  Pa. 
How  to  look  chic— at  reasonable  prices. 


Bug  store  today  carries  much  more 
than  jeans  and  basic  solid-color  tops. 
Its  assortment  includes  blazers,  dress- 
es and  skirts  with  intricate  patterns, 
cardigan  sweaters,  silk  and  suede 
skirts  and  leather  jackets,  jumpsuits, 
coats,  casual  shoes,  jewelr)',  girls 
clothes  and  even  men's  sportswear. 
Fashion  Bug  helps  keep  Ms.  Middle 
America  looldng  chic.  It's  niche  re- 
tailing at  its  best.  "Our  customer  isn't 
upscale,"  says  Wachs,  "but  that 
doesn't  mean  we  don't  have  to  deal 
with  tastes  and  fashions." 

To  help  keep  prices  down,  the  Bugs 
go  light  on  advertised  name  brands; 
private-label  merchandise  accounts 
for  about  75%  of  sales. 

The  changeover  from  advertised 
brands  to  house  brands  began  in  the 
second  half  of  the  1980s.  It  would 
cause  friction  befAcen  Wachs  and  his 


partners  because  it  demanded  tha 
shopkeepers  learn  about  desigi 
and  manufacturing  goods  o\'er^ 
Wachs:  "A  whole  culture  had  t() 
changed."  Changing  meant  alsol 
ting  Wachs'  longtime  partners  Mi 
Sidewater,  then  78,  and  Arthur, 
to  retire.  Of  the  two  Sidewater  s 
Steven,  45,  left,  and  Samuel,  51, 
shifi:ed  out  of  merchandising 
business  development.  Wachs'  yc 
ger  brother  Ellis  also  got  out  of  n 
agement.  David  Wachs  made  his  \ 
son,  Philip,  now  35,  president. 

moved  up  or  brough 
experienced  managers 
run  key  operations  sue 
merchandising,  purcha 
and  legal. 

It  was  a  painfiil  tra 
tion,  involving  some 
feelings,  but  had  Wachs 
made  these  changes, 
company  could  have  s 
nated.  Today  David  W; 
runs  the  company  out  o 
office  in  an  industrial  p 
in  Bensalem,  Pa.  By  re 
ing  industr)'  standards, 
office  is  quite  modest, 
window  looks  down  on 
company's  state-of-the 
warehouse.  Wachs,  hov 
er,  is  rarely  at  his  desk 
visits  his  stores  reguld 
chatting  up  employees 
customers.  Even  when  li 
in  the  office,  Wachs  k^ 
in  touch  with  the  peopk 
the  firing  line.  There  are  confere 
calls  almost  every  Friday  morn 
with  store  managers  to,  among  ot 
things,  figure  out  which  items 
moving  and  which  aren't.  "You 
learn  a  lot  from  your  store  peopi 
he  says. 

To  facilitate  the  learning  proc 
Wachs  hopes  to  introduce  a  satel 
communications  svstem  soon,  so 
can  reach  all  of  the  1,200  store; 
once.  "It's  time-reaction-sensiti\ 
he  says  of  the  satellite  system.  "/ 
it's  control-sensitive — even  able 
adjust  prices  on  the  tapes  that  day 

Staying  close  to  his  customers 
con\'inced  him  that  Charming  is 
the  right  track  in  an  era  when  disp 
able  income  is  growing,  but  slov 
"We  are  really  focused  on  a  sin 
idea — and  that  is  to  be  the  low-c 
producer, "he  says. 
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Maybe  The  Best  Way  To  Handle  Risk 
Is  To  Avoid  It  Altogether. 


That's  why  Minolta  created  the  No-Risk  Guaran- 
ee.  It  takes  you  out  of  harm's  way  by  letting  you 


decide  whether  you're  happy  with  the 
copier's  performance. 


No-fiik  Guoronlee 


Even  better,  it  covers  our  EP  9760  Pro  Series 
opier,  which  was  recently  voted  first  overall  in 
iroductivity  in  the  high-volume  class  * 

Here's  how  it  works:  if  you're  not  completely 
latlsfled  with  our  copier  within  the  first  three  years  of 
lormal  operation,  we  will  replace  it  with  an  identical  or 
:omparably  equipped  model,  free  of  charge.  In  other 

ee  an  autnorlzea  Minolta  copier  dealer  for  complete  oetalls. 


words.  It  works  or  it  walks.  An  award-winning  copier 
combined  with  an  iron-clad  guarantee?  The  only  risk 
involved  is  passing  this  opportunity  up. 

For  more  information,  call  1-800-9-MINOLTA. 

*Source  Tnomas  A  Mtnnella.  autnor  Tfie  Copter 
Productivity  Primer 


ONLY  FROM  THE  MIND  OF  MINOLTA       -  MINOLTA 


BankersTrus  t 


^ou  have  to  leave  the  cozy  and  comfortable  if  you  want 
to  move  ahead. 

Make  an  acquisition,  build  a  plant,  tackle  a  new 
market.  Rewards  most  often  flow  from  risk. 

That's  where  Bankers  Trust  comes  in. 


Not  taking  risks  may  be 
the  biggest  risk  of  alL 


Our  entire  firm  has  a  unique  single  focus:  deal- 
ing with  global  risk.  And  turning  it  to  your  advantage. 

We  bring  all  our  merchant  banking  strengths  to 
bear  on  the  problems  of  risk.  Analytical  strength,  to 
evaluate  risk.  Intellectual  strength,  to  create  ideas  that 
make  risk  work  for  you,  not  against  you.  Market  strength, 
to  accomplish  everything  we  propose. 

And  the  financial  strength  to  keep  the  commit- 
ments we  make. 

So  take  the  risk  you  can  profit  by.  We'll  help  you 
deal  with  the  risk  you  can't.  When  Bankers  Trust  is  beside 
you,  risk  is  not  to  be  feared. 


BAD      FROM  STRENGTH. 


Sears,  Roebuck  loves  CPI.  Unfortunately 
Sears'  competitors  have  found  photo  studio 
concessionaires  of  their  own. 

Look  at  the 
birdie  and  say: 
^^Cash  flow^' 


By  Gary  Slutsker 


CPI  Chairman  Alyn  Essnian 
Never  mind  reported  profits. 
Look  at  our  free  cash  flow. 


c;pi  Cow.  of  St.  Louis  pioneered  i 
idea  of  putting  photo  studios  in  re 
chains  and  persuaded  Sears,  Roebu 
to  install  studios  in  its  stores.  It  \va 
smart  idea  and  well  executed,  a 
today  there  are  1,000  Sears  Portr 
Studios  throughout  North  Americ; 

(  PI  is  Sears'  biggest  concessionaii 
bringing  not  only  badly  needed  co 
cession  revenues  to  Sears  but  bac 
needed  customers  as  well:  cri's  pii 
motions — $45  million  last  yd 
alone — generate  23  million  visitsi 
year  by  adults  dragging  their  kids  tci 
Sears  store  to  have  pictures  taken.  1 
the  time  a  mom  has  bought  a  packa 
of  pictures,  she  has  made  tu'o  trips 
Sears,  typically  accompanied  eai 
time  by  at  least  one  other  adult. 

But  ideas  like  this  are  easily  copie 
Since  1989  J.C.  Penney,  Kmart  ai 
Wal-Mart  Stores  have  been  installii 
studios,  too.  Today  CPI  compet 
with  around  2,500  rival  studios  sit 
ated  in  major  North  American  cha 
stores,  up  from  600  in  1989.  All  th 
competition  has  led  to  intense  pri 
discounting.  CPI  has  general 
matched  its  competitors,  cut  by  ct 
and  thus  maintained  its  27%  of  til 
retail  store  family  portrait  market.  T> 
at  a  price.  Between  1990  and  19'^ 
cpfs  operating  margin  in  its  $2( 
million  portrait  business  has  slippq 
from  24%  to  19%,  cutting  total  n| 
earnings  from  $34  million  to  $^ 
million. 

While  per-share  earnings  ha^ 
dropped  from  $2.19  in  1990  to  $1.5 
last  vear,  the  stock  has  been  far  hard* 
hit.  Having  almost  quintupled  durid 
the  1980s,  to  just  under  35  as  recent! 
as  1990,  the  shares  are  down  to  1( 
CPl's  smaller  publicly  held  compel 
tors  currently  command  significant 
higher  price-to-earnings  and  pria 
to-book  x'aluc  ratios.  Apparently,  th 
market  is  punishing  c:pi  not  only  fori 
dragging  earnings  but  for  the  Seai 
connection  as  well. 

Alyn  Essman,  61,  CPl's  longdrrj 
chairman  and  leader  of  the  manage 
ment  group  that  bought  the  firm  fd 
book  value — $7  million — from  pai 
ent  Chromalloy  American  Corp.  i 
1979,  takes  the  drop  in  his  stock! 
price  as  a  personal  affront:  "The  mn 
ket  is  drawing  a  trend  line  and  sayin 
our  profits  are  going  intt)  the  toilet. 
Never  mind  reported  profits,  he  sa\ 
Look  at  our  free  cash  flow. 
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ALL  LUXURY 

4-WHEEL  DRIVES 

COME    WITH  CONVENIENT 

SWING  OUT  DOORS. 

SOME    ARE    JUST    HARDER    TO  OPEN. 


The  1993  huzu  Trooper 


The  not-so-convenient  competition 


Is  it  us  or  are  doors  supposed  to  open  li\e—well,  doors?  French  doors,  \itchen  doors, 
the  rear  doors  on  the  Isuzu  Trooper?  Crdb'with'oneAiand'and^open^easily  doors  that  give  you 
quic\  access  to  split  folding      /r'f  ^^B^^^^  seats*  and  over  90  cubic  feet 

of  cargo  space.  Still,  no  other    I /(T^^I^SH^^^BliBBik   luxury  four-wheel  drive  offers 
the  convenience  of  70/30    fPES^^SHHHHHHlHs    split  doors.  Hmm,  guess 
it  is  just  us  after  all. 


(800)  726-2700. 


ISUZU 

PracticallyZ/lmazing 


standing 
the  test 
of  t  i  nn  e 


THE  PENINSULA 

GROUP 

SHARE     THE  EXPERIENCE 


The  Peninsula:  Hong  Kong  • 
Manila  •  New  York  •  Beverly  Hills 
The  Palace  Hotel  Beijing  • 
The  Kowloon  Hotel  Hong  Kong 


SHARE  IN  ASIA'S 
DYNAMIC  GROWTH 


T.  Rowe  Price  New  Asia  Fund.  Some  of  the  world's  fastest-growing 
economies  are  found  in  Asia  and  the  Pacific  Basin,  in  newly  industrial 
ized  countries  outside  Japan.  Fueled  by  low-cost  labor  and  increasing 
trade,  these  economies  are  growing  faster  than  those  of  the  U.S.  and 
Japan.  By  investing  in  a  diverse  mix  of  companies  located  in  this 
dynamic  region,  this  Fund  has  achieved  an  average  annual  total  return 
of  17.6%  since  its  1990  inception.*  International  investing  has  special 
risks,  including  currency  fluctuations.  $2,500  minimum  ($1,000  for 
IRAs).  No  sales  charges. 

Call  24  hours  fer  a  free  report 
1-800-541-6627 


Im^est  With  Confidence 

TRoweftice 


NAS019759 


*17.6%  and  12.2%  are  the  respective  since  inception  (9/28/90)  and  1-year  average  annual 
returns  for  ttie  periods  ended  6/30/93.  Figures  include  changes  in  principal  value,  reinvested 
dividends,  and  capital  gain  distributions.  Total  return  represents  past  performance.  Investment 
return  and  principal  value  will  vary  and  shares  may  be  w/orth  more  or  less  at  redemption  than  at 
original  purchase.  Request  a  prospectus  with  more  complete  information,  including  management 
fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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CPI  Corp. 

He  lias  a  point.  Defining  free 
flow  as  cash  available  after  paying 
capital  expenditures  and  dividd 
but  before  taxes  and  interest  expc 
which  has  been  nominal,  cpTs 
cash  flow  rose  from  $39  milli 
1991  to  $42  million  in  1992.  T 
down  from  en's  record  $49  millic 
1990,  but,  in  the  circumstances 
markably  stable,  says  Essman. 

He  explains  the  apparent  coi 
diction  between  lower  profits 
higher  cash  flow  by  pointing  to  rej 
acquisitions  in  photofinishing.  Sit 
with  $66  million  in  cash  in  1* 
Essman  has  been  acquiring.  The 
quisitions  have  caused  c;pi''s  depi\ 
tion  and  amortization  to  incr 
from  $20  million  in  1988  to 
million  last  year,  eating  into  repo| 
earnings.  As  a  result,  howe\'er,  dc 
ciation   and   amortization  expt 


Alyn  Essman  takes  the 
drop  in  his  stock's  pries 
an  affront:  "The  markt 
is  drawing  a  trend,  sayi 
profits  are  going  into 
the  toilet." 


alone  is  great  enough  to  cover  all  C 
capital  spending — $29  million 
year — plus  $3  million  a  \'ear 
ON'cr — enough  to  cover  almost  ha] 
en's  56-cent-a-share  cash  divide 
Net  earnings  takes  care  of  the  resc 

Moreover,  thanks  to  the  acqi 
tions,  cn  is  now  the  biggest  oper, 
of  one-hour  photofinishing  mini 
in  the  countrx',  with  $170  millioi 
revenues  and  $13  million  in  operaj 
profit  last  year.  Other  acquisit 
have  put  cn  into  the  copy  shop 
poster/framing  businesses.  To 
the  photo  studios  bring  in  onh'  59' 
rex  enues,  down  from  77%  in  198 

And  Essman  is  experimenting,  ti 
with  digital  photographic  techi 
ogy.  In  1990  cn  became  a  50^ 
partner  with  Japan's  Canon  Inc 
Chicago-based    Imageland,  wh 
tests  business  computer  graphics 
vices.  One  Imageland  deal  in\( 
computerizing   Playboy's  9  mill 
photographs  for  instant  access  u 
Kodak  compact  disk  read-only- m 
oiy  technology.  In  addition  to  fan 
portraits,  CPI  may  soon  find  it 
helping  Playboy  flog,  centerfolds. 

Forbes  ■  October  25,  1 
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52,000 callers 
are  learning 
how  to  wield 
the  Options  Tool! 

(We  don't  mean  to  pry 

but  when  are  you  going  to  call?) 

52,000  calls  have  come  in  for  the  Free  videotape, 
options  guide  and  options  disclosure  document. 
These  materials  are  showing  investors  and  even 
inancial  professionals  how  they  can  hammer  down 
investment  security  or  pry  up  new  profits, 
hlow  about  you?  Do  you  know  how  to  best  utilize 
the  Options  Tool?  Investors  and  financial 
professionals  nationwide  are  putting  stock  options 
to  work  for  them  every  investment  day. 
Many  have  looked  at  the  materials  and  used 
options  for  the  first  time.  And  among  those 
who  were  already  using  options,  a  number 
are  now  using  them  even  more. 
Although  options  involve  risk  and  are 
not  suitable  for  everyone,  you  can  have 
the  same  kind  of  investment  options 
thousands  hove  already  discovered . 
Just  call  now! 


Call  now  for  your 
Free  videotape 
The  Options  Tool- 
Understanding  Stock  Options," 
options  guide  and  options 
disclosure  document. 

1-800-952-TOOL 

The 

Options  Industry 
Council 

American  Stock  Exchange 
Chicago  Board  Oprions  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 
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Can  organically  grown  tomatoes  give  you  cancer? 
They  are  about  as  likely  to  as  are  the  pesticides 
that  the  EPA  so  righteously  bans. 

Ban  all  plants 
they  pollute 


By  Leslie  Spencer 

"I  THINK  the  Hl'A  kills  people,"  de- 
clares Bruce  Ames  from  his  over- 
crowded laboratory  at  the  University 
of  California,  Berkeley,  where  he  has 
served  as  professor  of  biochemistry 
anci  molecular  biology  since  1968. 

Ames'  opinion  may  sound  strange 
coming  from  the  environmentalists' 
erstwhile  favorite  scientist.  But  there 
it  is.  He  says  simple  scientific  evidence 
has  caused  him  to  change  his  views 
about  the  much  touted  risk  from 
man-made  chemicals. 

"You  can  understand  how  it  hap- 
pened," he  says  about  current  envi- 
ronmental policy.  "But  we  really  have 
jumped  off  a  cliff.  People  have  com- 
pletely forgotten  about  the  natural 
world." 

Ames  has  come  to  the  conclusion 
that  environmentalists  have  gone 
astray  because  of  their  insistence  that 
man  is  evil  and  nature  benign.  This 
theology  has  led  them  to  promote 
theories  about  the  relationship  be- 
tween pollution  and  cancer  that  are 
wildly  misleading. 

In  the  process,  politics  has  so  cor- 
rupted science  that  the  direct  costs  of 
pesticide  and  pollution-control  regu- 
lations (estimated  at  between  2%  and 
6%  of  GNP)  are  largely  spent  "chasing 
affer  trivia." 

Now,  when  he  isn't  teaching,  re- 
searching or  receiving  awards  (an  av- 
erage of  one  every  17  months  since 
1964),  Ames  is  trying  to  "kick  out  the 
foimdations"  that  support  most  of 
the  science  guiding  current  environ- 
mental and  health  policy. 

Ames'  argimients  have  been  resist- 
ed by  environmentalists  and  policy- 


makers with  a  fiiry  reserved  for  alleged 
turncoats.  But  Ames  is  not  so  much  a 
turncoat  as  an  unflinchingly  honest 
man.  In  the  1970s  Ames  invented  a 
way  for  companies  and  research  labs 
to  weed  out  potentially  cancer-caus- 
ing new  chemicals  cheaply  and  easily. 
The  "Ames  Test"  is  now  used  world- 
wide. ("I  never  made  a  penny  on  it," 
he  says  ruefully — naive  idealism  pre- 
vented him  from  filing  a  patent.) 

Now,  however,  he  is  not  alone 
among  scientists  in  his  views  on 
chemicals.  More  and  more  of  his  peers 
quietly  agree  with  him.  In  an  essay 
coauthored  with  colleague  Lois  Gold 
in  a  new  collection.  Phantom  Risk: 
Scientific  Inference  and  the  Law  (mit 
Press,  1993),  Ames  has  boiled  his 
analysis  down  to  eight  "misconcep- 
tions." Its  highlights: 

■  Cancer  death  rates  are  not  increas- 
ing. In  fact,  adjusted  for  age  and 
smoking,  they  have  been  steady  or 
decreasing  since  1950,  except  among 
the  very  old. 

■  Injecting  rats  with  massive  doses  of 
a  chemical,  the  standard  test  for  deter- 
mining cancer  risk  of  pesticides  and 
pollutants,  cannot  measure  risks  to 
humans  exposed  to  only  low  doses. 
Tumors  found  in  these  hapless  rats  are 
often  caused  simply  by  the  high  dose 
itself,  which  damages  cells  and  causes 
dieir  division.  This  result  cannot  be 
extrapolated  to  low-dose  risk  for 
humans. 

■  Most  carcinogens  and  other  known 
toxins  are  not  man-made.  In  fact 
99.99%  of  the  "pesticides"  we  con- 
sume occur  naturally  in  plants,  na- 
ture's attempt  at  protecting  them 


from  being  eaten.  When  injecte 
rats  in  high  doses,  these  chem 
cause  cancer  as  frequently  as  do 
synthetic  ones. 

Ames  explains:  Our  bodies 
care  whether  a  chemical  is  synthet 
natural.  At  low  doses  we  have  t 
elaborate  defense  systems  that  v 
the  same  way  for  both.  "It 
doesn't  make  any  sense  that  the  p 
cide  residue  on  a  tomato  is  doinj 
any  more  harm  than  the  natural  p 
cide  in  the  tomato." 

He  has  a  favorite  illustration:  T 
are  more  "known  carcinogens"  ir 
morning  cup  of  coffee  than  in 
pesticide  residue  on  food  one  ct 
comfortably  eat  in  a  year.  And  onl) 
of  over  1 ,000  chemicals  in  coffee 
even  been  tested. 

In  a  1992  study  he  found 
broccoli,  brussels  sprouts  and  basil 
contain  rodent  carcinogens  by 
risk  standards,  as  do  mangoes,  mi 
rooms  and  mustard,  potatoes, 
nips  and  pears. 

He  is  pressing  the  National  Tc 
cology  Program  to  randomly  j 
more  natural  pesticides,  to  douU 
check  their  rate  of  carcinogeni< 
compared  with  that  of  man-m. 
chemicals.  So  far,  they  have  declim 
"1  guess  I'm  sort  of  rubbing  tl 
nose  in  it,  but  I  want  to  point  out 
double  standard." 

Needless  to  say,  Washington,  D 
pretends  not  to  hear  Ames  and 
scientific  colleagues.  Last  month 
Clinton  Administration  proposec 
sweeping  expansion  of  food  sat 
laws.  The  aim  is  to  ban  outright  the 
pesticides  that  don't  meet  the  gove 


104 


Forbes  ■  October  25,  I*:* 


Ames  in  his 

the  University  of 

nia,  Berkeley 

pie  have  completely 

tten  about  the  natural 


"health  standard."  Ames  says 
the  standards  contain  "enor- 
s  exaggerations." 
linking  about  that  cup  of  coffee, 
s  refers  to  "a  handful  of  activist 
tists,"  most  of  whom  work  for 
onmental  groups  dependent  on 
ing  scares.  He  names  the  Natural 


Resources  Defense  Council  (author 
of  the  now  discredited  Alar  apple 
pesticide  scare)  as  "the  worst"  of  the 
professional  scaremongers. 

However,  Ames  places  only  sec- 
ondary blame  on  the  activist  scientists 
and  those  who  cater  to  them.  The  real 
problem  is  bureaucracy  itself  Making 
oblique  reference  to  Nobel  laureate 
economist  James  Buchanan's  public 
choice  theory,  he  reminds  his  listener 
that  organizations,  once  established, 
pursue  their  own  interests,  not  some 
vague  public  good.  "Environmental- 
ists don't  want  to  think  about  that.  It 


was  the  socialist  fallacy — you  set  up  a 
bureaucracy,  and  it  will  work  for  altru- 
ism. I  knew  lots  of  good  guys  who 
went  to  work  for  the  epa  because  they 
were  idealistic,  but  it's  mn  by  lawyers, 
and  the  institutional  incentives  take 
over." 

Ames  knows  whereof  he  speaks 
from  personal  experience.  He  is  a 
member  of  a  commission  of  the  Na- 
tional Academy  of  Sciences  whose 
task  it  is  to  write  reports  for  govern- 
ment agencies.  "The  scientists  on  the 
committee  are  really  top  people,"  he 
says.  "But  they  keep  putting  out  lousy 
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7ER  YONE  IN  YO  UR  CASTLE, 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
^'Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

flortir 

iiiiiiiiiiniii  Miiiiilii        soLin  ansiwers  for  a  changing  world 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377- 7282. 
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reports." 

Wliy?  Because  of  the  "tremendous 
pressure"  on  them  to  conform  to 
institutionally  established  govern- 
ment risk  standards. 

The  most  recent  one,  issued  in  the 
summer,  claimed  that  children  are 
especially  at  risk  from  pesticides.  It 
was  wiclely  reported  in  the  media  and 
is  a  driving  force  behind  the  new 
proposed  restrictions. 

Ames  savs  that  the  "fine  print"  is 
modest  in  its  claims,  but  notes  that 
reports  written  by  committees  are 
wide  open  to  interpretation.  The  end 
result  was  misleading. 

Environmental  health  regulation, 
Ames  says,  is  a  series  of  tradeoffs. 
Risks  compete  with  risks,  and  if  you 
exaggerate  one,  you  di\'ert  resources 
from  another.  He  says  that  the  kpa  is 
far  past  the  point  where  it  is  counter- 
productive. 

But  isn't  he  going  a  little  tar  when 
he  says  that  the  hpa  kills  people.^  Not 
at  all,  he  explains: 

Widespread  scientific  evidence, 
some  of  it  from  his  lab,  confirms  the 
homespun  wisdom  about  fruits  and 
vegetables:  Eating  plenty  of  them 
(and  only  9%  of  the  U.S.  population 
does)  reduces  incicHences  of  most 
types  of  cancer  by  up  to  50%.  Pesti- 
cides have  provided  a  measurable 
health  advance  by  bringing  down  the 
cost  of  fresh  produce.  So  if  vou  restrict 
pesticide  use,  the  cost  of  fruits  and 
vegetables  is  likely  to  go  up.  And  the 
most  price-sensitive  shoppers,  the 
poor,  are  alreadv  the  most  \  ulnerable 
to  cancer. 

Which  is  why,  Ames  says,  the 
EPA  kills. 

Now  64,  Ames  credits  his  Italian 
wife,  also  a  professor  of  biochemistiy 
at  Berkeley,  with  his  own  demonstra 
bly  good  health.  "She's  a  great  cook.  I 
eat  Mediterranean,"  he  says.  And  he 
lights  up  when  the  subject  turns  to  his 
current  research  on  aging:  "As  we 
understand  the  mechanism,  there  are 
hundreds  of  ways  to  inten  ene."  He 
adds  with  a  wry  smile,  "I  am  tiying  to 
solve  it  before  all  my  neurons  go 
rancici." 

When  it  comes  to  his  own  life  span, 
one  thing  he's  not  worried  about: 
chemical  pesticides.  "Unless  you 
wade  around  in  the  stuff,  pesticides 
don't  cause  cancer.  That's  the  bottom 
line."  ■■ 


Tokyo  sushi  eaters  created  a  small  but  thriving  boom 
California's  fishing  industry.  Then  California's  misguic 
bureaucrats  helped  cede  the  markets  to  others. 

Choppy  waters 


By  Nina  Munk 

Last  mon  th  a  California  state  court 
juiy  in  Malibu  sat  through  five  days  of 
evidence  and  found  50-year-old  Vin- 
cent Puleo  guilty  of  picking  uncier- 
sized  sea  urchins.  Puleo  argued  that 
by  the  time  he'd  brought  them  to 
shore  the  urchins  had  shrunk,  but  it 
was  no  use.  Found  gtiilty,  he  faces  a 
maximum  six-month  jail  sentence  and 
a  $1,000  fine. 

A  dozen  years  back  Puleo  could 
have  picked  all  the  urchins  he  liked, 
but  he  wasn't  very  interested.  Until 
the  late  1970s  urchins  were  consid- 
ered pests — they  ate  the  kelp  that 
valuable  abalone  fed  off  and  their 
spines  pierced  the  feet  of  swimmers. 
Then  California  discox  cred  the  sushi 
bars  of  Tokyo,  where  nothing  is  more 
prized  than  uni,  the  fleshy  orange- 


colored  sex  organ  of  a  sea  urchin. 

Almost  overnight,  the  gold  r 
hit.  As  tales  of  divers  earning  $  1 ,0( 
day  spread,  hundreds  of  young  he 
fuls  slipped  into  scuba  gear  and  st 
ed  picking.  From  1982  to  1992  s. 
of  urchins  at  California's  docks  s 
from  $3.5  million  to  $29  million. 
prickly  creatures  now  represent 
most  a  quarter  of  the  $131  millioi 
fish  caught  in  California. 

Then,  the  predictable:  High  pri 
attracted  more  fishermen  and  by 
late  1980s  the  seas  began  to  be  fisl 
thin.  Hoping  to  remedy  the  situatu 
the  bureaucrats  got  into  the  act.  C 
fornia's  Department  of  Fish  &  Ga 
restricted  the  number  of  days  div 
are  allowed  out;  introduced  size  lini 
on  urchins;  and  cut  back,  from  a  p^ 


California  urchin  clivers  bring 
in  the  clay's  catch 

Competition  from  Maine  has  liit  hard. 
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Urchin  diving 


of  915,  the  number  of  diving  permits 
issued,  to  about  575  (the  goal  is  to 
reach  400). 

The  regulations  have  been  success- 
ful in  one  sense:  Since  1988  the  num- 
ber of  urchins  picked  has  dropped 
from  52  million  pounds  to  30  million 
pounds. 

So,  are  urchin-fanciers  having  to 
switch  to  tuna  sushi?  Nope.  As  Cali- 
fornia's fisherman  have  stayed  home 
and  idled  their  equipment,  Maine's 
diving  permits  have  surged — at  last 
count  there  were  over  1,000 — and 
there  are  few  restrictions  on  diving 
days.  In  1989  Maine's  urchin  catch 
was  less  than  one-fifth  the  size  of 
California's.  Last  year  Maine  caught 
26  million  pounds  to  California's  32 
million.  Business  is  also  growing  in 
Massachusetts,  Washington,  Oregon 
and  British  Columbia.  "We  really 
gave  them  our  markets,"  says  urchin 
diver  Robert  Hastie,  36,  of  Oak 
View,  Calif 

Wouldn't  the  competition  have 
shown  up  anyway?  Eventually  yes,  but 
never  as  easily  or  brutally  as  it  has.  Last 
year  the  dollar  value  of  California's 
urchin  sales  fell  13%.  This  year  should 
be  worse  still  for  the  small  businesses 


Boxed  uni  waiting  to  be  sold 

at  Tokyo's  Tsukiji  market 

Not  as  popular  as  it  once  was. 


that  catch  and  process  urchins.  David 
Rudie,  owner  of  San  Diego's  urchin 
processor  Catalina  Offshore  Prod- 
ucts, thinks  he  could  lose  $60,000 
this  vear  on  sales  of  about  $3  million. 


At  its  peak  in  1986  and  1987 
company  earned  $200,000  on  sal 
$4  million.  He  has  had  to  cut  his 
employee  staff  to  55  and  shrink 
workweek  to  just  four  days. 

Thus  does  bureaucratic  buni 
hurt  the  small  business  people 
account  for  most  of  the  nation' 
creation. 

'•''So  many  guys  out  there  are  gi 
under  that  if  I  can  just  hold  c 
should  be  okay,"  says  Rudie,  38,  v 
wearing  fided  blue  jeans  and  a  Ts 
inspects  the  crates  of  urchins 'd 
ered  to  his  litde  plant.  Of  the  H'. 
urchin  processors  registered  in  C 
fornia  last  year,  15  remain. 

The  final  blow  to  this  fragile  in 
tiy  may  come  from  the  veiy  place 
nurtured  it:  Japan.  Like  other  lu: 
items,  uni,  which  sells  in  Tokyo  s 
bars  for  as  much  as  $5  apiece,  is  far] 
popular  than  it  once  was. 

One  miserable  day  in  early  Sept 
ber  the  Japanese  broker  who  ham 
Dave  Rudie's  sales  business  recei 
just  $12  for  300  grams  of  uni 
Tokyo's  Tsukiji  central  whole 
market.  Two  weeks  earlier  he  had 
the  same  grade  for  more  than  t\ 
that  price. 
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When  only  the  very  hest  hotel 
accommodations  will  do,  choose  from 
the  270  Leading  Hotels  of  the  World, 
located  on  six  continents  in  56  countries 
throughout  the  world.  They  share 


unpeccable  standards  in  service,  decor  and 
cuisine.  Yet  each  is  renowned  for  its  own 
individual  style,  beauty  and  character. 

For  reservations,  a  complimentary 
copy  of    The  Leading  Hotels'  1993 


Directory  and  a  one  month  free  horn 
use  of  The  Leading  Hotels'  ne 
video,  contact  your  travel  consultaii 
or  telephone  (800)  223-6800 
(212)  838-3110.  Fax  (212)  758-736 


"TheFJeadin^otels  oftMWorM' 

The  Greatest  Tradition  in  llospitaUty  tlie  World  Has  Ever  Known 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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ding  a  job  with  a  future,  one  that  is  related  to  their  edu- 
)n,  that's  the  ultimate  test  college  graduates  face  today.  A 
i  education  isn't  enough.  Students  need  both  the  theory 
the  practical  application  of  that  theory  which  are  necessary 
n  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  education 
prepares  students  to  meet  the  demands  of  American  busi- 
;es.  Taught  by  instructors  with  real- world  experience.  So 
bates  will  be  better  prepared  to  handle  the  jobs  tomorrow's 
mological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today  ITT  Tech,  part  of  ITT's  Financial  &  Busmess  Services 
group,  is  one  of  the  leading  private  career-focused  programs 
in  the  U.S.  Teaching  entry  level  skills  for  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 

fields.  It's  good  to  

know  our  invest-     TnprTI  ^^'^^  ^^^^^B  ™^ 

ment  is  working.        .L  -L  than  just  our  name. 


FINANCIAL  &  BUSINESS  SERVICES     ITJ  MANUFACTURED  PRODUCTS     ITT  RAYONIER     ITT  SHERATON 


After  a  couple  of  decades  of  running  his  own  small 
company,  Bran  Ferren  has  sold  out  to  Walt  Disney. 
Can  a  self-styled  "creative  wacko"  worth  millions 
find  happiness  in  a  giant  corporation? 

Playing  in  a 
biggei*  sandbox 


By  Gail  Buchalter 


When  Bran  Ferren  was  oi 
months  old,  his  mother  recalls  s 
him  crawl  from  under  a  table,  c| 
ing  a  knob  that  had  fallen  ol 
record  player  days  earlier.  The 
dragged  himself  across  the 
room  floor  and  managed  to  stai 
just  long  enough  to  reattach  it. 

What  else  could  a  kid  like  that 
up  to  be  but  a  tinkerer?  He  det 
school  and,  even  though  MiT  acc^ 
him,  he  dropped  out  after  a  yeai 
mother,  an  abstract  express; 
painter,  was  unconcerned. 

Home  in  East  Hampton  on 
York's  Long  Island,  Ferren  wc 
on  lighting  design  for  local  th 
groups  and  rock  bands.  New 
City  beckoned,  and  he  began  lig 
industrial  shows  and  rock  concei 

Eager  to  have  an  office  instc. 
working  out  of  his  mother's  hi 
young  Ferren  approached  the  Ba 
New  York  in  1970  for  a  $5,000 
He  showed  the  banker  a  list  of  < 
pleted  jobs,  signed  contracts  ano 
ters  of  recommendation.  No  way 
the  bank,  forcing  Ferren  to  figun 
how  to  do  what  he  wanted  wit 
needing  a  bank.  "I  got  people  tc 
up  front,"  he  says.  Gradually  exp 
ing  his  little  company,  he  got  . 
break  in  1979,  when  he  was  hin 
the  visual-effects  director  for  tht 
ence  fiction  thriller  Altered  State 

That  film  led  to  other  movies- 
bigger  deals  for  concerts  and  sh 
'•'We're  a  word-of-mouth  busi 
We  don't  have  salesmen.  Prospe 
clients  talk  directly  to  me,  and  I 
to  be  passionate  about  what  1  do 

Ferren  had  become  a  hot  prop 
Lighting,  sound  and  special-et" 
jobs  for  Broadway  shows  came 
including  iJi'zfaand  Cats.  In  198' 
producers  Sunday  in  the  Park 
George  asked  him  to  design  a 
qucncc  in  which  a  laser  show 
combined  with  projection  and 
images. 

Next,  laser  and  projection  worl 
the  Rolling  Stones,  Pink  Floyd 
.Da\  id  Bowie,  among  others.  For 
Star  Trek  V  film,  he  combined 
action  shots  with  animation  and  n 
els.  For  a  big  Paul  McCartney  tou 

Walt  Disney  Imagineering's  Bran  Ferren 

in  his  new  home  in  Los  Angeles 

"I  wanted  a  new  set  of  opportunities 
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Some  k  Ev 


Pacific  Commercial  Funding 
Corporation 


$9,377,000 

LkaSES  KM)  Lows  FOR 
NE\»  EQIIPVIEM  FlNWCIM, 

AND  Eqiipmkm  Rkkinwcim; 


U.S.  Transportation  Systems 


$4,500,000 

Seclred  Line  of  Credit 


Timothy's  Coffees  Of  The  World 


$1,500,000 

PtRCHASE  OF  CoWERTlULE 

Preferred  Stock 


Williamholse-Regency 
Of  Delaware,  Inc. 


$60,000,000 

Semor  WoRKl^G  Capital  Facility 
And  Term  Loan 


ACF  Indlstries 


$30,000,000 

Loan  for  743  Railurs 


PiTTSTON 


),458,658.12 

Single  Investor  T\\  Lease 

FOR  SlRFAtE  AND  LnDERCROLND 

Coal  Mining  Eoltpment 


|his  year,  The  CIT  Group  will  make  over  $4  billion  available  to 
American  industry.  Our  asset-based  lending  programs  are  helping 
companies  like  those  listed  here  increase  profitability  and  productivity 


©  1993  The  CIT  Group.  Inc. 
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ding  Additions. 


New  Ventire  Gear  Inc. 


$35,000,000 

REVOLVl^c  Low  &  Seciritv 

ACREEMK\T  FOR 
TRANSPORHTIoN  (',(I\IIM)\E\T 

Ma.mfactlrim;  Eyiii'\it\T 


Crest 

The  Uniform  Company 


$21,000,000 

Senior  Workinc  Cu'iru,  F\(.ii,it^ 
\Mi  Thrm  Low 


Loan  Star  Steel  Company 


$55,000,000 

Senior  Seclred  Working 
Capital  Facility 


Cardinal  Technologies 


$15,000,000 

Seclred  Line  of  Credit 


A.H.  ScHREiBER  Company,  Inc. 


$20,000,000 

Revolving  Credit  Facility 


El  Camino  Resources,  Ltd. 


$45,166,074 

DiSCOLNTING  OF  LEASE?  FOR 

IBM  Data  Processing 
Eqlipment  and  Peripherals 


by  making  needed  capital  investments. 

Find  out  how  you  can  add  on  to  your  bottom  line.  Call 
The  CIT  Group  at  1-800-545-5440. 


Americas 
Most  Experienced 
Asset- Based 
Lender 


STARTING  YOUR  OWN  BUSINESS 


designed  and  built  a  computer-con- 
trolled projection  system  that  pro- 
duced huge  images  behind  the  stage. 

By  1987  sales  had  topped  $5  mil- 
lion, as  Ferren  spread  his  business 
through  a  sprawl  of  rented  ware- 
houses, garages  and  offices  around 
East  Hampton.  But  he  found  it  in- 
creasingly inefficient  not  to  have  ev- 
erything under  one  roof.  "•Pm  a  firm 
believer  in  management  by  wander- 
ing around.  I  need  to  get  up  and  see 
what  everyone's  doing  and  make  sure 
it  makes  sense,"  he  says. 

By  now  the  banks  were  willing  to 
talk.  Ferren  borrowed  $500,000  from 
Chemical  Bank  to  build  a  27,000- 
foot  production  and  design  facility. 
Why  East  Hampton.^  "Once  I  decid- 
ed our  client  base  was  going  to  be 
worldwide,  I  thought  I  might  as  well 
be  inconvenient  to  all  of  them  rather 
than  just  one  or  two  and  live  in  an 
awftil  place,"  he  says. 

Ferren  didn't  just  limit  himself  to 
show  biz.  In  1987  the  U.S.  Navy 
hired  him  to  design  a  long-range  \'i- 
sion  system  that  gives  robots  the  abili- 
ty to  see  in  three  dimensions  instead 
of  two. 

Then  Ferren  met  the  Walt  Disnev 


Co.  Ferren  first  started  working  with 
Disney  in  1989  as  a  technology  and 
design  consultant.  Then,  last  spring, 
Ferren  sold  Disney  his  32-employee, 
privately  held  $10  million  (estimated 
1992  sales)  company — Associates  & 
Ferren.  The  gossip  on  The  Street  is 
that  Disney  paid  him  $20  million,  but 

Ferren's  work  on 
Altered  States  led  to 
other  movies  and  bigger 
deals  for  concerts  and 
shows.  "We'reaword-of- 
mouth  business.  We 
don't  have  salesmen. 
Prospective  clients  talk 
directly  to  me,  and  I  have 
to  be  passionate  about 
what  I  do." 


money  wasn't  all  that  Ferren  got  out 
of  the  deal.  'T  wanted  a  new  set  of 
challenges  and  opportunities  I 
couldn't  have  as  a  little  company," 
says  Ferren.  "Disney  provides  a  big- 
ger sandbox." 

In  that  sandbox  Ferren,  now  40,  is 
senior  vice  president,  creative  tech- 


nology, for  Walt  Disney  Imagine 
ing,  the  Disney  division  that's 
charge  of  making  stuff  like  sc 
theme  park  rides. 

A  Disney  man  now  oversees  day- 
day  operations,  leaving  Ferren  w 
he  calls  the  more  fun  job  of  explor 
ways  of  getting  the  creative  side 
Disney  to  work  better  with  the  tech 
cal  types.  On  what?  Industry  tall 
that  it's  virtual  rcalit}' — the  new  tc 
nology  that  immerses  a  participant 
a  realistic  environment  he  can  c( 
trol.  Ferren  talks  about  applying 
technology  to  games  for  the  hoi 
arcades  and  theme  parks.  Eventua 
he  predicts,  "it's  going  to  evolve  fn 
a  curiosity  to  an  industry." 

Ferren  now  splits  his  time  betwi 
Los  Angeles  and  East  Hampton.  I 
Long  Island  home  has  a  34-by-' 
foot  kitchen  for  Robyn  Low,  his  11 
in  girlfriend  who's  a  master  chef 

Can  an  eccentric  tinkerer  find  h 
piness  in  the  bosom  of  a  $7.5  bill 
corporation.^  Patting  his  widen 
girth — a  result  of  Low's  cookini 
Ferren  says,  no  problem.  "They  [  I 
ney]  acknowledge  the  importance 
getting  their  creative  wackos  to  t 
happy." 


1- 


oncluding 

a  busy  schedule 


of  fifteen  meetings 

with  ten  clients  in  five 
countries,  isn't  it  wonderful  to 

come  back  home  to  the  warmth  of  Mandarin  Oriental 


MANDARIN  ORIENTAL 
HONG  KONG 


Mandarin  Oriental,  Hong  Kong  •  Mandarin  Oriental,  Jakarta  •  Mandarin  Oriental,  Macau  •  M.indarin  Oriental.  Manila  'Mandarin  Oriental,  San  Francisco 
The  Oriental,  Bangkok  'The  Oriental,  Singapore  •  IheFJeadirfllotelsorth^Worid 

Hotel  Bcia  Vist,i,  M.ii:.iu  •  Rj.in  1  alint;  Ng.ini,  I'h.iiLmd  •  Phuket  Club,  1  luiKind  •  "Fhe  [-XLelsior,  H<  )ng  Kong 


Public  broadc^astiitg  has  been 
Itelpiiig  preschoolers  leant  for  25  years. 

Now  it^s  time  to  bring  business 
into  the  picture. 


What  place  do  Big  Bird  and  Mister 
jers  have  in  child  care  centers?  How  do 
nb  Chop,  Barney  the  Dinosaur,  and 
omas  the  Tank  Engine  fit  into  your 
ipany's  school  readiness  agenda? 

These  familiar  characters  from  public 
adcasting's  popular  children's  television 
grams  are,  perhaps,  \he  most  visible 
ament  to  our  25  years  of  working  in 
school  learning. 

Less  visible  —  yet  no  less  important  — 
public  broadcasting's  other  school 
idiness  resources. 

Ranging  from  teacher  materials  to 
Ixuctional  videos  to  computer  programs, 
ise  resources  strengthen  the  educational 
be  of  our  television  programming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Care  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
parents,  and  child  care  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
children  basic  learning  and  social  skills. 

Most  important,  each  shares  a  common 
goal:  to  help  children  enter  school  ready 
to  learn. 

Now  it's  time  for  you  to  enter  the 
picture.  Make  school  readiness  a  priority  in 
your  education  reform  activities.  To  learn 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

□  Public  broadcasting's  preschool 
learning  resources. 

□  Public  broadcasting's  other  school 
reform  resources. 


Name 


Title 


Company/Organization 


Address 


City 


State 


Zip 


Telephone 

Mail  to: 

Corporation  for  Public  Broadcasting 

„   Preschool  Learning 

CORPORATION  J,  _  „ 

FOR  PUBLIC  P  O-  Box  549 

BROADCASTING  Alexandria,  VA  22313 


mrnm 
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As  a  student  at  the  University  of  Oklahoma,  Jeff  Webb  was  a  great  cheerleader, 
but  it  is  at  making  money  from  cheerleading  that  Webb  has  really  excelled. 


School  for 
cheerleadei's 


By  R.  Lee  Sullivan 

Every  year  over  a  million  young 
cheerleaders  urge  their  high  school 
and  college  athletic  teams  on  to  \'ic- 
tory.  Apart  from  some  natural  athletic 
abilit)'  and  plenty  of  pep,  these  cheer- 
leaders are  made,  not  born.  And  no 
one  makes  cheerleaders  better  than 
Jeffrey  Webb,  founder  and  chief 
cheerleader  of  Varsity  Spirit  Corp. 

This  past  summer  Varsit\'  Spirit 
trained  116,000  cheerleaders  at  600 
camps  held  on  college  campuses 
across  the  country.  Varsity  charges 
$155  for  each  kid  enrolled  in  its  four- 
day  sessions,  where  students  learn 
routines  based  around  crowd -thrill- 
ing leaps,  tumbling  and  aerial  stunts. 

That  $155  sounds  like  a  good  deal, 
and  it  is:  The  tuition  barely  covers  the 
company's  costs.  Ah,  but  there's 
more  to  it  than  just  instruction.  Varsi- 
ty' also  supplies  cheerleading  squads 
with  uniforms,  shoes,  pom-poms,  rib- 
bons, jewelry,  megaphones,  duffel 
bags  and  sundr}'  kit.  The  cost  of 
equipping  a  cheerleader  head -to- toe 
is  about  $200,  and  most  schools  let 
the  cheerleaders  vote  on  which  sup- 
plier to  use.  Naturally,  Varsit)''s  in- 
structors wear  their  employer's  gear 
and  pass  out  catalogs  as  they  teach. 

This  is  one  marketing  strategy  that 
wins.  Uniforms  and  other  equipment 
make  up  around  62%  of  Varsit^^'s  sales 
and  72%  of  its  profits.  Mark  Plummer, 
an  analyst  with  Little  Rock-based  Ste- 
phens Inc.,  expects  Varsity's  sales  will 
exceed  $47  million  this  year;  earn 
ings,  $2.9  million  (or  96  cents  a 
share),  up  around  20%  from  last  year. 

Webb,  43,  got  his  start  as  a  cheer- 
leader for  the  University  of  Oklaho- 
ma's football  team  in  the  early  Seven- 
ties, and  then  learned  the  business 


Cheering  the  Tigers 
on  opening  day  at 
Louisiana  State 
University  (below) 
Cheerleaders 
are  made,  not  born. 
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:  of  things  as  an  instructor  for 
las-based  National  Spirit  Group,  a 
'ately  owned  $50  million  (estimat- 
1993  sales)  outfit  that  was  the 
hallenged  force  in  cheerleading 
il  Webb  came  along, 
n  1974  Webb  quit  National  and 
ted    Varsity.     Startup  capital: 

000  fi"om  his  savings  account  and 
),000  raised  from  friends  and  rela- 
s  in  a  limited  partnership. 
Suoyed  by  promises  from  several 
ructors  at  National  Spirit  to  join 

1  if  he  got  his  new  company  going, 
bb  began  offering  cheerleader 
ning  classes  to  high  school  and 
eges  in  the  middle  South  and  Mid- 
it.    His   primary   selling  point: 


Whereas  National  Spirit  taught  the 
same  old  routines  year  in  and  year  out, 
Webb's  Varsity  Spirit  would  teach 
new  routines  based  on  more  athletic 
and  g}'mnastic  stunts. 

Webb  knew  he  was  taking  a  big  risk. 
"If  the  registration  forms  dicin't  come 
in,  we  were  out  of  business,"  he  re- 
calls. But  at  the  last  minute  the  mail- 
man arrived  with  a  full  sack,  and  Webb 
became  his  own  best  cheerleader:  "I 
was  yelling  and  screaming,  throwing 
letters  into  the  air.  I  knew  we  were 
going  to  survive."  Webb  ran  39 
camps  and  clinics  that  year,  some- 
times sleeping  in  his  car  as  he  traveled 
from  site  to  site. 

By  1979  Varsity  Spirit  was  bringing 


in  $2  million  a  year  from  its  training 
camps.  That's  when  Webb  attacked 
the  second  and  more  profitable  leg  of 
National  Spirit's  business:  uniforms 
and  accessories. 

Again  his  competitor  gave  Webb  an 
opening.  Cheerleaders  performing 
Varsity's  new  stunts  were  asking  for 
more  comfortable  and  more  stylish 
outfits  than  traditional  sweaters  and 
sldrts.  Webb  responded  with  less  con- 
strictive designs  featuring  a  variety  of 
necklines,  sleeveless  tops,  culotte 
skirts  and  jumpers.  In  its  first  year  the 
uniform  business  added  $200,000  in 
sales.  Last  year  equipment  sales  hit 
$26  million. 

The  business,  headquartered  in  se- 
date offices  in  Memphis,  Tenn.,  has 
been  good  to  Webb.  In  1989  he  and 
his  original  backers  cashed  out  a  big 
chunk  of  their  holdings,  selling  two- 
thirds  of  the  company  to  two  inves- 
tors in  a  deal  that  loaded  the  company 
up  with  debt.  Webb  personally  pock- 
eted $7.7  million.  Last  year  the  new 
investors  turned  around  and  sold  half 
of  Varsity's  equity  to  the  public  for 
$14.6  million,  making  tidy  profits  for 
themselves  and  paying  down  all  of  the 
company's  debt.  At  a  recent  13%, 
Varsity  Spirit's  shares  are  up  only 
slightly  from  their  initial  offering 
price  of  $12.  Webb  still  holds  a  13% 
stake,  worth  about  $5  million. 

Branching  out,  Webb  has  begun 
promoting  dance  teams  to  schools. 
Dance  teams  perform  choreographed 
half-time  routines  to  entertain  the 
crowd.  They  are  bigger  than  cheer- 
leading  squads,  the  costumes  more 
expensive:  around  $300  for  leggings, 
sequined  boleros,  tops  and  skirts. 

Webb  has  also  expanded  overseas. 
Cheerleading  is  very  popular  in  Japan; 
Varsity  Spirit  held  20  camps  there  last 
summer. 

But  Webb  isn't  for  a  moment  tak- 
ing his  eye  off  the  $200-million-a- 
year  U.S.  market  for  cheerleading 
classes  and  equipment.  Varsity  has 
almost  caught  up  with  National  Spir- 
it, and  Webb  vows  to  pull  ahead. 
"We've  only  just  gotten  started,"  he 
declares.  "We  intend  to  dominate  the 
market."  But  his  old  employer  prom- 
ises to  make  it  a  tough  race.  Growls 
67-year-old  Lawrence  Herkimer, 
who  started  National  in  1948:  "Jeff 
ought  to  be  thrilled  he  ever  knew 
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TECHNOLOGYTHAT 
WORKS  FOR  LIFE 
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Through  commitment. 
Innovation  and  technological 
leadership,  Samsung 
has  become  one  of  the  world's 
fastest-growing  resources. 
Not  only  are  we  on  the  forefront 
of  electronics,  but  we've 
received  worldwide  recognition 
for  our  advances  In 
chemistry  and  engineering  as 
well.  Below  are  Just 
a  few  examples  of  how  we  are 
making  technology  work 
for  everyone.  For  more,  write 
P.O.  Box  260,  RIdgefleld  Park, 
NJ  07660.  Phone  800-SAMSUNG. 
Fax  201-229-6058 

ELECTRONICS 

64M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

High-deflnltlon  TV 

199-gram  cellular  phone 

Green  Monitors 
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ENGINEERING 
Double-hull  oil  tanker 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

CHEMICALS 
Engineering  plastic 
Petrochemicals 
IPP  uitraflne  fabrics 


1993  The  Samsung  Group 


UP  &  COMERS 


Entrepreneurs  will  often  make  big  money  on 
a  fad  product,  only  to  see  the  fad  fizzle. 
Here's  how  Safety  1st  founder  Michael  Lerner 
turned  his  fad  product  into  a  sustainable 
and  very  lucrative  business. 

Entrepreneur 
on  board 


By  Janet  Novack 


Safety  Ist's  Michael 
Lerner  (left)  and 
Michael  Bernstein 
Product  testing 
with  experts. 


Nine  years  ago  Michael  Lerner  was 
running  a  little  executive  recruiting 
business  with  his  father  in  Boston.  But 
Lerner,  then  30,  really  wanted  to  run 
a  consumer  products  business.  He 
found  what  he  was  looking  for  when  a 
college  friend  put  him  in  touch  with  a 
couple  attempting  to  sell  an  idea 
they'd  spotted  in  Germany. 

Their  idea:  yellow-and-black,  dia- 
mond-shaped signs  that  say  "Baby  on 
Board!"  They  go  in  car  windows. 
You've  probably  seen  them.  They're 
cute,  and — who  knows.^ — they  might 
even  encourage  other  drivers  to  drive 
extra  cautiously  so  as  not  to  endanger 
an  infant. 

Lerner  made  a  deal  with  the  couple: 
no  money  up  front  for  their  idea,  but  a 
percentage  of  profits,  if  any,  down  the 


road.  Next,  he  spent  $30,000  of  his 
savings  to  design  packaging  and  pro- 
duce 20,000  signs.  Product  in  hand, 
he  started  knocking  on  the  doors  of 
discount  chain  buyers. 

"People  cither  loved  those  signs  or 
hated  them,"  says  Lerner.  "But  they 
got  us  going.  In  September  1984  I 
sold  10,000,  and  by  the  end  of  1985  I 
was  selling  a  half-million  a  month." 
Lerner  says  his  Safet)'  1st  Inc.  (1992 
revenues,  $28.5  million),  of  Chestnut 
Hill,  Mass.,  has  sold  a  total  of  some  4 
million  Baby  on  Board  signs,  taking  in 
over  $3  million.  (The  couple  who 
brought  him  the  idea  ended  up  with 
$100,000.) 

By  1987,  however,  the  Baby  on 
Board  fad  was  petering  out,  thanks  to 
millions  of  luiockofifs  and  parody 


signs  such  as  "Mother-in-law 
Trunk."  It  was  at  this  point  i 
Lerner  prfwed  his  mettle.  As  he  p 
died  his  signs,  he  paid  close  attent 
to  his  customers — a  growing  grou 
parents  with  new  babies.  Lerner 
gan  thinking  about  what  other  pr 
ucts  he  could  sell  them. 

Safety  products  for  babies  seem( 
natural.  Consumer  advocates 
raised  safety  awareness.  True,  a  ni 
ber  of  small  companies,  like  Kinc 
Card  Corp.,  had  created  utilitai 
products  like  cabinet  latches  and  e 
trical  outlet  plugs.  But  Lerner  felt  t 
no  one  had  really  focused  on  the  bi 
safety  product  category.  ; 

To  help  develop  a  line  of  sal 
products,  in  1986  Lerner  recrui 
Michael  Bernstein.  Now  50,  Be 
stein  had  held  marketing  and  prod 
tion  positions  with  several  baby  pi 
ucts  companies  and  knew  low-( 
manufacturers  in  Asia. 

Moving  quickly,  Lerner  and  B< 
stein  used  the  cash  generated  by 
Baby  on  Board  signs  to  bring  out 
products,  including  baby-proof  cs 
net  latches  and  new  items  such 
inflatable  bathtub  spout  covers 
keep  kids  from  hitting  their  headsl 
hard  metal  spouts.  Their  prod 
ideas  often  came  from  friends  vi 
young  children,  or  from  watch 
kids  or  reading  accident  reports.  B 
lot  of  Lerner's  products  were  sim 
knockoflFs  and  improvements  on 
isting  products,  such  as  better-fitt 
outlet  plugs  and  stove  knob  cover 

Lerner's  big  break  came  in  19' 
when  Toys  "R"  Us  moved  to  cons' 
date  its  buying  of  baby  safet)'  gad£ 
and  chose  Safet}'  1st  as  its  sole  sup 
er.  Martin  Fogelman,  vice  presid 
for  infant  and  juvenile  products 
Toys  "R"  Us,  says  he  picked  Saf 
1st  for  three  reasons:  It  had  splasi 
packaging,  more  innovative  prodi 
and  was  able  to  deliver  product  m 
cheaply.  I 

Once  in  the  door  at  Toys  "R" 
Lerner  began  looking  for  big^ 
more  expensive  things  he  could  m 
and  sell.  In  1990,  for  example,  Sal 
1st  introduced  a  $13  (at  retail)  b; 
bath  seat  with  a  twist:  Instead  of 
standard  white  tripod,  the  Safet}' 
seat  is  bright  blue  and  has  a  s\\ 
seat,  so  parents  can  more  easily  cl 
Junior's  back  and  front.  It's  now 
top-selling  bath  seat  in  the  nation 


122 


Forbes  ■  October  25,  1' 


For  the  past  few  years,  we've  had  a  saying  at  CIGNA:  ''We  get 
mid  for  results'/  But  for  far  longer  than  that,  we've  had  this  belief —the  more  care 
:hat  we  put  into  what  we  do,  the  better  those  results  are.  For  our  customers. 
And  for  us.  It's  not  a  simple  job,  of  course.  Fact  is,  it's  the  job  of  the  separate  CIGNA 
\  divisions  to  care  about  what  happens  to  230,000  businesses,  10  million  healthcare 

! 

members,  $32  billion  worth  of  retirement  nest  eggs  for  over  5  million  people,  and 
on  and  on.  How  do  we  do  this  enormous,  complicated  job?  In  thousands  of  ways, 
both  large  and  small.  By  getting  checks  to  storm  victims  as  fast  as  possible.  By  using 
innovative  therapies  and  coverages  to  get  disabled  workers  back  on  their  feet 
sooner.  By  visiting  thousands  of  factories  to  look  for  ways  our  property  and 
casualty  customers  can  prevent  tragedies  in  the  first  place.  Or,  just  by  remembering 
that  on  the  other  end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Our 
commitment  to  caring,  and  our  efforts  to  get  a  little  bit  better  at  it  every  day,  are 
why  we  have  replaced  our  old  saying  and  symbol  with  what  you  see  at  the  end  of 
this  message.  When  you  consider  what  it  is  that  we  do,  we  think 
you'll  agree:  it's  one  result  that  was  inevitable.  A  Business  of  Caring.  CiGNA 

Healthcare  Property  &  Casualty  Group  Insurance  Retirement  &  Investment     Reinsurance      Reinsurance    Individual  International  International 
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UP  &  COMERS 


Before  he  even  finished  his  residency,  Dr.  Steven  Sc(| 
discovered  he  preferred  ledgers  to  stethoscopes.  Nov( 
his  Coastal  Healthcare  has  3,200  doctors  on  its  payro 

Doctoirs 
on  demand 
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Lerncr  now  commands  an  impres- 
sive 1 2  feet  of  shelf  space  at  each  of  the 
retailer's  548  stores.  The  company 
also  sells  to  Wal-Mart,  Kmart  and 
Home  Depot,  as  well  as  in  supermar- 
kets, drugstores  and  smaller  baby  and 
toy  stores. 

Marvels  Ronald  Sidman,  president 
of  Kiddie  Products  Inc.,  one  of  Safet\' 
Ist's  toughest  competitors:  "Ten  or 
15  or  20  years  ago,  new  ideas  didn't 
do  well  in  baby  products.  Today  nov- 
elt)'  sells.  It's  gone  from  basics  to  a 
fashion  business." 

This  kind  of  fashion  sells  on  Wall 
Street,  too.  In  April  Lerner  and  Bern- 
stein sold  31%  of  Safety  1st  to  public 
investors  for  $24  million.  The  part- 
ner's kept  $7  million,  and  $9  million 
went  to  pay  off  debt;  the  rest  went 
into  the  corporate  till.  Analysts  expect 
the  company's  earnings  to  rise  nearly 
90%  this  year,  to  $4.3  million  (71 
cents  a  share),  on  revenues  of  $42 
million.  Offered  at  $12  apiece,  the 
company's  shares  have  since  risen  to  a 
recent  $19.50,  valuing  Safet)'  1st  at 
$125  million.  Lerner's  55%  stake  in 
Safety  1st  is  worth  $69  million;  Bern- 
stein owns  14%  worth  $17  million. 

One  of  the  products  Lerner  hopes 
will  justify'  Safety  Ist's  3-to-l  price/ 
sales  multiple  is  a  $40  (retail)  baby 
monitor.  In  February  Lerner  took  on 
everyone  from  Fisher- Price  to  Play- 
skool  with  a  baby  monitor  that  not 
only  broadcasts  a  baby's  cries,  but  also 
automatically  plays  the  Brahms  Lulla- 
by when  the  baby  does  cry.  Baby 
monitors  will  probably  add  more  than 
$4  million  to  Safet\'  Ist's  sales  this 
year.  "It  was  a  bold  move,"  says 
competitor  Kiddie  Products'  Sidman, 
with  grudging  admiration. 

Lerner  and  Bernstein  have  50  new 
products  ready  to  go  on  sale  in  1994. 
Among  them:  a  step  stool  with  built- 
in  scale,  and  a  bedrail  with  built-in 
nightlight.  Lerner  is  trying  to  figure 
out  how  to  improve  other  basic  baby 
products,  like  high  chairs,  playpens 
and  strollers. 

Ironically  for  a  fellow  who  makes 
his  money  from  babies,  Lerner  is  un- 
married and  has  no  children.  The 
pressures  of  building  a  business,  he 
says,  have  crimped  his  social  life.  'T 
am  looking,"  says  the  39-year-oki 
entrepreneur  with  a  laugh.  "I'd  love 
to  have  a  family.  Maybe  your  readers 
have  daughters."  ■■ 


By  KLate  Bohner 

Steven  Scott  grew  up  poor  in  the 
Indianapolis  suburb  of  Southport. 
His  father  walked  out  on  the  family 
when  Scott  was  6;  his  mother  raised 
him  on  a  secretary's  pay.  No  surprise 
that  as  a  poor  but  bright  boy,  he 
wanted  to  become  a  doctor-.  He 
wouki  be  able  to  help  others,  rise  on 
the  social  scale  and  li\'e  well.  All  it 
would  take  was  hard  work  and  a  good 
education. 

In  1974  he  earned  his  medical  de- 
gree from  Indiana  Universit\'.  But 
before  he  even  finished  his  residency, 
Scott  discovered  he  had  other  talents. 

It  happened  like  this.  As  chief  resi- 
dent at  Duke  University  Medical 
Center  in  1 977,  Scott  was  earning  just 


$17,500.  With  a  wife  and  two  son; 
support,  the  money  didn't  go  very : 
So  Scott  started  moonlighting  in 
emergency  room  at  Memorial  Ho5 
tal  in  Wilson,  N.C. 

It  was  a  grueling  schedule :  72  ho 
straight  on  call  at  Duke,  plus  mo( 
lighting  three  nights  a  week  in  \^ 
son,  an  hour  and  a  quarter  drive  aw 
So  when  the  hospital  administra 
offered  him  a  job  recruiting  a 
scheduling  physicians  for  the  em 
gency  room,  Scott  was  more  & 
eager  to  help. 

"1  could  make  up  to  $25  an  h( 
back  then  moonlighting  in  the  em 
gency  rooms,"  recalls  Scott,  who  \ 
quick  to  recognize  the  difference  i 
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CLASSIC 

CONNECTIONS 


Like  the  gates  of  the  Ottoman  buih  Dolmabahfe  Palace  in 
Istanbul,  Turkey  itself  has  seen  a  great  deal  of 
arrivals  and  departures  -  even  before  the  Hittites  in  2,000  BC. 
Today  Turkish  Airlines  carries  on  that  tradition  with  a  modern  fleet  of 
A340's  coming  from  and  going  to  more  countries  than  ever  before. 

And  being  at  the  gates  of  East  and  West  historically 
means  we  know  a  thing  or  two  about  how  to  give  travellers  a  warm  welcome. 
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Dr.  Bertram  Walls,  head  of  ob/gyn  operations  at  Coastal  Healthcare 
Choosing  Walls  as  a  partner  was  a  fateful  decision  for  Steven  Scott. 


tween  working  hard  and  working 
smart.  "I  figured  if  I  could  make  diat 
much  money  moonlighting,  I  could 
make  more  money  filling  the  posi- 
tions and  taking  a  management  fee." 

Scott  recuited  other  residents,  and 
soon  was  filling  the  emergency  rooms 
at  a  half  dozen  North  Carolina  hospi- 
tals. After  finishing  his  residency,  he 
set  up  an  obstetrics/gynecolog}'  prac- 
tice in  Fayetteville.  Three  years  later 
he  invited  a  former  colleague  from 
Duke  University,  Dr.  Bertram  Walls, 
to  join  him  as  a  partner. 

His  choice  of  partners  was  a  fatefi.il 
decision.  Scott  recalls  walking  into 
the  Fayetteville  Countr)'  Club  dining 
room  shortly  after  bringing  in  Walls  as 
a  partner,  and  rather  than  receiving 
the  usual  nods  and  polite  hellos,  he 
was  met  with  cold  stares.  What  had  he 
done  wrong.>  Dr.  Walls  was  black,  and 
the  idea  of  white  and  black  doctors 
working  side  by  side  in  an  ob/g)'n 
practice  didn't  sit  well  with  his  neigh- 
bors. "I  didn't  give  a  hoot  what  they 
thought,"  says  Scott,  now  45.  "Bert 
was  the  best  doctor  around." 

Scott  had  long  felt  the  South  of 
those  days  was  a  provincial  place — to 
this  day,  he  says,  male  g^mecologists 
don't  examine  women  without  a  fe- 
male "nurse /chaperone"  present. 
His  ambitions  were  outstripping 
those  of  a  small-town  southern  cioc- 
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tor.  Over  the  next  couple  of  years,  he 
eased  himself  out  of  his  metiical  prac- 
tice and  into  the  business  of  managing 
doctors. 

Starting  out  in  1983  in  a  trailer  in 
Durham,  N.C.,  Scott  recruited  resi- 
dents from  Duke,  plugged  them  into 
hospital  emergency  rooms  and 
moved  on  to  the  next  hospital.  It  was 
the  job  of  his  staff  to  keep  up  with 
scheduling,  payroll  and  malpractice 
insurance. 

Two  years  later  he  began  staffing 
hospitals  and  clinics  with  ob/gyns  to 
care  for  indigent  mothers  and  pedia- 
tricians to  care  for  their  infants.  Bert 
Walls  now  runs  that  140-doctor,  1 10- 
midwife  operation.  Soon  after,  Scott 
started  an  insurance  company  to  keep 
a  lid  on  malpractice  premiums  for 
Coastal's  doctors,  then  formed  an- 
other company  to  collect  emergency 
room  bills.  He  also  began  contracting 
doctors  to  the  military'. 

Today  Steven  Scott's  Durham- 
headquartered  Coastal  Healthcare 
Group  ( 1992  revenues,  $341  million) 
contracts  out  ob/gyn  and  emergency 
room  doctors  to  some  550  hospitals 
and  clinics  nationwide.  Neal 
Bradsher,  health  care  analyst  at  Alex. 
Brown  &  Sons,  expects  revenues  to 
climb  to  $450  million  this  year,  with 
earnings  rising  to  $14  million,  or 
$1.14,  on  Coastal's  Nasdaq-traded 
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shares,  up  from  $11  million,  oi 
cents  a  share,  last  year.  With  3i 
doctors  under  contract.  Coastal  ii 
largest  provider  of  contract  he 
care  and  administrative  service 
hospitals  in  the  countn,'. 

Unlike  most  health  care  rel 
companies,  Ck)astal  stands  to 
from  the  proposed  Clinton  In. 
care  package.  Why.>  Consider  Can 
where  medicine  has  been  sociall 
since  1984.  Emergency  room  > 
north  of  the  border  are  almost  do 
those  in  the  U.S. 

How  come?  Because  with  so 
ized  medicine,  walking  into  an  ci 
gency  room  with  a  sore  throat  is 
easier  than  calling  a  doctor  and  v 
ing  a  week  for  an  appointment.  ^ 
business  for  emergency  rooms  m 
more  business  for  Coastal.  He 
care  bill  or  no  health  care  bill — $ 
gives  it  at  best  a  50-50  chanc 
passing — Scott  has  his  compan; 
the  move. 

Coastal's  recruiters  now  r 
Coastal's  database  of  some  500. 
doctors  and  recent  medical  scl 
graduates  from  across  the  countn 
leads.  With  45  recruiters  working 
phones.  Coastal  adds  about  1 5  <\ 
tors  a  week  to  its  staff.  The  app^ 
simple.  Doctors  can  earn  as  muc 
$160,000  a  year  straight  out  of 
dency  v\'ith  none  of  the  hassle 
building  a  practice,  collecting 
and  filling  out  reams  of  forms. 

Scott  isn't  relying  just  on  intc 
growth.  Over  the  past  couple  of  yc 
he's  acquired  five  doctors'  gn 
around  the  country,  including  a  ^ 
doctor  outfit  in  San  Francisco  tha 
bought  in  Januan'  for  $15  millio 
Coastal  stock.  "Acquiring  compa 
is  like  going  fishing,"  boasts  Scoti 
catch  the  fish  and  throw  them  in] 
back  of  the  boat,  then  my  operai 
guys  decide  whether  to  fillet  thei" 
throw  them  back." 

What's  his  rush?  Just  as  hosp 
have  pushed  to  cut  costs  by  conti 
ing  out  ser\'ices  like  housekeeping 
.food  service,  so,  he  feels,  will 
ultimately  contract  out  doctors' 
vices.  So  far,  fewer  than  3,000  ol 
nation's  6,700  hospitals  use  cont 
ser\dces  such  as  Coastal's  for  pi 
cians.  But  that  number  is  grov 
fast.  And  Dr.  Scott  wants  the  b 
ness.  "We're  on  top  now,"  he 
"and  we  want  to  stay  on  top." 
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\RKER  DUOFOLD.  THE  FINEST  CRAFTED  WRITING  INSTRUMENTS  IN  THE  WORLD. 


Jl  4^  PARKER  DUOFOLD 


The  Duofold  Marbled  Green  Ball  Pen,  $150.  •  LIFETIME  GUARANTEED  *  For  more  information  call  1-800-BESTPEN. 

SAKS  FIFTH  AVENUE  •  MARSHALL  FIELD'S  •  BLOOMINGDALE'S 


HOW 
JOHNSON  WAX 
GOT  A 
BEAUTIFUL  FINISH 
IN  THREE 
EASY  STEPS. 


When  a  leading  manufacturer  of  household  products 
wanted  to  increase  productivity  and  efficiency,  where  did 
they  turn?  Olsten  Staffing  Services.  We  helped  Johnson 
Wax  with  their  supplemental  staffing  needs  on  every  level 
from  corporate  to  manufacturing.  Perhaps  we  could  give 
your  company  a  terrific  new  luster.  To  find  out  more  about  oisten's 

customized  services,  call  1-800-225-8357  or  contact  Allen  Gershlak,  Senior  Vice 
President  Partnership  Programs,  One  Merrick  Avenue,  Westbury,  NY  11590. 


±JL  Olsten 

fli  1  Staffing  Services 


The  Working  Solution 


OLSTEN  SUCCESS  STORY  #76  -  JOHNSON  WAX 


.  EASY  TO  USE 
We  supplied  assignment 
employees  from  secretaries  to 
R&D  and  lab  technicians.  Plus 
three  dedicated  facilitators 
on-site  who  manage  and 
coordinate  the  Olsten 
assignment  employees. 


YOUR  EVERY  NEED 


CAUTION' 
,TENTSREUEVE  PRESSURE 


AMAZING  RESULTS 
Efficiency  is  up.  Productivity  is 
up.  Johnson  Wax  is  up.  The 
Director  of  Human  Resources 
says,  "Olsten  is  doing  a  great 
job.  We  couldn't  be  happier 
with  the  results." 
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Are  we  losing  the  capacity  to  think,  without  which 
a  free  society  is  no  longer  viable? 


A  pig  in  a  poke 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


President  Clinton\s  presentation 
of  his  health  care  plan  to  Congress 
and  the  nation  was  a  masterpiece  of 
propaganda.  In  fact,  the  way  this 
whole  program  has  been  sold,  begin- 
ning during  last  year's  election 
campaign,  has  been  a  model  of  politi- 
cal salesmanship. 

All  the  objections  have  been 
anticipated  and  dealt  with — both 
verbally  and  visually,  though  not 
substantively. 

The  objection  that  the  Clinton 
health  plan  would  create  more  bu- 
reaucracy and  papenvork  was  dealt 
with  by  denouncing  bureaucracy  and 
papenvork,  and  by  staging  a  presenta- 
tion of  stacks  of  bureaucratic  forms  on 
the  White  House  lawn,  complete  with 
presidential  expressions  of  horror. 

The  objection  that  this  would  cost 
a  lot  of  money  has  been  dealt  with  by 
claiming  "savings"  from  "greater 
efficiency"  and  by  "bringing  health 
care  costs  under  control."  Like  the 
spending  cuts  in  the  Clinton  deficit- 
reduction  bill,  these  "savings"  are 
projected  to  reach  impressive  levels 
years  from  now — that  is,  long  after  it 
is  too  late  for  us  to  hold  the  President 
responsible  when  it  doesn't  happen. 

"Fantasy"  was  Democratic  Senator 
Daniel  Patrick  Moynihan's  character- 
ization of  the  Clinton  Administra- 
tion's official  estimates  on  the  financ- 
ing of  this  health  care  program.  The 


senator  is  a  ver)'  polite  gentleman. 
Back  in  my  old  neighborhood,  the 
guys  would  have  used  a  much  more 
pungently  expressive  word. 

Why  a  government  health  care 
plan  in  the  first  place?  Because  the 
word  "crisis"  has  been  repeated  like 
a  drumbeat  by  the  politicians  and 
echoed  in  the  media.  The  most  obvi- 
ous question — What  will  we  get  from 
this  plan  that  we  don't  already  have, 
and  at  what  additional  cost.^ — has  not 
had  to  be  faced  in  an  atmosphere 
tingling  with  a  sense  that  we  must 
"do  something." 

Nothing  is  easier  than  to  start  a 
government  program  and  nothing  is 
harder  than  to  stop  it.  We  may  well  be 
making  a  once-and-for-all  roll  of  the 
dice  on  a  life-and-death  issue. 

Everyone  seems  agreed  that  the 
government  is  virtually  certain  to 
"do  something"  about  health  care, 
even  if  no  one  knows  at  this  point 
what  that  something  will  be,  much 
less  what  its  consequences  will 
be.  That  is  a  triumph  of  political 
salesmanship.  We  are  buying  a  pig  in 
a  poke — and  paying  for  it  with  a 
blank  check. 

No  one  seems  concerned  that  col- 
lectivizing decisions  is  not  the  way  to 
make  better  decisions,  much  less  to 
preserve  our  freedom.  Awesome 
powers  over  very  personal  matters  are 
to  be  concentrated  in  the  hands  of 
politicians  and  bureaucrats. 

People  are  talking  quite  blandly 
about  how  much  it  costs  to  keep  an 
old  person  alive  and  suggesting 
that  some  Washington  bureaucracy 
should  be  making  such  life-and-death 
decisions  for  us.  Should  an  elderly 
man,  who  has  worked  all  his  life  and 
saved  for  his  old  age,  be  denied  the 
right  to  use  his  earnings  to  extend  his 
days,  and  make  them  more  comfort- 
able, because  some  bureaucratic  for- 
mula gives  priority  to  providing  some 
young  hoodlum  with  psychotherapy.^ 

The  issue  is  not  what  to  decide  but 


who  is  to  decide.  Taking  decisions 
of  the  marketplace  is  taking  them 
of  the  hands  of  millions  of  pec 
who  are  making  their  own  trade-* 
and  turning  those  decisions  ove 
third  parties. 

Many  of  the  problems  in 
current  health  care  system  do 
precisely  from  third-party  paymt 
and  third-party  decisions.  Exces 
use  and  inadequate  monitoring 
costs  and  fraud  are  the  predicts 
consequences  of  such  a  situation. ' 
proposed  changes  are  simply  mor 
the  same  third-part)'  payments 
decisions. 

Despite  all  the  talk  about  cont 
ling  costs,  what  is  really  being  p 
posed  is  controlling  prices.  Price  c 
trols  do  not  control  costs  but  sin" 
conceal  costs. 

Because  people  produce  less  wl 
they  are  paid  less,  and  demand  m 
when  it  costs  less,  price  controls  p 
duce  shortages  and  qualit)'  deteric 
tion.  This  has  been  happening  fr 
the  time  of  the  price  controls  instit 
ed  under  Diocletian,  in  the  days  of 
Roman  Empire,  to  the  rent  cont 
laws  in  New  York  City  today. 

There  is  not  the  slightest  reason 
doubt  that  shortages  and  qualit)'  ■ 
terioration  will  happen  again  if  pc 
controls  are  put  on  medical  care. 

Wliat  is  even  more  frightening  tl^ 
the  stampeding  of  the  public  on  t 
issue  is  that  this  fatal  vulnerability 
catchwords,  images  and  anecdotes 
and  to  the  notion  that  someone  e 
will  and  should  pay  for  it — ma\'  refl 
a  deterioration  in  the  capacity  to  thi 
that  ultimately  threatens  the  viabil 
of  a  free  societ\'  itself 

With  our  educational  system 
cieasingly  turning  out  people  unal 
to  think,  and  yet  conditioned 
responci  passionately  to  certain  bui 
words  and  ideological  preconcc 
tions,  are  we  reaching  the  point  of 
return  in  political  irresponsibilit}'  a 
social  degeneracy?  I 


130 


Forbes  ■  October  25,19 


Products  Designed  By  F.  A.  Porsche  Are 
Available  at  the  following 
Porsche  Design  Boutiques 

CORPORATE;  331  South  Rio  Grande  Street- Salt  Lake  Oty,  Utah  84101  -  Telephone  800.521 .5152 
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And  Other  fine  Stores  nationwide 
'  For  the  name  of  the  dealer  nearest  you  call  toll  free  800.52 1.5 152 


!f  you're  wary  of  Mexico  for  fear  Nafta  won't  pass, 
relax.  This  dynamic  economy  is  on  the  move 
and  will  stay  that  way,  Nafta  or  no. 

The  Mexican 
Revolution: 
Phase  II 


By  David  Paul  Goldman 


In  Forbes  of  July  9,  1990  David  Goldman,  an  economist, 
predicted  that  by  1995  Mexico's  market  capitalization  would  rise 
by  1,000%,  and  that  the  price/earnings  ratio  for  Mexican  equi- 
ties would  balloon  from  8  to  about  20. 

With  three  of  the  five  years  now  behind  us,  how  accurate  is  his 
prediction?  Quite  remarkably  so.  Since  Goldman  wrote  his  arti- 
cle, the  Bolsa  index  has  tripled  from  around  600  to  over  1800 
and  market  capitalization  has  jumped  fourfold,  from  about  $40 
billion  in  1990  to  $150  billion.  The  market's  P/E  peaked  at  16, 
before  falling  back  to  around  13  at  present. 

In  this  article  Goldman  says  that  the  boom  he  predicted  is  on 
course  and  is  likely  to  stay  that  way. 


EuGHNio  SAnc;hez  sells  rolls  and 
atole,  a  brew  of  sugar  water  thickened 
with  cornstarch,  on  a  street  corner  in 
Mexico  City's  Zona  Rosa.  Business  is 
so  good  these  days  he  doesn't  mind 
that  the  daily  bribe  he  pays  to  the  local 
town  hall  inspector  for  his  place  on 
the  sidewalk  has  doubled  during  the 
past  year  to  a  little  over  $1 . 

Alejandro  Montoya  quit  a  cashier's 
job  at  a  commercial  bank  two  years 
ago  to  drive  a  taxi.  With  a  vw  bug,  he 
makes  7,000  new  pesos  ($2,300)  a 
month  in  tax-free  cash.  That's 
enough  to  put  money  aside,  even  after 
paying  for  a  catalytic  converter,  as 
required  by  Mexico  City's  new  anti- 
pollution laws.  Montoya  is  happy  that 
Mexico  Cit)'  has  cleaned  up  the  noto- 
riously corrupt  traffic  police.  Two 
years  ago  he  paid  an  average  of  one 
$10  bribe  a  week.  Now  it's  do\\'n  to 


fewer  than  one  per  month. 

When  did  you  last  hear  an  Ameri- 
can taxi  driver  say  as  Montoya  does: 
"Anyone  with  initiatixe  can  find  op- 
portunity here"? 

Mexico  is  in  a  ferment  of  enterprise, 
big,  small  and  middling,  some  on  the 
books,  some  off. 

At  the  Palmas  exit  of  Mexico  Cit)''s 
ring  highway,  Jorge  Cazares  barks 
orders  into  a  cellular  phone,  dispatch- 
ing merchandise-filled  trucks  to  street 
vendors  around  the  citv'.  Peddlers 
who  once  sold  parasols  made  of  gum- 
drop  wrappers  now  work  through  a 
distribution  system  as  sophisticated  as 
that  of  most  retail  chains. 

Cazares  is  wary  of  leaving  the  infor- 
mal economy  to  enter  the  tax-paying 
part  of  the  economy,  even  though  he 
would  benefit  by  so  doing  by  getting 
into  the  new  marketplaces  that  Mexi- 


co City  Mayor  Manuel  C'amacho  h 
built  for  the  nmbnlantes,  the  open-2 
merchants  of  Mexico's  vast  inform 
economy.  But  he  expects  to  con 
aboveground.  "'Sooner  or  later  \\ 
will  become  legitimate  busines 
men,"  he  says.  Perhaps  half  the  Moi 
cans  who  can  manage  to  stay  outsic 
the  tax  system  choose  to  do  so — soni 
8  million  of  them.  As  they  beconi 
taxpay  ers  and  regulation-obeyers,  tlj 
entire  economy  will  benefit. 

You've  watched  the  Mexico  Ci 
Bolsa  triple,  to  1800.  But  Mexico 
climb  from  Third  Wt)rld  status  to 
modern  economy  is  only  beginning 

True,  reported  economic  growth 
sputtering  at  around  2%  per  annun 
Despite  this,  ordinaiy  Mexicans  pe 
ceive  improvement,  which  mean 
they  support  their  government 
opening  of  the  economy.  Not  tl 
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street  vendors, 
Mexico  City 
Still  reluctant 
to  move  out  of 
the  underground 
economy  into 
the  taxpaying  one. 


|,ast  of  it,  they  are  enjoying  the  lowest 
jitlation  rate  in  more  than  20  years. 
!  A  stable  currency  has  brought  low- 
[■  intlation.  The  Mexican  peso  has 
jirely  mo\ed  for  1 1  months.  "We 
live  made  a  commitment  to  keep  the 
jcchange  rate  within  a  certain  band. 
I  he  peso  could  ha\'c  moved  more 
jeely  within  the  inter\'ention  band, 
jLit  it  did  not,"  explains  a  top  Mexi- 
jm  official. 

With  the  currency  stable,  Mexico  is 
L'ginning  to  lay  the  groundwork  for  a 
>ng-terni  fixed-income  market — no 
lie  will  lend  long  term  if  he  knows  he 

ill  be  paid  back  in  worthless  money. 
Icxicans  are  by  no  means  yet  ready 
n  30-year  bonds,  but  Banamex,  the 

)iintiy's  largest  bank,  issued  the  first 

\  car  note  denominated  in  pesos  to 
It  the  international  market  for  more 
lan  a  decade,  and  is  getting  set  to 


issue  a  5 -year  peso  note. 

In  my  view,  nothing  can  stop  Mexi- 
co's economic  modernization.  Far 
from  slowing  down  in  its  economic 
reforms,  Mexico  is  on  the  edge  of  yet 
another  wave  that  will  draw  vast  num- 
bers of  marginalized  firms  and  iiidi- 
viduals  into  the  economic  main- 
stream. These  reforms  will  help  pro- 
pel et]uit)'  prices  on  the  Bolsa  de 
Valores  into  a  second  leg  of  the  bull 
market  that  began  in  1990. 

You  may  think  all  this  is  in  anticipa- 
tion of  the  passage  of  the  North 
American  Free  Trade  Agreement  and 
the  prospect  of  widening  U.S.  mar- 
kets for  Mexican  goods.  But  Mexico's 
willingness  to  accept  a  free  trade  pact 
with  its  powerful  neighbor  is  more  a 
symptom  of  its  economic  strength 
than  a  cause  of  it.  A  highly  placed 
Mexican  official  puts  it  this  way:  'Tf 


Nafta  isn't  approved,  we  will  have  all 
the  more  reason  to  pursue  orthodox 
policies." 

Wisely,  President  Carlos  Salinas  de 
Gortari  has  not  staked  ex'en'thing  on 
the  throw  of  the  Nafta  dice.  In  re- 
sponse last  May  to  the  first  warnings 
that  the  U.S.  might  nt)t  approve 
Nafta,  Salinas  sent  a  strong  signal  that 
economic  liberalization  was  irreversof 
teso's  integrit)'  in  the  form  of  a  consti- 
tutional amendment  making  the  cen- 
tral bank  independent,  with  staggered 
terms  of  office  for  its  governing  body. 
Now  Mexico  has  its  own  equivalent  of 
the  U.S.'  Federal  Resen'e — only 
more  so.  More  explicith'  than  the 
Federal  Resen  e  or  any  other  central 
bank,  the  Bank  of  Mexico  now  has  a 
constitutional  mandate  to  pre\'ent  the 
return  of  the  infiationaiy  spending 
policies  of  the  past. 
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Finance  Minister  Pedro  Aspe 
Pursuing  tax  reform. 


BELOW: 

Manuel  Camacho, 
Mexico  City's  mayor 
Open-air  ma^ 
kets  for  vendors. 


Mexico's  Carlos  Salinas  de  Gortari 
Nafta  or  no,  economic 
liberalization  will  go  on. 


With  a  world-class  staff  and  a  tradi- 
tion of  free- market  economics,  the 
independent  central  bank  w  ill  be  an 
important  factor  in  public  policy  for 
years  to  come. 

All  this  is  very  bullish  for  the  Mexi- 
can stock  market.  Despite  its  impres- 
sive performance  to  date,  Mexico's 
stock  market  has  barely  begun  to  tap 
the  countr\''s  economic  resources. 
Only  30  firms  trade  heavily,  and  6  of 
these  make  up  three  fifths  of  total 
market  capitalization.  Only  one  issue, 
the  telephone  company,  makes  up 
almost  30%  of  the  market. 

This  top -heaviness  in  the  equity 
markets  makes  the  Mexican  market 
volatile.  A  comparison  of  the  leading 
emerging  stock  markets  shows  that 
markets  with  a  large  capitalization 
relative  to  the  size  of  the  economy  are 
less  volatile,  and  hence  less  risky  (see 
chart,  p.  135). 

Textbook  portfolio  theoiy  predicts 


that  greater  risk  implies  lower  equit)' 
prices,  and  the  Mexican  market  bears 
this  out.  My  analysis  shows  that  a 
broadening  of  the  market  and  the 
listing  of  many  more  stocks  would  go 
a  long  way  toward  pushing  the  market 
higher  and  reducing  its  volatility. 

Mexican  financiers  tried  to  solve 
the  problem  last  year  by  initiating  a 
small-capitalization  stock  exchange 
like  Ajnerica''s  Nasdaq,  but  found  few 
takers.  A  quirk  in  Mexican  laws  and 
regulations  has  made  it  difficult  for 
small  firms  to  go  public.  An  entrepre- 
neur who  merges  his  firm  with  anoth- 
er closely  held  company  can  end  up 
paying  up  to  35%  of  the  total  proceeds 
in  capital  gains  tax. 

To  make  matters  worse,  the  gov- 
ernment imposes  a  2%  minimum  tax 
on  corporate  assets,  leading  most 
firms  to  understate  their  net  worth. 
Much  as  such  firms  would  like  to  raise 
money  by  going  public,  under  the 


existing  laws  it  is  cheaper  to  stay  sr 
and  inefficient,  while  systematic 
cheating  on  taxes. 

Perhaps  as  early  as  the  Novemi 
budget  presentation,  onerous  cap 
gains  taxes  are  almost  certain  to 
reduced  or  eliminated.  When  t 
happens  there  will  be  a  flood  of  pul 
offerings  from  middling-size  Mexit 
firms.  If  not  1994,  then  1995  will 
the  year  of  the  iro  on  the  Bolsa 
Valores.  Once  the  market  opens 
small  companies,  they  will  no  Ion 
be  restrained  in  growth  by  the  she 
age  and  high  cost  of  capital. 

Even  without  access  to  public  m 
kets,  the  cost  of  capital  is  comi 
down  for  Mexican  businesses.  At  i 
end  of  1992  smaller  Mexican  com) 
nies  were  paying  up  to  40%  for  ba 
loans.  "Our  top  lending  rate  in  f 
cember  1992  was  34%,"  reports 
amex  Chairman  Roberto  Hernand 
"and  now  it's  down  to  20%,  just 
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Ifierging  markets 


Market  capitalization  as  percentage  of  GDP  (1991) 

isk  =  annualizea  volatility  of  returns.  Weekly  Data,  January  1992-August  1993 
urces:  International  Finance  Corp.  and  author's  calculations. 

greater  the  capitalization  relative  to  the 
I  of  the  economy,  the  smaller  the  risk. 


\'c  the  interbank  lending  rate." 
he  lower  rates  are  a  direct  conse- 
iKc  of  competition  among  the 
inicrcial  banks,  which  the  govcrn- 
n  finished  privatizing  k\st  year. 

bankers  are  still  reluctant  to  ex- 
1  credit  to  companies  that  show 
J  equity  capital  on  their  balance 
:ts.  As  smaller  firms  start  to  tap  the 
ity  market,  the  banks  will  become 

0  aggressive  lenders, 
o  keep  the  growth  process  going, 
j  Mexican  government  fully  in- 
ds  to  continue  dismantling  the  old 
isi  structure  that  for  so  long  held 
countiy  back.  Taxes  are  a  perenni- 
;sue. 

)espite  a  1987  tax  reform  that 
ught  the  top  marginal  rate  down 
?5%  from  60%,  a  t)'pical  industrial 
rkcr  earning  $8,000  a  year  now 
.  a  marginal  rate  of  34%.  No  sur- 
.e  that  those  who  can  avoid  such 
es,  do.  "In  Mexico,  you  either 


don't  pay  taxes  at  all  or  you  pay  the 
top  rate,"  laments  one  government 
economist. 

High  income  tax  rates  for  workers, 
along  with  a  2.5%  social  security  tax 
and  a  1%  federal  payroll  tax,  all  further 
cut  into  take-home  pay.  That's  why 
people  like  Jorge  Cazares  feel  they 
must  remain  in  the  underground 
economy  a  while  longer.  This  con- 
spires to  keep  the  economy  informal, 
capital-scarce  and  inefficient. 

Pedro  Aspe,  Mexico's  dynamic  fi- 
nance minister,  acknowledged  the 
need  for  fi.irther  reform  early  in  the 
administration.  Yet  he  delayed  cut- 
ting tax  rates,  most  likely  for  fear  that 
lower  revenues  might  wipe  out  the 
country's  hard-won  budget  surplus. 
Now  the  government  is  willing  to 
take  the  chance,  since  it  has  a  budget 
surplus  of  about  1%  of  GDP  this  year 
(against  a  deficit  of  14%  of  GDP 
i  1^1988 ). 


Accordingly,  President  Salinas  told 
industrialists  on  Sept.  20  that  the 
government  had  room  to  use  the 
surplus  to  promote  growth.  On  Oct. 
3  the  Salinas  administration  an- 
nounced an  unprecedented  agree- 
ment with  the  country's  business  sec- 
tor and  trade  unions  in  the  context  of 
the  annual  renegotiation  of  Mexico's 
"Pact  for  Stability,  Competitiveness 
&  Employment."  In  return  for  wage 
restraint  on  the  part  of  the  unions,  the 
government  will  cut  the  effective  tax 
rate  on  wages,  boosting  the  typical 
industrial  worker's  take-home  pay  by 
around  10%  in  real  terms.  A  week 
earlier  the  Mexican  trade  unions  had 
proposed  that  the  Treasury  exempt 
productivit)'-linked  wage  increases 
from  taxation. 

This  was  the  first  time  in  Mexican 
histoiy  that  the  unions — traditionally 
in  favor  of  more  and  bigger  govern- 
ment— have  negotiated  a  tax  cut.  The 
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Mexico 


A  good  start 

An  interview  with  Ro- 
berto Hernandez,  chair- 
man of  Banamex,  Mexi- 
co's largest  bank. 
Forbes:  If  a  U.S.  inves- 
tor goes  to  the  Mexican 
stock  market,  he  has 
only  30  stocks  with  some 
trading  volume  to 
choose  among,  and  6  of 
those  dominate  the 
market.  So  it's  a  pretty 
thin  market. 
Hernandez:  That's  one 
of  the  problems  we  are 
about  to  resolve.  New 
companies  are  coming  to 
the  market  little  by  little, 
but  not  at  the  pace  we 
would  like.  There  are 
many  who  are  waiting  for 
Nafta  to  make  public  of- 
ferings, but  tiiere  is  no 
doubt  that  there  are  still  a 
number  of  companies 


dominated  by  old  admin- 
istrators who  think  it's  bet- 
ter to  remain  closed  off. 
It's  a  problem  of  genera- 
tional change.  In  Mexico 
we  need  more  companies 
willing  to  open  their  bal- 
ance sheets  to  investors  on  a 
consistent  basis.' 
What's  your  advice  to 
foreign  investors?  Where 
will  they  find  the  best 
opportimities  in  Mexico 
during  the  next  several 
years? 

Almost  any  field. 
Why  just  any  field? 

[Because]  almost  any 
Mexican  business  could 
make  itself  more  efficient 
and  vastly  increase  its  pro- 
ductivit}'.  I  don't  think 
it's  a  question  of  new  prod- 
ucts or  new  businesses,  or 
some  super  new  technol- 
ogies. What's  important 
is  improving  productivity 
in  almost  any  business. 


What's  happening  in 
your  field,  banking? 

Last  year  the  number  of 
individual  pension  ac- 
counts increased  by  10 
million;  and  these  were 
people  who  weren't 
bankable  previously.  Of  the 
14  million  new  accounts 
opened  in  Mexico,  10  mil- 
lion were  for  retirement 
savings.  The  new  private 
banking  system  absorbed 
14  million  new  accounts  in 
one  year!  All  that  had  to 
be  managed.  The  system 
responded  very  well.  We 
now  have  individualized 
services  for  each  client. 
What's  ahead  for  the 
capital  market?  When  will 
Mexico  have  a  deriva- 
tives market,  or  mort- 
gage-backed securities? 
1  think  we  have  reached 
the  point  where  it  will  be 
approved  soon. 
When  will  we  see  the 


first  long  bonds  in  pesi 

The  last  issue  we  made  j 
was  up  to  two  years,  anq 
now  we're  thinking  of  a 
five-year  peso  issue.  The 
important  thing  is  to  gi\ 
the  investor  a  range  of  oj 
tions  in  order  to  develofj 
an  efficient  market. 
Will  inflation  stay  un 
der  control? 
We  hope  to  break 
through  to  the  7%  to  8% 
range  next  year.  That  wi 
be  based  on  an  agreemei 
[within  the  Pact  for  Sta- 
bilit)\  Competitiveness  a 
Employment]  in  which 
wages  will  rise  without  ii) 
creasing  inflation.  The  irj 
teresting  thing  here  is  th^ 
we  are  seeing  the  results 
of  higher  productivity,  ir! 
which  we  can  pay  more 
because  labor  is  yielding 
more.  I  think  it  will  be  a 
deal  which  satisfies  all  sid^ 
-D.P.G. 


government  also  announced  a  small 
cut  in  the  top  rate  on  corporate  in- 
come, from  35%  to  34%.  In  effect,  the 
government  is  willing  to  tax  revenues 
in  the  short  term  in  order  to  provide 
growth  incentives. 

Given  all  this  good  news  and  pro- 
spective good  news,  the  Mexican 
stock  market  is  ready  for  another 
boom.  It  will  be  fiieled  by: 

■  An  Oklahoma  land  rush  of  new 
stock  issues  by  smaller  companies  tak- 
ing advantage  of  the  expected  elimi- 
nation of  capital  gains  tax. 

■  Steadily  falling  interest  rates  as  in- 
vestor confidence  in  the  stability'  of 
the  peso  wrings  the  high-risk  premi- 
um from  the  Mexican  money  market. 

■  Deregulation  of  capital  markets,  in- 
cluding the  emergence  of  a  market  in 
risk  hedges,  as  well  as  now-prohibited 
futures  and  options  on  interest  rates. 

■  Stronger  legal  rights  for  foreign  in- 
vestors through  a  federal  law  affirm- 
ing the  right  of  foreigners  to  buy 
majority  ownership  of  Mexican  firms. 

■  Rapid  productivity'  growth  as 
cheaper  capital  permits  firms  to  make 
opportune  investments  and  skilled 
workers  choose  to  work  in  the  formal 


economy. 

■  Accelerated  corporate  restructur- 
ing, thanks  to  the  expected  removal  of 
the  capital  gains  tax  obstacle. 

I  may  be  too  optimistic,  but  I  can 
foresee  Mexico's  growth  rate  during 
1994-95  jumping  to  5%  or  more,  and 
the  Bolsa  index  doubling  or  trebling 
over  the  same  period. 

The  flood  of  low-capitalization 
IPOs  will  make  it  easier  to  diversify  a 
portfolio  of  Mexican  equities,  reduc- 
ing the  risk  to  investors  and  attracting 
more  foreign  money.  Mexico  might 
well  continue  to  pace  the  emerging 
stock  markets,  as  in  1990-91.  "The 
next  Mexico  will  be  Mexico,"  quips 
Timothy  Heyman,  who  heads  Baring 
Securities'  Mexican  subsidiary. 

What  about  the  1994  presidential 
election?  In  1988  candidate  Salinas 
won  just  28%  of  the  vote  in  Mexico 
Cit}'  and  barely  eked  out  a  national 
majority  over  leftist  opposition  candi- 
date Cuauhtemoc  Cardenas.  But  this 
time  political  continuity  is  not  in 
doubt.  Salinas'  reforms  have  the  tacit 
support  of  the  right-wing  National 
Action  Party,  while  the  leftist  Carde- 
nas party  polled  less  than  1 0%  of  the 


vote  in  Mexico  City's  1991  electic 
Mexican  presidents  traditionally  d 
ignate  their  successors,  and  all 
potential  candidates  to  succeed  S 
nas  are  hard-core  economic  refor 
ers.  "There  just  isn't  such  a  thing 
debate  over  macroeconomic  polic 
declares  Mexico  City's  Javier  Be 
tain,  secretary'  general  of  planning 
evaluation. 

Much  remains  to  be  done, 
course.  What  matters,  though,  is  tl 
Mexico  is  heading  in  the  right  di 
tion.  Says  Jaime  Gonzalez  Graf,  di 
tor  of  the  Mexican  Institute  for  Pol 
cal  Studies:  "The  next  president 
have  to  deal  with  political  refor 
Mexico  is  ripe  for  democracy, 
have  shifted  from  a  rural  society  tl 
could  be  ruled  by  a  paternalistic  g 
ernment  to  an  urban  society'  witl 
middle  class  that  demands  democ 
cy,  and  the  transition  is  inevitable.' 

Salinastroika,  as  I  characteriz 
Mexico's  transformation  three  ye; 
ago,  was  a  revolution  from  abo' 
Mexico  now  is  poised  for  a  revolutii 
from  below.  Smart  investors  will  do 
least  as  well  in  the  second  phase 
they  did  in  the  first  phase.  I 
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II 


Wouldn't  the  speculators  love  to  know  where  your  DM2.5  billion  is  right  n\ 


Your  government  has  just  raised  DM2.5  billion. 
Your  task  is  to  convert  those  Deutsche  marks  into  the 
currency  of  your  country.  And  a  whole  world  of 
speculators  can't  wait.  They  know  they  can  make  money  at 
your  expense  by  detecting  and  anticipating  such  a  large 
currency  move. 

But  you  have  a  surprise  for  them.  Your  currency  is 


moving  through  the  international  markets  right  now  — 
right  under  the  speculators'  noses  —  and  they  haven't  a  c 
Because  you've  found  a  firm  that  is  more  than  c 
leading  international  trader.  It's  a  select  group  of  pro- 
fessionals —  strategists,  researchers  and  economists  m\ 
their  own  technolog)',  their  own  global  network  and  a 
distinctive  approach  to  foreign  exchange. 


Chicago  Frankfurt  Hong  Kong  London  Los  Angeles 


Luxembourg  Madnd  Melbourne  Milan  New  Y 


They  monitor  the  capital  markets,  not  just  trade 
/s,  to  get  a  more  accurate  picture  of  currency  trends, 
lir  strategic  thinking  helps  pinpoint  when  —  and  when 
—  to  make  certain  currency  moves. 

And  while  they  deal  in  all  currencies,  all  markets 
all  size  transactions,  large  positions  such  as  yours  are 
died  with  special  discretion.  That's  why  right  now, 


San  Francisco  Seoul  Singapore  Taipei  Tokyo 


your  DM2.5  billion  has  been  divided  up  —  into  trades 
small  enough  to  be  undetected  but  large  enough  to  be 
cost-efficient  —  and  blended  strategically  into  the  firms 
daily  global  business. 

Most  importantly  when  the  trading  becomes  fast 
and  furious,  these  people  make  sure  your  transactions  come 
first.  You  know  they'll  see  you  through  it  all. 


MORGAN  STANLEY 


Toronto  Zunch 


THE  INCREMBLE  EXPANDING  FAX 

i 


YOUR  BUSINESS  CAN'T  OUTGROW  IT 
THE  COMPETITION  CAN7  OUTPERFORM  IT 


THE  RICOH 
FAX4500L 


Nothing  else  looks  like  it,  or 
works  like  it. 

The  RICOH  plain  paper  laser 
FAX4500L  gives  your  business  a  whole  new 
combination  of  expandability  and  productivity. 
Its  memory  can  expand  from  57  to  1,200 
pages  and  its  paper  supply  can  grow  from  250 
to  an  unprecedented  2,250  sheets.  Which 
means  no  matter  how  big  your  business  gets, 
the  FAX4500L  just  gets  more  impressive. 


Productivity?  The  FAX4500L  scans 
at  a  rate  of  approximately  2  seconds 
a  page,  and  transmits  at  a  rate  of  6 
seconds  upgradeable  to  1.5  seconds* 
a  page.  Unattended.  Plus,  it  has  dual  access. 
Allowing  you  to  scan  a  document  into  memory 
even  while  you're  sending  or  receiving.  That 
means  less  time  faxing,  more  time  producing. 

Get  your  office  working  more  productively. 
Call  1-800-63-RICOH  ext.  1379  today. 


THE  NAME  TO  KNOW 


KICOi 

1-800-63-RIGOH 


©  1992  Ricoh  Corporation.    *  in  Group  4  operation. 


Chase  Manhattan 


p.  143)  and  almost  out  of  sight  in  the 
world  pecking  order.  Bankers  and 
laymen  alike  joked  that  Chase's  long- 
time slogan,  "You've  got  a  friend  at 
Chase,"  seemed  to  apply  especially  to 
cheats  and  swindlers.  If  there  was  a 
banking  problem,  or  a  scandal.  Chase 
was  a  victim. 

In  1982  the  bank  lost  nearly  $300 
million  in  the  scandalous  collapse  of 
two  of  its  biggest  borrowers,  Oklaho- 
ma's Penn  Square  Bank  and  Drysdale 
Government  Securities.  It  was  only 
one  in  a  series  of  mishaps  suggesting 
that,  in  addition  to  losing  ground 
relative  to  other  banks.  Chase  had  lost 
control  of  operations. 

In  October  1990,  with  the  regula- 
tors breathing  down  the  bank's  neck 
and  rumors  flying.  Chase's  board 
asked  Chairman  Willard  Butcher  to 
step  aside  and  let  his  number  two  man 
take  over. 

Most  American  banks  were  in  trou- 
ble in  1990,  but  Chase  looked  sicker 
than  most.  Its  return  on  assets  was 
negative,  and  its  stock  price  had  fallen 
to  under  $10  from  $44  in  1989.  It 
was  reeling  from  loan  losses,  a  failed 
attempt  at  nationwide  branch  bank- 
ing and  the  usual  corporate  bloat. 

Why  was  Chase  picking  a  some- 
what colorless  career  man  to  guide  it 
through  the  shoals?  The  skeptics  took 
Labrecque's  ascendancy  as  one  more 
sign  that  Chase  had  become  perma- 
nently second  rate. 

What  were  Tom  Labrecque's 
known  qualifications?  Patrician  good 
looks  and  sufficient  skill  at  corporate 
politics  to  stay  in  the  good  graces  of 
both  of  two  very  different  personal- 
ities. Chase's  former  chairmen — Da- 
vid Rockefeller  and  Willard  Butch- 
er— for  20  years.  Wasn't  he  just  a  fit- 
the- corporate -mold  yes-man? 

Starting  at  Chase  right  out  of  the 
Navy  in  1964  as  a  trainee,  Labrecque 
rose  patiently  through  the  hierarchy 
over  30  years,  always  quietly  getting 
the  job  done. 

In  1970  he  began  working  directly 
for  then  chairman  David  Rockefeller, 
mostly  troubleshooting  Chase  mis- 
haps. He  observed  and  he  learned.  In 
1975  Labrecque  earned  high  marks 
during  New  York  City's  financial  cri- 
sis. Though  he  garnered  little  if  any 
publicit}',  he  helped  form  the  Munici- 
pal Assistance  Corp.  He  mediated 
between  hot-headed  New  York  union 


Chase  Manhattan  President  Arthur  Ryan 
Another  nonaristocrat  rising  toward  tlie  top  at  an  aristocratic  bank. 


leaders  like  Victor  Gotbaum  and  ce- 
lebrity bankers  like  Walter  Wriston. 

To  many  bank  insiders,  then,  La- 
brecque was  a  quiet  get-things-done 
type,  not  a  yes-man.  Tom  Labrecque 
looks  like  an  Ivy  League  and  prep 
school  product,  but  he  is  actually  the 
third  of  eight  children  born  to  an 
appellate  court  judge,  of  French  Ca- 
nadian descent,  in  Long  Branch,  N.J. 
Labrecque  went  not  to  Groton  and 
Yale  but  to  parochial  schools,  and 


graduated  in  liberal  arts  from  Vi 
nova  in  1960. 

He  served  four  years  in  the  Ni 
before  joining  Chase  as  a  mana; 
ment  trainee  in  1964,  but  it  is  rypi 
of  Labrecque's  diffidence  that  his 
tensive  military'  dutA'  isn't  even  m< 
tioned  in  his  official  Chase  biograpi 
It  should  be:  His  experience  in  | 
Na\y  provided  an  important  insij 
into  the  man.  He  serx'ed  in  Guantai 
mo  Bay  when  Fidel  Castro  was  c( 
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fail  and  rise  of  Chase  Manliattan 
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iting  his  power  in  Cuba,  and  on  a 
)yer  in  the  Baltic  and  Mediterra- 
during  the  Berlin  Wall  crisis, 
ig  the  Cuban  missile  crisis  La- 
ue  served  as  an  intelligence  offi- 
eploying  ships  on  the  picket  line, 
t  he  rarely  talks  about  those  days, 
to  the  impersonal  way  he  ex- 
his  sangfroid  when  he  rescued 
lilor  in  the  Virgin  Islands: 
[e  [the  sailor]  put  himself  in  a 
nstance  that  he  couki  not  han- 
here  was  no  reason  to  make  a  big 
it  because  it  would  have  em- 
ssed  the  person.  Once  you  are 
hat  he  is  okay,  why  would  one  do 
ing  but  treat  it  as  a  normal 
tion.>" 

at's  the  way  Tom  Labrecque 
in  the  second  person,  so  as  to 
sounding  boasttlil.  Becoming  a 
lore  personal,  he  says:  "No  mat- 
here  I  have  been  in  my  life  and 
crisis  I  was  facing,  it  required 
fulness,  but  the  issue  was  always 
t  the  job  done  effectively, 
he  world  doesn't  always  have  to 
V  about  it.  People  who  really 
/  me  understand  that  is  the  way  I 
(ex.  people  [who  don't  know  me] 
Iways  astonished  that  things  get 

k  done  they  have:  After  three 
i  with  Labrecque  guiding  the 
c.  Chase's  operating  numbers 
increasingly  good.  In  the  first 
of  1993  alone,  Chase  earned 
>  million,  compared  with  a  $334 
on  loss  for  all  of  1990,  the  year 
ecquc  took  over.  Its  return  on 
s  has  climbed  to  a  respectable 
%  from  -0.31%,  and  risk-adjusted 
;al  is  a  solid  7.74%  of  assets  com- 
d  with  4.3%  just  two  years  ago. 
:orp's  capital  is  5.7%  and  Chemi- 


cal's is  7.6%. 

Its  loss  reserves  are  well  frmded. 
Last  April  the  bank  set  aside  nearly 
$900  million  in  reserves  for  a  $2 
billion  accelerated  disposition  portfo- 
lio of  troubled  real  estate  loans.  In 
commercial  real  estate — a  problem 
area  for  banks — Chase's  loan  portfo- 
lio has  been  slashed  from  $9.9  billion 
in  1990  to  $4.5  billion,  and  is  far 
smaller  than  Citicorp's  $12  billion  or 
Chemical's  $8.8  billion.  Nonper- 
forming  assets  have  been  reduced  by 
over  30%,  to  just  over  $3  billion,  and 
reser\'es  cover  nonperforming  assets 
by  over  60%,  compared  with  31%  for 
Citibank. 

Numbers  aside,  one  of  Labrecque's 
smartest  moves  was  making  Arthur 
Ryan  president  and  number  two  man. 

Like  Labrecque's,  Chase  President 
Arthur  Ryan's  origins  were  modest. 
He  was  born  in  Brooklyn  and  gradu- 
ated from  Providence  College  with  a 
degree  in  mathematics,  joining 
Chase's  data  processing  department 
in  1972  after  a  stint  as  a  software 
engineer  at  Control  Data  Corp. 

Until  Labrecque  noticed  him.  Art 
Ryan  toiled  in  the  back  office.  In  1977 
Labrecque  was  working  closely  with 
Butcher  involved  in,  among  other 
things,  operating  systems.  Impressed 
by  Ryan's  attention  to  detail  and 
sound  decision  making,  Labrecque, 
himself  rising  within  the  hierarchy, 
sponsored  Ryan  as  head  of  Chase's 
U.S.  systems  and  operations.  In  1978 
Ryan  got  the  nod. 

Where  Labrecque,  55,  is  slim  and 
athletic,  Ryan,  50,  is  balding,  slightly 
overweight  and  a  chain  smoker.  Ryan 
didn't  fit  the  traditional  Chase  Ivy 
League  mold,  but  Labrecque  saw  be- 
yond that.  "Art  wasn't  part  of  the 


Chase  culture,"  says  William  S.  Og- 
den,  former  vice  chairman  of  Chase 
and  a  rival  of  Labrecque's  to  succeed 
Willard  Butcher.  "He  was  a  technol- 
ogy guy,  and  the  Chase  culture  was  all 
banking.  They  would  have  been  less 
likely  to  recognize  him  [but  for 
Labrecque]." 

Labrecque  and  Ryan  have  worked 
hand  in  glove  ever  since.  With  La- 
brecque as  chairman,  Ryan  as  presi- 
dent, Chase  has  done  as  thorough  a 
job  of  cost-cutting,  operations- 
shrinking  and  employee-shedding  as 
any  bank  in  the  U.S.  Chase's  overhead 
efficiency  ratio  (noninterest  expenses 
divided  by  revenues)  has  dropped 
from  a  high  75%  a  few  years  ago  to 
around  60%  today,  about  average  for 
most  large  banks. 

Yet  although  Chase's  vital  signs 
compare  favorably  with  those  of  other 
recovering  U.S.  banks.  Chase  has  not 
fared  as  well  as  the  others  in  the  stock 
market.  Chase's  stock  has  climbed 
around  75%  in  the  last  year,  but  it  is  up 
only  about  half  as  much  as  Citicorp's, 
despite  outperforming  it  by  most 
measures  (see  chart,  p.  144).  More- 
over, at  a  recent  price  of  37Vfe,  Chase 
trades  at  just  over  book  value, 
compared  with  about  1.5  times  book 
for  other  money  center  banks  and 
nearly  2  times  book  value  for  strong 
regional  banks. 

One  problem  is  that  analysts  and 
investors  have  memories:  Chase  was  a 
laggard  in  the  Seventies  and  Eighties. 
Therefore  it  must  still  be  a  laggard. 

The  other  problem  is  Labrecque 
himself  He  has  not  blown  his  bank's 
horn.  Tom  Labrecque  is  uncomfort- 
able in  the  world  of  sound  bites. 

Both  Chase  and  Citicorp  have  been 
aggressive  in  reducing  ox'erhead  ex- 
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Chase  versus  Citibank 
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It's  not  easy  living  in  Citibank's  shadow.  From  1989  through  June  1993  Chase  consistently  outperformed  Citibank  in  terms  of  Ti 
1,  or  risk-adjusted,  capital  and  in  its  reserves.  Since  Tom  Labrecque  took  over  Chase,  it  has  had  a  better  return  on  assets  as  well.  E 
Citicorp  stock  still  has  what  Chase  executives  call  a  halo  effect  on  Wall  Street. 


pcnses  but  Citicorp  gets  more  points 
from  analysts,  in  good  part  because  it 
made  a  splash  hiring  would-be  Kodak 
cost-cutter  Christopher  Steffen,  and 
stated  publicly  that  it  would  like  to 
take  the  ratio  below  50%.  Chase's 
stated  target  is  57%. 

Labrecque's  reaction  to  Citicorp's 
public  goal-setting  is  simply  to  say: 
"We're  never  gonna  stop  [at  57%]. 
We  are  going  to  be  as  aggressive  as 
anybody  in  cutting  costs." 

Yet  listen  to  Frank  DeSantis,  ana- 
lyst at  Donaldson,  Lutkin  &  Jenrette. 
"When  it  comes  to  cost-cutting,  Citi- 
corp management  has  more  fire  in 
their  bellies  than  Chase." 

In  fact,  it  is  less  a  question  of  fire 
than  of  style.  Labrecque  has  simply 
not  been  adept  at  the  Vision  Thing,  so 
beloveti  of  analysts  and  investors. 

"The  question  everyone  asks  is, 
'What  does  Chase  want  to  be.'''  "  says 
Raphael  Soifer  at  Brown  Brothers 
Harriman.  "It's  not  number  one  in 
anything."  Natwest  Securities'  Ste- 
phen Berman  complains:  "Chase 
management  cioesn't  share  its 
thoughts  about  the  future  of  the  bank 
with  us  in  a  useflil  manner." 

Confront  Tom  Labrecque  with  this 
kind  of  criticism  and  he  loses  a  bit  of 
his  cool.  "Look,"  he  says,  "they 


[Citibank]  are  much  less  focused  than 
we  are,  and  yet  The  Street  would  say 
they  are  much  more  focused." 

Ask  him  to  explain  his  focus — as 
FORliES  did  recently  and  he  launches 
into  what  sounds  like  a  prepared 
speech  about  Chase's  strategy.  This 
required  three  pages  of  handwritten 
charts  and  outlines. 

Here  is  an  sample  of  Labrecque's 
"explanation":  "There  is  a  ftinda- 
mental  process  that  says  we  want  to  be 
in  world-class  businesses  with  qualit\' 
products  with  a  high  level  of  customer 
service  delivered  by  a  values-oriented 
internal  culture.  .  .  .  The  strategies  are 
linked  to  the  mission,  the  behaviors 
are  linked  to  delivering  on  the  strate- 
gy, and  those  values  are  chosen  be- 
cause they  are  behaviors  that  you 
want." 

Labrecque  glances  up  and  asks, 
"Okay.>" 

Well,  not  really.  A  clearer  way  to 
put  it  might  be:  "Define  your  goals, 
work  as  a  team,  and  eliminate  the 
feuding  fiefdoms  that  detract  from 
achieving  those  goals."  But  La- 
brecque feels  a  need  to  explain  not 
just  the  goal  but  the  process;  and 
analysts  have  little  patience  with  pro- 
cess. But  to  say  Chase  is  not  focused  is 
to  quarrel  over  the  definition  of  the 


word.  If  focus  means  concentratio 
and  clifferentiation.  Chase  has  signi 
cantly  differentiateci  itself  from  Ci 
corp.  Today  Chase  is  essentially  a  b 
domestic  bank  with  a  few  select  intc 
national  businesses.  Citicorp,  by  co 
trast,  is  a  full-service  global  bank. 

Chase  has  sold  most  of  its  capit; 
intensive  local  branch  banking  sii 
sidiaries  abroad  including  those 
Spain,  the  Netherlands,  Belgiuii 
Brazil,  Ai'gentina,  Chile,  Taiwan  aii 
Singapore.  In  the  U.K.,  as  in  Taiw; 
and  Singapore,  it  has  sold  its  crec 
card  and  home  mortgage  businesso 
and  in  Italy  its  auto  finance  unit. 

"Ours  is  not  a  global  strategy,"  sai 
Labrecque  now.  "We  don't  want 
collect  deposits  and  lend  money 
foreign  countries.  I  am  never  going 
convince  German  people  that  I  can  c 
a  better  job  than  Deutsche  Bank." 

He  adds,  referring  again  to  the 
galling  comparisons  with  Citibank: ' 
don't  believe  that  it  is  the  right  use  ■ 
capital.  Citibank  obviously  does." 

Chase's  strategy,  then,  means  thi 
the  bank  will  stay  o\'erseas  but  w  ill  c 
so  in  wavs  that  do  not  tie  up  lar[ 
amounts  of  capital.  Chase  operates 
over  50  countries  from  Kazaklistan  i 
Chile,  but  it  doesn't  make  loans  ar 
collect  deposits  from  local  consume 


144 


Forbes  ■  October  25,  19^ 


Former  Chase  Manhattan  Chairman  Willard  Butcher 

His  best  move  may  have  been  promoting  Labrecque. 


\  small  businesses.  Instead,  like  J. P. 
(iL^an,  Chase  is  focusing  overseas 
kc  and  trading- based  investment 
ikiiig  businesses:  foreign  exchange 
iing,  derivatives,  mutual  funds  and 
iciw  riting  debt  in  emerging  mar- 
s.  it  is  also  a  big  player  in  global 
toiiy  and  cash  management. 
Ilhase  does  these  things  well.  A  full 
Vo  of  Chase's  $693  million  second- 
irter  1993  operating  revenues 
iie  from  trading. 

Accusing  domestically  the  bank  has 
d  its  leasing  business,  its  equity 
ision  business  Chase  Investment 
magement,  and  branch  banldng 
.  1  ations  in  Ohio  and  Florida. 
A'hat's  left  is  a  much  more  focused 
JSC.  In  the  U.S.  Chase  now  has  two 
isions:  a  national  consumer  prod- 
s  division  that  includes  credit 
ds,  auto  finance  and  mortgage 
iking,  and  a  fuU-servace  regional 
nch  banking  network  in  New  York 
i  C  onnecticut. 

rVhich  leaves  the  new  Chase  as 
entially  a  three-pronged  operation: 
rong,  fidl-ser\'ice  regional  bank  in 
New  York  metropolitan  area;  for- 
n  trading  and  other  investment- 
iking- t)'pe  operations;  national 
isunier  franchises  like  credit  cards 
I  home  mortgages.  While  not  the 
dcr  in  any  of  these  businesses, 
asc  is  a  strong  contender  in  each. 
In  trimming  the  bank  down  to 
!/er  fiuictions  and  no  longer  striving 
be  number  one  or  two  at  any  cost, 
brecc"iue  and  Ryan  have  recognized 
iniple  fact  about  banldng  that  out- 
lets do  not  always  understand:  In 
'iking,  unlike  in  cars  or  breakfast 
eals,  being  number  one  in  a  market 
mot  all  that  important.  What  is 
'portant  is  how  efficiently  you  use 
Lir  capital.  A  small  bank  can  be  more 
)fitable  than  a  big  bank  provided  it 
eps  its  costs  under  better  control 
y  leverages  its  return  on  capital  with 
Dugli  fee  incc^me. 

Because  Labrecque  is  stiff  and  un- 
mfortable  with  vistors,  and  Ryan  is 
:garious  and  articulate,  analysts 
id  to  credit  Ryan  with  Chase's  turii- 
)und.  But  make  no  mistake:  While 
an  is  executing  the  strateg)',  the 
^tegy  is  Labrecque 's. 
"The  analysts,"  complains  La- 
bcque,  "like  strategies  that  you  can 
ite  down  in  a  one-  or  two- word 
zzword.  They  understand  Morgan 
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because  Morgan's  strategy  is  as  a  non- 
bank  bank,  more  like  Salomon  Broth- 
ers. If  I  could  coin  a  word  for  this, 
people  would  love  it." 

How  about  Good  Bank? 

Chase  may  not  be  a  great  bank,  but 
it  certainly  is  a  good  bank  today.  As  a 
veteran  of  Chase,  Labrecque  is  well 
aware  that  mistakes  were  made  in  the 
past,  and  that  he  must  live  with  the 
consequences.  He  was  one  of  the  first 
of  the  Chase  executives  to  see  that 
mass- market  banking  was  replacing 
corporate  banking,  that  gathering  de- 
posits from  and  lending  money  to 
ordinary  people  was  the  wave  of  the 
future.  But  top  management  was  ner- 
vous about  that.  When  Citibank's 
board  gave  John  Reed  full  backing  to 
expand  in  consumer  lending.  Chase's 


board  held  back.  Citibank  took  a  deci- 
sive lead  and  Chase  can  never  hope  to 
regain  it. 

But,  thanks  to  Labrecque,  Chase 
wasn't  left  out.  Early  on,  he  con- 
vinced the  board  that  he  could  fimd 
his  expansion  internally  without 
spending  huge  sums  as  Citibank  was 
doing.  On  a  smaller  scale  he  enabled 
Chase  to  do  what  Citibank  was  doing: 
Sidestep  laws  against  nationwide 
banking  by  developing  national  prod- 
ticts  like  mortgages  and  credit  cards 
that  do  not  require  a  physical 
presence. 

"You've  got  to  give  Tom  enor- 
mous credit  for  building  up  the  con- 
sumer side,"  savs  ex-vice  chairman 
Ogden."He  discovered  and  pushed 
Alt  Ryan,  who  developed  the  retail 
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business  under  Tom's  leadership." 

Labrecque  quietly  devoted  whatev- 
er resources  he  could  coax  out  of 
management  to  Ryan  and  the  strong 
consumer  banking  franchise  he  was 
building.  Perhaps  because  both  were 
from  relatively  modest  backgrounds, 
they  understooci  better  than  the  old- 
time  aristocrats  who  so  long  ruled 
Chase  that  ordinary  people  could  be 
better  risks  than  giant  corporations. 

Thus  Chase  was  the  first  major 
bank  to  offer  such  plebeian  comforts 
as  banking  by  telephone.  Equally  in- 
novative, and  capitalizing  on  Ryan's 
high-tech  emphasis,  Chase  has  been 
installing  computer  terminals  at 
2,000  auto  dealerships,  to  eliminate 
paperwork  and  overhead  from  the 
auto  financing  business,  one  of  the 


bank's  strongest  franchises. 

Today  Chase's  retail  business  is  by 
far  its  strongest  line  of  business,  ac- 
counting for  $560  million,  or  nearly 
60%,  of  the  bank's  earnings  in  1992, 
up  from  less  than  20%  or  so  in  1985. 
The  strength  of  consumer  banking 
elevated  lohn  Reed  to  chairman  at 
Citicorp.  It  did  the  same  for  La- 
brecque at  Chase. 

New  problems  are  arising  for  Chase 
and  the  other  big  banks.  Tom  La- 
brecc^ue,  with  ten  years  to  go  before 
mandatory  retirement,  faces  these 
problems  with  the  same  calm  confi- 
dence he  showed  when  he  rescued 
that  drow  ning  man. 

For  example,  the  Labrecque-Ryan 
team,  like  other  bankers,  has  enjoyed 
an  unusually  steep  yield  curve  that  has 


Former  Chase  Manhattan  Chairman  David  Rockefeller 

While  he  traveled  the  globe,  operations  slipped  at  home. 


helped  widen  the  spread  betweer 
borrowing  costs  and  lending  costs 
But  this  spread  will  not  always  remair 
this  wide. 

In  credit  cards,  where  Chase's  $1^ 
billion  portfolio  ranks  it  seconc 
among  banks  only  to  Citicorp's  $33 
billion,  the  competition  from  non 
bank  competitors  like  General  Mo 
tors  and  AT&  r  is  lowering  margins 
Chase's  other  crown  jewel,  its  fast 
growing  transactions  processing  anc 
cash  management  subsidiary'.  Info 
serv,  is  facing  a  margin  squeeze.  ( ^hasQ 
Home  Mortgage,  with  over  $11  bil 
lion  in  originations  and  $45  billion  iri 
sei'vicing  this  year,  may  be  hurt  if  rate? 
begin  to  rise. 

Another  threat  comes  from  Chase'^ 
big  regional  bank  competitors  whcj 
have  been  growing  and  becoming 
more  sophisticated  while  Chase  has 
been  preoccupied  with  cleaning 
house.  The  regional  banks — many  ol 
whom  rival  Chase  in  size — benefit 
from  their  high  stock  prices  and  can 
continue  to  grow  through  stock  ac 
quisitions.  Chase,  with  its  low  price j 
to-book  value  and  price-to-earnings 
ratios,  cannot  afibrd  to  play  in 
that  game. 

But  most  of  these  are  problems  all 
banks  face  and  today's  Chase  is  fit  and 
well  led  for  dealing  with  them. 

Ask  Tom  Labrecque  who  it  is  hq 
admires  most,  and  he  responds  with 
out  hesitating:  John  J.  McCloy. 
Chase  Manhattan  chairman  frorrj 
1953  to  1960,  McCloy,  who  died  ir» 
1989,  gets  scant  mention  in  most) 
histories  of  the  bank,  and  few  people 
uncier  50  have  ever  heard  of  him.  i 

He  rose  from  poverty  to  become 
Undersecretary  of  War  during  World 
War  II  and  the  High  Commissioner 
of  Germany  after  the  war.  A  behind 
the  scenes  type,  McCloy  served  as  ai 
policy  adviser  to  every  American  pres 
ident  from  Roosevelt  to  Reagan.  The 
years  when  he  presided  over  Chase 
were  among  the  most  prosperous  in 
its  two  centuries  of  history. 

"McCloy  was  a  self-etTacing  man," 
says  Labrecque,  in  words  that  might) 
serve  for  the  way  he  would  like  to  be 
remembered;  "but  he  did  more  for 
U.S.  polic)'  than  most  people  will  ever 
know."  It  is  Labrecque's  bad  luck, 
and  Chase's,  that  Wall  Street  and  the 
media  do  not  much  understand  or 
appreciate  self-effacing  leadership.! 
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Introducing  second  business 

day  service  to  Europe 
iiy  noon,  or  your  money  iKicic; 

A 


For  tiiose  of  you  wfio  beiieve 
every  second  counts, 

thafslS^O  seconds  sooner 
than  the  competition. 


Once  again  Federal  Express  is  shaking  up 
the  world  of  shipping.  Because,  now,  while 
everybody  else  is  still  trying  to  get  your 
package  delivered  by  5  pm  the  second  busi 
ness  day.  Federal  Express  can  deliver  to 
over  50  cities  across  Europe  by  noon 
the  second  business  day  from  much 


of  the  U.S.  If  we  don't,  we'll  refund  your  ship- 
ping charges!  Imagine  what  you  can  do  with 
five  hours  to  gain  and  nothing  to  lose.  For 
more  information  about  our  new  noon  service 
or  about  the  thousands  of  other  cities  across 
Europe  that  we  serve,  just  call 
1-800-247-4747  (TDD:  1-800-238-4461). 


Our  Most  Important  Package  Is  Yoursf 

Next  day  service  to  selected  destinations  in  Europe  is  available  from  New  York  City.  Please  call  for  details. 
•Select  postal  codes  within  eacfi  city  qualify  for  second  day  by  noon  delivery  to  Europe  with  the  money-back  guarantee. 
See  the  current  Federal  Express  guide  for  details  and  limitations.  ©1993  Federal  Express  Corporation. 
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Meet  EVA.  She  looks  forbidding  and  mysterious, 
but  she's  really  a  nice,  down-to-earth  girl. 

De-jargoning 
EVA 


BY  JOHN  RUTLEDGE 

John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


Late  one  night,  nearly  ten  years  ago, 
Jack  Bober  and  I  were  wandering  die 
streets  of  New  York  in  search  of  a  real 
American  breakfast — fried  eggs,  hash 
brown  potatoes  and  a  cup  of  coffee  in 
one  of  those  4-pound  mugs. 

In  our  quest  the  wise  and  witt}' 
founder  of  Autranet  and  I  came  across 
the  menu  outside  the  Brasserie,  just 
off  Park  Av'enue. 

I  said:  "Jack,  they  don't  have  eggs 
here,  but  it  says  they  have  oeufs. 
What's  the  difference?" 

Knowing  that  I  was  from  out  of 
town.  Jack  explained,  "In  New  York, 
the  difference  between  eggs  and  oeufs 
is  $12  a  plate." 

Managers  today  are  being  bom- 
barded by  an  endless  barrage  of  so- 
phisticated new  management  con- 
cepts, each  with  a  fancy  name  and  its 
own  glossary'  of  technical  jargon.  The 
latest  plate  of  ocitfs  is  eva  (economic 
value  added).  Stern  Stewart  &  Co.'s 
name  for  ovir  old  friend  economic 
profit,  the  old  Alfred  Marshall  con- 
cept taught  ever^^vhere  in  microeco- 
nornics  classes. 

It  merely  recognizes  that  a  business 
activity  must  not  only  break  even  but 
also  earn  enough  to  justify  the  cost  of 
the  capital  used  in  its  pursuit.  This 


sounds  like  common  sense,  but  ac- 
countants do  not  measure  economic 
profits.  Generally  Accepted  Account- 
ing Principles  deduct  only  the  interest 
on  debt  from  profits,  but  not  the  cost 
of  equity  capital. 

Thus  GAAP  accounting  numbers, 
including  earnings  per  share,  give  a 
misleading  picture  of  the  true  abiliu' 
of  a  business  to  generate  cash  fiow  for 
its  owners.  This  makes  comparisons 
of  the  results  of  two  companies  with 
different  proportions  of  debt  and  eq- 
uit}'  in  their  capital  structures  virtually 
meaningless. 

This  weakness  in  accounting  mea- 
sures is  why  private  equity  investors 
prefer  to  access  a  business  with  earn- 
ings before  interest  and  taxes,  EKIT,  or 
operating  cash  flow,  which  equals 
EBIT  plus  noncash  charges  to  earn- 
ings. They  establish  the  value  of  a 
business  as  the  present  value  of  its 
estimated  fiature  EBiT  stream,  then 
deduct  the  value  of  debt  to  estimate 
the  value  of  equity. 

This  approach  is  standard  operat- 
ing procedure  for  leveraged  buyouts 
and  for  chief  financial  officers  making 
acquisitions.  But  operating  managers 
are  usually  more  comfortable  think- 
ing about  profit-and-loss  than  about 
present  values. 

EVA  is  actually  Stern  Stewart  & 
Co.'s  trade  name  for  a  specific  meth- 
od of  calculating  economic  profit, 
which  includes  capital  charges  and  a 
long  list  of  other  account  adjust- 
ments. We  will  use  the  term  economic 
profit  to  refer  to  the  general  idea 
developed  by  Marshall. 

The  value  of  economic  profit  is  to 
remind  managers  that  they  have  not 
really  made  a  profit  until  they  have 
earned  an  economic  return  on  the 
equit)'  capital  they  use.  Bennett  Stew- 
art explains  this  nicely  in  his  insightful 


book  Quest  for  Value.  He  shows  hoi- 
a  given  year's  economic  profit  me^ 
sures  whether  or  not  a  firm  has  creal 
ed  enough  revenue  to  leave  a  surpli^ 
after  covering  all  of  its  costs,  includim 
capital  costs. 

As  an  example,  suppose  the  firii 
uses  $10  million  in  equity  capital  am 
the  current  cost  of  equity  capital 
15%;  if  the  firm's  accounting  profit 
$1  million,  it  appears  to  be  profitabi* 
when,  in  actuality,  it  has  posted 
$500,000  economic  loss.  The  capit; 
might  be  better  deployed  elsewhen 
However,  if  the  firm  were  to  earn  SI 
million,  it  would  be  showing  ecc 
nomic  value  added  of  $500,000. 

This  is  an  important  concept,  bii 
the  good  news  is  you  don't  need  a 
expensive  consultant  to  measure  yoi 
economic  profits.  Just  ask  your  cor 
troiler  to  add  another  line  to  yoij 
monthly  P&L  statement  to  account  ft 
the  implicit  cost  of  renting  the  capit 
you  use — plant,  equipment,  inverj 
tories  and  receivables,  less  payables. 

Now  subtract  this  capital  charg 
from  your  aftertax  operating  profits  t) 
calculate  your  firm's  economic  profi 
If  this  number  is  positive,  your  retur 
on  capital  exceeds  your  cost  of  capit 
and  you  are  adding  value  to  the  firm 
equity.  If  it  is  negative?  You  can  eithj 
sell  the  business  that  is  destroying  th 
value  and  reallocate  the  capital  to  tJ 
healthy  businesses  or  take  steps  t 
improve  its  operations. 

The  real  value  of  economic  profit 
at  the  micro  level  of  a  business,  t 
identif)'  which  cylinders  are  firing  am 
which  are  not.  In  a  recent  situatio 
where  I  was  involved,  our  initial  r« 
turn -on -capital  scan  of  a  company 
operating  units  indicated  that  three  c 
its  four  divisions  were  generating  neg 
ative  economic  profits.  They  wei 
earning  less  than  their  cost  of  capita 
therefore  destroying  equit}'  value. 

The  fourdi  division  was  a  screani 
ing  success,  worth  more  than  th 
entire  company.  This  helped  to  guic 
the  company's  managers  through  th 
laser  surgery'  process  of  redeployin 
capital  from  the  losers  to  the  winnc 
substantially  improving  the  value  ( 
the  business.  You  can  use  the  san' 
process  in  your  own  business. 

Oeufs  or  fried  eggs,  high  manage 
ment  theory^  or  common  sense,  ecc 
nomic  profit  is  easy  to  measure  an 
provides  a  usefi.il  business  tool.  ■ 
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A    SPECIAL   ADVERTISING  SUPPLEMENT 


Susinesses  turn  waste  into  profits  as  part  of 
lew  environmental  initiatives  for  preserving  .  .  . 


nvironmental  preservation  is  one  of 
the  most  intensely  disputed  issues  in 
American  society  today.  In  response 
to  environmental 
groups'  demands, 
the  government 


A  Special  Report 
to  Management 
prepared  by  the 
Marine  Sciences 
Research  Center  of 
the  State  University 
of  New  York  at 
Stony  Brook. 


'ircfnment,  wjle 


increased  regula-- 
tion  of  business.  I 
This  has  created 
io  challenges  for  American  corporations, 
ley  must  take  strong  initiatives  in  pollu- 
3n  and  waste  prevention,  conservation 


jii  diiu  wdbie  preveiiuuii,  Luiibeivduuii 
'  energy  and  resources  and  environmen- 
1  protection.  At  the  same  time,  they  \ 
ust  compete  in  a  global  marketplace, 
ow  can  industries  meet  ambitious  envi- 
)nmental  goals  without  hindering 
owth?  The  answers  are  complex,  and  in 
eir  search  for  solutions,  many  compa- 
es  have  reaped  unexpected  benefits  - 
id  profits  -  in  the  form  of  new  products  and  services: 
Nowhere  is  the  struggle  to  balance  competing  needs 


air,  land  and  water,  critically  interdependent,  come  together  -'^ 
in  some  of  the  most  important  and  stressed  ecosystems  in  ;■. 
the  world.  The  coastal  environment  is  a  proving  ground  for  ? 

new  environmental  strategies,  where 
III    every  step  taken  can  have  a  significant 
impact  on  our  environmental  future. 

Because  most  of  the  nation's  trade 
and  industry  takes  place  at  the  junction 
of  land  and  sea,  where  the  ocean's 
resources  are  richest,  it  is  where  society 
has  its  greatest  impact.  More  than  half 
of  the  world's  population  lives  within  50 
miles  of  the  ocean,  and  it  is  where  many 
of  the  world's  greatest  cities  -  New  7 
York,  San  Francisco,  Tokyo,  Shanghai 
and  Rio  de  Janeiro,  among  others  -  are 
situated. 

The  U.S.  Department  of  Commerce 
^    estimates  that  almost  one-half  of  all 
^^^^^^^^^^Bj    American  jobs  are  located  in  coastal 
'  -       areas  and  that  the  fraction  of  the  GNP 

produced  there  is  rising  faster  than  the  total  GNP.  About 
half  of  all  residential  and  nonresidential  construction  is  the 
re     U.S.  between  1970  and  1989  occurred  in  coastal  areas  as  well,  ;f 
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hrysler  is  committed  to 
the  research  and  develop- 
ment of  technologies  for 
reducing  emissions  and 
improving  air  quality. 
These  include  vehicle  emissions  con- 
trol devices,  alternative  fuels  and 
alternative  engines.  As  evidence, 
Chrysler  is  the  only  manufacturer 
today  offering  vehicles  for  sale  in  all 
three  major  areas  of  alternative 
fuels-electric,  compressed  natural 
gas  and  methanol/gasoline  flexible 
fuel  vehicles. 

All  of  our  new  vehicles  will  be 
built  in  manufacturing  facilities  that 
provide  maximum  opportunities  to 
conserve  resources,  prevent  pollution 
and  will  recycle  materials  using 
state-of-the-art  environmental  con- 
trols. Chrysler's  new  Jefferson  North 
Plant  in  Detroit  exemplifies  these 
attributes.  As  a  result,  it  has  won 
three  major  Environmental  Protection 
Agency  awards.  New  plants  coming 
on  line  in  the  near  future  will  mirror 
the  example  of  Jefferson  North. 

Ronald  R.  Boltz 

Vice  President 

Product  Strategy  &  Regulatory  Affairs 
Chrysler 


Stresses  on  the  Coastal  Ocean 
And  Its  Zone  of  Influence 

Estuaries  -  partially  enclosed  coastal 
embayments  that  receive  sea  water 
from  the  ocean  and  fresh  water  from 
the  land  -  are  particularly  affected  by 
growth  along  the  world's  coasts. 
Changes  in  salinity,  dissolved  oxygen, 
temperature  and  nutrients  in  estuaries 
naturally  create  a  rapidly  changing 
stressful  environment.  Many  organisms 
cannot  tolerate  these  rapid  changes. 
Those  that  do  flourish.  Oysters  and 
clams  grow  in  abundance,  and  striped 
bass,  bluefish,  shad  and  bottom- 
dwellers  like  winter  flounder  and  fluke 
use  estuaries  as  their  spawning  and 
nursery  grounds.  But  estuaries  are  also 
the  sites  of  most  of  the  world's  great 
ports. 

Population,  shipping  and  trans- 
portation, fisheries  and  aquaculture,  oil 
and  gas,  recreation,  military  operations 
and  marine  waste  disposal  are  all  con- 
centrated in  coastal  area.s,  with  an  envi- 


ronmental impact  whose  ramifications 
are  steadily  growing. 

Threats  to  coastal  marine  waters 
include  the  destruction  of  habitats 
and  oxygen-depleted  waters  as  well  as 
the  growing  diversion  of  fresh  water 
for  irrigation  and  drinking  water, 
seafood  and  beaches  contaminated  by 
pathogens,  plastic  litter  fouling  the 
seas,  progressive  buildup  of  chlorinat- 
ed hydrocarbons  and  accumulation  of 
tar  balls  on  beaches. 

These  kinds  of  problems  are  con- 
centrated in  estuaries,  because  estuar- 
ies are  partly  enclosed  and  often  not 
well  flushed  by  open  ocean  water. 
Nutrients  and  other  contaminants  that 
enter  accumulate  in  the  bottom  sedi- 
ments. 

Each  estuary  is  also  the  target  of 
local  land-based  and  airborne  contami- 
nants, and  receives  the  by-products  of 
human  activities  from  its  watershed- 
the  total  area  drained  by  its  rivers  and 
streams  -  which  may  extend  over  thou- 
sands of  square  miles. 

The  watershed  for  Long  Island 
Sound,  for  instance,  includes  the 
north  shore  of  Long  Island,  Connec- 
ticut, Westchester  County,  parts  of 
New  York  City,  and  extends  up  into 
Massachusetts  and  New  Hampshire. 


The  Mississippi  River  encompasses 
more  than  one-third  of  the  contiguou 
U.S.  in  its  watershed. 

Experts  agree  that  the  coastal  zor 
is  being  altered  just  as  fast  as  tropica 
forests.  "Irreplaceable  habitats  are 
being  lost  to  the  construction  of  har- 
bors and  industrial  installations,  to  th 
development  of  tourist  facilities  and 
mariculture  and  to  the  growth  of  sett 
ments  and  cities.  If  left  unchecked,  th 
will  soon  lead  to  global  deterioration 
the  marine  environment  and  of  its  liv 
ing  resources,"  says  a  report  by  the 
Joint  Group  of  Experts  on  Scientific 
Aspects  of  Marine  Pollution  (GESAMl 
a  U.N.  advisory  group. 

A  Shift  in 
Priority  Problems 

In  most  of  the  coastal  U.S.,  there  is  a 
continuing  shift  in  the  activities  that 
pose  the  greatest  threat  to  the  qualit) 
of  the  coastal  ocean.  Human  activities 
businesses  and  industries  have  shiftec 
in  place  and  kind  over  the  last  two 
decades.  The  discharges  of  contami- 
nants from  industrial  and  municipal 
outfalls  have  decreased  because  of  th 
Clean  Water  Act  and  other  regulation 
shifts  in  industries  away  from  the  coa 
and  better  environmental  stewardship 


4YEARSA60 
WE  PROMISED  BLUE  SKIES. 

irWASNTA 
BLUE  SKY  PROMISE. 


When  ARCO  introduced  the 
world's  first  emission  control 
gasolines  in  1989,  the  world 
was  probably  skeptical  about 
our  promise  of  cleaner  air 
over  Southern  California. 

The  terms  "clean  burning" 
and  "gasoline"  hardly  seemed 
compatible.  They  are  today. 
Measurably  so. 

In  the  past  4  years,  people 
driving  with  ARCO's  EC-Regular 
or  EC-Premium  gasolines  have  prevented 
over  400  million  pounds  of  automotive 
pollution  from  reaching  our  Southern 
California  skies. 

ARCO's  emission  control  gasolines  have 
been  favorably  recognized  by  the  South 
Coast  Air  Quality  Management  District. 
Emission  control  gasolines  are  one  reason 
that  the  air  in  Southern  California  is  the 
cleanest  it's  been  in  5  years. 

And  ARCO  has  already  developed  a 
clean  fuel  technology  for  tomorrow,  our 


advanced  emission  control 
formula,  EC-X. 

The  EC-X  formula  gave 
California's  Air  Resources 
Board  an  example  for  its 
strict  reformulated  gasoline 
standards. 

When  the  standards  take 
effect  in  1996,  all  California 
drivers  can  use  clean  burning, 
reformulated  gasolines  that 
will  reduce  automotive  pollution 
in  our  state  by  3.8  million  pounds  a  day, 
or  over  a  billion  pounds  a  year,  compared 
to  current  emissions. 

Emission  control  gasolines  will  help 
achieve  bluer  skies  more  quickly  and  more 
economically  than  other  alternative  fuels 
yet  considered.  More  practically,  as  well, 
since  we  won't  have  to  change  the  cars  we 
drive  or  the  way  we  drive  them. 

ARCO  emission  control  gasolines. 
The  technology  for  cleaner  air  today. 
And  even  cleaner  air  tomorrow. 


ARCO  i> 

CLEAN  FUELS  FOR  THE  FUTURE. 


Don  'tyou  wish 

we  could  just  do  this  to  acid  rain. 


Ina  way  we  can— if 
more  industrial  and  power  plants 
switch  to  natural  gas. 

Natural  gas  is  playing  a  key 
role  in  industry's  compliance 
with  the  Clean  Air  Act 
Amendments  and  our  govern- 
ment's plans  for  a  cleaner  future. 
It  should  play  a  key  role  in  your 
company's  future,  too. 

Natural  gas  power  plants 
can  produce  99%  less  sulfur 
dioxide  and  90%  less  nitrogen 
oxide  than  oil  or  coal-fired 
plants. 

And  paired  with  the 
advances  in  equipment  tech- 
nology in  most  cases,  natural 
gas  is  the  most  efficient,  cost- 
effective  energy  around. 

Plus,  there's  a  secure  and 
steady  supply  of  gas;  over  99% 
of  the  gas  we  use  comes  from 
North  America,  and  more 
than  a  million  miles  of  pipeline 
coast  to  coast  delivers  it  easily 

If  more  industrial  and 
power  plants  switch  to  natural 
gas,  we'll  help  wipe  away  acid 
rain,  instead  of  wiping  away 
our  environment. 


'lean,  economical  natural  gas.  Thinkwhat  we'll  save. 
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by  businesses.  As  a  result,  these  indus- 
tries no  longer  pose  the  greatest 
threats  to  coastal  ecosystems.  They 
have  been  replaced  by  coastal  develop- 
ment, agriculture  and  even  tourism 
and  recreation.  For  example,  in  the 
Florida  Keys  National  Marine  Sanc- 
tuary, uncontrolled  recreational  divers 
and  boaters  are  one,  if  not  the  major, 
source  of  damage  to  the  coral  reefs. 

Management  Challenges 

Major  improvements  have  taken  place 
in  the  quality  of  the  nation's  surface 
waters,  particularly  in  streams,  rivers 
and  lakes.  Present  management  policies 
in  practice  in  many  coastal  marine 
areas  of  the  U.S.,  however,  need  to 
change  in  order  to  restore  important 
ecosystem  values  and  activities  like 
fishing  and  swimming.  We  need  to 
develop  strategies  that  not  only  allow 
us  to  keep  pace  with  the  increasing 
stresses  of  a  growing  population  and 
unabated  development  pressure,  but 
also  let  us  achieve  the  level  of  environ- 
micntal  quality  expected  by  society. 

The  challenge  to  management  is  to 
identify  which  threats  to  the  environ- 
ment and  the  economy  are  the  most 
important  in  each  coastal  system. 
Companies  that  understand  the  inter- 
relationship between  clean  water  and 
clean  air,  as  well  as  between  ecosys- 
tems, can  more  effectively  combine 
responsible  development  with 
ecological  concern. 


"People  in  business  have  long 
known  that  local  and  good  customer 
relations  are  essential  to  good  busi- 
ness," says  John  C.  Bierwirth,  former 
chairman  of  the  Grumman  Corp.  and 
chairman  of  the  Long  Island  chapter 
of  the  Nature  Conservancy.  "Treating 


In  their  search 
for  environmental 
solutions,  many 
companies  have 
reaped  unexpected 
benefits  — 
and  profits. 


the  land  and  resources  that  they  use  in 
a  responsible  way  is  a  critical  part  in 
the  creation  of  those  good  relations. 
Happily,  local  government  and  neigh- 
bors are  more  and  more  willing  to 
cooperate  in  achieving  those  goals." 


fj4V       '9  Oil"  is  the  bogeyman  of 
H    9      the  environmental  move- 
H  ment  and  understandably 

H    W      so.  The  environmental  era 
was  triggered  by  the  San 
Barbara  Channel  oil  spill  in  1969. 
Twenty  years  later,  the  public  was  get 
ting  comfortable  with  us  again  when 
the  tanker  hit  the  reef  in  Prince 
William  Sound,  Alaska.  That  spill  was 
a  disaster.  And,  on  the  home  front, 
cars,  factories  and  residences  daily 
produce  the  brown  smear  over  our 
cities-using  our  fuels. 

The  best  response  we  can  make 
to  the  finger  pointers  is  to  say,  yes, 
there's  a  problem  and  we're  working 
on  it.  We're  working  with  a  host  of 
regulatory  authorities  in  Washington 
and  Sacramento.  ARCO  EC  (emission 
control)  gasolines  are  one  product  of 
that  cooperation.  The  air  in  our  mar- 
keting areas,  particularly  Southern 
California,  is  markedly  less  dirty 
because  of  our  clean  gasolines,  and 
that  makes  us  proud. 

We're  continuing  to  push  hard  on 
the  environmental  issues— cleaner 
gasoline  and  diesel  fuel,  tighter  con- 
trol of  plant  emissions,  careful  atten- 
tion to  our  oil  and  gas  operations 
from  the  North  Slope  of  Alaska  to  the 
rain  forests  of  Ecuador.  America 
needs  our  fuels.  We  intend  to  make 
them  plentiful,  secure  and  affordabi 
and  with  minimum  pollution.  These 
days,  it's  ail  part  of  the  job. 

LM.  Cook 

Chairman  and  CEO 
ARCO 


But  the  task  of  encouraging  eco- 
nomic expansion  and  ensuring  envircj 
mental  stability  leaves  management 
with  a  host  of  challenges  with  which 
contend.  What  our  coastal  waterways 
need  is  innovative  use  of  scientific  an 
technological  advances  to  develop 
strategies  that  accommodate  competii 
demands  made  on  the  coastal  ocean 
and  its  surrounding  environment. 

A  number  of  new  management 
models  show  great  promise  in  achievj 
ing  what  past  policies  could  not.  The 
two  most  popular  and  powerful  for  t\ 
coastal  zone  are  sustainable  develop- 
ment and  integrated  coastal  managt 
ment. 


;  Strategies 

istainable  development  is  develop- 
L-nt  that  allows  the  present  genera- 
)n  to  meet  its  needs  without  compro- 
ising  the  ability  of  future  generations 
meet  theirs.  "Sustainable  develop- 
ent  is  not  a  goal,  not  a  condition  like- 
to  be  attained  on  earth  as  we  know 
'  says  K.N.  Lee  of  Williams  College, 
father,  it  is  more  like  freedom  or  jus- 
;e,  a  direction  in  which  we  strive." 
le  coastal  zone  offers  great  chal- 
nges  to  the  concept  of  sustainable 
■velopment.  To  realize  this  goal  fully, 
i  must  extend  our  strategies  beyond 
e  coastal  zone  throughout  the  zone 
influence-where  human  activities 
fluence  the  specific  water  body  and 
,|intiguous  coastal  environments.  One 
ly  we  can  do  this  is  through 
tegrated  Coastal  Management  (ICM). 

ICM's  fundamental  goals  are  to 
store  and  maintain  the  ecological 
tegrity  of  coastal  systems,  regardless 
jurisdictional  boundaries,  and  to 
laintain  important  societal  values  and 
.es  associated  with  those  resources. 


ICM  is  a  regional  ecosystem-based 
approach  that  sets  standards  for  water 
and  sediment  quality.  It  mandates  a 
systematic  search  for  the  threats  to 
those  qualities  throughout  the  zone  of 
influence  and  ranks  them  in  a  process 
equivalent  to  environmental  risk 
assessment.  It  then  calls  for  setting  pri- 
orities and  developing  and  implement- 
ing cost-effective  management  strategies. 

If  an  estuary  valued  for  shell-fish- 
ing can  be  restored  from  a  nutrient- 
over-enriched  state  to  a  healthy  condi- 
tion, for  example,  shell-fishing  may  be 
restored.  If  that  estuary  is  Long  Island 
Sound,  it  would  be  governed  by  one 
set  of  Sound-wide  management  prac- 
tices, even  though  two  states  -  New 
York  and  Connecticut  -  have  jurisdic- 
tion. In  considering  the  zone  of  influ- 
ence for  the  Sound,  much  of  the  water- 
t  shed  can  be  neglected  and  attention 
I  can  be  focused  on  a  narrow  band 
I  around  the  Sound.  In  other  cases,  such 
I  as  upper  Chesapeake  Bay,  the  zone  of 
5  influence  may  include  the  entire  water- 
I  shed. 


At  Union  Camp 
we're  working  to  make 
the  future  even  better 
than  the  past. 

Concern  for  the  environ- 
ment has  always  been  at  the 
forefront  of  our  planning. 
We've  been  a  leader  in  conser- 
vation by  donating  nearly 
80,000  acres  of  our  own  land  to 
the  public. 

And  we've  invested  heavily 
in  improving  the  environmental 
compatibility  of  our  mills  and 
plants  and  in  advanced  techniques 
for  safeguarding  adjacent  rivers 

and  streams. 

At  Union  Camp  we  strive  for 
the  highest  levels  in  every  area... 
our  prcxlucts,  our  service  and  our 
concern  for  the  environment. 

We  Never  Stop  Making  Things  Better 


Mankind  Has  Always  Left  It 


The  Hoechst  name  and  logo  are  registered  trademarks  of  Hoechst  AG 


Iark. 


It's  up  to  us  to  make  sure     Smce  the  beginning  of  time,  mankind  has  labored 
something  worth  leaving  behind.     t^irelessly  to  leave  behind  something  that  would  mark  its 

passage  for  future  generations.  It  is  now  our  turn  to  do 
the  same.  Through  technology,  we  strive  to  improve 
much  of  what  we  have  today.  So  let  future  generations 
remember  us  for  all  that  we  have  accomplished  and  will 
continue  to  accomplish.  Let  us  be  remembered  for  the 
mark  that  we  leave  behind  on  this  earth.  Let  us  be 
remembered  for  having  left  it  a  better  place. 

Hoechst  Celanese 

Hoechst  M 


Iuclear  energy  is  one  of 
^      the  cleanest  sources  of 
^  ^     electric  power.  Because 
nuclear  power  plants 
don't  burn  anything, 
they  do  not  pollute  the  air.  In  fact, 
America's  109  nuclear  power  plants 
reduce  airborne  emissions  by  1.4  mil- 
lion tons  a  day,  while  providing  20% 
of  our  nation's  electricity. 

Phillip  Bayne 

President  and  CEO 

U.S.  Council  for  Energy  Awareness 

Washington,  D.C. 


The  most  powerful  combination  of 
strategies  becomes  the  management 
plan  for  that  water  body.  Ongoing  mon- 
itoring programs  provide  data  needed 
to  evaluate  management  clioices,  and 
research  programs  provide  [knowledge 
to  develop  new,  more  powerful  and 
more  economical  strategies  for  the 
future. 


New  Opportunities 
For  Business 

I^esponding  to  the  call  for  new  environ- 
mental and  economic  partnerships  and 
pragmatic  management  strategies  will 
depend  on  bold  new  initiatives.  Some 
companies  that  have  responded  innova- 
tively  and  surged  to  the  forefront  with 
new  strategies  are  l)u  Pont,  Delchem 
Services  in  conjunction  with  the  city  of 
Philadelphia,  and  plastic  lumber  manu- 
facturing companies  including  TriMax 
of  Lx»ng  Island  Inc.  and  Plastic  Pilings  Inc. 

Research  Yields 
New  Products 

Over  the  past  two  decades  Du  Font's 
Delaware  River  plant  at  Edge  Moor. 
Del.,  has  been  an  innovator  in  turning 
a  previously  ocean-dumped  waste  prod- 
uct into  something  useful.  The  Edge 
Moor  plant  manufactures  titanium  diox- 
ide pigment,  a  whitening  and  brighten- 
ing agent  used  in  the  manufacture  of 
paper.  Until  1974,  Du  Pont  dumped 
the  liquid  waste  in  the  ocean  and  land- 


filled  the  sludge  by-products.  Although 
there  was  no  scientific  evidence  of  envi- 
ronmental damage  to  the  ocean,  public 
perception  and  a  corporate  sense  of  en\| 
ronmental  stewardship  motivated  a 
search  for  alternatives.  Du  Pont  researd 
ers  discovered  that  the  iron  chloride 
waste  could  be  used  as  a  water  clarifier 
In  1974,  the  company  started  to  market 
one-half  of  the  liquid  waste  to  waste-wai 
and  drinking-water  plants;  by  1987,  aft( 
further  plant  upgrades,  Du  Pont  was  sej 
ing  all  of  the  liquid  waste.  Ocean  dumi 
ing  had  stopped. 

In  1988  the  Edge  Moor  plant  startei 
working  on  a  new  technology  to  conve 
the  sludge  to  a  useful  product  known  a 
Iron-Rich™.  Approved  by  the  Delaware 
Department  of  Natural  Resources  and 
Environmental  Control,  Iron-Rich  is  use 
as  a  landfill  cover. 

Transforming  Industrial  Wasti 
Into  Profits 

The  city  of  Philadelphia  began  phasing 
out  ocean  disposal  of  sewage  sludge  in 


is. 


Marine  Sciences  Research  Center 


Pathfinder,  innovator,  risk- 
taker-all  are  phrases  that 
might  be  used  to  describe 
the  Marine  Sciences  Research 
Center  (MSRC)  of  the  State 
University  of  New  York  at  Stony  Brook. 
Over  its  brief  25-year  history,  MSRC  has 
emerged  as  one  of  the  world's  leading 
coastal  oceanographic  institutions.  The 
center  leads  in  translating  scientific 
research  into  information  readily  accessi- 
ble to  decision  makers,  planners,  man- 
agers and  the  general  public  in: 

■  Consensus-building  among  diverse 
constituents  to  find  solutions  to 
intransigent  environmental  problems 

■  Marine  education 

■  Research  on  unusual  and  sometimes 
controversial  issues. 

"Stony  Brook's  Marine  Science 
Research  Center  is  an  excellent  basic 
research  institution,  but  that's  not  what 
has  impressed  me  most  dbout  them.  It's 
the  innovative  ways  in  wh;<  h  ttjey  use 
advances  in  knowledge  ahA  u'chnology 
to  solve  problems  of  the    ^  '  ii  ocean 


that  put  MSRC  in  a  league  of  its  own," 
says  Hugh  L.  Carey,  executive  vice  presi- 
dent of  W.R.  Grace  and  former  Governor 
of  New  York. 

As  a  project  to  test  the  utility  and 
safety  of  products  created  from  unwant- 
ed wastes,  MSRC  constructed  both  the 
first  building  in  the  world  out  of  concrete 
blocks  made  from  cement  and  incinerator 
ash  and  the  first  fishing  reefs  made  from 
coal  ash.  It  was  also  among  the  very  first 
to  probe  the  sources,  transport  and  fate 
of  sediments  in  New  York  Harbor  estuary 
and  to  use  that  knowledge  to  develop 
new  ways  of  managing  dredged  material. 

The  greater  New  York-Long  Island 
region  is  perhaps  the  world's  greatest 
coastal  laboratory.  No  other  area  of  com- 
parable size  can  match  it  in  diversity  of 
coastal  environments  and  population  size 
and  density,  factors  making  this  region 
an  ideal  laboratory  for  developing  and 
testing  management  strategies  to  accom- 
modate multiple  and  conflicting  uses. 

"One  of  the  goals  of  the  Long  Island 
Research  Institute  is  to  nurture  the 
recruitment  and  growth  of  environmental 
technology  companies  to  realize  the 


potential  of  the  extraordinarily  rich,  nat 
ural  coastal  laboratory  we  have  in  the 
greater  New  York  City-Long  Island 
region,"  says  Walter  Kissinger,  chairman 
of  the  Long  Island  Research  Institute  am 
former  chairman  of  the  Allen  Group. 
"Stony  Brook's  Marine  Sciences  Researc 
Center  will  play  a  key  role  in  our 
efforts." 

The  center's  development  has  long 
been  guided  by  its  commitment  not  only 
to  excellence  in  basic  research  in  coastal 
oceanography,  but  also  to  the  timely 
transformation  of  advances  in  scientific 
understanding  and  technology  into  innov 
ative  strategies  that  will  allow  people  to 
live  in  greater  harmony  with  their  coasta 
environments. 

In  keeping  with  this  tradition,  MSRC 
will  host  a  coastal  summit  on  December 
13-14,  1993  to  bring  together  leading 
experts  from  around  the  world  to  explori 
what  the  future  has  in  store  for  the 
coastal  ocean  and  how  prospects  can  be 
improved.  For  more  information,  call  the 
center  at  516-632-8701. 


77.  By  the  end  of  1980,  one  year  in 
vance  of  requirements  set  by  the  U.S. 
ivironmental  Protection  Agency,  the 
y  had  stopped  dumping  sewage 
;  idge  into  the  ocean.  Rather  than  dis- 
.  rd  the  sludge  generated  at  the  city's 
ee  water-pollution-control  plants,  the 
II  y  now  processes  the  sludge  into 
I  in  post  products,  rich  in  organic 
Irients  and  low  in  contaminants,  at 
'  Water  Department's  composting 
ility.  These  products  are  then  used 
one  of  three  programs  (marketing, 
i  Ik  application  and  strip-mine  recla- 
n  ition)  operated  by  the  Sludge 
hnagement  Unit.  Along  with  Delchem 
iJ  rvices,  a  Wilmington,  Del.-  based 
idrporation,  Philadelphia  has  shown  that 
I  s  possible  to  transform  a  municipal 
ste  into  a  usable,  marketable  materi- 
i  that  is  helping  to  beautify  and 
rich  Philadelphia  and  beyond. 
"Earthlife,"  the  compost  product 
J  mufactured  by  Delchem  Services, 
!  s  been  used  in  Philadelphia-area 
loretums,  nurseries  and  golf  courses, 
well  as  at  the  National  Arboretum  in 
ishington,  D.C.  Two  casinos  in 
.  lantic  City  also  have  used  an  Earth- 
i  I  soil  mix  for  roof  deck  planters  and 
hdscaping. 

In  addition  to  Earthlife.  free  com- 
)  St  distributed  by  Philadelphia's  bulk 
plication  program  has  received  a 
sitive  response  from  farmers  in 
nnsylvania  and  New  Jersey.  Both  dry 
d  liquid  "Philorganic"  unscreened 
nipost  products  are  marketed  or 
'en  away  to  consumers,  along  with 
J;3chures  that  explain  how  the  prod- 
i  ts  can  and  should  be  used.  Ball- 
1  ks,  parks,  city-owned  golf  courses, 
laimed  landfills  and  abandoned  lots 
o  have  benefited  from  Philorganic. 
Other  products  include  "Mine  Mix," 
nixture  of  compost  with  sludge  cake 
.'d  in  bulk  applications  and  strip- 
ne  reclamations,  and  a  soil  condition- 
marketed  as  "Gardenlife."  The  soil 
iiditioner  contains  such  nutrients  as 
osphorus,  nitrogen  and  potassium, 
a!  to  plant  growth. 

I  'om  Plastic  Pails  to  Pilings 

len  four-year-old  wooden  bulkheads 
j^an  failing  in  Brightwaters,  N.Y.,  on 
ng  Island's  Great  South  Bay,  village 
icials  looked  for  an  alternative  to  the 
irine-grade  lumber  they'd  always 
ed.  The  village  chose  TriMax  lumber, 
mufactured  in  nearby  Ronkonkoma. 


The  big  difference  between  TriMax  and 
other  lumber  is  that  TriMax  lumber  is 
made  of  recycled  plastic.  The  first  sec- 
tion installed,  now  three  years  old, 
shows  no  signs  of  weathering,  having 
withstood  not  only  Hurricane  Bob  but 
also  the  fierce  winter  storms  of  1992. 

TriMax  is  part  of  a  burgeoning 
field,  the  manufacturing  of  plastic  lum- 
ber, whose  source  of  raw  materials 
includes  myriad  items  ranging  from 
tableware,  syringes,  toys,  book  bindings 
and  trays  to  domestic  articles  such  as 
containers  and  bottles,  shrink-wrap, 
piping,  ducting,  plastic  joints  and  dis- 
posable plastic  medical  goods.  Plastic  is 
one  material  that  marine  borers  - 
which  thrive  on  wooden  piers,  bulk- 
heads and  pilings  -  can't  eat.  And 
since  cleaner  coastal  waters  have 
increased  the  marine  borer  population, 
the  availability  of  plastic  lumber  manu- 
factured from  recycled  plastic  has 
helped  this  new  industry  develop. 

Plastic  lumber,  a  high-performance 
construction  material  produced 
through  a  new  patented  process,  pro- 
vides the  performance  qualities  of 
treated  wood  without  its  inherent 
costly  maintenance,  need  for  regular 
replacement  and  continual  resealing 
problems.  Plastic  brings  a  new  dimen- 


ur  goal  is  to  go  beyond 
regulatory  compliance  by 
taking  a  leadership  posi- 
tion in  achieving  environ- 
mental excellence.  We 
have  already  made  considerable 
progress  in  achieving  this  goal. 
Committed  to  reducing  our  SARA 
Title  111  emissions  by  70%  by  the  end 
of  1996,  we  have  already  reduced 
these  emissions  by  24%.  We  have 
exceeded  the  goals  set  by  the  EPA's 
voluntary  Industrial  Toxics  Program 
by  achieving  a  more  than  40%  release 
reduction  of  the  program's  targeted 
chemicals  by  the  end  of  1992  versus 
the  33%  goal  set  by  the  EPA.  Equally 
important  is  our  life-cycle  approach  to 
product  planning  and  development. 
We  have  developed  recyclable  prod- 
ucts for  carpet,  apparel,  packaging, 
engineering  and  high-performance 
thermoplastics  and  polyester  resins. 

Dr.  Ernest  H.  Drew 

President  and  CEO 
Hoechst  Celanese 
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OFALLTHE 
AWARDS  WE 

WON  LAST 

YEAR,THESE 

MAY  MEAN  THE 

MOST 

As  automotive  awards  go,  last  year 
was  a  banner  year  for  tke  Ckrysler 
Corporation.  Among  tkem  were  several 
awards  of  special  importance,  not  only  to  us, 
kut  to  otker  residents  of  tkis  world  as  well. 
We  re  extremely  pleased  to  kave  won 

an  unprecedented  tkree  environmental 

awards  from  tke  United  States 

Government.  ThE  1392  U5  EPA 

5TRAT05PHERIC  OzONE 

Protection  Award,  The  i^^a 
PRESIDENT'S  Environment  & 


ON5ERVATION  CHALLENGE 
WARD  an 

.DMINI5TRATOR'5  AWARD.  Its 
►t  easy  to  produce  a  reliable ,  economical 
kicle  wkile  being  sensitive  to  its  envi- 
nmental  impact.  But  we  re  doing  it. 
d  we  re  gettmg  tetter  at  it  all  tke  tmie. 
Here  are  some  of  tke  ackievements 
at  kelped  us  earn  tkese  awards:  As  early 

ke  i^8os  we  kegan  reducing  emissions 
)m  our  painting  operations.  Improved 
int  appkcation  lowered  plant  emissions  ky 
%  and  we  discovered  kow  to  create  a  kigk 
ality  finisk  wkile  using  5o%  less  paint. 

\\4  kave  also  taken  aggressive  action 
kelp  preserve  tke  fragile  ozone  layer, 
y  19^4'  ^  new  Ckrysler-kuilt  products 
lU  kave  CFC-fr  ee  air  conditioning  umts. 
kat  puts  us  years  akead  of  worldwide 
lidelmes. 

akout  recycling?  It  makes  as 
ick  sense  for  our  plants  as  it  does  for 


our  komes.  Eack  year  we  recycle  more 
tkan  26,000  tons  of  cardkoard,  35,ooo  tons 
of  wooden  pallets  and  over  700,000  tons 
of  scrap  metal.  Even  ketter,  newly  imple- 
mented programs  aim  to  eliminate  ^5% 
o  fall  packaging  wastes. 

\V^itk  all  tkis  talk  akout  reduction, 
tkere  are  a  few  tkings  we  re  proud  to 
say  weve  expanded  on.  One  of  tkese  is 
alternative  fuel  tecknology.  Ckrysler 
Corporation  akeady  kas  electric,  natural 
gas  and  metkanol  fuel  vekicles  for 
sale  today.  \V^kick  also  puts  us  akead  of 
government  guidelines. 

AVkile  we  re  proud  of  our  ackievements 
so  far,  tkere  s  still  room  for  improvement. 

We'll  keep  working  for  a  day  wken 
tke  only  ky-products  from  our  plants  are 
more  of  tkese  awards. 

After  all,  tke  wkole  world  is  watcking. 


CH  RYS  LER  ^ 
CORPORATION 


Advertisement  14 


atura!  gas  is  a  cost-effec- 
tive fuel  for  a  sustainable 
^        future.  It  pollutes  far 
Pi       less  than  other  fuels,  Is 
economical  to  use  and 
is  in  abundant  supply. 

Whether  it  is  used  for  heating 
homes,  generating  electricity,  running 
factories  or  fueling  vehicles,  natural 
gas  burns  more  cleanly  than  oil,  coal 
or  gasoline.  Paired  with  advances  in 
equipment  technology,  in  most  cases, 
natural  gas  is  the  most  efficient,  cost- 
effective  energy  around.  Unlike 
imported  oil,  almost  100%  of  natural 
gas  used  in  the  U.S.  comes  from  a 
300-year  North  American  supply. 

From  Kansas  to  Kazakhstan,  nat- 
ural gas  is  the  fuel  for  our  future. 

Michael  Baly  III 

President 

American  Gas  Association 


sion  to  outdoor  construction  materials 
by  providing  exceptional  durability, 
strength  and  ease  of  use,  and  it  can  be 
manufactured  in  a  wide  variety  of  sizes 
and  performance  grades.  It  is  available 
in  any  transportable  length.  It  has  the 
weight,  feel,  appearance  and  working 
characteristics  of  wood,  and  it  is  easy 
to  handle  and  install  using  standard 
woodworking  tools,  nails  and  other 
wood-fastening  devices. 

The  products  of  Plastic  Pilings  Inc., 
a  Rancho  Cucamonga,  Calif. -based 
company,  were  tested  in  John  Wayne 
Marina,  Port  Angeles,  Wash.  The  com- 
pany successfully  used  recycled  plastic 
guide  pilings  at  a  new  moorage  float 
expansion.  And  the  New  York  City 
Waterfront/Buy  Recycled  Program 
plans  to  use  plastic  lumber  in  the  con- 
struction of  the  Hudson  River  Water- 
front Park  and  the  Tiffany  Street  Pier. 

Other  Opportunities 

There  have  been  significant  gains  in 
improving  much  of  the  environmental 
quality  of  the  coast  over  the  past  25 
years.  Companies  like  the  ones  men- 
tioned above  continue  to  make 
progress  by  pioneering  new  strategies. 
New  challenges  like  habitat  destruction 


and  nonpoint  sources  of  toxins  enter- 
ing coastal  waters  give  businesses  and 
industries  fresh  opportunities  to  con- 
tribute to  sustainable  development  and 
ICM. 

These  challenges  can  be  met  by 
combining-  innovative  technological 
strategies  with  such  simple,  straightfor- 
ward programs  as  public  education 
awareness  efforts,  as  well  as  by  the 
acquisition  of  large  chunks  of  the 
coastal  areas  where  development  and 
use,  even  recreation,  would  be  restrict- 
ed or  prohibited.  Whenever  possible, 
development  should  be  guided  into 
previously  developed  areas.  This  will 
require  changing  laws  and  regulations 
that  currently  make  it  easier  to  develop 
virgin  areas  than  to  redevelop  previous- 
ly developed  and  degraded  sites. 

Some  Priorities 
For  the  Future 

Environmental  protection  and  profits 
are  compatible.  "The  strongest  proof 
that  environmental  protection  does  not 
hamper  competitiveness  is  the  econom- 
ic performance  of  nations  with  the 
strictest  laws,"  says  Harvard  Business 
School  Professor  Michael  Porter. 

Strict  environmental  laws  may  be 
necessary  to  set  high  environmental 
standards,  but  one  of  the  most  power- 
ful deterrents  to  innovation  and  entre- 
preneurship  is  to  incorporate  specific 
technologies  into  regulations  and  laws, 
thus  hampering  new  solutions.  This 
was  clearly  an  unintended  and  undesir- 
able by-product  of  the  Clean  Water  Act. 
By  specifying  secondary  treatment,  it 
discouraged  research  and  development 
on  municipal  waste-water  treatment  for 
more  than  two  decades. 

To  compete  in  the  international 
marketplace,  business,  government. 


^^^^^▼^    s  a  paper  and  wood  prod- 
ucts  company  with  large 
manufacturing  facilities, 
HF  Union  Camp  has  for 

decades  been  committed 
to  enhanced  environmental  perfor- 
mance. We  have  been  working  hard 
for  many  years  to  be  a  responsible 
corporate  citizen,  not  just  to  meet 
demanding  environmental  require- 
ments, but  because  it  was  simply  the 
right  thing  to  do. 

Whether  through  innovative  pulp- 
bleaching  technology,  investments  in 
greater  recycling  capacity  or  forest 
stewardship,  at  Union  Camp  we  see 
environmental  investments  as  ways  to 
gain  competitive  advantage  that  will 
reward  shareholders  and  provide  a 
cleaner  environment  for  our  children. 
This  environmental  ethic  lives  in  our 
people  as  well  as  in  our  corporate 
policies. 

R.  Eugene  Cartledge 

Chairman  and  CEO 
Union  Camp  Corporation 


academia,  environmental  groups  and 
the  public  must  build  and  maintain 
new,  stronger,  more  imaginative  part- 
nerships. Says  D.  James  Baker,  Under 
secretary  of  Commerce  for  Oceans  an< 
Atmosphere,  and  Administrator, 
National  Oceanic  and  Atmospheres 
Administration:  "The  Clinton  Admin- 
istration and  Commerce  Secretary  Roj 
Brown  are  committed  to  building  the 
necessary  partnerships  to  accomplish 
both  coastal  economic  development 
and  natural  resource  conservation. 
NOAA,  as  part  of  the  Department  of 
Commerce,  is  working  with  other  fed( 
al  agencies,  state  and  local  govern- 
ments, industry  and  academic  institu- 
tions such  as  the  University  at  Stony 
Brook's  Marine  Sciences  Research 
Center  to  ensure  the  sustainable  dev€ 
opment  of  our  nation's  coasts." 

To  reduce  the  individual  and  aggil 
gate  burdens  we  place  on  our  environ 
ment,  the  active  involvement  of  all 
stakeholders  is  crucial  in  the  creationi 
of  a  sustainable  future  for  our  world'; 
coastal  oceans. 
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Some  Arguments  For  Nuclear  Energy 
Are  Samller  Than  Others. 


-  )uncl  the  nuclear  electric  plant  on  Florida's 
tchinson  Island,  endangered  wildlife 
I'e  a  safe  haven.  The  baby  sea  turtles 
tching  on  nearby  beaches  are  more 
(  dence  of  the  truth  about  nuclear  energy: 
1  )eacefully  coexists  with  the  environment. 


America's  109  operating  nuclear  plants 
don't  pollute  the  air,  because  they  don't 
burn  anything  to  generate  electricity.  Nor  do 
they  eat  up  valuable  natural  resources  such 
as  oil  and  natural  gas. 

Still,  more  plants  are  needed— to  help 


satisfy  the  nation's  growing  need  for  elec- 
tricity without  sacrificing  the  quality  of  our 
environment.  For  a  free  booklet  on  nuclear 
energy,  write  to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  TR90, 
Washington,  D.C.  20035. 


Nuclear  Energy  Means  Cleaner  Air. 


USCEA 
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People  who  have  fought  poverty  in  Latin  American 
cities  by  helping  small  businesses  get  started 
are  bringing  the  idea  home  to  the  U.S. 

The 

micirolenders 


By  Michael  Schuman 

HERE'S  AN  ENCOURAGING  little  stoiy: 
After  graduating  from  Rhode  Island 
School  of  Design  in  1990,  llira  Stein- 
man  got  a  part-time  job  doing  admin- 
istrative work.  She  went  out  shopping 
one  day  wearing  a  hat  she  had  stitched 
together  from  some  scraps  of  fabric. 
The  owner  of  a  clothing  boutique 
noticed  the  hat  and  asked  Steinman  to 
make  four  more  for  her. 

Suddenly,  Steinman  was  in  the  mil- 
linery business.  But  she  couldn't  eat 
veiy  well  on  orders  for  four  hats.  Her 
business  was  expanding,  but  her  sales 
income  barely  covered  costs  because 


she  didn't  have  enough  money  to  buy 
fabric  in  volume. 

Then  Steinman  heard  about  Work- 
ing Capital,  a  nonprofit  organization 
based  in  Cambridge,  Mass.  Working 
Capital  lent  her  $500,  which  she  used 
to  buy  fabric  wholesale.  Thanks  to 
that  loan,  says  Steinman,  her  Uno 
Solo  millinery  company  now  has  a 
credit  line  with  a  fabric  wholesaler, 
produces  over  100  hats  a  week  and 
employs  three  part-time  workers. 
Steinman  pulls  in  $600  a  week. 

Working  Capital.^  It's  one  of  at  least 
200     "microlenders"     that  have 


sprouted  across  the  country  over  th 
last  three  years  to  lend  bits  of  mor 
ey — usually  between  $500  an 
$1,500 — to  very  small,  strugglin 
entrepreneurs. 

The  microlenders  have  been  stan 
ed,  in  most  cases,  by  former  soci; 
workers  and  community  develof 
ment  types  who  concluded  that  mai 
ing  small  business  loans  is  a  far  bett( 
way  to  help  people  and  neighboi 
hoods  help  themselves  than  ladlim 
out  welfare  payments.  Jeffrey  Ashe 
who  started  Working  Capital  in  199( 
is  typical.  "I  was  wandering  aroun 
Mexico  in  the  early  1960s,"  he  recall 
"and  I  was  amazed  at  the  types 
things  people  would  do  to  make 
living,  without  any  help  at  all.  I  hope 
then  I  could  find  a  way  to  help  them. 

In  1974  Ashe  hooked  up  with 
nonprofit  group  in  Cambridge,  Mas 
called  Accion  International  (Forbe 
Nov.  30,  1987).  At  the  time  Accio 
was  specializing  in  community  devei 
opment  in  Latin  America  and  had  jul 
started  experimenting  with  makin 
small  loans  to  the  entrepreneurs 
what  Peruvian  writer/economi. 
Hernando  de  Soto  calls  the  informi 
economy. 

And  he  was  fascinated.  Microlenc 


llira  Steinman 
with  a  sampling 
of  her  hats 
One  $500  loan 
put  $600  a  week 
in  her  pocket. 
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1993 


The  Movado  La  Nouvelle  Watch. 
Dramatically  curved.  New  design 
echoing  the  past;  technology 
forshadowing  the  future. 
In  18  karat  gold  micron  finish. 
Quartz.  Water  resistant. 


1912 


The  Movado  Polyplan  Watch. 
A  revolutionary  design;  case 
curved  to  fit  the  wrist;  movement 
constructed  to  fit  the  case.  One 
of  the  most  sought  after  collectible 
watches  in  the  world  today. 


La  Nouvelle 
$695 


MOVADQ 

The  Museum^Watch. 


NORDSTROM 


Microlending 

ing,  he  saw,  capitalized  on  people's 
own  initiative  and,  with  any  luck, 
created  lasting  sources  of  income.  Af- 
ter helping  Accion  make  microloans 
in  Latin  America  for  11  years,  Ashe 
wanted  to  bring  the  concept  to  poor 
neighborhoods  in  the  U.S.,  where 
years  of  welfare  statism  have  created 
povert)'  similar  in  many  ways  to  what 
one  finds  in  sprawling  Latin  American 
cities.  "Tiny  businesses  here  [in  the 
U.S.]  have  the  same  problems  infor- 
mal businesses  have  anyM'here  else  in 
the  workl,"  says  Ashe,  who  has  made 
684  loans  totaling  $450,000. 


was  no  support  system  for  these  entre- 
preneurs," says  Severens.  Instead,  lo- 
cal development  officials  were  trying 
to  lure  big  manufacturers  to  increase 
employment.  Severens  believed  such 
large-scale  programs  were  >Vorthless 
for  small  rural  communities. 

In  1989  Severens  got  a  call  from  a 
foundation,  asking  him  to  join  an 
experimental  microlending  program. 
He  and  a  partner  spent  six  months 
researching  and  visiting  other  micro- 
lenders.  They  formed  REAP  in  1990. 

Nadine  Beran,  59,  is  one  of  reap's 
borrowers.  The  wife  of  a  farmer,  she 


Dale  Pettit  and  his  product:  a  solar-powered  water  pump 
A  home-based  business  that  doesn't  interest  bankers. 


Eugene  Severens,  founder  of 
Walthill,  Nebr.'s  Rural  Enterprise  As- 
sistance Project  (reap),  is  another  mi- 
crolender.  Severens  graduated  from 
West  Virginia  University's  law  school 
in  1978  and  returned  home  to  Ne- 
braska with  the  idea  of  helping  strug- 
gling farmers.  In  the  late  1980s  he 
read  an  article  about  microlending 
programs  in  the  Third  World  and,  like 
Ashe,  thought  that  this  method  could 
be  copied  in  Nebraska  to  provide  the 
financial  support  rural  farmer/entre- 
preneurs needed. 

"•Self-employment  was  the  perva- 
sive form  of  job  creation,  but  there 


ams  Doc's  Wildfruit  Jellies  out  of  her 
kitchen  in  rural  Howells,  Nebr.  Her 
idea  was  to  market  her  jams,  jellies  and 
dried  flowers  to  bring  in  some  extra 
cash.  "We  had  too  much  debt  on  the 
farm,  and  we  needed  to  look  to  sup- 
plemental income  just  to  get  by,"  she 
says.  Last  year  she  borrowed  $1,000 
from  REAP.  She  used  the  money  to  lay 
in  commercial  quantities  of  sugar, 
pectin  and  jelly  jars.  Beran  says  the 
loan  helped  her  double  her  income 
from  the  business,  to  $10,000  a  year. 

"I  can  think  of  at  least  50  or  60 
businesses  people  run  out  of  their 
homes   right   here   in  McPherson 


County,"  says  Dale  Pettit,  47,  a  Ivj 
braska  rancher  who  assembles  sol 
powered  water  pumping  systems 
his  garage.  "But  no  banks  aroui 
here  would  ever  consider  lending 
these  businesses.  Those  bankers  ji 
don't  understand." 

What  the  bankers  do  understar 
of  course,  is  that  microlending  gem 
ates  microprofits.  Working  Capita 
Jerry  Ashe  borrows  his  capital  fro 
commercial  banks  and  relends  it  to  1 
small  borrowers  at  a  spread  of  abo 
five  percentage  points  over  his  cost 
capital.  This  year  Ashe  will  ma 
about  375  loans,  but  suppose 
made  1,000  loans  a  year,  of  $1,C 
each.  On  that  volume,  his  lendii 
spread  would  generate  gross  revenu 
of  just  $50,000 — hardly  enough 
put  a  dent  in  Working  Capital's  ann 
al  operating  budget  of  $400,00 
Ashe  finances  his  overhead  with  p 
vate  donations.  Most  microlendt 
depend  on  grant  money,  usually  froi 
prix'ate  foundations,  for  the  moni 
they  lend  as  well  as  for  their  overhea 

But  say  this  for  microlending:  Tl 
borrowers  usually  repay.  Accordiii 
to  a  recent  study  of  microlending  I 
Washington,  D.C. -based  Aspen  Ins: 
tute,  the  rate  of  defaults  on  micr 
loans  is  surprisingly  small.  One  re 
son:  Microlenders  often  use  pe 
pressure  to  ensure  repayment.  Wor 
ing  Capital,  for  example,  has  its  be 
rowers  form  "business  loan  group: 
of  four  to  ten  people.  The  groii 
members  act  as  informal  advisers 
one  another,  and  approve  one  anot 
er's  loans.  But  there's  a  catch:  Wor 
ing  Capital  will  not  lend  to  any  mer 
ber  of  a  group  unless  every  member 
current  on  his  loan.  The  group  is  al 
responsible  for  paying  Working  Cap 
tal  back  on  delinquent  loans.  Wor 
ing  Capital  has  a  2%  default  rate. 

But  as  much  as  it's  an  interestir 
business,  microlending  is  best  seen 
a  promising  form  of  social  activisi 
The  median  sales  and  income 
Working  Capital's  clients  increased  1 
40%  and  25%,  respectively,  since  thi 
became  im'olveti  in  the  program,  ai 
the  number  of  these  tiny  business 
that  have  hired  additional  employe 
has  increased  75%. 

"We're  not  robbing  from  the  rie 
and  giving  to  the  poor,"  says  Workir 
Capital's  Jeff  Ashe.  "We're  creatir 
capitalists." 
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ranee  has  never  been 
so  close  to  home. 


wm  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  he  the  over-stuffed  chairs. 
Maybe  it's  the  tmffleyou  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  awa\ 
from  yours.  Just  ask  your 
travel  agent  or  call  ^^^^  .  .-ry 

1-800-SOFITEL. 


AI&T 

ln-RcK)m 

lx)ng 

Distance 

■Service 


We  re  proud  lo  offer  AT&T  In-room 
Long  Distance  Service  for  your  AT&T 
Calling  Card,  AT&T  Universal  Card 
and  operator  assisted  calls 


Hotel  Sofitel  ACCOK^ 


Mt'lping  you  along  the  way 


LOS  ANGELES 


NORTH  America 

MIAMI      •      MINNEAPOLIS      •      SAN  f  RANCISCO  BAV 


WASHINGTON  D  C. 
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With  law  enforcement  officials  doing  virtually  nothing 
businesses  are  being  forced  to  try  to  crack  the  $200 
billion  counterfeit  goods  racket  all  by  themselves. 

Seller  beware 


By  Joshua  Levine  and  Nancy  Rotenier 


California  prixatk  investigator 
Bill  Ellis  has  a  la\()rite  tool  in  his 
ceaseless  struggle  to  intercept  manu- 
facturers and  sellers  of  counterfeit  re- 
tail merchandise:  the  citizen's  arrest. 
Counterfeiting  merchandise  has  been 
a  crime  in  California  since  1984,  but 
that's  not  much  help  to  Ellis.  "The 
police  don't  arrest  anybody,"  he  says. 

Recently,  a  raid  was  scheduled  on 
street  vendors  selling  counterfeit 
Chanel  and  Louis  Vuitton  handbags 
on  Santee  Alley  in  Venice  Beach, 
Calif  At  the  last  minute,  the  raid  was 
canceled.  The  police  lieutenant  in 
charge  of  the  operation  decided  he 
was  obligated  to  send  "cease  and 
desist"  letters  to  the  bad  guys  before 
arresting  them.  He  wasn't.  Santee 
Alley  still  thrives,  and  Ellis  continues 
to  sen'e  clients  like  Chanel,  Micro- 
soft, Ralph  Lauren  and  Rolex  by  tak- 


ing matters  into  his  own  hands. 

That's  the  wa}'  it  is  in  the  battle 
against  counterfeit  merchandise — a 
$200  billion  enterprise  worldwide 
and  growing  faster  than  many  of  the 
industries  it's  preying  on.  If  the  cops 
don't  care,  it's  for  a  reason:  Counter- 
feiting is  largely  viewed  as  a  v  ictimless 
crime — after  all,  the  victims  are  busi- 
nesses, and  businesses  don't  vote. 

Lawyer  Harley  Lewin  chases  coun- 
terfeiters around  the  world  for  clients 
like  Timberland,  Seagram  and  Cater- 
pillar. Lewin's  Aunt  Carol  knows  a 
spot  in  Miami  where  you  can  buy  fake 
designer  handbags.  Lewin  wants  to 
know  where,  but  Aunt  Carol  isn't 
talking.  She  wants  to  keep  shopping 
there.  And  it's  not  just  Aunt  Carol. 
"Even  some  judges  don't  consider 
counterfeiting  a  crime,"  gripes 
Lewin.  At  least  they  don't  punish  it 


Anthony  Keats, 

anticounterfeiting 

attorney 

A  wall  of 

seizures. 


that  way.  Not  only  was  one  Los  Aiij 
les  apparel  counterfeiter  quickly 
leased  by  a  municipal  court  judge,  t 
his  counterfeiting  machinery'  was  a 
returned  to  him. 

Lake  automotive  parts  purp()rte( 
made  in  Detroit  cost  U.S.  automak 
and  suppliers  $12  billion  a  year  in  h 
revenues  woHdwide.  The  U.S.  ai 
industry  says  it  would  employ  anotl 
210,000  people  if  it  could  manage 
put  phony  parts  suppliers  out  of  bi 
ness.  The  cheaters  employ  facte 
workers,  too,  but  about  half  the  coi 
terfeiting  factories  lie  abroad.  "Cot 
terfeiting  has  become  a  priority 
Customs  only  in  the  last  three  yean 
says  John  Atwood,  chief  of  intelleci 
al  property  rights  at  U.S.  Customs 

Some  priorit)'.  Customs  institui 
a  hot  line  for  tips  and  reports 
counterfeit  merchandise:  1-800-1 
l-AKH.  But  the  line  gets  only  20  call 
month.  Which  helps  explain  why  Ci 
toms  manages  to  seize  but  a  pal 
$40  million  or  so  worth  of  coimteri 
goods  a  year.  "We're  losing  this  b 
tie,"  says  David  Sharp,  director 
qualit)'  assurance  for  Mechan 
Choice,  a  maintenance  supply  firm 

Imported  fasteners — nuts,  bq 
and  screws — make  up  87%  of  the 
billion  U.S.  market.  Evidence  p 
sented  to  a  recent  Senate  subcomnj 
tee  hearing  showed  62%  of  all  tast< 
ers  hax'e  either  fabricated  brand  nani 
or  illegitimate  grade  stamps.  A  19 
report  by  the  General  Accounti 
Office  found  at  least  72  of  the  coij 
try's  113  nuclear  power  plants  n 
installed  nonconforming  lastenq 
some  in  systems  to  shut  down  tj 
reactor  in  case  of  a  nuclear  accidenj 

The  problem  is  getting  worse,  s| 
the  GAO,  and  the  government  isl 
doing  much  to  stop  it:  "Althoui 
nonconforming  products  are  wi(j 
spread  throughout  the  governmel 
consolidated  data  do  not  exist  to  h< 
prev  ent  the  purchase  of  these  pre 
ucts.  Also,  the  magnitude  of  tlie  prcj 
lem,  cost  to  taxpayers  or  potent 
dangers  resulting  from  using  su 
products  are  unknown." 

Which  leaves  victimized  com| 
nies — from  industrial  supply  firms 
luxun'  goods  manufacturers — larg 
on  their  own.  Eor  the  affected  conn 
nies,  it's  a  huge  drain  on  sales  a| 
requires  increasing  amounts  of  corp 
rate  monev  and  energv'  to  comb 
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Isn't  it  nice  to  know 
at  least  one  thing  will 
go  smoothly  today? 


ADVERTISEMENT 


-barker 


Partnerships  In 
Engineering  Teciinoiogy 

l\irkcr  lliiniiinii  Keeps  loro"^  on  the  (liitlin^  l'](l^e  —  liiierally! 


With  its  long  plush  fairways  and  wide  open  vistas,  a  golf 
course  might  seem  like  nature's  triumph.  But  look  closer 
and  you  will  discover  it's  a  combination  of  science  and 
technology  that  delivers  the  delicate  balance  of  beauty  and 
challenge  golfers  covet. 

On  greens  and  fairways,  a  veritable  army  of  machines 
does  the  bulk  of  the  pruning  and  primping.  The  greens  are 
cut  to  as  low  as  one-eighth  of  an  inch,  and  fairways  cut  at 
half  an  inch  or  lower  are  not  uncommon.  Even  the  roughs 


are  maintained  to  exacting  standards  —  standards  that  are 
met  day  in  and  day  out  on  some  of  America's  most  beauti- 
ful golf  courses  with  equipment  from  Toro. 

Nearly  two-thirds  of  Toro's  Commercial  Products 
Division's  sales  last  year  came  from  golf  equipment.  It's 
a  notable  accomplishment  because  greens  keepers  are 
some  of  the  most  demanding  customers  in  the  world. 

One  Toro  key  to  success  is  Parker  Hannifin.  By 
relying  on  Parker  technology  and  products,  Toro  is  able 
to  manufacture  advanced,  dependable  and  rugged 
equipment  that  exceeds  even  the  exacting  standards  of 
these  customers. 

Take,  for  instance,  Toro's  revolutionary  HydroJect 
3000.  When  introduced,  this  remarkable  piece  of  equip- 


ment didn't  just  enhance  performance,  it  advanced  the  sci 
ence  of  turf  aeration.  Instead  of  using  hollow  tines  to  pull 
plugs  of  soil  out,  the  HydroJect  penetrates  the  ground  u 
to  20  inches  using  high-pressure  water  jets.  Because  th 
water  is  less  invasive  than  tines,  there  are  no  residua 
plugs  of  dirt  left  on  the  green.  The  savings  in  time  and  laboi 
for  greens  keepers  have  been  dramatic. 

Or  consider  Toro's  new  Reelmaster  4500-D.  Thi 
five-plex  all-hydraulic  mower  is  a  masterful  combinatio 
of  Toro  design  and  Parker  technology 
One  of  its  advancements  is  a  new  plan 
etary-traction  gear-drive  system  thall 
takes  the  strain  off  the  hydraulic  motor 
In  addition,  each  of  its  five  cutting  unitffl 
is  balanced  and  floats  freely  in  an^ 
direction  on  a  durable,  truck-style  uni 
versal  joint  with  needle  bearings.  Tcj 
assure  Reelmaster's  minimal  downtime 
the  hydraulic  hoses  have  been  replacec 
with  tough  steel  lines  where  possible 
and  each  connection  is  protected  agains 
leaking  with  advanced  0-rings. 

These  are  just  a  few  of  the  improve 
ments  Toro  and  Parker  put  to  work  or 
golf  courses  around  the  world.  Man^ 
customers  don't  necessarily  understanc 
all  of  the  technological  support  behinc 
the  Toro  line.  However,  they  prize  the 
power  and  performance  it  deliversi 
appreciate  how  easy  Toro  equipment  is  to  maintain,  anc 
understand  how  Toro's  performance  and  reliability  paj 
big  dividends. 

With  more  than  800  product  lines  for  hydraulic,  pneui 
matic  and  electromechanical  applications,  Parker  Hannifin 
is  providing  vital  technologies  in  some  1 ,200  industrial  and 
aerospace  markets.  Parker  operates  some  200  manufaof 
turing  plants  and  administrative  offices  around  the  woric 
and  supports  more  than  4,500  distributors  who  serve  mor« 
than  258,000  customers  in  every  comer  of  the  world. 

It  is  this  breadth  of  global  expertise,  along  with  its 
cutting-edge  technologies,  that  has  made  Parker  th6 
partner  of  choice  for  Toro  as  well  as  many  other  world 
class  manufacturers.  i 


le 

ipai 
ilii 
iH 
P; 


Parker  and  Toro.. .  at  the  top  of  turf  care 


I  -hing  the  lop  has  never  been  easy, 
le  visionary  CEO  of  Toro,  Ken 

1  :"ose  has  successfully  led  his 
pany  to  the  top  of  turf  care.  And  he 
t  with  the  help  of  Parker's  state-of- 
u  t  vital  technologies, 
n  and  his  team  have  introduced  an 
,  of  innovative  new  products.  Toro 
LTs,  aerators,  and  irrigation  systems 

1  be  seen  beautifying  and  improving 
courses  the  world  over.  And  Parker, 
cader  in  motion-control,  has  been 
ic  course  with  Toro  every  step  of 
vay,  providing  a  variety  of  advanced 


and  reliable  fluid  connector  equipment. 

Golf  course  owners  typically  look  for 
quicker,  cleaner  procedures  to  help 
them  run  their  facilities  cost-effectively 
and  make  them  more  playable — part- 
icularly these  days  when  the  pace  of 
building  new  courses  is  not  keeping  up 
with  exploding  demand.  Those  who 
own  Toro  equipment  avoid  costly  shut- 
downs, the  loss  of  greens  fees,  and 
unhappy  members.  That's  why  Toro  and 
Parker  will  continue  to  be  a  winning 
team  on  premier  courses  around  the 
world  for  years  to  come. 


As  the  multi-billion-dollar  leader  in 
the  manufacture  of  components  for  the 
control  of  motion,  Parker  consistently 
delivers  the  high  level  of  support  and 
service  needed  to  keep  partnerships  like 
Toro's  as  strong  and  healthy  as  the 
courses  they  improve. 

For  a  copy  of  Parker's  Annual  Report, 
write:  Parker  Hannifin  Corporation, 
Dept.  FB-22,  17325  Euclid  Avenue, 
Cleveland,  Ohio  44112-1290.  For 
product  information,  call 
1-800-C-PARKER  (1-800-272-7537). 


A  partnership  in  vital  teci^nologies 
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I  registered  Iradcmark  of  the  TORO  Company." 


Counterfeiting 


Raiding  a  fake- 
handbag  factory 
Once  the  loot  is 
seized,  most  of  1 
criminals  get  ofl 
with  a  slap  on  tq 
wrist  and  are 
quickly  back  in 
business. 


This  year  Hermes,  the  chic  clothing 
accessories  vendor,  is  spending  $6.5 
million  on  anticounterfeiting,  1.5%  of 
its  1992  revenues  of  $430  million. 
That's  almost  quadruple  what  it  spent 
three  years  ago.  And  even  that  isn't 
enough,  says  Patrick  Thomas,  Her- 
mes' managing  director.  "For  us,  it's 
like  the  Vietnam  War,"  he  sighs.  "You 
never  know  where  the  enemy  is." 

There's  a  booming  business  in 
high-tech  packaging  to  identify  the 
real  thing  and  foil  imitators.  Caterpil- 
lar uses  an  expensive  photographic 
technique  that  disguises  the  genuine 
label  on  its  packaging  for  replacement 
parts.  The  label  can  be  deciphered 
only  when  viewed  through  a  special 
lens.  Avery  Dennison  Corp.,  the  com- 
pany that  supplies  the  sophisticated 
labeling,  says  its  anticounterfeit  busi- 
ness has  doubled  in  the  past  five  years, 
and  is  expected  to  double  again  over 
the  next  five. 

General  Motors  is  experimenting 
with  hidden  markings  and  holograms 
on  all  its  packaging  and  parts.  But 
whoops!  "The  bad  guys  have  gotten 
pretty  good  at  duplicating  holo- 


grams," says  Charles  Herrmann,  a 
marketing  manager  at  Avery. 

Corporate  victims  fall  into  several 
categories.  Companies  with  classy 
brands  that  command  a  hefty  image 
premium  are  one  group.  Among  the 
afflicted:  watchmakers  like  Rolex  and 
Tag  Heuer;  French  and  Italian  luxury 
goods  makers  like  Cartier,  Hermes 
and  Ferragamo;  and  footwear  makers 
like  Timberland,  Reebok  and  Nike. 

Next  are  manufacturers  who  at- 
tempt to  recover  the  huge  fixed  costs 
of  a  product  line  with  high  prices  on 
replacement  parts  sold  to  a  largely 
captive  audience.  Counterfeiters  have 
a  field  day,  since  buyers  don't  see 
themselves  as  victims.  "There's  no 
guarantee  you  won't  get  a  counterfeit 
GM  automotive  part,  even  from  your 
dealer,"  says  Rod  Kinghorn,  who 
heads  up  General  Motors'  anticoun- 
terfeit investigations  unit. 

The  third  and  probably  largest  cat- 
egory of  counterfeiting  targets  is 
companies  whose  goods  consist  of 
one  part  manufacturing  cost  to  ten 
parts  intellectual  content.  You  spend 
$200  million  to  cievelop  a  spreadsheet 


program — or  $500  million  to  invc 
and  test  an  ulcer  drug — but  next 
nothing  to  make  copies  of  the  pre 
uct.  It  may  be  simple  to  make  an  ul 
pill  with  the  same  color  and  markiil 
as  the  original.  It  may  or  may  not 
simple  to  make  the  pill  with  the  sa 
active  ingredient  and  absorption  n 
Depending  on  what  kind  of  cheat 
is  going  on,  the  counterfeiter  may 
endangering  not  just  the  manufact 
er's  R&D  budget  but  the  patient's 
as  well.  In  a  1988  report,  the  t 
International  Trade  Commission 
timated  worldwide  lost  sales  of  L 
companies  from  counterfeit  pharr 
ceuticals  at  $2  billion.  It's  more  ! 
$5  billion  today. 

No  matter  how  much  energy  ccj 
panics  invest  to  foil  counterfeit^ 
don't  expect  the  status  quo  to  chat 
anytime  soon.  There's  simply 
much  money  in  fakery.  An  airpi; 
engine  bolt,  for  instance,  can  cost 
to  manufacture,  but  $200  or  mori 
test  and  document.  A  counterfe 
who  fakes  the  documentation, 
most  do,  makes  a  killing.  That's 
victimless  crime. 
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Guaranteed  to  make  a  deep  impression 


Omega  Seamaster  Professional. 
Steel  men's  automatic  chronometer  with  date. 
Screw-down  crown 
and  helium  escape  valve. 
Water-resistant  to  300  m/1000  ft. 
Pat.  pending. 
Swiss  made  since  1848. 


Liljenquist  &  Beckstead  Jewelers 

The  Galleria  at  Tyson  II,  McLean,  VA  (703)  448-6731 
Montgomery  Mall,  Bethesda,  MD  (301)  469-7575 
Ocean  City,  MD  (410)  524-0979 


a 

OMEGA 

The  sign  of  excellence 

©1993  Omega'a  division  of  £U/£f  (US)  Inc 


HE  VENTILATION  IS 

"^ine,  BUT  we'p  work 

^N  THE  COLD  ZONES 
IN  THE  LOBBY  AND 

or  th  -  facing  rooms. 


ARCHITECTURE  of 
ailding  may  well  be  inspiring.  But 
I  things  beneath  the  surface  that 
our  attention. 

The  performance  of  your  heating, 
tion,  and  air  conditioning  compo- 
The  efficiency  of  your  lighting. 

ijfectiveness  of  your  fire  protection 

|ilding  security  systems. 

jit's  not  that  we  don't  admire  the 
proportions  of  a  well-designed 
ire.  We've  simply  learned  over  the 
hat  the  way  a  building  works  is 


more  important  to  people  than  the  way 
It  looks.  That  nearly  any  building,  with 
the  right  kind  of  attention,  can  become  a 
comfortable  and  productive  environment. 

Which  is  why  we  work  to  improve 
the  total  operation  of  your  building  sys- 
tems. {Which  can,  incidentally,  result 
in  significant  cost  savings  over  the  life 
of  your  building.) 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment. 


since  the  costs  of  improving  the  efficiency 
of  the  mechanical,  electrical,  and  lighting 
systems  within  your  facility  can  often  be 
paid  for  by  the  savings  in  energy  usage. 
We  can  even  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we  know 
that  a  building  is  much  more  than  bricks, 
steel,  or  even  stone  columns. 

That's  why  we're  fully  committed 
to  improving  life  in  the  great  indoors. 

JQHNSON 

contrIls 


In  Thailand  it  can  take  four  years  to  get  a  telephone 
from  the  government's  telecommunications  monopoly. 
Small  wonder  cellular  entrepreneurs  like  former 
policeman  Thaksin  Shinawatra  are  cleaning  up.  . 

^^Connections  are 


important^' 


By  Andrew  Tanzer 

IT'S  A  SULTRY  September  morning  in 
Bangkok  and  44-year-old  Thaksin 
Shinawatra  is  relating  the  kind  of  life 
ston'  that  would  catch  the  attention 
of  Somerset  Maugham.  Atop  his  still 
unfinished  30-stoPy'  headc]uarters 
building  in  downtown  Bangkok,  die 
young  Sino-Thai  entrepreneur  ex- 
plains how  he  earned  a  doctorate  in 
criminal  justice  from  Sam  Houston 
State  University'  in  Huntsville,  Tex. 
(class  of '78),  and  then  rose  from  the 
officer  ranks  of  the  Thai  national  po- 
lice to  become  the  chairman  of 
Shinawatra  Computer  &  Commiuii- 
cations  Group. 

With  valuable  concessions  in  cellu- 
lar telephones,  radio  paging,  sub- 
scription television,  data  communica- 
tions, telephone  directory  and  satel- 
lite communications,  the  Shinawatra 
Group  will  earn  around  $80  million 
on  sales  of  $400  million  this  year. 
Already  Thaksin  (Thais  are  called  by 
their  first  names)  has  emerged  as  an- 
other radio  wave  billionaire. 

Thaksin  is  a  fourth-generation  Thai 
who  knows  how  the  system  in  Bang- 
kok works  from  the  inside.  His  family, 
originally  from  China,  is  prominent  in 
the  northern  Thai  city  of  Chiang  Mai, 
where  his  grandfather  founded  what 
is  still  one  of  Thailanci's  largest  silk 
producers.  His  prosperous  business- 
man father  was  a  member  of  parlia- 
ment. Thaksin  wanted  to  be  a  scien- 
tist, but  his  family  sent  him  to  a 
Bangkok  police  officer  cadet  acade- 
my, where  many  of  the  country's  elite 
train.  He  was  commissioned  as  an 
officer  in  the  Royal  Thai  Police  De- 
partment in  1973,  before  pursuing  bis 


doctoral  studies  in  Huntsville. 

In  1983  Thaksin  saw  his  first  op- 
portunitv  to  make  money.  He  was  at 
that  dme  deputy  head  of  the  police 
department's  computer  center.  There 
was  a  dispute  between  IBM,  which 
wanted  its  computer  leases  fixed  in 
U.S.  dollars,  and  the  Thai  govern- 
ment, which  wanted  contracts  de- 
nominated in  Thai  baht.  Neither  side 
wanted  the  currency  risk,  so  Thaksin 
stepped  in  to  shoulder  it.  Borrowing 
money  from  his  family  and  banks,  he 
started  a  forerunner  of  his  family- 
controlled  Shinawatra  Computer  & 
Communications  Co.  Thaksin  then 
bought  the  computers  from  IBM  in 
dollars  and  leased  them  in  baht  to  the 
government. 

Did  Thaksin  Shinawatra's  influ- 
ence at  the  police  department  help 
him  get  the  business?  Thaksin  neither 
denies  nor  exaggerates  the  impor- 
tance of  influence  in  Thailand's  busi- 
ness world.  "'Connections  are  impor- 
tant to  some  extent,"  he  says,  "[but]  I 
understand  the  rules  and  regulations 
well." 

Putting  his  wife,  Potjaman,  in 
charge  of  the  company's  daily  opera- 
tions, Thaksin  kept  his  steady  job  on 
the  police  force  until  December 
1987,  when  he  retired  as  a  lieutenant 
colonel.  At  the  time,  Shinawatra  had 
120  employees  and  was  making 
$300,000  a  year  on  revenues  of  $4 
million.  He  became  a  distributor  for 
AT&T's  equipment  as  well  as  ibm's,  but 
what  he  really  wanted  was  to  build 
steady  revenue  streams.  "I  didn't 
want  just  to  be  a  trader,"  he  explains. 
"I  wanted  to  enter  senaces  for  contin- 


uous revenues  that  would  accumu 
from  year  to  year." 

The  means  of  accomplishing 
arrived  with  the  radio  commun 
tions  revolution,  now  under  way 
tilt  in  Thailand  as  in  most  of  Asia. 

Thaksin  knew  that  cellular  phoi 
and  radio  pagers  would  be  an  en 
mous  success  in  a  countn,'  with 
million  people  and  a  shortage  of  ti 
and  capital  to  develop  a  wire-ba: 
telecommunications  system.  But  h 
could  he  get  the  lucrative  licens 
Thai  law  states  that  ownership 
communications  facilities  is  a  g(we 
ment  monopoly. 

Thaksin  circumvented  the  law 
devising  a  build-transfer-operate  c( 
tract,  or  BTO,  an  increasingly  popt 
form  of  financing  infrastructure  p: 
jects  in  many  developing  countries 
Thailand's  BTO  deals,  a  concessi 
holder  builds  the  system,  transl 
ownership  of  the  assets  to  the  gove 
ment,  but  maintains  the  exclus 
right  to  operate  the  project  for  a  fi> 
period,  during  which  it  shares  re 
nues  with  the  government. 

To  make  sure  he  got  a  cellu 


Shinawatra 
Computer  & 
Communications 
Group  Chairman 
Thaksin 
Shinawatra 
From  a  cop  to  a 
billionaire  wire- 
less entrepre- 
neur in  six  years. 
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cnse  (it  was  awarded  in  1990), 
iciksin  pledged  to  pay  the  govern- 
ent  at  least  13  billion  baht  ($520 
illion  at  current  exchange  rates) 
cr  the  20-year  life  of  die  conces- 
m.  That  was  30%  more  than  the 
gher  of  the  other  two  interested 
rties.  Concession  payments  start  at 
)%  of  total  sales  and  rise  five  points 
oh  five  years,  to  30%  of  revenues  the 
>t  five  years. 

was  nervous  offering  the  govern - 
cnt  so  much  at  that  dme,"  Thaksin 
)\\'  admits.  But  today  the  guarantee 
cms  a  relative  pittance.  He  forecasts 
at  Shinawatra  Group's  publicly 
\dcd  cellular  company,  Advanced 
fc)  Service,  will  pay  the  government 
cr  50  billion  baht  during  those  20 
ars.  He  predicts  Ais  will  nearly  dou- 
c  its  subscriber  base  this  year,  to 
!0,000 — and  increase  it  to  1  million 
the  year  2000 — thanks  to  Thai- 
id's  continuing  economic  boom 
id  the  government's  inability  to  sup- 
s' enough  phone  lines.  Thomas 
ale,  executive  director  of  the  Amer- 
m  Chamber  of  Commerce  in  Thai- 
id,  reports  he  was  just  notified  by 


the  state  telephone  monopoly,  the 
Telephone  Organization  of  Thai- 
land, that  he  is  about  to  get  a  new 
business  line  from  the  state  monopo- 
ly— four  years  aft:er  applying  for  it.  At 
any  given  time,  the  tot  has  at  least  1 
million  applicants  for  phone  lines. 

"Thailand  would  die  without  wire- 
less today,"  says  Steve  Tsitouris,  pres- 
ident of  AT&T  Thailand.  His  mobile 
phone,  hooked  into  Shinawatra's  MS 
cellular  network,  allows  him  to  work 
while  stuck  in  Bangkok's  notorious 
traffic  snarls. 

Warburg  Securities  forecasts  that 
Ais'  net  profits  will  double  this  year,  to 
$36  million,  and  grow  by  nearly  60% 
in  each  of  the  next  two  years.  Like 
Shinawatra  Computer  &  Communi- 
cations, Advanced  Info  Service's  ADRs 
trade  on  the  U.S.  o-t-c  market. 

Another  factor  in  Ais'  likely  growth 
is  that  AIS  uses  an  advanced  900- 
megahertz  cellular  technology,  sup- 
plied by  Finland's  Nokia  and  Swe- 
den's L.M.  Ericsson,  that  provides 
broader  coverage  across  Thailand  and 
clearer  signals  than  the  three  other 
cellular  operators  in  Thailand.  For  its 


technologically  superior  service,  Ais 
charges  subscribers  a  monthly  $20 
service  fee  and  collects  an  average  $42 
a  month  for  airtime — this  is  cheaper 
than  its  main  rival. 

Thaksin  Shinawatra  again  outbid 
competitors  in  1991,  to  win  a  30-year 
government  concession  to  operate 
satellite  communications.  Shinawatra 
Satellite,  to  be  listed  on  the  Bangkok 
stock  market  next  year,  will  launch 
two  12 -transponder  satellites,  one  in 
December  and  one  next  May,  both 
built  by  Hughes  Aircraft  and 
launched  by  Arianespace. 

The  payoff  from  satellites  will  come 
from  allowing  Shinawatra  to  expand 
its  cellular  ancl  especially  its  TV  services 
both  domestically  and  beyond  Thai- 
land's borders  in  Asia.  In  Indochina 
the  group  has  already  won  conces- 
sions for  terrestrial  TV  and  fixed-wire 
telephone  networks  in  Laos  and 
Cambodia. 

At  home,  Thailand's  pay-TV  opera- 
tor, separately  listed  International 
Broadcast  Corp.,  in  which  Shinawatra 
Computer  &  Communications  has  a 
55%  stake,  charges  a  steep  $32-a- 
month  fee  for  its  five-channel  ser\'ice 
(including  news  from  CNN,  sports 
from  ESPN  and  movies  from  HBO).  So 
far  it  has  100,000  subscribers,  mostly 
affluent,  educated  Thais  in  the  Bang- 
kok area  with  monthly  income  over 
$800;  satellites  will  allow  IBC  to  mar- 
ket its  subscription  TV  channels  to  a 
much  larger  national  audience  by  di- 
rect broadcast  satellite. 

Thaksin  Shinawatra  says  Shinawa- 
tra Group  will  grow  tenfold  in  the 
next  five  years,  to  revenues  of  $4 
billion.  "It's  not  just  ambition,"  he 
says.  "It's  the  nature  of  the  businesses 
we're  in." 

But  like  all  true  entrepreneurs, 
Thaksin  Shinawatra  doesn't  do  what 
he  does  just  for  money.  He  recalls  that 
when  he  was  a  student  in  high  school, 
he  was  deeply  inspired  by  a  book 
about  seven  great  inventors  and  scien- 
tists, including  Einstein  and  Newton. 
"1  didn't  have  a  background  in  engi- 
neering or  science,  so  1  became  an 
entrepreneur  and  invested  in  new 
businesses  instead,"  he  says.  "To  be 
an  entrepreneur  you  don't  have  to 
invent  anything:  You  can  learn  by 
traveling  and  seeing  and  by  reading." 
Thus  are  huge  fortunes  being  made  in 
Asia  today.  M 
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The  school-choice  issue  has  turned  traditional 
California  political  groupings  topsy-turvy. 

Reversing  the 
paradigm 


By  Damon  Darlin 

A  CAMPAIGN  to  give  California's  tail- 
ing public  school  system  a  dose  of 
competition  comes  to  judgment  Nov. 
2,  when  the  state's  voters  decide  the 
fate  of  Proposition  174.  Proposition 
174  is  a  simple  ballot  initiative  that 
directs  the  state  to  offer  every  child  a 
voucher  good  for  an  annual  scholar- 
ship of  about  $2,600  for  use  in  any 
pri\'ate  or  parochial  school  in  Califor- 
nia. Almost  anyone  could  form  a 
school  with  25  or  more  students. 

If  approved.  Proposition  174 
would  send  shock  wa\'es  through  Cal- 
ifornia's public  school  sys- 
tem, which  services  5.2  mil- 
lion pupils  at  a  cost  of  $27.7 
billion  a  year.  The  state's 
Legislative  Analyst's  office 
estimates  that  the  plan  will 
initially  take  about  $800 
million  a  year  from  public 
schools,  but  will  ultimately 
save  the  state  up  to  $1  bil- 
lion (in  1993  dollars)  if  a 
third  of  the  students  shift  to 
pri\'ate  voucher  schools. 

Don't  think  this  is  of  in- 
terest only  to  Californians. 
If  it  passes.  Proposition  1 74 
could  spread  radical  educa- 
tion reform  to  the  rest  of 
the  U.S.  in  the  same  way 
that  California's  Proposi- 
tion 13  fueled  the  fight  for 
tax  reform  nationwide. 

Proposition  174  is  de- 
spised by  the  National  Edu- 
cation Association's  local 
chapter,  the  California 
Teachers  Association 
(Forbes,  Oct.  11).  ThecTA 
is  the  main  force  in  a  coali- 
tion that  has  alread}'  col- 
lected more  than  $8.8  mil- 


lion to  fight  the  referendum — about 
12  times  the  money  collected  by 
Proposition  174's  supporters.  The 
pro-voucher  people  have  been  over- 
whelmed by  sophisticated  TV  com- 
mercials from  the  antichoice  groups. 
One  shows  a  concerned  parent  in  her 
living  room  speaking  earnestly  to  the 
camera  about  why  Proposition  1 74  is 
such  a  bad  idea. 

But  what  is  truly  remarkable  about 
this  battle  is  the  degree  to  which  the 
traditional  political  lines  have  been 
blurred  and  even  reversed.  The  pro- 


Ucuuidii  vVrigiit  promoting  Ptop.  i/4  lu  Oakland  community  leaders 
"The  conservatives  are  liberal,  the  liberals  are  conservative." 


choice  forces  have  neoconservai 
Republicans  like  Jack  Kemp  and  V 
liam  Bennett  in  their  corner.  Yet  t 
are  winning  unexpected  support] 
inner-city  neighborhoods. 

One  of  Proposition  174's  most 
cal  proponents  is  Deborah  Wrigh 
42 -year-old  mother  who  believes 
Oakland  public  school  system  fai 
her  son.  She  took  him  out  of  h 
school,  and,  along  with  her  engin 
husband,  taught  him  at  home.  He 
a  high  school  equivalency  degt 
but,  says  Wright:  "My  son  could  h 
been  more  successful.  That's  wht 
get  mad  about."  Wright  spends  m 
days  at  street  fairs,  in  church  ba 
ments  or  outside  community  cent 
handing  out  literature  and  speak 
out  for  Proposition  174. 

"In  this  election,  the  political  pa 
digm  has  been  reversed," 
Wright.  "The  conservatives  are  lib( 
and  the  liberals  are  conservative." 

Why  are  "liberals"  voting  fo: 
"conservative"  initiative.^  Listen 
Laura  Head,  a  professor  of  Black  sti 
ies  at  San  Francisco  State  Univer: 
and  another  prochoice  support 
"Prochoice  support  in  California's 
ner  cities  shouldn't 
surprising,"  says  Head.  J 
notes  that  the  state's  st; 
dardized  reading  test  sco 
rank  California's  fou 
graders  lowest  in  the  i| 
tion,  on  a  par  with  Misi 
sippi's.  Moreover,  violet 
in  the  schools  is  commc 
place — a  Los  Angeles  hi 
school  freshman  was  si 
while  registering  on  t 
first  day. 

"The  school  bo£ 
doesn't  give  a  dami 
grouses  69-year-old  El 
F.  Williams,  a  grandmotl 
from  Los  Angeles'  pc 
South  Central  sectic 
"They've  written  us  of 
Yet  education  is  the  oil 
hope  most  poor  kids  ha 
for  improving  their  lot. 

How  are  the  foes 
Proposition  174  respon 
ing.'  Liberals  like  State  Sc 
ator  Tom  Hayden  aj 
Congressman  Ronald  D( 
lums  support  the  the  an 
Proposition  174  messaj 
which  is  going  to  consen 
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i  WHEN  IT  COMES  TO  MANAGING  AIR  TRAVEL  EXPENSES. 
ONLY  THE  AIR  TRAVEL  CARD  OFFERS  A  NO-COST  APPROACH. 


For  many  businesses  today,  the  cost  of  managing 
ir  travel  expenses  is  often  left  up  in  the  air.  We'd  like  to 
uggest  a  more  down-to-earth  approach. 

The  Air  Travel  Card  Payment  System 

It  has  no  annual  fees,  no  interest 
:harges  and  no  per-card  charges.  Which  means 
ill  you  pay  for  is  air  travel.  And,  because  it's  the 
lirlines'  payment  system,  it's  instantly  recognized 
)y  over  200  airlines  worldwide. 

Plus  it  provides  your  company  with  a  variety 
)f  billing  formats,  management  reports  —  even 


customized  billing.  As  well  as  automatic 
insurance  every  time  you  use  it. 
For  more  information  on  how  to  change 
the  pattern  of  your  air 
travel  costs,  call  800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4225). 

THE  SMARTEST  ROUTE 

Call  Air  Travel  Card  at  8U0-222-46HH  -  m  D.C.  call  202-626-4225 
-  or  see  your  travel  agent  or  airline  representative. 


Tucked  in  the  heart  rif  the  financial  district. 


Meetings  over  afternoon  tea. 


A  staff  that  knows  you  by  name. 


Call  1-800-233-1234  or  your  travel  planner. 


Refreshment 
for  the  mind. 

A  place  to  sharpen 
your  senses. 

The  tranquility 
of  the  perfect  setting. 


PARK 


SAN  FRANCISCO 


Small.  Select.  Inspired. 


Hyatt  Hotels  and  Resorts  <ire  ni<]n,it;('il  or  opt- rated  bv  two  sep.irate  f^roups  ot  companies-Hyatt  Corp  and  Hyatt  Interriational  Corp,  ©  199  i  Hyatt  Corp 


OWNERSHIP  IN  AMERICAN  INDUSTRY 


LEXINGTON 
CORPORATE  LE 
TRUST  FUND 


IP*- 


The  Trust  seeks  long  term  capital  growth  and  income 
through  investment  in  an  equal  number  of  shares  of  a  fixed 
list  of  American  blue  chip  corporations. 

■  No  Load  ■  Created  in  1935  ■  Blue  Chip  Stocks 

■  Free  Telephone  Exchange  ■  $1,000  Minimum  Investment. 


FOR  YOUR  FREE  INVESTOR  KIT  CALL 

-800-526-0057 

LEXINGTON  FUNDS 
DISTRIBUTOR,  INC.,  Distributor 

The  investor  kit  contains  a  prospectus  with  more  com- 
plete itiformation,  including  expenses,  which  should 
be  read  before  vou  invest  or  send  monev. 


. . .  because  the  first  thing  your  money  should  do  is  last. 


tive  white  voters  in  the  suburbs,  a 
are  enjoying  considerable  succc 
When  Kemp  and  Bennett  stump 
Proposition  174,  they  are  findi 
many  deaf  ears  among  voters  w 
stood  foursquare  with  Ronald  Rea§ 
and  Richard  Nixon.  Even  the  ar 
174  campaign  manager,  Republic 
Rick  Manter,  was  a  top  strategist  w 
the  failed  senate  campaign  of  cons 
vative  Bruce  Herschensohn. 

Why  the  antipathy  toward  Propd 
tion  174  by  suburban  conservativ^ 
Because  the  pro-voucher  side  has  H 
a  hard  time  explaining  the  benefits 
the  proposal  to  many  white  suburbs 


If  passed,  Proposition 
1 74  could  spread  radica 
education  reform  to  the 
rest  of  the  U.S. 


ites.  Those  with  good  schools  want 
preserve  the  status  quo — and  subi 
banites  are  the  ones  who  tend  to  ti 
out  for  ballot  initiatives.  Inner 
minorities  tend  to  stay  home. 

"There  would  be  nothing  bet 
for  us  than  to  increase  turnout  in 
suburbs,"  says  Rick  Ruiz,  spokesrr 
for  "Citizens  Against  174." 

Lack  of  fimding  has  also  hampei 
the  pro-voucher  side.  Annette  M 
liams,  the  Democratic  Wisconsin  st 
representative  who  has  crusaded 
choice  in  Milwaukee  schools,  s 
only  18  people  in  the  audience  a 
Los  Angeles  inner-city  commun 
center,  because  the  event  was  poo 
promoted.  Those  who  heard  her  s 
"We  as  African -Americans  have 
make  sure  our  kids  are  not  shortch; 
ged,"  responded  with  "amen"  a 
"ain't  that  the  truth."  But  the  teac 
ers  unions  command  huge  resourc 
and  ballots  go  to  those  who  can  mi 
ter  the  money  and  the  numbers 

Even  its  most  ardent  support 
privately  admit  that  Proposition  1 
is  probably  doomed.  But  they  are 
giving  up,  and  hope  the  sheer  scale| 
decay  in  California's  public  educati 
system  will  work  for  Proposition  1 
on  voting  day.  As  Terry  Moe,  a  pi 
choice  professor  of  political  science 
Stanford  Universitv',  puts  it:  "If  y 
vote  it  down,  you're  left  with  1 
status  quo.  You'll  still  have  to 
something."  I 
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Some  People  Might  Be  In  TIie  dm  About 
What  US.  Bank  Offers  Ita  Most  Complete  Range 
Of  Processing  And  Operating  Service 


Wll  Shed  A  Lihle  Light  On  IHe  Matter. 


The  Bank  of  New  York  offers  a 
'6  complete  range  of  processing 
operating  services  than  any 
jr  bank.  Thanks  to  our  proven 
innitnnent  to  these  businesses 
vast  technological  resources, 
e's  virtually  no  need  we  can't 
I. 

fThe  fact  is,  we  are  the  world's 
'^epositan/  Receipt  bank, 
;  "iinistering  over  one  half  of  the 
'  Id's  sponsored  ADR  and  GDR 
■^rams. 

:  We're  also  the  world's  #1 

:  ernnnent  Securities  Cleanng 

■  k.  As  such,  we  clear  over  $400 

I  )n  each  day— that's  more  than 

/o  of  all  cleanng. 

What's  more.  The  Bank  of  New 
;  IS  a  world  leader  in  Custody 

:i:keeping  more  than  $1  trillion 

ssets.  We  are  also  a  leader 

iBCurities  Lending,  offer- 

:he  most  complete 


range  of  securities  lending  services. 

We  are  also  Corporate  Trustee 
for  over  half  of  the  nation's  50 
largest  companies.  As  Stock  Transfer 
agent,  we  serve  over  6  million 
shareholders  around  the  world. 

Furthermore,  The  Bank  of  New 
York  is  one  of  America's  top  Cash 
Management  banks.  We  process 
over  $150  billion  in  funds 
transfer  transactions  around 
the  world  even/  day  ser- 
vice customers  in 
more  than  70  coun- 
tries and  have 
active 


relationships  with  over  2,000  corre- 
spondent banks  worldwide. 

For  more  information,  please 
call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Securities  Processing 
services  or  Donald  Monks  at 
(212)  815-3900  regarding  our 
Corporate  Cash  Management 
services. 


THE 
BANKOF 
NEW 
YORK 


World  Leader  In  Processing  And  Operating  Services. 

©1993  The  Bank  of  New  York   An  Equal  Opportunity  Lender 


Business  spends  $9  billion  a  year  on  money  managers 
for  its  pension  funds.  Most  of  the  spending  is  futile. 

Monkey 
business 


By  Dyan  Machan 

William  Fouse,  chairman  of  Mellon  Capital 
Management,  speaks  irreverently  about  pension 
fund  management.  "It's  like  monkeys  trading 
bananas  in  trees,"  he  says.  "The  money  manag- 
ers end  up  with  a  lot  of  the  bananas." 

About  $9  billion  worth  of  bananas.  That's  the 
amount  U.S.  business  spends  eveiy  year  on 
money  managers  who  manage  the  money  put 
away  for  the  employees'  pensions.  Since  the 
money  managers  do  not  themselves  produce 
bananas,  there  is  that  much  less  for  the 
pensioners. 

That's  not  the  way  the  people  at  pension 
fimds  see  things.  They  believe  that  by  hiring  the 
right  money  managers  they  can  beat  the  market 
and  thereby  get  a  better  deal  for  their  company 
and  for  its  employees.  Occasionally  they  do.  For 
the  past  five  years  the  actively  managed  equit)' 
portions  of  the  Ford  Motor  and  AT&T  pension 
funds  have  outperformed  the  s&i'  500  index  by 
modest  margins.  But,  overall,  active  money 
management  is  a  losing  game.  On  an  average 
day  about  half  of  the  trading  on  the  New  York 
Stock  Exchange  is  done  by  pension  fund  manag- 
ers. Thus,  increasingly,  pension  funds  and  other 
institutional  investors  arc  the  market.  By  defini- 
tion, the  market  cannot  beat  the  market. 

So  why  bother  trying?  "I've  asked  myself  that 
question  a  hundred  times,"  says  Robert  Kirby, 
the  unusually  candid  director  of  Capital  Guard- 
ian Trust,  which  handles  S32  billion  in  mainly 
pension  fund  inxestments  .md  has  beaten  the 
average  over  the  last  ten  years.  Kirby  says  he 
hasn't  yet  come  up  with  a  good  answer  to  the 
question. 

One  1992  study  by  the  Bro'  /ki'igs  Institution 
shows  that  the  average  professional  investment 
manager  lagged  the  S&P  500  by  2  .6%  per  year 


(wer  seven  years.  A  good  part  of  this  lag  can  be 
traced  not  to  stupidity  or  incompetence,  but  to 
the  simple  fact  that  trading  stocks  and  hiring 
monev  managers  and  supenising  them  costs 
money.  That's  what  William  Fouse  means  when 
he  says  the  monkeys  eat  too  many  of  the 
bananas. 

And  there  are  probably  far  too  many  mon- 
keys. Says  Capital  Guardian's  Kirby:  "There's 
always  some  guy  out  there  who  knocks  the  cover 
off  the  ball  for  the  last  five  years.  He  waltzes  into 
a  presentation  anel  the  corporate  staff  says, 
'Holy  mackerel,  he's  beat  the  market  by  6% 
annually!'  and  the  guy  gets  hired  to  manage 
their  money." 

Take  Boston's  Batterymarch  Financial  Man- 
agement, which  from  1975-79  beat  the  market 
by  an  average  of  10%.  Pension  funds  were  lining 
up  to  hand  it  money,  and  in  less  than  ten  years, 
its  activelv  managed  equity  assets  swelled  to  $10 
billion  by  1985.^ 

"Then  you  have  what's  statistically  called 
regression  to  the  mean,"  says  Kirby.  In  baseball 
terms  that  means  a  guy  whose  batting  average  is 
.500  may  one  week  produce  a  .700  average,  but 
eventually  that  performance  will  even  out. 
Evening  out  means  he  will  underperform  the 
market  in  sexeral  years. 

Kirby:  "As  soon  as  the  manager  regresses  to 
the  mean,  the  client  fires  that  guy  and  gets  the 
new  guy  who  has  done  6%  over  the  market.  It  is 
so  naive  it's  incredible." 

True  to  Kirby's  words,  Batter)'march's  special 
concentration  in  small-  and  meciium-cap  stocks 
fell  out  of  tavor  in  the  late  1980s.  In  1989, 
returns  were  1 3.2%,  versus  the  s&P  500's  3 1 .5%. 
Panicked  and  disillusioned,  the  funds  left  in 
droves.  Today  Batteiymarch  has  just  $2.6  bil- 
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It  may  look  like  an  ordinary  plant.  But  inside  its 
stems  and  leaves  is  pure,  natural,  biodegradable 
plastic.  How  on  earth  did  it  get  there? 

A  scientist  at  James  Madison  University  in  Harrison- 
burg cloned  a  plastic-producing  gene  that  occurs 
naturally  in  soil  microorganisms.  When  the  gene 


was  inserted  into  the  plant,  biodegradable  pi 
formed  inside  the  plant  cells. 

This  discovery,  applied  to  potato  plants,  c 
lead  to  the  development  of  a  potato  that  com 
plastic  instead  of  starch.  Which  means  in  thej 
too  distant  future,  plastic  could  be  far  cheapf 
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Iimrgmia 
ProducesPlastic. 


than  to  manufacture. 

Lnd  as  miraculous  as  it  all  sounds,  it's  typical 
e  breakthroughs  that  occur  regularly  at  the 
■r  institutions  of  Virginia. 
)ur  84  colleges  and  universities  are  located  all 
s  the  state.  And  as  a  businessperson,  you're 


invited  to  take  full  and  complete  advantage  of  them. 

Through  Virginia's  Center  for  Innovative  Technology, 
you  can  tap  into  the  research  and  development  energies 
of  Virginia's  university  scientists  and  engineers.  More 
than  550  companies  have  done  so  since  1984.  You  can  also 
use  our  campuses  as  employee  training  grounds.  Of  the 
354,000  students  enrolled  in  Virginia  colleges  last  year, 
40%  were  either  taking  job -related  courses  or  pursuing 
degrees  after  work.  And  in  many  cases,  colleges  will 
conduct  classes  right  in  your  office  or  factory. 

There  are  dozens  of  smart  reasons  for  locating  in 
Virginia.  Just  call  or  send  in  the  coupon.  And  join  us. 
After  all,  if  we  can  grow  a  plastic  plant,  we  can 
certainly  grow  yours. 
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Address 
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Zip. 


April  Young,  Director,  Deparrment  of  Economic  Development,  P.O.  Box  798,  Richmond, 
Virginia  23206-0798. 

1'804'371'8202 
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Pension  funds 

lion  under  management.  But  its  per- 
formance record  is  beginning  to  turn 
up  again,  so  the  cycle  continues. 

The  only  real  way  to  win  is  to  break, 
entirely  out  of  the  cycle,  as  General 
Mills  has  done.  Instead  of  firing  the 
stock  picker  who's  d(n\'n  for  the  year, 
General  Mills  gives  him  more  money, 
taking  from  the  top  performer.  This 
approach  requires  courage  on  the  part 
of  the  corporate  client,  but  in  General 
Mills'  case  it  has  produced  one  of  the 
best  long-term  records  for  its  $L8 
billion  fund.  Its  17%  annualized  equi- 
ty' return  ewer  the  15  years  ending  in 
1992  compares  with  15.4%  for  the 
s&P  500,  and  the  fund's  overall  fimd 
return  of  15%  per  year  puts  it  in  the 
top  5%  of  all  pension  funds,  as  mea- 
sured by  SEi  Corp.,  the  consultant. 
"You've  got  to  be  willing  to  buy 
what's  ugly  and  not  care  what  others 
think,"  says  David  Van  Benschoten, 
director  of  General  Mills'  investment 
management.  "Too  many  funds 
chase  what's  trendy." 

After  spending  two  years  talking 
with  money  managers  and  studying 
their  results,  a  pair  of  anthropologists 
came  to  the  not  entirely  surprising 
conclusion  that  the  money  runners 
were  more  concerned  with  keeping 
their  customers  contented  than  with 
beating  the  market.  Professor  William 
O'Barr  of  Duke  University  spent  the 
early  parts  of  his  career  studying  cof- 
fee farmers  in  Tanzania.  John  Conley 
of  the  School  of  Law  at  the  University 
of  North  Carolina  studied  rhesus 
monkeys  in  Puerto  Rico.  Recenth', 
with  the  help  of  a  grant  from  the 
Columbia  Institutional  Investor  Proj- 
ect, they  have  been  stud\'ing  the  peo- 
ple who  manage  pension  funds. 

Don't  laugh.  The  two  anthropolo- 
gists \isircd  nine  pension  sponsors 
with  combined  assets  of  over  $200 
billion.  While  O'Barr  and  Conley 
didn't  know  much  about  finance, 
they  did  know  a  lot  about  social  orga- 
nization, and  what  they  learned  about 
the  pension  fund  business  will  not  be 
reassuring  to  those  executives  who 
think  their  pension  funds  can  beat  the 
market  if  they  can  just  pick  the  right 
geniuses  to  run  the  money,  and  damn 
the  fees! 

"What  was  shocking  is  the  degree 
to  which  economic  decision  making 
had  nothing  to  do  \\  ith  how  they  were 
managing  the  mone\',"  says  Conley. 


What  did  it  have  to  do  with?  Typical 
was  one  unnamed  corporate  fund 
with  $10  billion  in  assets.  It  had  21 
investment  managers  pursuing  all  dif- 
ferent kinds  of  investment  strate- 
gies— low  cap,  high  cap,  aggressive 
growth,  value,  you  name  it.  This  was 
the  hind's  way  of  making  sure  that  no 
matter  which  group  of  stocks  was 
performing  well  at  any  given  time,  it 
would  have  a  piece  of  that  group.  It 
seems  never  to  have  occurred  to  the 
fund's  managers  that  they  could  have 
achiex'ed  the  same  results  at  tar  lower 
cost  by  investing  in  an  index  fund  witli 
low  turnover  and  minimal  fees. 

Or,  if  it  had  occurred  to  them, 
perhaps  they  felt  that  they  could  not 
justif\'  their  own  salaries  if  they  simply 
did  index  in\'esting  and  spent  the  day 
reading  newspapers. 

O'Barr  anci  Conley  wrote  up  their 
findings  in  a  book.  Fortune  and  Folly 
(Business  One  Irwin,  $29.95),  which 
has  yet  to  sell  many  copies.  The  pair 
have  been  accused  of  poor  research 
and  a  hidden  political  agenda,  and  it  is 
true  that  neither  of  the  authors  is 
expert  in  markets  or  finance. 

On  the  other  hand,  it  is  sometimes 
refreshing  to  have  people  from  a  dif- 
ferent culture  look  at  your  own,  and 
this  is  the  value  of  O'Barr  and  Con- 
ley's  anthropological  analysis  of  insti- 
tutional investing. 

As  the  professors  discovered, 
there's  monkey  nature  and  there's 


Too  many 
monkeys  can 
spoil  results. 


human  nature.  It  is  human  nature 
cover  your  behind.  Outside  mor 
managers  can  be  useful  in  this  regai 
If  things  go  wrong,  the  pension  m. 
ager  can  fire  them,  just  as  Stalin  coij 
shoot  his  generals  if  they  lost  a  batt 
And  it  is  certainly  against  human  r 
ture  to  expect  a  pension  executive 
march  into  a  boss'  office  and  s 
"You  should  fire  me  and  my  staff  ai 
buy  an  index  fi.ind." 

Forbes  columnist  David  Dremaij 
not  one  to  advocate  firing  active 
agers  and  replacing  them  with  j 
index  fund — he  runs  an  active  mor 
management  firm.  But  Dreman  ha 
theor\'  why  most  pension  sponsors . 
destined  to  underperform:  "Iiivej 
ment  managers  try  too  hard  to  av( 
any  action  displeasing  to  the  clic 
but  that  avoidance  is  in  conflict  w 
sticking  with  an  investment  pel 
that  is  not  in  vogue  but  which  mig 
ultimately  prove  successftil."  Dren^ 
believes — and  a  great  deal  of  evider 
supports  his  belief — that  an  invesi 
does  better  in  the  long  run  by  limitil 
himself  to  a  tested  method  than  1 
chasing  whatever  happens  to  be  hi 
But  such  discipline  and  self-cop 
dence  do  not  come  naturally  to  vi 
many  pension  plan  sponsors,  nor  t 
monev  managers  the\'  fire. 

Like  General  Mills^  Polaroid's  $] 
billion  pension  fiind  has  been  a  staij 
out  because  its  managers  werei 
afraid  to  stand  apart  from  the  crov 
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Credit  Suisse 

i/e  earned  our  clients'  trust  by  providing  the  services 
)uld  expect  of  an  exclusive  private  bank  -  like  con- 
personal  contact  between  customer  and  advisor, 
dividualised  investme'nt  strategies.  But  Credit  Suisse 


R  I  VAT  E  Banking 

Private  Banking  can  also  draw  on  the  global  intelligence 
capabilities  and  sound  financial  base  of  a  leading  Swiss  full- 
service  bank.  Success  makes  life  easier...  but  also  more 
challenging;  and  we  do  more  to  keep  our  clients  at  the  top. 


Credit  Suisse  Private  Banking 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  ■  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco  •  For  U.S.  call  (212)  238-5100 
Toronto  ■  Montreal  •  Vancouver  •  For  Canada  call  (416)  351-3598 


Pension  funds 

In  1974,  when  indexing  was  brand 
new,  Polaroid  boldly  decided  to  index 
its  entire  stock  holdings.  "It  didn't 
make  sense  to  me  to  Uavc  SO  manag- 
ers, with  manager  No.  18  buying  IBM 
jiid  manager  No.  37  selling  it,  so  that 
all  we  incurred  were  transaction  costs 
and  management  fees,"  says  Philip 
Ruddick,  director  of  Polaroid's  trea- 
sury operations.  Polaroid  has  stuck 
with  its  unconventional  approach  to 
pension  ftmd  management,  spurning 
consultants  and  all  they  sell,  and 
hasn't  regretted  it. 

There  are  plenty  of  people  around 
pressuring  a  fund  manager  to  make 
changes.  There's  the  board  of  direc- 
tors, who  may  fi.iss  if  the  fund  has  a 
couple  of  bad  quarters.  Then  there  are 
consultants,  ever  ready  to  help  the 
pension  manager  pick  his  team  of 
money  managers — for  a  fee. 

The  big  consultants  are  Frank  Rus- 
sell, Wilshire  Associates  and  SEI  Corp. 
Thev  charge  retainers  of  roughly 
$100,000  to  $500,000  a  year  for 
hands  with  assets  over  a  $1  billion. 
The  fees  are  rarely  paid  out  of  a 
corporate  budget  but  through  soft 
dollars — the  consultants  ask  the 
plan's  money  managers  to  direct  their 
trades  though  certain  brokerages, 
who  then  pav  the  consultants  back  in 
dollars.  This  soft-dollar  reimburse- 
ment scheme  in  part  explains  the  con- 
sultants' popularit)',  but  their  priman' 
value  appears  more  in  helping  defend 
the  investment  staff'  from  its  own 
committees. 

Consulting  also  involves  certain 
conflicts  of  interest.  Rarely  do  the 
experts  recommend  indexing — it 
would  put  them  out  of  business  if 
eveiyone  did  it.  Pension  flmds  pay 
consultants  for  objective  advice  on 
which  managers  to  hire,  but  the  same 
consultants  charge  managers  fees  for 
measuring  the  managers'  perfor- 
mance. A  manager  who  doesn't  buy 
the  sendees  is  supposed  to  have  an 
equal  chance  at  getting  a  recommen- 
dation, but  human  nature  is  still  hu- 
man nature.  There  are  plenty  of  sto- 
ries about  managers  who  are  recom- 
mended by  consultants  on  the 
grounds  that  the  managers  pay  the 
consultants  the  biggest  fees. 

Another  potential  conflict:  Many  of 
the  major  consultants,  incluciing 
Frank  Russell,  Wilshire  Associates  and 
Evaluation  Associates,  also  sell  their 
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own  money  management  services,  in 
competition  with  the  managers  they 
measure. 

No  great  surprise,  then,  to  learn 
that  there  is  often  an  inverse  relation- 
ship bervv^een  the  amount  of  time  and 
money  a  company  spends  on  pension 
fund  management  and  the  results  it 
achieves. 

The  New  Jersey  Division  of  Invest- 
ment invests  $45  billion  and  spends  a 
shade  under  $5  million  a  year  on 
managing  the  money.  The  $75  billion 
California  Public  Employees  Retire- 
ment System  spends  $150  million — 
that's  20  cents  per  $100  of  assets  in 
New  Jersey,  versus  1  cent  per  $100  in 
California.  The  California  system,  the 
famous  Calpers,  gets  a  lot  of  fawning 
ink  for  its  role  in  monitoring  manage- 
ment performance,  but  its  own  per- 
formance is  mediocre.  For  all  the  extra 
dollars  spent,  California's  perfor- 
mance lags  New  Jersey's  by  1.5%  a 
year  on  average  over  the  last  five  years. 

Or  contrast  the  pension  plans  of 
two  auto  companies,  GM  and  Ford 
Motor  Co. 

Gordon  Binns,  64,  who  runs  the 
$45  billion  General  Motors  pension 
ftmd,  is  frequently  called  to  Washing- 
ton to  testify  on  pension  matters.  He 
employs  70  money  managers,  has  an 
additional  staff  of  70  and  hands  out 
lucrative  business  to  the  pension  hind 
consultants.  There's  a  little  of  every- 
thing— a  Japanese  equity  manager,  a 


It  doesn't  take 
many  monkeys 
to  run 
a  pension 
fund  well. 


high-yield  and  distressed-bond  m 
ager,  an  options  and  futures  manajj 
a  number  of  emerging  markets  ft 
managers  and  several  venture  capj| 
fund  managers. 

The  payoff?  There  hasn't  been  a| 
GM's  pension  funds  produced  an  e| 
mated  10%  annualized  return  over 
five  years  ending  1992.  According 
SEI  Corp.'s  measurement  serv 
which  tracks  such  numbers,  G 
fimds  finished  dead  last  when  rn 
sured  against  the  33  funds  in  S| 
database  with  over  $1  billion  in  th^ 

Compare  this  with  Ford  Mot^ 
pension  performance.  Instead  q 
staff' of  70,  Ford  has  just  2  emplo}| 
overseeing  its  $28  billion  fiind.  Sm 
ing  clear  of  specialty  investments  | 
consultants  has  kept  its  overhl 
down  and  returns  up.  Ford's  13 
annualized  five-year  returns  pui| 
among  the  top  15%  of  like-size  fur 
as  measured  by  SEi  Corp. 

Keith  Ambachtsheer  of  Toron 
Cost  Effectiveness  Measurement  1 
analyzed  135  ftinds  with  a  combii 
$700  billion  in  assets.  His  conclusi 
There  was  no  positive  correlation 
tween  performance  and  money  sp 
on  staif,  managers  and  high-prii 
advice  to  get  it.  In  other  wordj 
good  deal  of  that  $9  billion  a  yea 
wasted  on  people  who  aren't  add 
any  real  value.  Remember  that  ij 
time  a  money  manager  wants  somj 
your  fund's  bananas. 
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This  is  a  good  distance  for  kids  to  sit  from  the  television. 


\nd  now,  for  your  viewing  pleasure, 
i  bring  you  the  1994  Range  Rover 
Dunty  l\vB. 

Take  your  family  up  into  the  moun- 
jins,  through  sweeping  canyons,  or 
')wn  glistening  winter  trails,  all  the 
lile,  feeling  as  though  you  ne\'er  left 
e  comfort  of  your  own  living  room. 

In  addition  to  its  already  elegant  and 
omy  interior,  the  Range  Rover  County 
VB  has  a  108"  wheelbase,  making  it 


more  spacious  inside  than  ever. 

And  our  extraordinar\'  electronic  air 
suspension  system  helps  remove  the 
kind  of  bangs  and  bumps  that  come 


RANGE  ROVER 


standard  with  ordinar>'  4x4s. 

i\long  with  features  such  as  electronic 
traction  control,  and  a  4.2  liter- V-<S 
engine,  the  County  LW'B  enables  you  to 
reach  places  even  tele\  ision  hasn't. 

So  why  not  call  l-8()()-FINE  4WD  for 
the  nearest  dealer?  Granted,  at  just 
over  S5(MM)(),  it's  not  exactly  considered 
a  trivial  investment. 

But  no  one  handles  the  remote  quite 
like  we  do. 


On  October  12, 
1993,  we  delivered 
the  1000th  747-a 
747-400,  to  Singapore 
Airlines.  Over  the 
years,  airlines  from 
about  50  nations  have 
flown  1.5  billion 
passengers  on  our 
747s,  a  number 
equal  to  one-fourth 
of  the  estimated  total 
population  of  the 
world.  We  build  the 
747  But  it  belongs 
to  tlie  world. 


To  judge  from  what  they're  saying  in  Minneapolis 
about  billionaire  Curt  Carlson,  he  may  destroy 
the  business  he  started  if  he  doesn't 
step  aside  and  let  someone  else 
run  his  show. 

Hanging  on 


By  William  Stern 

"You  noNT  KNOW  anything  about 
business!  You're  a  goddamn  fool!" 
thunders  Curtis  Carlson,  the  79-year- 
old  founder,  sole  owner  and  chairman 
of  privately  held  Carlson  Cos.,  as  the 


bulging  veins  in  his  meaty  neck  seem 
poised  to  snap. 

Is  Carlson  dressing  down  a  young 
marketing  manager.''  A  naive  newspa- 
per reporter,  perhaps.^  No,  he's  berat- 


Marilyn  Carlson  Nelson  aiiO  f  ier  father,  Curtis  Carlson 

"You  don't  have  to  defend  me,"  she  said.  "It's  just  his  way." 
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Given  the  state  of  workers  identify  and  reduce  potential 
;  npensation  costs,  the  most      hazards  in  the  workplace. 

^uished  cries  of  pain  fre- 
I  ently  emanate  from  the 
>  ccs  of  CFOs. 

But  ITT  Hartford  has  pio- 
I  .red  a  remarkable  cure, 
k  ire  than  a  program,  our  con- 
i  uum  of  care  philosophy 
tegrates  every  aspect  of 
^  rkers  compensation,  from 

vention  to  early  interven- 

n  to  accelerated  return- 


perate,  efforts  are  made  to  return 
them  to  productive  jobs  fast.  By 
monitoring  medical  costs  and 
treatment.  By  maintaining  con- 
tact among  r  ^  s 

"OURXURSES 

employer,  sTEPINEmYTO 
employee 
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to-work.  In 


riTOMPREHENSrVE 


SO  doing,  it 

;:are  ^^"r^° 

TOOACH  ^^-d"P^° 

,:^RS  COSTS  28%  of  workers 
iILER\ISING 

compensation 
"    costs,  and  actu- 
^  a  1 1  y    raise  the 


and  health 
care  pro- 
vider. By 
overseeing  ^ 
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el  of  an  injured  worker's  care. 
When  injuries  go  down,  premi- 
is  can  go  down.  So  the  ITT 
rtford  managed  care  approach 
i;ins  with  extensive  loss  preven- 
1  services.  Our  experts  work  to 


Yet  no  prevention  program  can 
eliminate  all  injuries.  Our  early 
intervention  efforts  limit  the  dam- 
age when  injuries  do  occur.  When 
an  injury  warrants,  we  assign  an 
ITT  Hartford  Nurse  Case  Manager 
who  contacts  the  injured  worker  to 
coordinate  medical  care  and  offer 
guidance  and  support. 

Finally,  as  injured  workers  recu- 


physical,  psychological  and 
vocational  rehabilitation.  And 
by  helping  to  identify  alterna- 
tive return -to-work  jobs. 

To  find  out  more,  contact 
your  local  ITT  Hartford  agent 
or  Dale  Powers,  Marketing  Director, 
ITT  Hartford. 

Really,  it's  quite  painless. 


Dale  Powers 
CPCU 

Marketing  Oueclor 


m  HARTFORD  ^^J^^'^ 
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Roland  A.  Laferriere, 

Vice  President,  MIS  Director  (left) 

and  Herbert  J.  Zarkin,  President 


B^aglne  no  challenge  being  too  .g. 

BWjuipmenl  Corporation  1993.  The  DIGITAL  logo  is  a  trademark  of  Digital  Equipment  Corporation  BJ  s  Wholesale  Club,  headquartered  in  Natick.  MA.  is  a  division  ol  Waban,  Inc  (NYSE  WBN) 


Oner  50  OJ's  umoiesaie  Cluiis. 
ouenofliiiooiiiraflsactiofls 
per  Cluh  per  year. 
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"That's  a  tremendous  amount  of  data 
that  has  to  be  communicated  both 
within  each  Club  and  between  the 
Clubs  and  our  home  office.  Digital  is 
the  hub  of  the  information  system  that 
keeps  the  communication  going. 
BJ's  offers  national  name-brand  food 
and  general  merchandise  at  everyday 
low  prices  to  more  than  2.5  million  mem- 
bers. We're  in  a  very  competitive  busi- 
ness, and  without  the  right  information  at 
the  right  time,  we  can't  be  successful. 
It's  not  just  merchandise  transactions  but 
membership  files,  credit  authorization  and 
updating  of  inventory  files.  Digital  is  the 
information  conduit  that  keeps  us  on  track. 
We  use  equipment  from  different  vendors, 
and  we  depend  on  Digital  to  make  it  all 
work  together.  And  work  reliably. 
Digital's  not  just  a  supplier.  Over  the 
years,  they've  become  a  real  strategic 
business  partner.  We  rely  on  them  for 
network  management,  software 
development  and  consulting.  They've 
always  been  flexible  in  working  with  us 
and  helping  us  meet  our  business  goals. 
Lots  of  clubs,  lots  of  members,  lots  of 
transactions.  It's  not  easy,  but  we  make  it 
work.  With  lots  of  help  from  Digital." 
Find  out  how  Digital's  retail  solutions 
can  help  your  business. 
Call  1-800-332-4636,  ext.  93. 


PUTTIN 


WORK 


ta  I 


.y   ^  
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based  Business  Incentives,  Inc. — are 
doing  much  better  and  have  been 
deluged  with  unsolicited  resumes 
from  Carlson  employees. 

The  problem?  "Simple,"  replies 
Minneapolis- based  management 
consultant  Richard  Fordyce,  who  quit 
Carlson  Marketing  Group  in  1988 
but  keeps  in  touch  with  old  friends 
there.  "Serious  internal  management 
turmoil." 

Since  1990  Carlson  has  snared  top 
executive  talent  from  U.S.  Sprint, 
Pillsbur)'  Co.  and  Miller  Brewing  Co. 
witli  promises  of  great  responsibility, 
maybe  even  the  top  job,  and  lots  of 
autonomy.  But  Carlson  has  hounded 
them  out  as  fast  as  he  has  lured  them 
in.  Average  executive  tenure:  about 
two  years. 

One  strong  executive  who  came 
and  quickly  went  was  Jack  Murrin, 
now  age  37,  a  former  partner  with 
management  consultants  McKinsey 
&  Co.  He  was  brought  in  to  be  Curt's 
right-hand  man  in  August  1992. 
Carlson  praised  him  in  a  press  release 
as  the  man  to  "help  lead  the  company 
into  the  21st  century."  But  Murrin 
walked  away  in  disgust  the  following 
summer.  Murrin  wouldn't  talk  to 
Forbes,  but  he  told  friends  that  he 
quickly  wearied  of  his  boss'  irrational 
tirades  and  relentless  micromanaging. 

Carlson  hopes  to  turn  Carlson 
Marketing  around  by  increasing  the 
number  of  cold  calls  his  sales  force 
makes.  Of  late  he  has  been  summon- 
ing marketing  executives  to  his  fif- 
teenth-floor office  for  daily  interroga- 
tions on  the  number  of  sales  calls 
being  made. 

But  industry  insiders  liken  this 
strategy  to  fighting  a  modern  war 
with  Catling  guns.  The  incentive 
business  has  changed;  today  a  sales- 
man might  spend  three  days  prepar 
ing  for  a  single  sales  call,  or  may 
service  only  one  large  account. 

"When  Curt  asked  me  about  the 
sales  calls,  I  lied,"  says  one  marketing 
group  officer  who  recendy  left  the 
firm.  "It's  gotten  to  the  point  where 
people  just  tell  Curt  what  he  wants  to 
hear  so  he  doesn't  haul  them  tlirough 
the  coals." 

Carlson's  response  to  all  the  criti- 
cism? To  paraphrase  him,  it  is  tliis: 
The  people  I've  fired  weren't  up  to 
snuff".  The  ones  that  left — good  rid- 
dance. I  built  the  business.  I"!!  fix  it. 


Fortunately,  Carlson  Cos.'  other 
two  groups,  hospitality  and  travel, 
don't  need  fixing.  Hospitality  turned 
in  record  profits  in  1992,  and  travel 
had  one  of  its  best  years  ever.  Why?  In 
large  part  because  Carlson .  left  the 
group  heads  alone. 

Under  German-born  Juergen  Bar- 
rels, the  $3.3  billion  (revenues)  hospi- 
tality group  (it  includes  the  Radisson 
hotel  chain  and  TGI  Friday's  restau- 
rants) has  emerged  as  Carlson  Co.'s 
new  money  machine.  The  TGI  Fri- 
day's family  dining  chain  posted  earn- 
ings before  tax  of  some  $33  million 
last  year,  and  Radisson  hotels  posted 
pretax  profits  in  the  neighborhood  of 
$12  million. 

Carlson  Travel  Group  is  rim  by 


Edwin  (Skip)  Gage 

No  longer  heir  apparent. 


Travis  Tanner,  a  longtime  Carlson 
executive  who  was  recently  lured  back 
after  a  stint  at  Walt  Disney  Travel  Co. 
The  division  has  suffered  somewhat 
from  the  heavy  discounting  by  the 
airlines,  but  its  volume  is  so  enormous 
tliat  insiders  estimate  the  group  made 
close  to  $10  million  last  year. 

So  despite  the  embarrassing  prob- 
lems at  (  irlson  Marketing,  Carlson 
Cos.  is  stili  a  healthy  company  overall, 
and  who  \*'ill  run  it  is  not  an  idle 
question.  Now  79,  Carlson  is  a  dia- 
betic who  underwent  bypass  surgery 
in  January  He  wistftilly  tells  a 

visitor  that  h>:  ti  .inks  he  has  only  "five 
or  six  years  left  " 

His  dai;gh<:c!  s  Marilyn  and  Barbara 
will  each  ir  liorr.  half  of  the  company. 


But  Carlson  is  breaking  every  rule 
the  book  of  orderly  transitions 
family-owned  firms  by  refiasing  to  s; 
who  will  succeed  him  as  chief  execi 
tive  at  Carlson  Cos.  Warns  Leo 
Danco,  the  well-known  consultant  i 
family  businesses:  "As  famous  ar 
competent  and  worldly  as  Curl 
Carlson  is,  his  relevance  [to  the  con 
pany]  is  short  term.  You've  got 
learn  to  let  go  or  you'll  destroy  wh 
you  built." 

Carlson's  former  heir  apparent,  Ei 
win  (Skip)  Gage,  is  a  sober  strategj 
and,  by  most  accounts,  a  talent< 
executive;  he  is  also  married  to  Cai 
son's  younger  daughter  Barbar 
Gage  was  named  chief  executive 
Carlson  Cos.  in  late  1989,  but  su< 
denly  bolted  from  the  company  in  la| 
1 99 1.  He  took  a  $130  million  (rev 
nues)  chunk  of  Carlson  Marketii 
Group's  business  with  him  and  stai 
ed  his  own  firm.  Gage  Marketii 
Group,  a  six-minute  drive  from  Caj 
son's  headquarters  on  Minneapol 
western  edge. 

"We  were  both  trying  to  be  tl 
CEO,"  says  Gage  of  the  battle  betwei 
him  and  his  father-in-law,  "and  it  ju 
wasn't  working  for  either  of  us."  B 
he  and  Marilyn  Nelson  continue  | 
live  with  their  respective  families 
adjoining  homes  on  Carlson's  luxui 
ous  family  compound  above  t" 
shores  of  Lake  Minnetonka,  1 1  mil 
west  of  Minneapolis. 

As  Skip  Gage  departed,  Carls^ 
decided  that  the  best  man  for  the  t^ 
job  was  a  woman  and  promotj 
daughter  Marilyn  to  vice  chairmani 
late  1991.  He  has  since  vaguely  hiil 
ed  that  she'll  succeed  him.  Marriedi 
the  second-in-command  at  Medtroj 
ic.  Inc.,  the  nation's  largest  manuf^ 
turer  of  pacemakers,  and  the  motlj 
of  three,  Marilyn  Nelson  is  an  end 
getic  woman  whose  major  professid 
al  accomplishment  prior  to  joiniJ 
Carlson  in  1989  was  bringing  Supl 
Bowl  XXVI  to  Minneapolis.  B 
whether  she  can  run  an  $11.3  billii 
(revenues)  business  is  anyone's  gue 

Carlson  watchers  in  Minneapq 
suspect  Skip  Gage  would  no  doil 
like  to  return  to  tiie  top  spot  if  !| 
father-in-law  were  to  step  aside.  B 
now  there's  someone  in  his  wl 
Smiles  Marilyn  Nelson,  thinly:  j 
don't  think  he  [Skip  Gage]  would  li 
to  work  for  me."  I 
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ler  Full  Service  Lease 
prevent  you  from 
driving  into  the  traps. 


will 


Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 
business,  call  1-800-RYDER-OK,  ext.  103,  for  a  free 
brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 

a  lesson  or  two  from  the  pros.      fKYDlEfl!  « 

1-800-RYDER-Ok'^ 

©1993  Ryder  TYuck  Rental,  Inc  A  Ryder  System  Co  Ryder  is  in  equal  opf«irturuty  employer 
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Fleetwood  Enterprises  manages  to  make  money  in  good  times  and  bad 
"The  secret,"  says  Its  founder,  "is  to  get  people  excited 
about  what  they  are  doing,  and  keep  them  at  it." 

John  Gi^ean's  recipe 
foi*  success 


By  Jerry  Flint 

Check  YOUR  TV  listing  for  the  time. 
In  New  York  City,  it's  1 1  a.m.  daily  on 
Channel  7,  ABC.  That's  the  hour-long 
HOME  show.  Usually  on  Wednesdays 
near  the  middle  of  the  show,  John 
Crean  will  come  on,  wearing  an  apron 
and  tall  chePs  hat,  and  do  a  cooking 
segment  for  eight  minutes.  It's  the 
one  chance  you  have  to  see  the  chief 
executive  of  a  Forbes  500s  company 
cook  on  network  TV. 

Crean  is  chairman  and  chief  execu- 
tive of  the  $2  billion  (revenues)  Fleet- 
wood Enterprises  Inc.  of  Riverside, 
Calif.,  the  nation's  largest  manufac- 


turer of  recreational  vehicles  and 
manufactured  homes. 

Crean's  cooking  segment  is  enter- 
taining for  the  same  reason  his  busi- 
ness is  successfiil:  He  takes  it  seriously, 
but  also  has  a  lot  of  fun,  and  commu- 
nicates this  to  his  associates.  On  TV, 
Crean  and  his  sous-chef,  Barbara  Ve- 
nezia,  do  a  lot  of  clever  ad-libbing. 
"When  you  think  of  what  they  grow 
mushrooms  in,  it's  amazing  anyone 
eats  this,"  says  Barbara,  grimacing  at 
John's  mushroom  soup.  "If  we  knew 
what  we  were  doing,  we'd  still  be  on 
local  cable,"  replies  Crean,  who  was  a 


cook  in  the  Merchant  Marine 
World  War  II. 

Crean  got  into  the  recreation  vel 
cle  business  after  the  war.  "I  m 
looking  for  a  job,  and  this  place  bull 
ing  trailers  hired  me  at  90  cents 
hour,"  Crean  recalls.  "Prett}'  soor 
learned  how  to  do  this  and  that  ai 
got  in  charge  of  things,  but  I  want 
to  go  into  business  on  my  own. 
didn't  have  enough  money,  so  instc 
I  sold  Venetian  blinds  until  I 
enough  money." 

That  was  1950.  Today  Fleetwoi 
has  30  plants  around  the  counl 


John  Crean, 
Fleetwood's 
chairman  and 
chief  cook 
His  recipe  calls 
for  serious 
business  topped 
with  liberal 
sprinklings 
of  incentives 
and  fun. 
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1993  J.P  Morgan  &  Co^  Incoiporaled 


You'  re  investing 
on  your  own. 
Can  you  still 
tap  into  the  best 
information 
and  advice? 


'y,  many  investors  are  making  their  own  decisions.  Not  the  least  of  which  is  deciding  whose 
mation  to  base  them  on.  An  opportune  time  to  consider  private  banking  at  Morgan.  Where 
1  have  access  to  the  same  global  resources  as  our  institutional  investors.  The  same  research, 
ate  investments.  Securities  and  safekeeping  services.  Feedback  you  can  rely  on.  Objectivity 
lan  rely  on.  And  being  on  your  own,  something  you're  apt  to  appreciate:  a  relationship  you 
rely  on.  If  you  actively  manage  your  own  investment  portfolio  of  $5  million  or  more, 
Richard  B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  TTllt/f  ^^^O 
15)  954-3200,  J.P.  Morgan  California.  Private  Banking  J  "iVlOlliclO 

c,  Wilmington,  Del.,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Zurlcti,  Hong  Kong,  Singapore,  loKyo 


■  )d  Enterprises 


making  homes,  which  it  sells  througli 
independent  retailers  and  without  any 
brand  names.  It  sold  nearly  $800 
million  worth  of  manufactured  hous- 
ing, 40%  of  its  total  $1.9  billion  sales 
in  the  last  fiscal  year  (ended  Apr.  25). 
Fleetwood's  homes  account  for  about 
20%  of  the  manufactured  home  mar- 
ket, around  210,000  units  in  1992. 

Crean  owns  18%  of  Fleetwood's  46 
million  shares;  at  their  recent  price  of 
23,  his  shares  were  worth  $192  mil- 
lion. At  68,  he  no  longer  puts  in  full 
time  at  the  office,  but  in- 
stead concentrates  on 
product  and  strateg}'.  He 
travels  by  motor  home  each 
year  and  comes  back  with 
suggestions.  Executives 
credit  Crean  with  design- 
ing the  company's  bestsell- 
ing  motor  home,  the 
Bounder.  And  they  say  he 
keeps  reminding  them  of 
his  business  philosophy: 
Get  the  cash  quickly  after 
you  deliver  the  product; 
don't  borrow;  keep  money 
in  the  bank;  keep  improv- 
ing the  product.  ^^^w 

Fleetwood's  aftersales 
support  is  second  to  none.  Ever)'  buy- 
er of  a  Fleetwood  product  is  phoned 
for  suggestions  and  asked  for  criti- 
cism. "That  helps  us  with  repeat  buy- 
ers and  references,"  says  Fleetwood 
President  Glenn  Kummer,  who  has 
worked  with  Crean  for  a  c]uarter- 
century  and  runs  the  company's  daily 
operations.  "RV  people  know  each 
other.  They  meet  in  clubs  and 
camps." 

Kummer  is  spending  upwards  of 
$50  million  this  year  to  expand 
Fleetwood's  manufactured  housing 
business.  Fie  thinks  he  can  increase 
Fleetwood's  share  of  the  manufac- 
tured housing  market  from  20%  now 
to  35%.  By  when?  "1  would  settle  for 
35%  in  five  years,"  Kummer  replies. 
"Well,  maybe  we'll  do  it  in  ten." 

Five  years  or  ten,  it  would  be  a  huge 
leap  and  seems  like  a  gamble.  Jon 
Nord,  senior  vice  president  of  the 
housing  group,  explains  why  the 
Fleetwood  people  are  so  optimisdc: 
The  high  price  of  "stick  homes,"  as 
manufactured  housing  people  call 
conventional  housing,  has  created 
unsatisfied  demand  in  the  housing 
market.  The  young,  the  old  and  other 
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Today's  manufactured  home 

High  prices  for  "sticit"  liomes  help. 


John  and  wife.  Donna,  with  a  1950  prototype 
It  started  with  a  90-cents-an-hour  job. 


people  without  much  money  have 
trouble  affording  homes.  Apartment 
building  is  off,  too,  says  Nord.  Most 
important,  builders  of  manufactured 
homes  have  improved  the  quality  of 
their  products,  so  that  they  now  quali- 
fy for  conventional  mortage  financing 
and  can  compete,  on  financing,  with 
regular  homes. 

"This  business  is  driven  by  afforda- 
bilit)',  and  we  are  the  low- cost  produ- 
cers," says  Kummer.  Fie  points  out 
that  Fleetwood  buys  $150  million  in 
lumber  a  year,  directly  from  the  mills, 
and  70,000  appliance  units.  The  dis- 
counts on  these  volumes  give  the 
company  a  big  pricing  advantage  over 
most  competitors.  The  average  Fleet- 
wood unit  price  is  around  $18,000 
(that's  wholesale),  and  there  are  dou- 
ble and  triple  units,  too.  Most  Fleet- 
wood homes  are  sold  to  people  in 
rural  or  semirural  areas,  where  land  is 
inexpensive. 

The  original  and  larger  part  of 
Fleetwood's  business,  recreation  ve- 
hicles, shows  signs  of  strength,  too, 
after  a  kw  years  of  weak  sales.  The 
company  has  18  plants  making  RVs, 
and  accounts  for  better  than  30%  of 


the  market — the  target  is  to  capt 
40%.  Typically,  folding  campers  i 
from  $3,000,  traxel  trailers  fn 
$10,000  and  motor  homes  fn 
$30,000. 

Crean  and  Kummer  have  their  e 
on  Europe,  where  the  RV  marke 
larger  than  in  the  U.S.  As  a  first  st 
Fleetwood  bought  a  German  ma 
of  expensive  motor  homes  a  year  a 
"We  can  double  our  RV  thing,  go: 
into  Europe,"  says  Crean. 

Fleetwood's  profits  peaked  at  $ 
million,  or  $1 .53  a  share 
1989,  then  slipped  with  ■ 
economy  and  are  now 
covering.  Last  fiscal  y(i 
net  was  $57  million, 
$1.23  a  share.  Sales  in 
first  quarter  (ended  J 
28)  were  strong:  up  1 
from  the  year  before,  \v 
the  housing  side  up  2 
and  RV  sales  up  5%.  l! 
profits  about  matched  1 
year's  because  of  pri 
fighting  in  the  RV  marke 
loss  in  Europe  and  the  n 
plant  costs. 

For  the  full  year  the  co 
pan)'  figures  on  someth; 
like  $1 .30  a  share,  maybe  a  little  mcj 
but  Kummer  thinks  he'll  beat  the  i 
earnings  record  of  $1 .53  a  share  n 
fiscal  year,  when  the  new  plants 
working.  "If,"  he  hedges,  "Clini 
doesn't  hurt  us  bad."  Kummer 
minds  a  reporter  that  people  dq 
buy  RVS  or  homes  unless  they  I 
some  confidence  about  their  futi 
no  matter  how  low  interest  rates  ai 
Accentuating  the  positi\'e,  Crd 
says:  "We've  been  through  a  se\< 
year  period  of  [manufactureti  hoiB 
industr)'  decline.  But  ever)'  year  we 
gained  market  share  and  we've  bq 
profitable." 

How  does  Crean  make  money 
adverse  economic  times?  "The  seel 
the  main  thing,"  he  replies,"  is  to 
people  excitecl  about  what  they 
doing,  and  keep  them  at  it."  A  strd 
believer  in  incentives,  Crean  is  geii 
ous  with  stock  options  and  pa)'s  e\ 
the  hourly  workers  awards  and  bon 
es.  "That  comes  from  m)'  career 
working  for  other  people.  I  jump 
from  here  to  there  because  I  did 
get  any  piece  of  the  pie.  In  order 
keep  good  people,  you  have  to  g 
them  a  piece." 
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FROM  our  American  research  and  design  tenters  to  our  U.S.  manufacturing  plants,  Toyota 
is  committed  to  job  growth  in  all  the  communities  where  we  operate.  Our  more  than 
$5  billion  investment  in  America  is  paying  off  in  the  form  of  thousands  of  jobs  right 
across  the  country.  It's  an  investment  in  people  and  that's  an  investment  in  the  future. 
1  N  V  E  S  TING     IN     V  //  /■.      THIN  G  S      W  E     A  L  I.     C  A  R  E     A  B  O  U  7  .  TOYOTA 


For  more  information  nhoul  Toyota  in  Amprini  write  Toyota  Motor  Corporate  Services,    9  West   ')7th  Street,   Suite  4900,   New   York,   NY  10019. 


Here's  proof  that  you  can  stiine  in  rough  businesses  as 
long  as  you  are  a  bit  better  at  marketing  than  your 
competitors  and  build  a  slightly  better  mousetrap. 

One  thing  led 
to  another 


By  Neil  Weinberg 

For  Earl  Takefman  the  November 
1989  meeting  was  like  a  stay  of  execu- 
tion for  a  condemned  man.  David 
Zunenshinc,  the  founder  and  con- 
trolling shareholder  of  SLM  Interna- 
tional, Inc.,  was  offering  Takefman 


the  company's  top  spot. 

This  at  a  time  when  Takefman  was 
worrieti  about  losing  his  job.  'T  was 
damaged  goods  in  the  toy  industry," 
the  Montreal  native  remembers.  The 
Royal   Bank  of  Canada   had  put 


SLMs  Earl  Takefman  and  Howard  Zunenshine 
Seizing  opportunities  as  they  come  along. 


Charan  Industries,  the  publicly  h 
toy  firm  whose  president  he  was,  n 
a  ''special  loan"  portfolio  for  trouble 
debtors.  As  Canadian  distributor  ii 
the  fad  doll  sensation  Teddy  Ruxpn 
Charan  was  stuck  with  a  warehou 
full  of  inventory  worth  a  fraction  of  i 
cost  when  its  U.S.  supplier.  Worlds  \ 
Wonder,  collapsed.  Hooding  ston 
with  cut-rate  Teddy  Ruxpins. 

Takefman's  new  employer  was  so 
vent  but  something  of  a  hodgepodg 
put  together  by  Zunenshine,  a  Moi 
treai  real  estate  developer.  Zunei 
shine  owned  three  hockey  equipmei 
makers,  and  adopted  the  name  of  onj 
St.  Lawrence  Manufacturing,  Incj 
shortened  toSLM.  Since  the  combin 
outfit  had  far  more  plastic  injectii 
molding  capacity  than  needed  i 
hockey  blade  mounts,  Zunenshiij 
soon  had  it  turning  out  plastic  sled 
He  bought  into  plastic  swimmin 
pools  to  give  his  plants  business  thi 
would  even  out  seasonal  output. 

But    making    the    stuff  was 
enough.  He  had  to  move  it.  Thai 
when  he  turned  to  Takefman.  Su 
ming  up  the  situation  when  he 
rived,  Takefman  says;  "My  philosi 
ph)'  from  day  one  has  been  that  y(j 
can  save  your  way  to  solvency,  but  y(| 
must  market  your  way  to  prosperity] 

The  bundle  Zunenshine,  64,  han| 
ed  to  Takefman  was  no  prize.  Most 
si.m's  products  had  been  plucked  o 
of  bankruptcy,  including  Colecc 
seasonal  toy  unit  and  what  was  left 
toy  truck  maker  Buddy  L.  "There 
was  with  Coleco's  abortion.  Bud' 
L's  abortion,  and  I  knew  we'd  get  o 
brains  blown  out  in  1990,"  says  1 
kefman.  "I  was  not  a  happy  campeij 
slm's  seasonal  toy  division  postec 
$2.2  million  operating  loss  in  199( 

But  now  Takefman,  43,  blesses  C 
day  he  received  that  offer — and  SLA 
Zunenshine  is  happy  he  made  it. 

After  receiving  his  M.B.A 
McGill  Universit)',  Takefman  start] 
in  business  selling  school  suppli 
Early  on  he  got  an  edge  for  his  coi 
modity-type  products  by  slappij 
popular  names  on  them,  names 
censed  from  people  who  had  nothil 
to  do  with  school:  Happy  Days  peri 
cases.  National  Hockey  League  rulj 
and  Kermit  the  Frog  erasers. 

On  a  grander  scale,  he  adopted  t 
same  strategy  at  SLM.  Since  one  Icid^ 
swimming  pool  works  like  the  next 
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Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud 


Most  Companies  Try  To  Avoid  Fraud 


costs  the  insurance  industry  bilHons  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It. 


industries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL 


©  I99S  Liberty  Mutual  Insurance  Group/Boston 


<  :^ernational 


it  holds  water — Takcfnian  licensed 
such  names  as  Big  Bird  for  his  pools. 
His  sleds  are  labeled  Harley- Davidson 
and  Batman,  among  other  names. 

It  worked.  si.M  toy  sales  grew  26% 
last  year,  to  $118  million,  while  in- 
dustr\'  shipments  rose  just  12%.  Ta- 
ketman  gained  retail  shelf  space  for  his 
gadgets  by  charging  less  for  products 
comparable  to  those  sold  by  leading 
toymakers  or  offering  extra  features 
for  the  same  price. 

Where  he  didn't  use  famous  names, 
Takefman  made  sure  that  his  toys  had 
distinguishing  features.  Example: 
slm's  Buddy  L  plastic  trucks  are  com- 
parable in  price  and  qualit)'  with 
Tonka  models  but  feature  the  indus- 
try's first  voice  recognition  system. 
Among  the  five  commands,  "start 
your  engine'''  elicits  an  idling  sound. 

SLM  overtook  Tonka  last  year  in 
nonpowered  trucks,  with  27%  of  the 
market  anti  $12  million  in  sales,  com- 
pared with  Tonka's  $10  million.  SLM 
was  also  second  to  Fisher- Price  in 
wheeled  preschool  toys  and  picked  up 
a  Toys  "R"  Us  "vendor  of  the  year" 
award  for  the  third  straight  year. 

By  1990  Zunenshine  had  lost  a 
bundle  on  Canadian  exercise  centers 


Buddy  L  trucks 

Pulling  past  Tonka  with  good  value. 


and  began  closing  them;  but  he  still 
had  the  rights  to  market  a  few  fitness 
products,  like  Heav}'  Hands  exercise 
weights.  Takefman  groaned  but  took 
on  the  job  of  moving  the  iron.  He 
acquired  licenses  for  a  number  of 
additional  products  and  launched  an 
infomercial  blitz,  slm's  fitness  equip- 
ment sales  will  rise  70%,  to  $51  mil- 
lion, this  year,  predicts  Morgan  Stan- 
ley analyst  Janet  Dcfrino. 

David  Zimenshine's  son  Howard, 
36,  who  runs  slm's  sporting  goods 


operations,  also  hypes  his  products 
using  the  name-licensing  techniq 
that  works  so  well  in  toys.  Reebol 
"The  Pump"  cushion  technolo 
and  logo,  for  example,  now  gra 
slm's  hockey  skates.  Meanwhile,  as 
is  doing  in  toys,  SLM  is  adding  n( 
products  to  its  sporting  goods  lir 
The  latest:  bicycle  helmets. 

In  November  1991  the  Zune 
shines  took  SLM  public  at  $10.50 
share.  Since  then  it  has  turned  in  sev 
consecutive  c]uarters  of  record  sa 
and  earnings,  slm's  revenues  climb 
38%,  to  $257  million,  in  the  yt 
through  June,  while  profits  jump 
over  65%,  to  $19  million— $1 .5^ 
share.  The  stock  recently  fetchi 
44 — a  very  handsome  28  times  t 
latest  12  months'  earnings.  As  t 
public  shareholders  have  profited,  t 
insiders  have  profited  even  more.  Ti 
Zunenshine  family's  42%  share  w| 
recently  worth  $229  million,  Tak 
man's  3.2%  worth  $18  million. 

"I'd  like  to  think  slm  resulted  frq 
a  grand  plan  hatched  in  my  head 
says  Chairman  David  Zunenshi! 
candidly,  "but  it  actually  came  abd 
from  seizing  opportunities  as  th 
came  along."  I 


Here's  a  lakeiiver  everj'one  will  feel  gmxl  about.  A  2,400-acre  executive  retreat  just  made  lor  to  take  over  tlie  Kive-Diaiiiond  Dotal  Satumia  Iniemauonal  Spa  Resort.  Our  n)ml)ined  nine- 
top-level  conferences  and  meetings.  You've  got  all  the  clout  you  need  to  take  over  the  Four-  diamond  resort  can  accommodate  groups  from  2.5  to  1.000.  M  about  our  special  Forbes 
Diamond  Doral  Resort  and  Countiy  Club,  home  of  the  Doral-Ryder  Open.  You've  got  the  voles  Reader  meeting  packages.  Then  sii  back  and  let  us  lake  over.  Call  l-305-5')l-6453. 


DoralSResort 

AND  COUNTRY  CLUB 


Doraly  Florida 


DoraliSaturnia 

INTERNATIONAL   SPA  RESORT 

«755  K.  W.  3M  Strtn.  Doral,  FL  33178 


Visit  any  one  of  tiie  nine  Doral  Hotels  and  Resorts  in  New  York.  Florida  and  Colorado. 
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1993  WINNERS 


GOVERNMENT 

Naval  Aviation  Depot 
North  Island,  San  Diego,  CA 

MANUFACTURING 

e  Cascade  Corp.,  Southern  Operation 
De  Ridder,  LA 

NOT  FOR-PROFIT 

SwedishAmerican  Hospital 
Rockford,  IL 

SERVICE  FIRM 

New  York  Telephone 
Telesector  Resources  Group 
New  York,  NY 

SMALL  FIRM 

Fitchburg  Coated  Products 
Scranton,  PA 


992  WINNERS 

GOVERNMENT 

al  Aviation  Depot  Operations  Center 
Patuxent  River,  MD 

MANUFACTURING 

US  Steel,  Gary  Works 
Gary,  IN 

NOT-FOR-PROFIT 

Sentara  Healdi  System 
Norfolk,  VA 

SERVICE  FIRM 

Federal  Express 
Memphis,  IN 

SMALL  FIRM 

L-S  Electn>Galvanizing  Co. 
Cleveland,  OH 
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Qnployees  are  the  power 
source  for  invoking  change... 
and  this  Quality  Cup  award  is 
a  testimony  to  their  efforts." 

—Dan  Moscato,  District  Staff  Manager,  Residence  Marketing  Operation 
New  York  Telephone 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Quality 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  does 
business.  Where  other  awards  may  honor  entire  companies,  only  the  prestigious  Quality  Cup 
honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR-AND  REWARD-YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  used 
total  quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiration 
for  others:  Nominate  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  five  categories 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1994  RTTAJSA  TODAY  Quality  Cup  Competition  is  November  15. 
If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For  complete  information 
about  the  competition,  contaa  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 

i-SOO-USAT-RIT 


TODffiT 


RIT 


f.  Hyundai  continues  its  commitment  to  advanced  technologies 
innovations.  In  1992,  we  introduced  the  next  generation  ( 
DRAM  chips,  firmly  establishing  ourselves  as  a  new  force  in  electronics. 

Hyundai's  Excel,  Sonata  and  Elantra  have  gained  fame  in  the  world's  i 
markets  since  1986,  setting  the  stage  for  the  introduction  of  the  HCD-2  sp 

car  in  1993.  This  truly  unique  coupe-^ 
sports  car  embodies  Hyundai  Motor's  v| 
in  performance  and  aesthetics. 

Hyundai  is  also  focusing  its  R&D 
endeavors  on  environmentally  sound  tech- 
nologies. As  a  result,  we've  developed  the 
magnetic  levitation  train  free  of  noise  and 
air  pollution,  a  revolution  in  mass  transit  systems  of  the  future 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMICAL  iPOf 


.jLjL 


■  ! 


Hyundai's  expertise  in  turn-key  base  engi- 
neering and  construction  projects  world- 
wide has  earned  us  more  than  US$24  billion 
in  overseas  contracts.  Some  of  our  projects 
'  been  completed  even  in  the  most  difficult  environmental  conditions,  from 
!ria  to  the  South  Pole. 

Hyundai,  as  a  leader  in  the  world's  shipbuilding  industry  has  delivered  over 
vessels  including  some  of  the  world's  largest  supertankers, 
recently  launched  Moss-type  LNG  carrier  is 
isult  of  our  leading-edge  technologies 
innovative  designs. 

From  chips  to  ships. . . 
ndai.  Making  life  better  through  quality  and  innovation. 


HYUNDAI 

Building  a  better  future  for  everyone. 


PORTATION.  Find  out  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.  0.  Box  92.  Seoul,  Korea.  Tel (82-2)746-1873,  Fax(82-2)74l-234l. 
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PTEO  BY  JOSHUA  LEUINE 


Hugo  Boss  sold  a  lot  of  suits,  using  a  single, 
simple  image.  Its  new  chief  executive 
thinks  that  square-jawed  image 
is  out  of  date. 

I  am  the  boss 


A  BUNCH  OF  granite-jawed  guys  with 
inverted-triangle  torsos  peer  moodily 
into  space.  What  are  the  models  in  the 
Hugo  Boss  ad  thinkingi" 

About  their  future  maybe. 

In  March,  with  no  previous  experi- 
ence in  the  garment  trade,  Peter  Litt- 
mann  was  brought  in  from  a  German 
carpet  manufacturer  to  take  over  as 
chief  executive  of  Germany's  Hugo 
Boss  AG,  long  one  of  the  world's 
leading  producers  of  men's  fashions. 

Boss  has  invested  heavily  in  an  im- 
age of  angular  shoulders  and  now- 
where-did-I-park-my- Porsche  ex- 
pressions. "You  had  to  show  how 


powerfiil  you  were,  even  if  you 
weren't,"  says  Littmann.  "The  shoul- 
ders were  very  important." 

But  Littmann  says  big  shoulders  are 
out.  "Unfortunately,  things  changed, 
and  we  have  to  change,  too.  Quite 
c]uickly,"  says  Littmann. 

In  traditional  Boss  ads,  whenever 
women  appeared  they  were  kept  in 
the  background,  suggesting  that  Boss 
clothes  were  for  the  take-charge  kind 
of  man.  "We've  stopped  this  'I  am  the 
boss'  game,"  says  Littmann. 

The  kinder,  gentler  Hugo  Boss  guy 
of  the  Nineties  won't  show  up  in 
advertising  until  next  Januaiy.  But 


factor}'  hands  are  alread\'  at  work  pu 
ing  out  shoulder  pads,  and  the  dire 
tion  Littmann  has  set  for  this  ma 
defining  brand  is  already  clear.  I 

The  change  in  direction  is  a  i| 
sponse  to  the  marketplace,  whi 
seemed  to  be  telling  Boss  that  it  nee 
ed  a  more  varied  approach  to  selli: 
suits.  Boss  brand's  profit  before  int< 
est  and  taxes  fell  13%,  to  $51.8  ni 
lion,  on  flat  sales  of  $487  million 
1992.  Littmann  frankly  admits  til 
this  year  revenues  will  drop  6%. 

To  check  the  drop,  Littmann 
splitting  the  brand  into  three  distii 
lines  under  the  Hugo  Boss  umbrcll 
The  Hugo  line  will  feature  kicki 
softer  fashions;  the  Boss  line  will  cc 
tinue  to  cater  to  the  old  glass-eati 
crowd;  and  the  pricier  Baldcssar 
line,  named  for  chief  Boss  desigr 
Werner  Baldessarini,  will  offer  d 
creet  tailoring  with  better  fabrics. 

Hugo  goes  for  about  10%  less  th 
Boss,  which  is  about  30%  less  tli| 
Baldessarini.  A  Boss  suit  usually  coj 
between  $500  and  $800.  A  top-lj 
Baldessarini  can  set  you  back  $1,5(1 

"Maybe  a  Boss,  Hugo  Boss  duri 
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"OUR  NEW  DESK  CLERK 
LENT  HIS  CUFF  LINKS 

TO  A  GUEST  FOR 
A  CRUCIAL  MEETING. 

INSTANTLY 
WE  KNEW  WE  HIRED 
THE  RIGHT  GUY." 


That's  a  true  story.  There  are  many  others.  They  are  just  one 
of  the  many  reasons  frequent  business  travelers  prefer  Marriott. 
Call  your  travel  agent  or  1-800-228-9290. 

>\arriott 

HOTELS  •  RESORTS  ■  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOIT 


)3  Marriott  Corp. 


the  day  becomes  a  Hugo,  Hugo  Boss 
in  the  evening,"  suggests  Littmann.  A 
new  Hugo  Boss  brochure  says:  "The 
three  worlds  of  Hugo  Boss  are  like 
three  invitations  to  role-playing." 

Hugo  Boss  bears  the  name  of  the 
man  who  founded  the  company  in 
1923  as  a  manufacturer  of  work- 
clothes  and  raincoats.  In  1970  two  of 
Hugo  Boss'  grandsons,  Jochen  and 
Uwe  Holy,  turned  it  into  a  highly 
profitable  menswear  manufacturer. 

By  what  Littmann  calls  a  "happy 
coincidence,"  the  old  family  name 
carried  just  the  right  two-fisted 
thump  for  the  times.  Hugo  Boss 
clothed  the  swaggering,  stubble- 
cheeked  cops  of  television's  Miami 
Vice  'm  its  signature  palette  of  Baskin- 
Robbins  pastels. 

The  image  caught  the  mood  of  the 
times.  For  the  last  six  years  of  the 
1980s,  Boss  Group's  sales  grew  an 
average  of  25%  a  year,  and  earnings 
19%  a  year,  hitting  a  sales  peak  of 
$617  million  in  1991.  Hugo  Boss  AG 
accounts  for  around  80%  of  parent 
Hugo  Boss  Group's  sales. 

As  the  Eighties  waned.  Boss 
slowed.  In  1989  the  Holy  brothers 
sold  64%  of  the  company  to  Japan's 
Ley  ton  House  Group,  but  kept  nearly 
14%  and  agreed  to  stay  on  to  run  the 
company.  Good  timing.  Leyton 
House  paid  about  $1 ,240  a  share;  the 
stock  currently  trades  on  the  Frank- 
hart  Stock  Exchange  at  around  $541 . 

That  same  year  the  company 
bought  U.S.  manufacturer  Joseph  & 
Feiss  and  two  American  retail  chains. 
Hamburgers  and  Harris  &  Frank.  No 
go.  It  has  since  sold  the  chains  and 
closed  two  of  Joseph  &  Feiss'  plants. 
Altogether,  Boss  lost  about  $38  mil- 
lion in  the  U.S. 

In  1991  the  Japanese  bailed  out 
and  Italian  fashion  giant  Marzotto 
SpA  bought  the  Leyton  House  stake; 
it  is  due  to  purchase  the  Holy  broth- 
ers' remaining  holdings.  The  brothers 
are  involved  in  other  garment  manu- 
facturing ventures. 

The  new  Italian  owners  have  en- 
trusted Hugo  Boss'  future  to  Litt- 
mann and  his  three-sided  vision  of 
homo  £iabardinns.  Says  Littmann: 
"The  1990s  are  not  about  having, 
they're  about  knowing  and  feeling." 
Very  politically  correct.  Is  it  also  good 
marketing?  That  remains  to  be 
seen.  -J.L.  BH 
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Beethoven  touts  a  brokerage  house  while  Wagner  flog 
pizza.  The  classical  stuff  repels  hoods,  and  long-dead 
composers  don't  get  royalties. 

Classical  gas 


By  Joe  Queenan 

Whhn  Ludwig  van  Beethoven  was 
composing  his  Choral  Fantasy  in 
1808,  he  may  have  been  thinking 
about  man's  triumph  over  a  hostile 
universe.  Napoleon's  moral  failure  as 
the  heir  of  the  French  Revolution  or 
possibly  even  the  Kingdom  of  Bavar- 
ia. He  was  probably  not  thinking 
about  the  long-term  investment 
needs  of  Dean  Witter 's  clientele. 

And  you  can  bet  your  bottom  deut- 
sche  mark  Beethoven  never  expected 
his  majestic  Ninth  Symphony  to  turn 
up  in  a  commercial  for  Carefree  Su- 
garless Gum. 

Beethoven,  rumor  has  it,  was  not 
exactly  a  carefree  kind  of  e,uy.  And 


there  seems  to  be  no  historical  e 
dence  to  suggest  that  he  ever  chewi 
gum.  Paganini,  maybe;  Liszt,  mayj 
But  Beethoven?  No  way. 

Welcome  to  the  world  of  classij 
composers  making  the  Big  Pitch.  1 
idea  of  using  sublime  music  to  ha 
ordinary  commercial  products  is  r 
new:  Gioachino  Rossini's  Willi 
Tell  overture,  Johann  Pachelb< 
Canon  and  Pyotr  Il'yich  Tchaik 
sky's  1812  Overture  have  been  pc 
ping  up  all  over  the  place  for  ye; 
But  recently,  classical  music  has 
come  so  much  the  norm  in  T\'  adv| 
tising  that  it  runs  the  risk  of  becomj 
an  even  bigger  industry'  cliche  tij 


:  ubiquitous  Motown  sound  did  in 
:  past  decade. 

Consider:  Georges  Bizet  ("'March 
the  Toreadors,"  for  Federal  Ex- 
:ss);  Giuseppe  Verdi  ("La  Donna  e 
)bile/'  for  Lee  Jeans);  Sergey  Pro- 
Rev  {Romeo  and  Juliet,  for  Acura 
gend).  And  that's  just  a  partial  list. 
Vlany  of  the  spots  using  classical 
isic  are  really  quite  clever,  most 
tably  the  Nike  commercial  in  which 
oenix  Suns  superstar  and  1992-93 
\  Most  Valuable  Player  Charles 
■kle\'  camps  it  up  in  a  miniopera 
itled  TPje  Barkley  of  Seville. 
!n  some  cases  the  music  is  extraor- 
arily  appropriate — as  in  the  Beef 
iustry  Council's  use  of  Aaron  Cop- 
d's  "'Hoe  Down"  from  Rodeo  to 
'  its  down-home  product — beef 
rhe  notorious  libertine  Wolfgang 
iadeus  Mozart  would  probably  be 
iazed — though  not  necessarily  dis- 
used— to  learn  that  his  composi- 
hs  were  being  pumped  into  Victo- 
rs Secret  outlets  all  across  the  na- 
il to  entice  people  to  buy  sexy 
;erie. 

Conversely,  Antonio  Vivaldi  would 
bably  be  amazed  to  find  that  his 


music  is  being  used  to  keep  certain 
types  of  people  out  of  7-Elevens  in 
Portland,  Me. 

"A  14-year-old  hoodlum  doesn't 
like  classical  music,"  says  Michael  Ma- 
lone,  chief  executive  of  AEI  Music 
Network  Inc.,  a  Seattle  firm  that  pro- 
vides prerecorded  tapes  of  back- 
ground music.  "It's  not  cool,  so  kids 
don't  want  to  be  there." 

But  sometimes  things  can  get  a 
little  weird.  Whose  idea  was  it  to  use 
Richard  Wagner's  apocalyptic  Gbtter- 
ddmmenmjf  to  induce  fun-loving 
diners  to  visit  Pizza  Hut.'' 

Gotterddmmerung  is  about  venge- 
Ril  dwarfs,  self-immolating  prin- 
cesses, neurotic  water  fairies,  and 
good-looking  guys  who  unexpected- 
ly get  stabbed  in  the  back.  Is  this  any 
way  to  sell  pizzas,  with  or  without  the 
anchoviesi"  No  matter.  "Did  it  make 
you  laugh?"  asks  John  Trivers,  who, 
along  with  his  partner,  Elizabeth  My- 
ers, supplies  sophisticated  back- 
ground music  for  high-visibility  ads. 
"•Well,  if  it  made  you  laugh,  then  it 
was  appropriate." 

Making  you  laugh  is  not  the  usual 
aim.  Most  of  the  time,  advertisers 


select  this  type  of  music  because  they 
want  to  project  classiness  and  sophis- 
tication. "It  imposes  a  mood,  an  aura 
of  elegance,"  says  Trivers,  who  once 
did  a  Pizza  Hut  ad  for  Chiat/Day 
using  music  from  La  Boheme. 

It's  also  relatively  cheap.  Most  of 
the  great  classical  compositions  are  in 
the  public  domain.  "Beethoven's  easy 
to  negotiate  with,"  notes  Jimmy  Co- 
hen, a  creative  director  at  Bozell, 
Inc.'s  New  York  office:  "He  doesn't 
drive  a  hard  bargain."  Aretha  Frank- 
lin, on  the  other  hand,  does. 

Just  buying  the  rights  to  use  "Re- 
spect," written  by  Otis  Redding,  for 
instance,  is  going  to  cost  around 
$100,000  to  $200,000.  Plus  hun- 
dreds of  thousands  more  if  you  also 
want  to  buy  the  rights  to  Franklin's 
performance  of  the  song. 

Advertisers  can  flirther  slash  their 
costs  by  commissioning  a  new  record- 
ing of  a  piece  of  music,  thus  avoiding 
the  expense  of  paying,  say,  the  Cleve- 
land Orchestra  or  the  Berlin  Philhar- 
monic Orchestra — as  well  as  record- 
ing labels — for  the  rights  to  a  record- 
ing of  Beethoven's  Ninth  Symphony. 

Advertisers  shun  certain  compos- 
ers. The  no-show  list  includes  the 
great  French  composers  Claude  De- 
bussy and  Maurice  Ravel,  whose  mu- 
sic is  generally  thought  to  be  quite 
delicate  and  sweet.  "When  advertisers 
listen  to  Debussy  and  Ravel,  they  hear 
faiiy  dust,"  says  Myers. 

Or  the  voice  of  God.  According  to 
Trivers,  when  Nissan  used  Mozart's 
Alleluia  a  few  years  ago,  the  company 
got  a  letter  from  a  lady  in  Mississippi, 
saying,  "How  dare  you  use  religious 
music  to  sell  cars!"  Trivers  says  Nissan 
pulled  the  spot — even  though  it  re- 
ceived only  a  few  letters.  "The  piece 
was  originally  scored  for  a  castrato," 
says  Trivers.  "And  that's  what  we 
accused  the  advertiser  of  being." 

Will  the  fad  fade?  "We  are  definitely 
at  the  peak  of  the  bell  curve  right 
now,"  says  Trivers.  "Classical  music 
has  been  so  overused  that  it's  starting 
to  lose  its  impact."  Maybe  so,  but  the 
use  of  music  in  commercials  has  a  long 
history,  tracing  back  to  the  singing 
commercials  of  early  radio. 

Incidentally,  Wagner  became  a 
vegetarian,  so  to  avoid  needless  iro- 
nies, the  Beef  Industry  Council 
should  probably  stick  to  Aaron  Cop- 
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A  close  brush  with  a  raider  drove  management 
at  Australia's  giant  Broken  Hill 
Proprietary  Co.  to  get  tough— and  smart- 
to  the  enormous  benefit  of  everyone. 

Wake  up,  mate 


By  James  R.  Norman 

A  DECADE  AGO  Australian  wheeler- 
dealer  Robert  Holmes  a  Court  set  his 
sights  on  Australia's  biggest  compa- 
ny, Broken  Hill  Proprietary  Co.  Ltd. 
In  its  main  line  of  work,  making  steel, 
BHP  was  an  inefficient  producer  whose 
workers  figured  they  owned  their  jobs 
for  life;  management  thought  it  had 


plenty  of  time  to  change  this  view.  But 
Holmes  a  Court  figured  that  l5Hr 
could  rapidly  be  made  more  effi- 
cient— and,  even  if  it  couldn't,  that  it 
was  still  a  treasure  house  of  underval- 
ued oil  and  mineral  holdings. 

Holmes  a  C'ourt  was  right,  but  bhp 
slipped  from  his  grasp.  With  the  1987 


BHP's  managing  director  and  chief  executive,  Jolin  Prescott 
Broken  Hill's  chastened  management  is  wiser,  nimbler. 


stock  market  crash,  the  Icveraj 
raider  suddenly  needed  cash,  and  I 
was  able  to  buy  out  his  29%  stake 
nearly  $2  billion. 

At  some  companies,  managem 
and  workers  would  have  uncorked 
champagne,  toasted  the  raider  ad 
and  then  returned  to  their  old  wj 
Happily,  this  was  not  the  case  at  B 
Under  Chief  Executive  John  Pt 
cott,  53,  an  ex-labor  negotiator, 
his  predecessor,  Brian  Loton,  w 
remains  chairman,  bhp  has  dom 
complete  turnaround.  Last  year 
company  earned  some  $900  ii 
lion — a  fivefold  increase  over  198 
profits — on  revenues  of  $12  billi' 
Traded  mainly  in  Sydney,  with  ai 
on  the  New  York  Stock  Exchan 
BHP's  stock  has  almost  trebled  sii 
the  Holmes  a  Court  buyout. 

To  see  how  Prescott  and  his  tc 
accomplished  this  miracle,  look 
BHP's  sprawling  Port  Kembla  stt 
works,  south  of  Sydney.  In  1982  P 
Kembla  employed  22,000  worki 
who  turned  out  4  million  tons  of  si 
a  year,  two-thirds  of  bhp's  total  si 
production.  At  nearly  200  tons 
worker.  Port  Kembla  was  one  of 
world's  least  efficient  mills.  But  w 
prodding  from  the  Australian  go\'c 
ment,  in  the  early  1980s  the  unii 
agreed  to  give  up  decades-old  w 
rules  that  had  long  hobbled  prod 
tivity,  if  management  would  rein\ 
in  its  steel  plants.  Eventually  li 
plowed  back  some  $1.5  billion,  w 
almost  half  of  that  going  to  V 
Kembla,  for  new  continuous  cast 
and  automated  rolling  mills. 

The  government  chipped  in,  t 
with  some  $80  million  in  subsidies! 
bhp's  customers. 

Results:  Port  Kembla  today  si" 
slighth'  more  steel  than  in  1982, 
with  one-third  as  much  labor.  1 
year  bhp's  steelmaking  operati 
earned  $225  million,  making  it  om 
the  few  big  steelmakers  to  operato 
the  black. 

Considering  bhp's  huge  inv 
inent,  that's  still  a  meager  reti: 
''Steel  is  a  business  that  absorbs  lot 
capital  just  to  stand  still,"  says  Pi 
cott,  who  ran  the  steel  operation  fr 
1987  to  1991 .  In  tact,  he  continue 
invest  almost  $500  million  a  yeai 
steel.  Partly  that's  to  add  process 
plants  in  Southeast  Asia  to  stake  i 
market  share  ahead  of  the  Japan 
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TEMPLK  I  ON  GROWTH  FUND 


Think  Bm 


Templeton  Growth  Fund  aims  for  capital  growth  by 
investing  in  stocks  and  debt  obHgations  of  companies 
and  governments  of  any  nation. 

Templeton  follows  a  disciplined  strategy  in  searching 
worldwide  for  undervalued  stocks.  In  the  case  of  the 
Templeton  Growth  Fund,  the  results  have  been 
rewarding. 


$1,844,602 

Total  value  of 
investment  6/30/93 


Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($541,151). 

Value  of  shares  initially  acquired 
($456,165)  plus  shares  accepted  as 
capital  gains  distributions  ($847,286). 


$10,000 

Cost  of  investment 
1 1/29/54 


11,000,000 


;  100.000 


$10,000 


12/55 


Call  your  investment  advisor 
or  Templeton  today. 

1-800-342-FUND  Ext.  9273 


The  1-,  5-  and  10-year  average  annual  total  returns  were  t.l  %  11.3^- 

and  13.1^,  respectively.  Returns  for  the  period  ended  6/30/93  include  the 
maximum  5.75%  sales  charge  and  assume  reinvestment  of  dividends  and  capital 
gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  .so 
that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original 
cost.  Past  performance  cannot  guarantee  future  results.  Prior  to  July  I,  1992, 
fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total  return 
would  have  been  somewhat  less  than  noted  above.  There  are  special  risk  con- 
siderations associated  with  foreign  investing. 


Franklin/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 


Yes!  I  would  like  a  free  prospectus  containing 
more  complete  information  on  the  Templeton  Growth 
Fund,  including  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder. 


FOB93 


Name 


Address 


City/State/Zip  _ 
Daytime  Phone 


WORLDWIDE 

Member  $101  Billion  Franklin/Templeton  Group 


Broken  Hill 


Chile's  Escondida 
mine  (left)  and 
the  Ravenspurn 
platform  in  the  North 
Sea  (below) 
Escondida  has 
put  BHP  in  the  top 
ranks  of  copper 
producers.  Rising 
oil  and  gas  out- 
put may  soon  rival 
Phillips  and 
Unocal. 


and  Koreans.  HHP  also  bought  and 
turned  around  New  Zealand  Steel — 
now  the  world's  lowest-cost  integrat- 
ed producer  at  $175  a  ton. 

The  upside  leverage  could  make 
that  investment  look  veiy  smart.  After 
a  three-year  slide,  steel  prices  are  ris- 
ing. Thanks  to  the  weak  Aussie  dollar 
and  rising  demand  across  southern 
Asia,  BHP's  tonnage  was  up  14%  in  the 
latest  quarter.  That's  the  highest  level 
of  shipments  since  1981 — despite  a 
new  25%  U.S.  antidumping  dut)'. 
Crows  Prescott:  "We  are  at  capacit)' 
with  the  world  in  recession." 

Good  as  steel  has  become,  howev- 
er, the  company's  real  growth  engine 
is  oil  and  gas.  BHP  gets  one-third  of  its 
$3-billion-a-year  cash  flow  from  its 
50%  stake  in  the  Bass  Strait  field,  off 
Melbourne.  Prescott  and  bhp  Petro- 
leum Chief  Executive  Peter  Willcox, 
who  joined  bhp  in  1986  from  Amoco, 


have  used  that  Bass  Strait  cash  to  buy 
into  lucrative  oil  plays  in  places  like 
the  South  China  Sea  off  the  southeast 
coast  of  Vietnam,  and  in  the  North 
Sea,  off  the  U.K.  coast. 

With  more  than  $3  billion  of  ener- 
gy projects  now  under  wav,  analysts 
say  BHP's  oil  profits  should  nearly 
double,  to  more  than  $600  million,  in 
three  years.  If  those  predictions  hold 
water,  then  BHP  is  today  the  world's 
fastest-growing  oil  major.  Says  Will- 
cox: "We've  been  more  successful 
than  we  could  ever  hope." 

Like  all  good  oilmen,  Willcox  is  a 
risk  taker,  but  a  cautious  one.  He  is 
waiy  of  costly  frontier  exploration, 
and  shuns  bidding  against  other  com- 
panies. So  in  recent  years  bhp  has 
pulled  back  to  areas  its  geologists 
kjiow  well,  and  where  Willcox  thinks 
it  has  an  edge — for  example,  offshore 
Australia  in  the  Bass  Strait,  the  North 


West  Shelf  and  the  Timor  Sea. 
Willcox  will  sell  reserves  if  the  pn 
right.  He  recently  sold  70%  of  b  < 
U.S.  properties  for  $101   mill  J 
"Our  mission  is  to  create  wealth,] 
says,  "not  maintain  reserves." 

bhp  also  wants  to  move  do 
stream   in  energy.  Normally, 
would  mean  investing  in  refining 
marketing  assets.  But  after  the  di 
pointing  acquisition  of  Hawaii's 
cific  Resources  Inc.  in  1989,  BHr 
stead  is  thinking  about  building 
fired    electric    power  plants 
pipelines  around  Australia  and  vSci 
east  Asia.  Such  investments  wt 
greatly  enhance  the  \'alue  of  the  C( 
pany's  vast  gas  reserves,  mostly  siti 
ed  in  Australia. 

Another  growth  area  at  the  coir 
ny  is  mining — a  handmaiden  of  Bll 
integrated  steel  operations.  Ami 
the  world's  mining  outfits  bhp  ra| 
third  in  iron  ore,  fourth  in  coal  i 
manganese.  Its  $1.7  billion  pure! 
of  coal  producer  Utah  Internatic 
from  General  Electric  in  1984  ; 
pushed  BHP  to  second  place  in  cop| 
thanks  to  what  turned  out  to  b 
phenomenally  rich  deposit  in  CI 
Last  year  mineral  production 
counted  for  more  than  half  of 
$900  million  net  income. 

Now  BHP  trolls  for  a  billion -do 
merger  to  bolster  its  stake  in  g( 
zinc  or  other  metals.  A  feeler  to  An 
from  BHP  may  even  ha\'e  sparked 
pending  Amax-Cyprus  merger.  B 
won't  say  if  it  made  such  an  overti) 
but  Prescott  does  offer  a  clear,  confl 
goal  for  BHP:  "To  be  the  world's  bi 
resource  company." 

There  is  one  unpleasant  piece| 
unfinished  business  from  Holme 
Court's  takeover  attempt.  To  bid 
him,  a  desperate  bhp  board  swapf] 
stock  with  another  Aussie  raider,  Jo| 
Elliott.  But  then  Elliott  also  ran  out 
money,  leaving  bhp  with  a  pile  of  dJ 
and  a  stake  in  Elliott's  Foster's  b 
empire — which  needed  a  $1 .6  billij 
infusion  from  BHP. 
■  Now  37%  owned  b\'  bhp,  Foster'! 
turning  around  (Forbhs,  Feb.  15),  b 
BHP  still  has  a  paper  loss  of  $2! 
million  that  will  take  years  to  recoil 
But  you  could  argue  that's  a  mod| 
price  to  pay  for  sending  a  clarion  C 
to  BHP's  management  and  unions 
get  their  act  together,  or  have  it  go 
ten  together  for  them.  I 
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The  special  ingredient  that 
makes  a       medicine  better: 

You. 


Even  the  best  drugs  depend  on  your 
remembering  to  follow  your  doctor's  dos- 
ing instructions.  This  is  especially  impor- 
tant with  conditions  like  high  blood  pres- 
sure or  diabetes,  which  don't  have  obvious 
symptoms  like  pain  or  fever  to  remind  you 
to  take  your  medicine  as  directed. 

Now,  Pfizer  has  made  it  a  little  easier  to 
remember... 

Carry  ^jree  pocket 
record  of  your 
medications 

Become  actively  involved  in  your  health- 
care. One  way:  Carry  a  record  of  your  med- 
ical information,  including  the  prescription 
and  non-prescription  drugs  you  take.  When 
you  visit  a  physician  or  fill  a  prescription, 
bring  this  record.  Your  doctor  or  pharma- 


cist can  add  new  information. 

We'd  like  to  give  you  a  pocket-sized 
Personal  Medical  Data  card  with  space  to 
list  all  your  medications.  Please  send 
your  request,  along  with  a  self- addressed 
envelope,  to  Pfizer,  P.O.  Box  1608, 
West  Caldwell,  NJ  07007. 

Effective  treatment  takes  a  team  effort 

Often,  therapeutic  success  depends  on  a 
partnership  between  your  doctor,  your 
pharmacist,  and  the  people  who  make  your 
medications. 

Plus  —  above  all  —  you. 

Obtaining  a  Personal  Medical  Data  card 
can  be  an  important  first  step  in  becoming 
an  active  partner  in  your  healthcare. 

And  stay  in  touch  with  your  doctor. 
Open  lines  of  communication  make  it  easier 
for  him  or  her  to  fine-tune  your  treatment 
regimen  so  that  it  produces  the  best  results 
possible. 


Amessage  in  the  interest  of  better  health 
Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE™ 


How  does  Prodigy  manage  to  lose  $1  billion  while 
America  Online  and  CompuServe  both  make  good 
money  in  the  same  line  of  business? 

The  first 
shall  be  last 


By  Nikhil  Hutheesing 

It  is  taken  as  gospel  among  corpo 
rate  strategists  that  the  way  to  succeed 
is  to  have  a  ciominant  market  share  in 
each  of  your  lines  of  business.  If  you 
can't  be  number  one,  or  at  least  a  close 
second,  then  dump  the  division  and 
redeploy  the  capital  elsewhere. 

It  ain't  necessarily  so.  Consider  the 
stumbling  at  Prodigy  Ser\'ices  Co., 
which  set  out  to  be  the  dominant 
supplier  of  on-line  data  to  the  home. 
Founded  nine  years  ago,  Prodigy  has 
I  million  subscriber  households,  2 
million  users,  800  databases — and 
about  $1  billion  of  cumulative  losses. 
For  all  the  capital  that  its  joint  owners, 
IBM  and  Sears,  Roebuck,  have  lavished 
on  it.  Prodigy  will  probably  lose 
around  another  S30  million  this  year 
on  estimated  revenues  of  $200  mil- 
lion, says  John  Tinker,  an  analyst  at 
Furman  Selz  Inc. 

Other  entries  in  the  on-line  service 
business  have  been  running  circles 
around  Prodig)'.  h&r  Block's  Com- 
puSerx'e  Inc.  made  $74  million  pretax 
on  sales  of  $315  million  for  its  1993 
fiscal  year.  America  Online  Inc. 
earned  $3  million  (before  extraordi- 
nar\'  items)  on  sales  of  $40  million  in 
fiscal  1993,  and  its  stock  has  quintu- 
pled since  the  March  1992  initial 
public  offering. 

What  went  wrong  at  Prodigy? 
Blame  its  mass  market  approach.  It 
wanted  to  be  big,  and  the  way  to  be 
big  was  to  be  Ever\'man's  data  service. 
That  meant  selling  computerized  in- 
formation— news  and  reference  ma- 
terials and  brokerage  and  airline  ser- 
vices— to  hundreds  of  thousands  of 
families  that  weren't  already  in  love 
with  computers.  They  had  to  be  edu- 
cated, they  had  to  be  cajoled,  to  the 
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tune  of  $30  million  a  year  in  televis 
ads,  money- back  guarantees  and  fi 
bies  for  new  computer  buyers. 

The  smaller  firms  let  Prodigy  e 
cate  the  public  about  why  ever\'b 
had  to  have  a  modem.  They  t 
moved  in  to  create  more  t.i 
audiences.  CompuServe,  chargi 
premium  for  must-have  data,  w 
after  the  business  user:  the  Wall 
analyst  who  thinks  nothing  of  spe 
ing  $1,000  a  month  fetching  finan 
profiles,  or  the  doctor  who  will  gk 
pay  $26  an  hour  to  check  on  the 
effects  of  the  antiallergx'  drug  Selda 
America  Online  went  after  home 


argc 


in 


Sti 


^lu)  were  already  coiiiloriable 
computers  and  connected  to 
il  lairs  as  the  Star  Trek  fan  club  or 
lodenied  \  ersion  of  the  C'hicajjo 

inc. 

)i.ligy's  first  chief  executive, 
dore  Papes,  came  from  a  mar- 
u,  and  finance  career  at  IRM.  His 

:  ssor.  President  Ross  Glatzer,  is  a 
cling  veteran  from  Sears.  Maybe 
I  at  selling  vacuum  cleaners  and 

:  )Liters  than  on  line  computer 
;es,  the  executives  at  Prodigy 
;  some  flawed  technological  de- 
is.  C>ompuServe  and  America 
le  both  ofier  systems  compatible 


Prodigy's  new  head 
of  marketing,  Scott 
Kurnit,  with  Ross 
Glatzer,  president 
Are  baseball 
fans  going  to  want 
a  data  retrieval 
service? 


with  Microsoft's  Windows  operating 
system;  the  Windows  version  of  Prod 
ig)'  is  still  a  month  a\\'ay. 

Prodigy  delivers  fancier  graphics, 
says  Joshua  Hairis,  president  of 
emerging  technology  research  firm 
Jupiter  Communications,  but  it's 
usually  slower  than  the  competition 
in  delivering  useful  information.  Bul- 
letin boards  on  Prt)digy  are  noticeably 
slow  in  retrie\  ing  files. 

Prodigy,  but  not  the  others,  runs 
irksome  ads  along  the  bottom  of  the 
screen. 

Then  there's  the  matter  of  price. 
For  years  l^rodigy  offered  all  -you-can- 
use  connections  at  a  flat  $10  (now 
$15)  a  month.  But  it  couldn't  afford 
such  a  rate  schedule  indefinitely. 
When  Prodigy  announced  a  price  in- 
crease in  April,  tacking  on  hourly 
surcharges  for  such  popular  ser\  ices  as 
Dow  Jones  news  retrieval  and  airline 
reservations,  America  Online  re- 
sponded with  a  price  cut.  Its  base  rate 
is  now  $10  for  the  first  five  hours  of 
usage  a  month. 

The  upshot  of  all  this  is  that  Prodi- 
gy has  lost  5%  of  its  subscribers  in  the 
past  six  months,  according  to  Infor- 
mation &  Interactive  Services  Report, 
while  CompuServe  has  gained  16% 
and  America  Online  59%.  More  com- 
petition is  on  the  way.  Rupert  Mur- 
doch's News  Corp.  just  bought  Del 
phi  Internet  Services,  Inc.  in  order  to 
claim  a  stake  in  the  industry. 

What  are  Sears  and  IBM  going  to  do 
about  all  this?  They  are  probably  not 
about  to  walk  away  from  a  market  that 
is  already  worth  around  $800  million 
a  year  and  is  growing  at  25%  annually. 
But  they  are  making  some  drastic 
changes. 

The  first  was  to  lighten  the  payroll. 
In  January  Glatzer  fired  250  of  his 
1,000  employees.  Next,  he  began 
moving  into  some  of  the  specialized 
markets  that  his  competitors  are 
cleaning  up  on:  He  beat  out  America 
Online  to  get  agreements  to  distrib- 
ute electronic  versions  of  Times  Mir- 
ror Co.'s  newspapers  (in  Los  Angeles, 
Baltimore  and  other  cities).  This 
product  is  less  than  dazzling — the 
user  has  to  scroll  through  used  car  ads 
one  at  a  time  because  there  is  no  way 
to  search  them  by  make  or  mileage — 
but  at  least  it  saves  trees. 

In  May  Prodigy  made  a  deal  with 
ImagiNation  Network,  an  on-line 


game  system.  Prodigy  users  will  be 
able  to  access  games  and  play  them 
with  others  around  the  country. 

Glatzer  has  recruited  Scott  Kurnit 
as  a  new  executive  vice  president  of 
products,  marketing  and  develop- 
ment. Kurnit  knew  little  about  com- 
puters but  a  lot  about  selling  new 
media  to  the  masses:  He  was  a  pioneer 
in  pay-per-view  TV,  at  Viacom's 
Showtime  Networks  and  elsewhere. 

So  now  Kurnit  is  trying  to  create  a 
new  market  among  television  watch- 
ers, who  are  considerablv  more  nu- 
merous than  personal  computer  own- 
ers. Kurnit  wants  Prodigy  to  be  a 
national  interactive  add-on  for  cable 
television  shows.  For  this  service, 
which  could  be  available  on  some 
cable  systems  as  early  as  mid- 1994, 
you  won't  need  a  personal  computer; 
instead,  you  can  buy  or  rent  a  cheaper 
piece  of  hardware  from  your  local 
cable  operator  that  will  turn  your 
television  into  something  close  to  a 
multitasking  computer  screen.  Nor 
will  the  connection  tie  up  a  telephone 
line;  instead,  it  will  piggyback  on  ex- 
isting cable  television  wiring. 

What  will  it  do  for  you?  Say  you  are 
watching  a  baseball  game  on  rv.  You 
want  to  get  statistics  on  the  batter. 
Just  use  the  remote  control  to  pull  up 
the  batter's  lifetime  average  from  a 
Prodigy  mainframe  computer.  Or,  if 
you  can't  enjoy  the  game  because 
you're  worried  about  your  invest- 
ments, pull  up  a  stock  ciuote  and  even 
purchase  shares  without  leaving  the 
game  in  progress. 

Prodigy's  costly  investment  in  re- 
gional computer  centers  might,  just 
might,  pay  for  itself  if  such  new  ser- 
vices catch  on.  Says  Kurnit,  "We  can 
take  the  infrastructure  we  have  built 
and  leverage  it  so  that  the  first  [inter- 
active] cable  customer  will  be  our  2 
millionth  and  first  customer,  not 
someone  else's  first  customer." 

But  will  Kurnit's  Prodigy  i  v  be- 
come reality?  There  are  plenty  of 
skeptics.  John  Bringenberg,  manager 
of  strategic  planning  at  cable  giant 
Tele-C]ommunications,  Inc.,  says,  'T 
have  been  in  meetings  with  Prodigy, 
but  it's  not  clear  to  us  that  the  average 
couch  potato  has  any  interest  in  this." 

Prodigy  Services  can  be  saved,  and 
probably  will  be.  But  it  won't  be  easy, 
and  its  size  has  yet  to  prove  a  strategic 
advantage.  Hi 


s  ■  October  25,  1993 


221 


In  an  information  age,  the  biggest  business  information 
company  ought  to  be  cleaning  up,  not  constantly 
redefining  itself.  What's  wrong  at  Dun  &  Bradstreet? 

Information, 


please 


By  Jeffrey  Young 

Look  at  the  raw  Financials  for  Dun 
&  Bradstreet,  the  $4.8  billion  (1992 
sales)  data  powerhouse  currently 
based  in  New  York,  and  it's  iiard  to 
find  fault.  The  company  is  debt-free, 
has  an  enviable  26%  return  on  equity, 
has  better  than  doubled  earnings  per 
share  over  the  past  decade. 

And  yet — something  isn't  quite 
right,  and  you  can  see  it  in  the  foot- 
notes to  the  financial  statements, 
which  are  choked  with  references  to 
writeoffs,  restructuring  charges  and 
discontinued  operations.  These  refer- 
ences speak  eloquently,  if  quiedy,  of  a 
company  that  isn't  really  sure  where  it 
is  going  or  how  to  get  there. 

Dun  &  Bradstreet  nishes  into  com- 
puter software,  then  discovers  too  late 
that  the  fate  of  this  business  is  tied  to 
the  declining  mainframe.  It  invests 
heavily  in  financial  databases,  loses 
ground  to  nimbler  firms  like  Bloom- 
berg and  Reuters,  and  puts  the  busi- 
ness on  the  auction  block. 

It  buys  yellow-page  publishers, 
changes  its  mind,  then  sells  them.  In 
the  last  decade  D&B  has  acquired  at 
least  70  companies  and  divested  at 
least  25.  That's  a  lot  of  management 
time  and  investment  banking  fees 
spent  on  acquiring  business,  not 
building  it. 

D&B  has  been  masterful  at  covering 
its  mistakes.  Thus,  a  $752  million 
profit  on  the  sale  of  Official  Airline 
Guides  in  1988  almost  covered  $784 
million  of  expenses  associated  with 
consolidations,  downsizings  and  the 
shutdowns  of  an  assortment  of  prod- 
uct lines.  Selling  some  T\'  stations  in 
1984  provided  more  than  enough 
capital  gain  to  erase  the  effect  of 
folding  the  computer  timesharing 


Dun  &  Bradstreet  main  office  in  Manhattan 
One  more  restructuring:  It's  moving 
to  Connecticut. 


business  it  bought  a  few  years  earlier. 
Gain  on  the  1986  sale  o( Datamation 
and  some  other  trade  magazines  was 
almost  enough  to  cover  the  $251 
million  cost  of  dumping  workers  and 
closing  down  or  moving  offices. 

In  each  of  these  cases,  however, 
D&B  parted  with  a  valuable,  cash- 
producing  business.  What  happens 
when  an  asset  churner  like  this  runs 
out  of  capital  gains?  Dun  &  Bradstreet 
may  be  scraping  the  barrel  already. 
Apart  from  its  historical  core,  152- 
year-old  business  of  providing  credit 
reports  on  businesses,  and  its  very' 
profitable  Moody's  bond  rating  ser- 
vice, there  are  precious  few  companies 
left  to  sell  on  which  it  could  report  a 
big  gain. 

Thanks  to  a  heavy  calendar  of  bond 


refinancings,  Moody's  is  rakinj 
enough  profits  to  take  up  the  s 
elsewhere.  Thus,  D&B  was  abU 
report  a  net  of  $554  million  last ) 
up  9%  from  the  year  before,  and  ai 
earnings  gain  (before  one-time 
counting  charges)  on  slightly  redi 
revenue  in  the  first  half  of  V. 
When  bond  issuers  are  done 
their  refinancings,  though,  this  sp 
will  taper  off 

Analyzed  closely.  Dun  &  B 
street  appears  to  be  a  company 
had  tremendous  opportunities 
didn't  know  v\'hat  to  do  with  th 
Who  could  ever  duplicate  d&b's  c 
it-rating  database  of  30  million  b 
messes  across  the  globe,  or  the  ca 
of  that  oft-heard  "Let's  pull  a  Du 
Bradstreet  on  them"?  Who  wouh 
better  positioned  to  package  anc 
package  data  in  different  forms  tin 
data  conglomerate  like  this  one? 

"d&B  had  it  all,"  muses  St<) 
Sieck,  vice  president  of  electronic! 
vices  at  Link  Resources,  a  mal 
research  firm  specializing  in  infer 
tion  services.  "They  could  ha\'e  o 
bined  insights  from  credit  rep 
ing — an  early  warning  system 
haps,  based  on  something 
increases  in  days  to  pay — with  iiK 
try  and  securities  data,  and  wov< 
into  a  must-have  database  of  S( 
kind.  But  they  missed  it  complete 

Data  processing  lies  at  the  heart 
company  selling  business  data,  so 
ought  to  be  a  natural  in  selling  o 
puter  services — or  so  its  mana 
evidendy  reasoned  in  shelling 
$160  million  in  1979  to  buy  com) 
er  timesharer  National  c;ss.  But  ti 
sharing  soon  died,  and  D&B  all 
folded  the  operation. 

It  didn't  fare  much  better  \vitli 
$350-million-plus  it  spent  in 
1980s  on  two  mainframe  sofh 
firms,  McCormack  &  Dodge 
Management  Science  America.  A 
last  year's  restructuring  charge,  n 
software  business  was  in  the  red. 

D&B  President  Robert  Weissi 
declined  to  be  interv  iewed,  but  i 
fair  assumption  that  shutting  d( 
the  software  operation  would  be  t 
damaging  to  the  balance  sheet 
personally  painftil  for  him.  Weissn 
who  takes  over  as  chief  executive 
1 ,  is,  after  all,  a  computer  man,  ha' 
come  to  D&B  14  years  ago  from  th( 
fated  National  CSS. 
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)emiconduct'ors  •  Integrored  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors  B 


)NE  IDEA  HAS  EARNED  US  SMPS  has  become  the  foundation  of  our  entire 

ADDUnVAl   r\/FDY\k/UFDF  W/F  compony  Heodquorte  ed  ntheUS  A 

n  ArrrvUVAL  LVLm  WnLnL  WL  \3\J.  Motorola  now  has  moethon  105000 
iployees  around  the  globe  dedicated  to  the  endless  pursuit  of  perfection  in  everything  we  moi^e  and  everything  we  do. 
jether  with  those  who  hove  chosen  our  products,  they  hove  helped  moke  us  o  world  leoder  in  wireless  comnnuni- 
ions,  semiconductor  technology  and  advanced  electronics.  Clearly  quality  is  one  ideo  that  knows  no  boundaries. 


®  and  Moforolo  ore  registered  trademarks  ot  Motorolo,  Inc.  ©  1993  Motorola,  Inc. 


For  an  idea  of  how  much 
color  copier  experience  we  ha\ 

push  this  12  billion  times. 


If  the  competition  wants  to  match  Canon's 
level  of  color  copier  experience,  they'd 
better  start  pushing.  Since  1987,  when  Canon 
introduced  the  world's  first  Color  Laser  Copier, 
our  copiers  have  made  a  whopping  one  billion, 
two  hundred  million  color  copies. 

But  quantity  alone  hasn't  made  Canon  the 
unsurpassed  leader  in  color  copiers  for  six 


consecutive  years.  Just  as  important  is 
Canon's  unsurpassed  quality. 

Today,  Canon  makes  the  most  technc 
ically  sophisticated  color  copiers  availal 
With  features  like  an  incredibly  brillian 
400  DPI  (dots  per  inch)  resolution.  And 
color  gradations  that  can  produce  a  mind-bog 
16.7  million  colors. 


«V;^^  Official  Copier  of 
WorldCupUSm 


n  ion  color  copiers  can  even  be  connected  to  your 
Iter.  So  powerful,  eye-catching 
graphics  can  be  added  to  any  -^^^^^^ 
'ss  presentation  or  other        ,       i  r  ^  K^ 

tant  documents.  p  '  

id  because  different  work 


)nments  have  different  needs,  Canon 

a  choice  of  color  copier  solutions.  Whether  your 


requirements  are  small,  medium,  large,  or  even  extra 
large,  we  have  a  copier  designed  to  fit  your  business. 
So  if  you  want  the  quality  that  only  a 
company  with  over  a  billion  copies 
of  color  experience  can  offer,  start 
pushing:  1-800-OK-CANON.  We'll 
rush  you  a  free  Color  Solutions  guide  with 
even  more  reasons  to  choose  Canon. 


Canon 


COMin^mtS/COMMUNICATIONS 


Vinod  Gupta  of 
American  Business 
Information 
People  used  to 
pulling  a  D&B  may 
someday  pull 
an  ABI. 


Mary  Madden  of 
Information  America 
A  D&B  customer 
becomes  a  D&B 
competitor. 


D&b's  last  two  big  acquisitions  arc 
A.C].  Nielsen,  the  firm  that  tracks 
grocery  sales  and  rv  ratings,  for  w  hich 
DSiK  pan-l  .SI  .3  billion,  and  IMS  hiter 
national,  a  prescription  drug  market- 
ing database,  for  which  it  paid  $1.7 
billion.  Both  are  on  the  defensive. 

Nielsen,  acquired  in  1984,  is  losing 
ground  to  Information  Resources, 
Inc.  (F01U5ES,  Apr.  27,  1992).  IRI  is 
doing  a  better  job  of  making  captured 
computerized  checkout  scanner  data 
more  useful  to  its  customers,  says  Jack 
HonomichI,  a  publisher  of  an  indus- 
tr)'  newsletter.  First  half  1993  reve- 
nues for  Nielsen  were  Hat,  while  IRI 
reported  a  24%  increase. 

IMS  was  acquired  in  1988  for  28 


times  1987  earnings.  It  ct)llects  data 
on  drug  sales  by  tracking  warehouses, 
distributors,  pharmacies  and  doctors. 

Hareily  was  the  ink  dry  on  the  deal 
when  IMS  suddenly  had  a  new  com- 
petitor. An  IMS  founder  and  two  of  its 
senior  executi\'es  launched  a  new  data 
service.  Pharmaceutical  Marketing 
Services  Inc.  This  company  makes  use 
of  a  database  generated  directly  from 
retail  pharmacy  prescription  sales  and 
physician  surveys.  It  focuses  on  mi- 
cromarketing — helping  manufactiir 
ers  target  specific  doctors  who  are 
most  likely  to  write  prescriptions  for 
their  drugs. 

rhe  score.^  IMS'  revenues  were  up 
15%  in  1992,  to  $586  million;  the 


upstart's  rose  47%,  to  $88  millior 
Together,  Nielsen  and  IMS  mak( 
d&b's  "'marketing  information  sc 
ces"  segment,  whose  operating 
come  last  year  (earnings  before  an 
tization,  corporate  o\erhead  and 
es)  was  a  disappointing  $257  mil 
after  a  restructuring  expense,  off 
from  the  year  before.  A  combinec 
billion  is  a  lot  to  pay  for  sue 
segment. 

What  about  the  core  credit  rep 
ing  service?  It  is  no  more  impregn; 
to  upstart  competitors  than  Nic 
or  IMS. 

Vinod  Gupta  runs  American  B 
ness  Information,  Inc.,  of  Om; 
Nebr.  This  little  firm  saw  its  rever 
rise  1 7%  last  year,  to  $48  million. ' 
took  every  yellow-pages  book  in 
country,'"  Gupta  says,  "and  ent( 
all  the  business  names  into  our 
tern.  Once  a  year  we  call  e\ery  on( 
and  verify  essential  information 
now  have  over  10  million  compa, 
on  file.  Through  an  arrangement  \ 
IRVV,  we  can  proxide  a  credit  rej 
when  you're  on  line,  or  by  fa.\,  o: 
phone  if  you  call  in.  We've  add( 
news  service,  too." 

Maiy  Madden  is  president  of 
million  (sales)  Information  Ame 
in  Atlanta.  Her  firm  delixers  pu 
record  information — suits,  ju 
menls,  liens — to  attorneys  and  oti 
invoked  in  commercial  transacti< 
As  part  of  her  .service  she  decide 
would  be  smart  to  offer  additic 
corporate  background  informat 
and  struck  a  deal  with  Dun  &  Bi 
street  to  let  her  resell  its  data. 

Instantly  she  was  a  Dim  &  Bi 
street  competitt)r  as  well  as  a  cust( 
er.  She  simply  added  a  prompt  to 
onscreen  window  that  would  ap[ 
when  a  customer  was  searching  fi 
company,  offering  a  d&b  report  w 
the  information  was  live  and  wan 
"Even  though  n&B  has  a  big,  dedi 
ed,  legal  sales  force,  we  quickly 
came  one  of  their  largest  seller 
business  background  information 
the  legal  profession,"  she  says. 

You  couldn't  say  that  n&B  is  a  f 
in  trouble.  It  remains  well  capitalii 
and  very  profitable.  But  you  could 
that  it  is  a  firm  not  living  up  to 
potential.  In  a  world  of  last  chanu 
technology  and  hungiy  entre| 
neurs,  not  living  up  to  your  poter 
is  a  form  of  dying. 
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CA90S 


In  the  land  of  plenty,  one  company  is 
leading  the  fight  against  fat. 

Through  more  than  600  weight 
loss  centres  across  North  America, 
Jenny  Craig,  Inc.  helps  hundreds  of 
thousands  learn  how  to  lead  health- 
ier, happier  lives. 

Getting  them  the  right  food  is 
half  the  battle  and  that's  what  keeps 
VP  of  IS,  Lee  Rizio's  plate 
full.  "We  can't  afford  to 
ever  run  out  of  food  in 
our  centres.  Our  clients 
are  counting  on  us." 
Which  is  why  Jenny  Craig 
designed  a  fail-safe  approach:  An 
innovative  cooperative-processing 
system  that  connects  thousands  of 
PCs  on  a  Novell  network  to  an 
AS/400  running  CA-PRMS"  financial 
and  distribution  software. 

"CA  software  helps  us  make 
sure  the  right  food  gets  to  the  right 
place  at  the  right  time.  We  never 
miss."  And  Rizio  rates  CA  product 
quality  and  support  as  "One  of  the 
best  in  the 
business." 

Which  for 
his  business 
makes  a  big 
difference. 
Because  for 
Jenny  Craig, 
software  isn't 
just  a  part  of 


Lee  Rizio,  VP  of  IS,  helps  Jenny  Craig 
Weight  Loss  Centres  lead 


the  fight  against  fat  with  a 
nationwide  cooperative-processing 
system  built  around  ca-prms 
manufacturing  and 
distribution  software. 


their  business,  it's  part  of  their  core 
business  strategy. 

"CA  knows  what  mission-criti- 
cal means.  Every  day  I  bet  my  busi- 
ness on  their  software  -  and  in  10 
years,  they've  never  let  me  down." 

That  explains  why  Rizio  plans 
to  stick  with  a  steady  diet  of  CA  soft- 
ware to  keep  his  information  sys- 
tems strong  and  healthy. 

Or,  like  he  says,  "lean  and  mean!' 

CiOMPUTER' 
rtSSOOATES 

Software  superior  by  design. 


©  Computer  Associates  International,  Inc.,  Islandia, 
NY  11788-7000,  1-800-225-5224.  All  product  names  refer- 
enced herein  are  trademarks  of  their  respective  companies. 
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Advice  to  hungry 
entrepreneurs 


COMMENTARY  BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a  strategist  with 
Americom  Corp.  in  San  Francisco. 


The  most  painful  lesson  for  a 
hungry  entrepreneur  to  learn  is  when 
to  say  "no"  to  money. 

Entrepreneurs  finance  their  com- 
panies' earliest  days  with  second 
mortgages,  "borrowings"  from  the 
kids'  college  money  and  loans  from 
those  few  friends  and  relatives  who 
still  return  their  calls.  Sooner  or  later 
that  money  runs  out,  and  they  seek 
outside  fimding.  By  then  most  are  so 
desperate  that  they  jump  at  the  first 
deal  that's  offered  to  them,  regardless 
of  the  personalities  behind  it. 

Big  mistake. 

Money  is  not  the  only  thing  (and 
sometimes  not  the  most  important 
thing)  an  investor  brings  to  the  table. 
The  right  kind  of  investor  has  the 
experience  and  contacts  that  can 
make  an  early-stage  business  a  suc- 
cess: skill  in  negotiating  critical  con- 
tracts, entree  to  important  customers, 
access  to  talented  job  cantlitiates,  and 
technical  and  market  knowledge. 

Then  there  is  the  other  kind,  who 
packs  the  board  with  inept  cronies, 
micromanages  every  decision  and  im- 
poses on  fledgling  enterprises  the  sort 
of  bureaucracy  that  only  a  govern- 
ment agency  couki  love. 

The  first  kind  of  investor  is  more 
desirable  than  the  second.  But  how 
can  a  struggling  entrepreneur  tell  the 
difference?  Both  have  cash,  and  both 
seem  willing  to  trade  it  for  equity. 

First,  usually  big  companies  don't 


understand  small  ones.  You  need  only 
recollect  the  lamentable  history  of 
Exxon  Enterprises — which  managed 
to  run  an  astonishing  array  of  once 
promising  high-tech  hardware  and 
software  companies  into  the 
ground — to  kno\v  that  billion -dollar 
behemoths  can  make  bad  bedmates 
for  early-stage  enterprises. 

A  more  recent  example:  An  East 
Coast  media  giant  expressed  enthusi- 
asm for  funding  a  California  software 
startup.  The  entrepreneur  promptly 
dispatched  a  business  plan.  The  media 
barons  assigned  a  platoon  of  M.B.A. 
munchkins  to  evaluate  it.  After 
months  of  arduous  labor  the  young 
analysts  brought  forth  their  work 
product:  a  letter  to  the  entrepreneur 
containing  50  excruciatingly  detailed 
questions.  The  answers  to  47  of  those 
questions  appeareci,  in  cold  print,  in 
the  business  plan. 

When  the  entrepreneur  asked  for 
my  reaction,  my  first  answer  was  un- 
printably  succinct.  My  second  was 
that  were  I  he,  I  would  not  want  as 
major  shareholders  people  who  can't 
reach  decisions  without  suffering  pro- 
longed attacks  of  analysis-paralysis. 

A  smart  investor  should  be  able  to 
give  an  entrepreneur  a  "yes"  or  "no" 
in  six  weeks  or  less.  Anyone  who  takes 
longer  is  going  to  dither  ineft'ectively 
when  the  time  comes  (as  it  always 
does)  to  make  really  tough  choices. 

Second,  entrepreneurship  is  risky 
enough;  it's  foolhardy  to  accept  fund- 
ing from  an  investor  who  increases  the 
danger.  Consider  the  following  indi- 
vidual: He's  smooth,  he's  polished 
and  his  tie  cost  more  than  your  suit. 
He  says  he  represents  a  group  of 
foreign  investors  who  want  to  put 
money  into  young  American  high- 
tech companies.  To  a\'oid  currency 
export  and  tax  problems,  he  says,  his 
principals  work  through  a  numbered 
account  in  a  Bahamian  bank.  He  says 
they  wish  to  remain  anonymous. 

Do  you  take  the  money?  If  you  do. 


one  morning  you  may  open  ] 
office  door  to  discover  a  tearr 
federal  marshals  in  the  reception  3 
The  purpose  of  their  visit  will  no 
to  solicit  contributions  to  the  Pall 
men's  Benexolent  Association. 

No  smart  investor  gives  mone 
an  entrepreneur  without  dou 
checking  his  references.  No  entrc 
neur  should  accept  money  f 
someone  without  doing  the  same 

Third,  polite  money  is  better  t 
its  opposite.  The  developer  of  a  v 
known  software  package  tells  the 
lowing  story.  About  a  decade  ago 
completed  the  first  worldng  pro 
t)'pe  of  his  package.  Business  pla 
hand,  he  set  about  soliciting  fund 
from  the  venture  capital  commui 
One  of  the  grand  high  panjandr 
of  venture  ftinding  granted  hiir 
audience.  The  entrepreneur  ent* 
the  venture  capitalist's  bright 
sunny  oflice,  introduced  himself, 
started  earnestly  pitching  his  cj 
After  15  minutes,  the  x'enture  capi 
ist  interrupted  him:  "Excuse  me,  ] 
that  the  sunlight  is  in  your  eyes.  \ 
don't  we  swap  chairs  for  the  res 
your  talk?"  The  entrepreneur 
swered,  "Thanks.  But  won't  the  1 
bother  you?"  "Not  at  all,"  smiii 
the  venture  capitalist.  "It  will  let 
work  on  my  tan  while  I'm  nappin 

Deciding  that  he  did  not  wish  u 
a  serf,  and  that  the  financier  lacked 
breeding  to  be  a  feudal  lord, 
entrepreneur  went  elsewhere. 

Finally,  no  entrepreneur  sht 
forget  that  anyone  who  puts  ser 
money  into  a  new  venture  will  wa 
number  of  board  seats  and  a  sig| 
■cant  say  in  how  the  new  comparj 
run.  But  all  too  often  entreprene 
eager  to  secure  the  cash  they  neei 
ftmti  their  dreams,  forget  that  c 
the  deal  is  done  they  will  ha\'e  to 
with  their  investors  for  a  long  ti 
Thus,  for  entrepreneurs  the  gre 
wisdom  is  to  be  picky  when  lool 
for  sources  of  money. 
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Amana,  part  of  Raytheon's  Appliance  Group, 
looked  at  the  kitchen  In  a  whole  new  light. 

And  designed  a  new  line  of  products  so 
inventive,  it's  a  sliame  to  call  them  appliances. 

Amana  introduced  quartz  halogen  cooking  to 
the  American  market,  with  a  line  of  electric /halogen 
ranges  and  cooktops  that  literally  cook  with  light. 

Amana  invented  a  refrigerator  that  helps  keep 
milk  fresh  longer. 

Amana  has  designed  a  kinder,  gentler  washer 
and  dryer,  the  only  American-made  pair  with  stain- 
less steel  tubs  to  help  make  clothes  last  longer. 

Amana  offers  the  only  full  line  of  95%  fuel 


efficient  upflow  gas  furnaces  for  the  home  - 
because  energy  is  too  precious  to  waste. 

And  while  other  companies  are  making 
appliances  more  like  commodities,  Amana  is 
making  appliances  that  are  more  like  inventions. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon 
a  leader  in  appliances  is  also  the  driving  force 
behind  our  proven  performance  in  defense, 
engineering  and  construction  services, 
electronics  and  aviation. 
We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


nfortunately,  a  hole  in  the  ozone  layer  may 
be  coming  to  a  town  near  you. 


Dangerous  rays  from  outer  space  are  invading 
the  earth.  Holes  in  the  ozone  layer  allow  dangerous 
rays  to  slip  through  the  earth's  protective  shell. 
These  rays  have  been  linked  to  many  potential 
environmental  and  health  hazards.  And  if  you  think 
these  holes  are  just  over  the  South  Pole,  you're 
wrong.  They  may  be  forming  right  over  your  head. 

That's  why  Matsushita  has  developed  a 
sophisticated  ozone  sensor,  called  the  Improved 
Limb  Atmospheric  Spectrometer  (ILAS),  proposed 
and  requisitioned  by  the  Japan  Environment  Agency. 
It  will  yield  extremely  precise  data,  because 
it's  the  first  satellite-mounted  sensor  that  can 
simultaneously  measure  concentration,  temperature 
and  pressure  in  the  ozone  layer.  It's  also  the  first 
sensor  with  a  thermal  detector  that  does  not  require 
a  cooling  system.  The  Matsushita  Ozone  Sensor 
will  be  mounted  on  the  Advanced  Earth  Observing 
Satellite  to  be  launched  by  the  National  Space 
Development  Agency  of  Japan. 

Matsushita  is  hard  at  work  phasing  out  the  use 
of  CFCs  from  manufacturing  processes.  And  when 
the  sensor  begins  its  work,  it  will  help  identify  other 
hazards  to  the  ozone  layer.  At  Matsushita,  we're 
not  only  concerned  about  our  products,  we're 
concerned  about  our  planet. 


Matsushita  Electric 

Panasonic  Technics  ciuasar 


A  year  ago  Wail  Street  ran  the  Dow  up  to  3413 
on  analysts'  promises  that  the  index  would  earn 
$273  this  year.  Earnings  are  falling  considerably  short, 
but  that  hasn't  stopped  the  bulls. 

Wait  until 


next  year 


By  Gilbert  Steedley 


Dow  forecast 

Company 


AiliedSignal 
Alcoa 

American  Express 
AT&T 

Bethlehem  Steel 

Boeing 
Caterpillar 
Chevron 
Coca-Cola 
Walt  Disney 

Du  Pont 
Eastman  Kodak 
Exxon 

General  Electric 
General  Motors 

Goodyear  Tire  &  Rubber 
IBM 

International  Paper 
McDonald's 
Merck  &  Co 

Minnesota  Mining  &  Mfg 
JP  Morgan 
Philip  Morris 
Procter  &  Gamble 
Sears  Roebuck 

Texaco 

Union  Carbide 
United  Technologies 
Westinghouse  Electric 
Woolworth 

'Asof  Oct,  :.  1993.  2  Before  nonrecurring  charges.  ^Actual.  ■*  Year-end  January  1995 
Sources:  Institutional  Brokers  Estimate  System  (IBESh  Value  Line,  via  OneSource  Information 

Analysts  say  that  1994  Dow  profits  will  jump  23%. 
Just  remember  that  analysts  often  change  their  minds, 
and  when  they  do,  they're  usually  cutting. 
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Recent 

Latest 

1993  estimated  EPS= 

1994 

Projected 

price' 

12-mo 

a  year 

recent 

estimated 

analyst 

earnings 

ago 

EPS2 

agreement 

72% 

$4.16 

$4.80 

$4.64 

$5.37 

high 

.7472 

1.80 

5.71 

159 

3.07 

very  low 

33% 

2.00 

2,59 

2.79 

3.05 

average 

59% 

2.98 

3,29 

3.18 

3.33 

average 

13% 

-2.14 

1.18 

-0.15 

2.09 

very  low 

39 

4.28 

5.17 

3.73 

2,58 

low 

8174 

0.67 

3,15 

2.40 

4,65 

low 

88% 

7.83 

4.56 

5.59 

6,30 

average 

42% 

1.58 

1.72 

1.70 

2,01 

very  high 

38% 

1.75 

1.84 

1.76 

2,09 

high 

4974 

2.46 

3.89 

2.70 

3.39 

average 

60% 

3.33 

4.12 

3.47 

4.24 

average 

6478 

3.95 

4.27 

3.77 

4,21 

average 

9776 

5.40 

6.28 

6.01 

6.61 

very  high 

44% 

-1.77 

3.09 

1.72 

4,29 

low 

41% 

2.90 

3.07 

3.18 

3.73 

average 

42% 

-0.51 

8.13 

-0.36 

2.06 

veiy  low 

66 

2.67 

5.63 

2.52 

3,87 

low 

54% 

2,75 

3.00 

2,95 

3.36 

very  high 

3272 

2,23 

2,55 

2,34 

2.46 

average 

108 

5.80 

6.52 

5.95 

6.70 

very  high 

74% 

777 

6.04 

7.31 

7,16 

average 

5078 

5.35 

6.62 

4.81 

5.35 

average 

4978 

2.87 

3.22 

2.923 

3.52 

high 

53 '/4 

-3.11 

4.85 

4.23 

4.55 

low 

6374 

4.74 

4.50 

4.17 

4,75 

average 

18 

0.81 

1.09 

0.98 

1,37 

low 

58% 

2.96 

5.78 

3.51 

4,56 

average 

15% 

0.78 

1.91 

0,80 

0,98 

average 

25 

1.78 

2.84 

1.76 

2,23" 

average 

Services. 


The  WAV  the  analysts  have  it,  pros 
ity  is  always  around  the  corner.  If 
believe  it  is,  you  probably  don't 
the  market  overpriced.  At  a  re 
3581,  the  Dow  Jones  industria 
trading  at  43  times  trailing  earni 
Not  to  worry,  say  the  bulls.  The  ii 
will  report  earnings  of  S255  next 
so  the  market  is  at  only  14 
future  earnings.  A  bargain. 

But  can  we  beliex'e  the  analyst 
year  ago  they  thought  Woolv\ 
would  earn  $2.84  a  share  for  the  I 
year  ending  Januar\'  1994.  Th 
singing  a  different  tune  now.  Acc 
ing  to  the  Institutional  Brokers 
mate  System,  the  12  security  an., 
who  follow  Woolworth  now  expe 
on  average,  to  earn  only  SI. 76. 
posedly  the  retailer  will  reboun 
S2.23  for  the  fiscal  vear  ending  J 
ar>'  1995. 

The  analysts  didn't  fare  much 
ter  with  the  29  other  Dow  indu: 
stocks.  Only  four  firms  will  proh 
do  better  than  what  was  predictt 
them  a  year  ago.  The  other  26  cor 
nies  have  seen  their  forecasts  re\| 
downward  by  an  average  of  24 
now  appears  that  the  index  will  s| 
composite  earnings  of  $207 
year — and  that's  before  writeoffs 
other  nonrecurring  items.  (You| 
composite  statistics  by  summin 
numbers  and  dividing  by  0.45,  a 
sor  related  to  stock  splits  and  subs 
tions  occurring  since  the  index 
created.) 

In  the  table  we  report  forecast 
the  Dow  stocks  made  a  )^ear 
along  with  updated  estimates 
1993.  The  column  "projected  an 
agreement"  gives  some  indicatic 
how  sure  you  can  be  about  a  parti 
forecast.  But  a  high  level  of  agree 
is  no  guarantee  that  earnings 
come  in  near  the  consensus  for 
Last  year  there  was  litde  dissei" 
over  the  1993  earnings  estimat 
$6.62  for  Philip  Morris.  The  coi 
ny  fooled  e\'en'one  by  starting  a  • 
rette  price  war  last  April.  The  cui 
.  estimate  for  1993:  $4.81. 

When  the  analysts  are  all  ovei 
lot,  \'ou  know  what  you  are  in  for. 
1994  estimates  for  IBM  range  fror 
cents  to  $3.50  a  share.  It's  a 
stock  now. 

But  why  pick  on  ibm.>  A  market 
has  quadrupled  in  a  dozen  yea 
itself  fraught  with  risks. 
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We  have  the  edge  you  need  to 
meet  any  financial  challenqe. 


r 
r 


The  Principal  Edge.® 

Whatever  path  you  take  in  life,  you'll  face  financial 
challenges  and  opportunities  along  the  way. 

With  The  Principal  Financial  Groupf  you'll  have  all  the 
tools  you  need  to  handle  them.  Each  of  our  financial 
products  and  services,  whether  for  business  or  individuals, 
has  its  own  unique  advantage  built  in. 
There's  the  flexibility  of  our  Adjustable  Life  policy, 
and  the  versatility  of  our  employee  benefit  plans. 
From  pensions  to  home  mortgages  to  mutual 
funds,  The  Principal®  provides  just  the  right, 
finely-honed  financial  tool  to  fit  your  need. 
Today  and  down  the  road. 
That's  The  Principal  Edge.  To  learn  more  - 

about  it,call  toll  free: 
1-800-633-0323. 

The  Principal 
Financial  Group, 
Des  Moines,  lA 

^  '"sippiVrTVvru^  .        1  50392-0150. 

roducts  and  services  offered  through  Princip.'al  Mutual  Life  Ins.  Co.  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distrio- 
ted  through  Princor  Financial  Services  Corp.,  a  registered  broker  dealer  (prospectus  available  upon  request),  The  Principal 
inancial  Group,  Des  Moines,  !A  50392-0150.  ©  1991  Principal  Mutual  Life  Ins.  Co. 
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"i  was  a  chubby  little  boy,"  says  Charlie  Trippe. 
And  then  papa  Juan  packed  him  off 
to  Keewaydin  Camp,  in  deepest  Ontario. 

Campers 
courageous 


By  James  R.  Norman 

"Kids  who  were  stunned  the  first 
few  weeks  go  home  with  shoulders 
square  and  heads  high,"  says  Fred 
Reimers,  a  former  airHne  pilot  and 
scion  of  a  wealthy  Mississippi  lumber 
family.  "No  question,  it  prepares  boys 
to  go  on  and  be  successful  in  life." 

Reimers,  54,  is  talking  about  the 
oldest  and  one  of  the  most  grueling 
summer  camps  in  North  America: 
Keewaydin  Camp,  on  Devil's  Island 
in  meandering  Lake  Temagami,  260 
miles  north  of  Toronto. 

Reimers  was  so  impressed  with  his 
Keewaydin  experience  in  the  1950s 
that  he  bought  the  place  in  1976,  just 
to  make  sure  it  didn't  go  under — or 
change.  Three  years  ago  he  sold  it  to 
two  former  Morgan  Stanley  &  Co. 
partners,  Joseph  Fogg  and  Lewis 
Lehrman.  Fogg  camped  at  Keeway- 
din in  1962.  Lehrman,  who  founded 
Rite  Aid,  a  drugstore  chain,  ran  for 
governor  of  New  York  in  1982.  He 
sent  his  son  John  to  Keewaydin. 

Founded  100  years  ago  by  A.S. 
Gregg  Clark,  the  son  of  an  Iowa 
congressman,  Keewaydin  hasn't 
changed  much  over  the  decades. 
Primitive  log  cabins,  no  phones,  no 
electricit)'.  On  the  trail,  no  junk  food, 
radios,  Walkmen.  So  far,  no  girls.  At 
night  campers  pitch  tents  and  sleep  on 
the  ground.  Days  are  spent  canoeing 
on  pristine  lakes  and  streams,  often  at 
war  canoe  speed:  The  oldest  boys 
have  to  make  their  way  north  some 
500  miles  to  Hudson  Bay  before  sum- 
mer's end.  They  follow  a  pattern  laid 
down  by  some  of  the  countiy's  bluest 
bloods,  with  names  like  Pierpont, 
Byrd,  Ridgeway,  Swift,  Stroh  and 
Roosevelt  (the  Theodore  branch), 
who  looked  to  Keewaydin  ft)r  help  in 


turning  their  plump,  pampered  teen 
age  boys  into  men. 

Despite  its  claim  to  being  the  oldest 
continuing  summer  camp  in  North 
America,  Keewaydin  has  remained  a 
well-kept  secret.  It  does  little  to  ad- 
xertise.  Mainly  it  recruits  campers 
from  prestigious  prep  schools.  The 
camp  accepts  only  about  120  kids  a 
year,  age  10  to  18.  Many  are  sons  of 
past  campers;  about  half  of  each  year's 
group  are  returnees.  Cost  for  the  six 
weeks  is  relatively  cheap — $2,400,  in- 
cluding the  five-hour  bus  ride  from 
Toronto.  Most  traditional  New  En- 
gland camps  run  around  $3,500. 

Parents  don't  choose  Keewaydin 
Camp  based  on  price,  but  as  a  boot 
camp  for  their  privileged  progeny.  It's 
Captains  Coura£feoits  reset  in  deepest 
Ontario. 

Looking  back,  most  seem  to  appre- 
ciate it.  "I  didn't  like  it  at  first," 
admits  Jonathan  Linen,  now  vice 
chairman  of  American  Express  Co. 
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LEFT: 

Pushing  off  into 
meandering 
Lake  iemagami 
Damn  the 
blackflies, 
full  speed 
ahead. 


>on  of  a  former  Time  Inc.  presi- 
.  "The  first  thing  I  did  was  tip 
a  canoe.  But  you  get  confident, 
'ou  learn.  You  test  your  limits  and 
out  what  you're  made  of." 

was  a  chubby  little  boy,"  says 
les  Trippe,  the  son  of  Pan  Amer- 

Airlines  founder  Juan  Trippe, 
low  chairman  of  Ampro  Corp.,  a 
jfacturer  of  big-screen  projec- 

"It  was  a  good  thing 
le  to  do."  Trippe,  58, 
:  three  summers  at 
/aydin,  starting  in 
His  brothers  John 
idward  followed, 
bu  went  to  bed  ex- 
:ed  every  night,"  says 
im  T.  (Bucky)  Bush 
way  din,  '49),  youn- 
)rother  of  former  Pres- 

George  Bush,  "but  it 
Un." 

ipent  a  few  days  with 
Keewaydin  kids,  and 
/  what  Bucky  Bush 
is  when  he  says  ex- 
:ed.  There  I  was,  head 
1  and  dripping  sweat. 


RIGHT; 

Toting  gear 
on  a  tump  line, 
circa  1900 
Keewaydin  still 
sticks  to 
the  old  ways. 


portaging  through  the  silty  black 
muskeg  of  the  wooded  wilderness 
trail.  Pesky  blackflies  nibbled  at  my 
knees.  On  my  back,  leveraged  by  a 
long  leather  strap  called  a  tump  line 
straining  across  my  forehead,  was  60 
pounds  of  camping  gear  in  a  big 
wooden  box  called  a  wannigan. 

And  I  was  lucky.  My  partner  and 
trip  leader,  27-year-old  Scott  Millar, 


Hfe  Symington  doing  KP  in  1964 
From  "whalloping"  pots  to  Arizona  governor. 


toted  our  80-pound,  woocl-and-can- 
vas  canoe,  tumped  on  his  head.  All  the 
while  urging  on  muddy  14-year-olds, 
also  laden  like  pack  mules. 

Aiter  a  mile  or  so  we  finished  the 
portage  and  paddled  into  the  wind 
across  another  virgin  northern  Ontar- 
io lake.  Dinner  around  the  campfire 
that  night  was  spaghetti,  perhaps  the 
best  pasta  I've  ever  tasted. 

As  with  Our\\'ard  Bound 
and  other  wilderness  expe- 
riences, Keewaydin's  coun- 
selors stress  the  importance 
of  working  together.  "The 
group  dynamics  were  fas- 
cinating," remembers 
Beardsley  Ruml  II 
(Keewaydin,  '59),  a  former 
law  professor  living  in 
Cambridge.  "You  were 
stuck  with  doing  some  dif- 
ficult things  that  could  not 
be  faked.  Shirkers  learned  a 
lot  about  the  world." 
Campers  are  still  reminded 
that,  over  the  years,  lives 
have  been  lost  on  some  of 
the  long  trips. 
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Emotions  among  the  boys  can  rtin 
high.  Aj-izona  Governor  Fife  Syming- 
ton remembers  his  1964  Keewaydin 
expedition  to  Hudson  Bay.  The  bugs 
were  making  life  miserable  and  tem- 
pers were  rising  when  Symington's 
group's  supplies  were  air-dropped 
with  the  cans  of  food  wrapped  in  a 
Chicajjo  Tribune  proclaiming  Barry 
Goldwater  as  Republican  nominee  for 
president.  When  someone  tripped 
over  a  tent  stake,  a  melee  erupted  as 
the  Rockefeller  Republicans  and  the 
Goldwater  Republicans  jumped  at 
each  other's  throats,  with  plenty  of 
assists  from  the  Johnson  Democrats. 
"We  knocked  hell  out  of  each  other," 
laughs  Symington,  who  has  since  sent 


two  of  his  sons  to  Keewaydin. 

Talk  to  Keewaydin  alumni,  and 
they'll  tell  you  about  skills  they 
learned,  and  still  find  useful.  Theo- 
dore Roosevelt  IV  (Keewaydin,  '61 ), 
for  example,  says  he  learned  how  to 
cook  at  the  camp.  (Kids  have  to  cook 
for  themselves. )  Today  he's  a  Lehman 
Brothers  investment  banker,  and  an 
accomplished  chef.  He  prefers  wild 
duck  and  good  burgundies,  but  he'll 
still  whip  up  a  pan  of  "bannock"  now 
and  then.  ( Bannock  is  a  heavy  bread — 
often  unintentionally  seasoned  with 
ashes,  twigs  and  sand — a  nightly 
Keewaydin  ritual.) 

"Kids  lucky  enough  to  go  to 
Keewaydin  get  a  lot  out  of  it,  even  if 


they  don't  realize  it  at  the  time," 
Samuel  Scovil,  the  retired  chairmj 
Cleveland- Cliffs  Inc.,  who  spent  s 
mers  at  Keewaydin  in  the  late  I 
and  once  hitched  a  ride  on  a  svj 
ming  moose.  "Some  kids  hate  it 
they  find  it  rewarding." 

For  more  information  write  oi 
William    or    Daniel  Carpenter 
Keewaydin  Camps,  Ltd.,  59  Ch 
Vallev    Road,    Greenwich,  C( 
06831  (203-661-1924),  from 
tember  to  the  end  of  May.  For 
and  girls,  information  on  Out\ 
Bound  programs  is  available  fron 
organization's  headquarters,  Rc 
9D,  R2  Box  280,  Garrison, 
10524-9757  (914-424-4000). 


School  for 
scoundrels 


Are  you  at  wit's  end  with 
a  seemingly  impossible 
teenager — one  who  has 
baffled,  exasperated  and 
manipulated  you  and 
your  spouse,  teachers, 
counselors  and  shrinks? 
Consider  sending  him,  or 
her,  on  a  wilderness  pro- 
gram called  Pathfinders  for 
a  month  or  two. 

We  are  not  talking 
tough  summer  camps  like 
Ontario's  Keewaydin 
Camp  (see  story)  here;  we're 
talking  sur\'ival.  For  six 
weeks  (or  in  some  cases, 
longer)  the  teenagers 
spend  their  days  hiking  and 
climbing  in  the  Caballo 
Mountains  of  southern 
New  Mexico  in  winter; 
or,  in  summer,  the  Black 
Range  in  New  Mexico's 
Gila  Wilderness  area.  The 
kids  have  to  start  their 
own  fires  Indian-st^'le,  us- 
ing bows  and  sticks. 

Menus  consist  of  rice, 
beans,  lentils,  dried  milk, 
granola  and  raisins,  which 
the  teenagers  carry  and 
have  to  prepare  them- 
selves. Bathing  is  in  cold 
mountain  streams.  Start 


Brilliant, 
and  impossible 
Nothing  like 
mother  nature 
and  tough  love 
to  regain  focus. 


to  act  up  and  the  teenager 
must  sleep  away  from  the 
group  at  night — and  no 
one  wants  to  sleep  alone 
in  the  woods. 

Pathfinders  is  the  cre- 
ation of  47-year-old  Mi- 
chael Parr,  an  educational 
consultant  who  once  flew 
jets  in  Vietnam  and  later 
worked  for  the  ciA  before 
taking  on  the  job  of  pro- 
bation officer  in  Monte - 
cito,  Calif. 

There  Parr  got  to  know 
lots  of  troubled  kids,  most 
from  wealthy  back- 
grounds, who  ran  afoul  of 
the  law.  Frustrated  by  the 
inability  of  most  social  ser- 
vice bureaucracies  and 
conventional  counselors  to 
do  anything  for  the  kids 
he  supervised.  Parr  started 


Pathfinders. 

Often  the  sons  or 
daughters  of  successfijl  en- 
trepreneurs or  profes- 
sionals, the  teenagers  who 
go  to  Pathfinders  are  usu- 
ally smart,  and  use  their  in- 
telligence to  manipulate 
and  deceive.  Many  have 
been  tossed  out  of  several 
schools.  Like  military  basic 
training  programs.  Path- 
finders breaks  these  young 
people  down  to  basics  by 
forcing  them  to  concen- 
trate simply  on  getting 
through  the  day  together. 
There  is  some  academic 
classroom  instruction,  but 
Pathfinders  specializes  in 
setting  its  charges  against 
grueling  physical  chal- 
lenges. Thev  hike  an  aver- 
age of  10  miles  a  day,  car- 


rying 50-pound  packs 
their  backs. 

There  are  only  five  t< 
ten  teenagers  on  the  tr; 
any  given  time,  along 
with  a  team  of  three  pr< 
sional  Pathfinders  staff 
members,  who  are  skill( 
both  wilderness  guides 
and  counselors  of  troul 
kids.  The  stafl^s  aim  is 
help  the  teenagers  devi 
more  positive  self-imai 
by  becoming  indepen 
and  self-motivated,  ancj 
thereby  altering  their 
behavior. 

Pathfinders  isn't 
cheap — a  six-week  sessj 
costs  $12,500.  But  sim 
Parr  started  the  prograi 
1989,  about  250  younj 
sters,  most  between  th^ 
ages  of  12  and  19,  hzvi 
graduated  from  it. 

Does  it  work?  Oft:en 
but  not  always;  parents 
prospecti\'e  students  ar 
referred  to  parents  of  g 
uates  to  check  for  them 
selves.  Many  students  i 
referred  to  Pathfinders 
school  counselors  whoj 
have  seen  other  kids 
helped  by  it. 

Pathfinders  is  at  672 
Dixon  Road,  P.O.  Box 
2330,  Corrales,  N.M 
87048  (505-898-260^ 
-W.G.F.  im 
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The  automatic 

Da  Vinci  chronograph  bylWC 

with  perpetual  calendar 

and  moon  phase  display. 

No  one  else  can  be  this  complicated. 


18  ct.  yellow  gold  $21,995 
Suggested  retail  price 


Does  the  fact  that  someone  attempts  to  copy 
a  watch  make  it  more  exclusive? 

There  are  still  those  who  misguidedly  believe 
this  to  be  so.  They  fear  that  imitations  of  the 
Da  Vinci  are  as  inevitable  as  the  passage  of 
time  itself. 

To  relieve  the  fears  of  some  genuine  Da 
Vinci  lovers  we,  the  originators  of  this  unique 
time-piece,  can  merely  remind  you  of  its 
intricacies  and  finer  qualities.  The  fact  that  it 
displays  the  time  in  seconds,  minutes  and 
hours.  The  fact  that  it  displays  the  date,  day 
of  the  week, 

month,  year  and  century.  The  chronograph  is 
accurate  to  a  minuscule  1^  second  and  adds 
cumulative  times.  The  Da  Vinci  will  show 
the  correct  phase  of  the  moon  for  all  eternity, 
and  also  takes  into  account  whether  there 
are  28,  29,  30  or  31  days  in  a  month. 

These  qualities  make  the  automatic 

Da  Vinci  one  of  the  world's  most  complicated 

mechanical  wristwatches. 

Complication  is  impossible  to  copy  in  a  hurry. 
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For  complete  catalog  please  call  (800)  432-9330 


BSONIil  AFFAIRS 


What  distinguishes  maiolica  (ma-yolicka)  from 
majolica  (ma-jolicka)?  About  300  years— and  $300,000. 

What  a  difference 
a  "j^^  makes 


By  Christie  Brown 

IT'S  MAJOLICA  in  English;  maiolica  in 
Italian.  But  we're  talking  two  very 
ditTerent  piles  of  pots  here. 

Maiolica  is  the  colorful  Italian  Re- 
naissance ceramicware  that  reached 
its  peak  as  an  art  form  in  the  mid-to- 
late  1500s.  Painted  with  coats-of- 
arms  and  historical  scenes,  many 
pieces  of  maiolica  remind  one  of  min- 
iatures of  old  master  paintings  on 
pottery.  Indeed,  many  of  the  designs 
were  copied  directly  from  paintings 
by  old  master  artists,  including  Ra- 


phael and  Diirer. 

Made  as  show  pieces  for  the 
wealthy,  maiolica  used  innovative 
potter)'  techniques,  like  a  tin-glaze, 
which  produces  lustrous  opaque  col- 
ors. The  Italian  potters  picked  up  the 
technique  from  Spanish  wares  im- 
ported from  the  island  of  Majorca — 
hence  the  name  of  the  potter)'. 

Long  prized  by  museums  and  col- 
lectors such  as  I.  Paul  Gett\',  maiolica 
has  never  gone  out  of  favor;  prices 
have  climbed  slowly  but  surely  over 


I' 


Marilyn  Karmason  and  Jo 31   t  oke  w  ih  sen  e  u  tntii  naju  ica 

They  bought  entire  collections  together,  and  divided  them  up  like  kids. 


the  centuries.  Today  the  biggest 
ers  are  Italian  collectors.  "All 
major  American  collectors  are  de 
sighs  New  York  dealer  Ruth  Blui 
"The  Italians  are  buying  it  back 
crazy." 

And  paying  hefty  prices.  A  1 
centurv'  plate  with  a  scene  of  Cor 
nus  being  tossed  out  of  Rome  feti 
$316,000  at  Christie's  in  1991 
record  for  a  piece  of  maiolica. 

And  then  there  is  pottery  knov 
majolica — pronounced  with  a 
"j."  Majolica  is  the  wacky  Victc 
lead-glazed  pottery  famous  for  it 
uberant  designs — everyday  plate* 
bowls  shaped  like  seashells,  dolp 
flowers,  cabbage  leaves  and  fish 
venerable  English  porcelain  firrl 
Minton  &  Co.  first  introduced  a 
of  these  lively  wares  in  1 85 1.  \^ 
exhibited,  they  were  advertise 
"colored  after  the  style  of  the 
maiolica."  Nothing  like  a  markfi 
stretch.  Majolica  and  maiolicai 
both  glazed  earthenware,  but  ol 
wise  they  are  as  different  as  chalk 
cheese. 

Victorian  majolica  tableware 
made  for  the  middle  classes 
couldn't  afford  fine  porcelain. 
Queen  Victoria  decided  she  far 
the  stuff,  and  it  became  all  the 
Dozens  of  manufacturers  in  Am« 
England  and  France  began  churl 
out  majolica. 

By  the  1920s  tastes  had  chan 
majolica  was  banished  to  the  att 
has  come  back  down  only  in  tho 
decade  as  it  became  a  hot  collect 

As  you'd  expect,  the  biggest  su 
of  Victorian  majolica  is  still  foul 
England.  And  prices  can  get  lof 
cobalt  blue  Minton  &  Co.  co\ 
dish  decorated  with  two  bright  yc 
rabbit  ears  sticking  up  from  th 
brought  a  record  $84,500  last  ye 
Sotheby's  in  London. 

But  Americans  are  doing  mo 
the  majolica  buying.  "I'd  say  9^ 
our  clients  are  Americans,"  says 
Smythe,  a  majolica  dealer  who  > 
Britannia  Antiques,  at  Grays  An 
Market  in  London.  "The  Britisl' 
probably  wake  up  once  it's  all  gc 

If  they  do,  they  can  find  a  lot  oi 
the  apartments  of  two  New  Yot 
Joan  Stacke  and  Marilyn  Karm; 
Old  friends,  Stacke  and  Karrr 
started  collecting  1 5  years  ago,  ^ 
Karmason,  a  psychiatrist,  pickedJ 


i 
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majolica  pitcher  at  an  antique 
for  $15. 

ICC  then  Stacke  and  Karniason 
aniasseci  over  2,000  pieces  of 
lica,  ranging  from  garden  seats 
ne  coolers.  Their  apartments  feel 
'  c  like  the  Land  of  Oz.  There  are 
zc    majolica    storks,  teapots 
.:.d  like  monkeys,  camel  figurines 

saddlebags  for  sweetmeats, 
;e  bells  shaped  like  beehives  and 
h  bowls  supported  by  jesters. 
Lunting  weekend  flea  markets 
Intique  shows,  the  pair  turned  up 
kl  caches  of  majolica,  one  time 
g  $4,000  for  288  pieces.  "Every 
that  happened,  we  sat  down  on 
oor  and  said,  'One  for  you,  one 
e,'  "  laughs  Karmason.  Trips  to 
ion  and  the  shops  along  Porto - 
iRoad  and  Kensington  Church 
:  netted  them  more  fmtis. 
eir  collections  include  pieces 

by  over  50  different  American, 
;h  and  English  manufacturers, 
t  80%  of  their  collections  dupli- 
:ach  other;  both  have  complete 
f  "shell  and  seaweed,"  a  tiinner- 
pattern  made  by  the  American 
of  GrifFen,  Smith  &  Hill,  in 
[lixville.  Pa.  Plates  of  "shell  and 
ed"  are  the  most  sought-after 
lean  pattern.  The  plates  were 
lally  promotional  items,  given 
free  at  a&p  stores  in 
880s.  Now,  a  single 
goes  for  $200. 
leed,  majolica  prices 
•isen  across  the  board. 
Ml  we  started  out,  we 

find  anything  for  un- 
100;  now  anything  I 

would  be  at  least 
»0  to  $5,000,"  says 
J.  Of  all  majolica  the 

prized    are  pieces 

by  Minton  &  Co., 
;\\()od  and  George 
,  a  former  Minton 
ii.in. 

Moductions  of  majol- 

ace.  For  instance,  ABC 

t  &  Home  in  New 

carries  many  pieces 
made  in  Portugal  or 
['ov  under  $100  each. 
:tor  Karmason  uses 
al  majolica  for  special 
ons,  but  often  serves 
"t  on  her  reproduc- 


Majolica  terrine  made  by  Minton  &  Co.,  1877 

Brought  a  record  $84,500  last  year  at  Sotheby's  in  London. 


tion  "shell  and  seaweed"  plates, 
which  she  bought  from  a  Horchow 
catalog  several  years  ago;  they  cost  her 
only  $10  per  plate. 

KnockofFs  of  majolica  are  easy  to 
spot;  the  original  pieces  are  highly 
tietailed,  and  there  hasn't  been  much 
economic  incentive  to  produce  fake 
pieces  intended  to  fool  collectors. 

But  maiolica  is — asiain — a  different 


Maiolica  dish,  circa  1540,  fetched  $316,000 
The  Italians  are  now  the  big  buyers. 


stor)'.  Maiolica  fakes  have  been  com- 
monplace since  the  19th  century. 
Usually,  experts  can  tell  by  harder 
edges  and  untrue  colors.  When  they 
are  in  doubt,  they  use  thermolumi- 
nescence  tests. 

The  difference  in  value  between 
fake  maiolica  and  the  genuine  article  is 
enormous.  Take  a  big,  20-inch,  16th- 
centurx'  maiolica  plate.  The  real  thing 

 '     can  be  worth  $  1 80,000.  "A 

19th-centur)'  copy  would 
be  worth  about  $800  on  a 
good  day,"  says  Jody 
Wilke,  head  of  porcelain 
decorative  arts  at  Christie's. 
Meanwhile,  the  Ceramica 
shop  in  New  York's  Soho 
district  sells  a  good  legiti- 
mate copy  of  a  20-inch  his- 
torical maiolica  plate  for 
$900. 

For  more  information  on 
majolica,  Karmason  and 
Stacke  have  written  one  of 
the  best  books  available  on 
the  field.  Majolica,  A  Com- 
plete History  and  Illustrated 
Survey^  published  by 
Abrams.  Price:  $75.  To  find 
out  about  the  stuff  without 
the  "j":  both  the  Metro- 
politan Museum  of  Art  in 
New  York  City  and  the  J. 
Paul  Getty  Museum  in 
Malibu,  Calif,  have  terrific 
collections.  H 
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if  things  aren't  going  well  at  home  and  you're  having  trouble 
eating  and  sleeping,  better  see  someone  about  it. 


Divorce 
kiUs 


By  Katarzyna  Wandycz 

If  YOU'iu;  male  and  thinking  of  get- 
ting a  divorce,  or  already  going 
through  one,  read  a  recent  Yale  Uni- 
versit)'  School  of  Medicine  study, 
"Differences  in  the  effects  of  divorce 
on  major  depression  in  men  and 
women."  The  study,  published  in  the 
July  1992  issue  of  the  American  Jour- 
nal of  Psychiatry,  found  that  the  risk  of 
clinical  depression  is  up  to  three  times 
higher  for  mentally  healthy  divorcing 
men  than  for  divorcing  women. 

This  is  serious.  A  clinically  de- 
pressed person  can  suffer  from  such 
symptoms  as  sleep  disruptions, 
weight  loss,  inability  to  work  and 
feelings  of  hopelessness.  "It  can  be  as 
dangerous  as  severe  heart  disease  if 
untreated,"  says  New  York  psychia- 
trist Michael  S.  Aronoff  Indeed, 
soon-to-be-presented  research  by  the 
National  Center  for  Health  Statistics' 
Dr.  Gopal  Singh  concludes  that  di- 
vorced and  separated  white  men  are 
almost  three  times  as  likelv  to  commit 
suicide  as  married  men. 

Even  a  man  unhappy  in  his  mar- 
riage may  still  get  depressed  over  end- 
ing it,  especially  if  the  children  go  with 
their  mother.  Says  Kathleen  Kjm,  an 
assistant  professor  of  psychiatr)'  at  the 
Yale  University  School  of  Medicine: 
"For  men,  the  major  source  of  social 
support  is  their  marriage." 

A  di\'orced  New  Yorker,  who  initi- 
ated his  cfivorcc,  agrees.  "There  is 
loneliness,"  he  says.  "When  you  live 
with  somebody  for  a  long  time,  even  if 
you're  not  getting  along,  you  still  see 
that  person  every  day,  you  talk." 

Psychiatrists  advise  diat  the  worst 
thing  people  can  do  about  mental 
stress  is  to  ignore  its  symptoms  and 
causes.  But  for  macho  or  whatever 
reasons,  men  are  much  less  likely  than 


women  to  talk  openly — with  friends 
or  professionals — about  their  prob- 
lems. "Our  culture  is  more  ready  to 
support  and  understand  that  for 
women  it's  okay  to  be  upset  and 
depressed,  while  for  men  it's  a  humil- 
iation," says  George  Goldstein,  a 
New  York  psychologist  who  often 
treats  depressed  men. 

Leah  Dickstein,  a  psychiatry  profes- 
sor at  the  University  of  Louisville,  has 
a  theor)'  on  why  divorcing  women  are 
less  likely  than  men  to  suffer  severe 
depressions.  "Women  are  raised  to 
ask  for  help  sooner  in  life,"  she  says. 
"Men  often  come  very  late  [to  coun- 
seling], and  sometimes  not  at  all." 

Does  this  sound  self-serx  ing,  thera- 
pists advising  people  to  see  therapists.^ 
To  a  degree  it  is.  But  talk  to  divorcing 
people,  and  the  advice  seems  apt.  Says 
one  recently  divorced  man:  "I  would 
never  say  to  my  friends  that  it  makes 
me  nauseous  to  come  home  and  see 
that  no  one  is  there." 

While  women  are  more  likely  to 
seek  solace  from  their  friends  or  on  a 
therapist's  couch,  men  often  isolate 


themselves  socially  or  turn  to  alc( 
drugs,  compulsive  work  or  frci 
dating.  The  New  York  divorce- 
that  after  his  marriage  fell  apai 
spent  a  lot  of  time  in  bars,  and  sc 
at  work  late  in  order  not  to  go 
empty  apartment.  "These  are  ws 
helping  you  dull  the  fact  that  yo 
in  trouble,"  says  Goldstein. 

What  do  doctors  advise  to 
mental  suffering?  First,  give  your 
riage  an  extra  shot.  Says  Vance 
psychiatrist  Michael  Myers:  "Ify< 
lonely,  bored,  attracted  to  your ; 
tary,  things  aren't  good  at  home, 
to  your  wife,  listen  to  her." 

At  the  ver\'  least  this  can  deftii 
unexpected  bombshell.  Myers  h 
a  patient  a  prominent  Vancouveii 
sician  who  had  been  married  f(j 
years,  and  was  devastated  whe! 
wife  suddenly  demanded  a  di\i 
Howard  Markman,  a  psychologij 
fessor  at  the  University'  of  De 
says  such  shocks  are  common:  '! 
feel  that  their  work  outside  the  ll 
which  brings  in  not  just  mone 
also  status,  is  equivalent  to  their 
on  the  marital  relationship." 

If  things  are  hopeless  and  dive 
the  only  way  out,  talk  about 
problems  and  options  as  freely  a 
sible  with  friends  and  family, 
end  of  the  day  that's  what  tH 
there  for.  And  don't  be  embari 
to  seek  professional  help.  Unix 
of  Louisville's  Dickstein  is  of 
more  than  self-interested  advice 
she  counsels:  "You  should  conn 
soon  as  you  start  feeling  bad  er 
that  you  cannot  function  at  wot 
or  sleep.  Admit  you  are  iipse 
need  help — that's  healthy."  It" 
the  best  way  to  improve  thinj 
next  time  around. 
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ANALYSTS  WILL  CELEBRATE 
OUR  BIG  VICTORIES. 


At  Wellcome,  we're  committing  all  of  our 
resources  to  the  pursuit  of  better  health.  And 
with  every  life  we  touch,  we're  making  headway. 

Our  portfolio  of  new  products  includes 
potential  therapeutic  agents  for  cardiovascular 
disease,  viruses,  central  nervous  system  disorders 
^and  cancer.  Which  could 
I  translate  to  hope  for  millions 

I  who  may  benefit  from  these 

i 

discoveries. 

Some  products  will  be 
extensions  of  existing  com- 
pounds. One  of  them,  for 
example,  has  already  been 
credited  with  a  significant 
decrease  in  premature  infant 
deaths  due  to  a  serious  respira- 
tory condition.  We  are  cur- 
rently conducting  research 
into  adult  respiratory  condi- 
tions as  well. 


Other  new  agents  in  the  Wellcome  pipe- 
line may  someday  combat  cancer,  ease  complica- 
tions after  heart  attacks  and  strokes,  and  treat 
serious  neurological  conditions  and  severe  rheu- 
matoid arthritis. 

In  the  meantime,  we'll  continue  marketing 
our  impressive  roster  of  53  com- 
pounds, including  over-the- 
counter  products  for  the  com- 
mon cold,  allergies  and  first  aid. 
This  comprehensive  list  also 
includes  the  first  drug  for  treat- 
ment of  AIDS,  as  well  as  the 
world's  leading  antiviral  drug. 

Improving  the  human 
condition  is  certainly  a  lofty 
goal  for  any  company.  But  at 
Wellcome,  we  have  more  than 
just  the  resources  and  the 
science  to  make  it  happen. 
We  have  the  passion. 


WE'LL  CELEBRATE  THE  SMALL  ONES. 


Wellcome 


HTED  BY  JOHN  R.  HAYES 


Boy  wonder 

RjCMiAiui  Scorr  doesn't  look  like  a 
guy  you'd  trust  with  a  billion -doHar 
business.  Only  40  years  old,  he  fidgets 
in  his  chair,  delivering  thoughts  on 
health  care  in  a  mumble  of  half-sen- 
tences and  interrupteci  thoughts.  Dis- 
tracted by  a  sudden  thunderstorm,  he 
jumps  to  a  window  to  watch  the  wind 
whip  the  trees  and  rain.  "'This  indus- 
try is  in  extreme  chaos,"  he  says. 

Scott  is  a  major  beneficiary  of  the 
chaos.  He  became  chief  executive  of 
Columbia  Healthcare  last  month  by 
merging  his  fivc-year-oki,  $819  mil- 
lion (sales)  hospital  company  with  $4 
billion  Galen  Health  Care.  Then  he 
agreed  to  merge  with  Hospital  Corp. 
of  America — a  company  that  had 
spurned  him  in  1987 — producing  a 
$10.5  billion  firm  with  190  hospitals 
in  26  states.  ''Rick  was  ahead  of  other 
leaders  in  the  industry,"  Dr.  Thomas 
Frist,  chairman  of  HCA,  says  to  explain 
why  he's  now  willing  to  let  Scott  run 
his  company.  "He  has  the  vision.  He 
has  the  strategy.  He's  implementing  it 
as  well  as  anyone." 

Implementation  began  right  after 
Frist  rebuffed  Scott  in  1987.  Texas 
financier  Richard  Rainwater,  an  HCA 
board  member,  took  a  liking  to  the 
Dallas  lawyer  and  together  they  po- 
nied up  $250,000  for  two  badly  run 
hospitals  in  El  Paso.  Scott  then  built  a 
citywide  network  of  acute  care  hospi- 
tals, psychiatric  facilities  and  outpa- 
tient diagnostic  centers. 

His  thinking:  Large,  full-service 
health  care  networks  would  have  a 
better  shot  at  attracting  patients  than 
stand-alone  hospitals.  That's  proved 
true  in  El  Paso,  Miami  and  Fort  My- 
ers, Fla.,  cities  where  Scott  grabbed 
over  10%  of  the  market.  Galen  and 
HCA,  each  with  lots  of  individually  run 
hospitals,  couldn't  help  but  notice  his 
success.  Says  Rainwater,  "Guys  like 
[Galen's]  Carl  Pollard  and  Tommy 
Frist  want  to  merge  with  Rick  because 
they  had  to  compete  with  him  and  he 
blew  out  their  brains." 

Scott,  whose  stock  is  nov/  worth 
$180  million,  admits  that  much  of  his 
success  follows  from  anticipated 
changes  in  the  health  care  system,  and 
he's  not  entirely  pleased  with  that. 
"We  should  do  extremely  well  in  a 
government-run  system,"  he  says. 
"That's  realit\^  My  concern  is  that  ten 
years  from  now,  when  there  is  no 
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Columbia  Healtl- 
care's  Richard  S 
Competitors 
lining  up 
to  merge 
with  him. 


BELOW: 

Gerard  Burke, 
founder, 
the  Parvus  Co. 
Fishing  in  new 
waters. 


control  on  usage,  we'll  end  up  with 
rationing.  In  the  end  somebody's  got 
to  be  accountable." 

Spook  &  Spy  Inc. 

IT'S  A  MHASURt;  of  how  much  the 
world  has  changed  that  Gerard 
Burke's  new  venture  seems  like  such  a 
natural  idea.  Burke,  63,  is  a  retired 
spy.  He  ser\'ed  as  assistant  director  of 
the  National  Security  Agency  and  was 
President  Nixon's  chief  adviser  on 
foreign  intelligence. 

Ten  years  ago  he  started  the  Parvus 
Co.,  a  small  corporate  intelligence 
firm.  He's  got  a  permanent  stafl^'of  1 5 
and  a  network  of  hundreds  of  former 
agents  who  provide  a  variet\'  of  ser- 
vices for  American  firms  doing  busi- 
ness overseas.  For  an  hourly  fee  of 
$125  and  up  Burke's  people  will  con- 
duct insurance  investigations,  set  up 
computer  security'  systems,  recover 
hostages  or  do  background  checks  on 
potential  foreign  business  partners. 

Now  Burke  has  a  foreign  partner  of 
his  own,  one  Viktor  Budanov,  head  of 
an  association  of  private  security  firms 
in  Moscow.  Budanov,  58,  has  excel- 
lent credentials.  One  of  105  Soviet 
spies  expelled  from  Britain  in  1971, 
he  is  a  retired  major-general  in  the 
KGB.  In  the  early  1980s  he  was  one  of 
two  KGB  officers  authorized  to  liaise 
with  the  CIA.  "I  checked  Budanov  out 
with  some  of  my  friends  here,"  says 
Burke  in  his  Silver  Spring,  Md.  office. 
"He  has  a  reputation  of  being  ver\' 
effective." 

Among  the  projects  the  two  ex- 
spies  have  already  undertaken:  per- 


forming due  diligence  on  pote 
Western  partners  for  the  Baltic  1 
in  St.  Petersburg  and  providing  s 
rity  for  the  huge  Tenghiz-Novc 
sisk  oil  pipeline.  (Burke  plans  tc 
paramilitary  cossack  formation 
guards. )  The  two  men  hav  e  also  c 
bined  ciA  and  KGB  informatioi 
publish  political  and  economic 
analyses. 

But  don't  the  former  spies  feel . 
ward  about  working  together.^  Nl 
all.  "I  feel  very  comfortable," 
Budanov  in  fluent  English.  "It's 
for  one  fisherman  to  recognize  an 
er."  Burke's  attitude  is  just  as  strai 
forward.  "Within  five  years,"  he 
"we  could  be  making  $5  millior 
nually  in  Russia." 

-Paul  Klebn 
Forbes  ■  October  25, 


iventive  medicine 

ERNMhN  1  IN  I  KRFHRENCE  isn't  all 

says  Ronald  Compton.  Chair- 
of  Hartford  insurer  Aetna  Life  & 
ialt\',  Compton  has  some  doubts 
It  President  Clinton's  health  care 
s.  ("'There's  a  big  price-control 
ct  that  won't  work,"  he  says. )  But 
a  big  supporter  of  a  bill  now  in  the 
se  that  aims  to  prevent  redlin- 
-the  practice  of  refusing  to  write 
:ies  in  dicey  inner-cit)'  neighbor- 
is.  "I  don't  believe  in  redlining," 
30-year-old  South  Side  Chicago 
'e  says  bluntly.  "Aetna  has  writ- 
lot  of  business  in  the  cities,  and  I 
*  around  at  a  lot  of  other  compa- 
that  ha\'e  written  none,  and  I  just 
;  that's  wrong." 

)mpton  may  be  motivated  by  in- 
ition,  but  he  makes  good  busi- 
sense,  too.  Insurance  availability 
ecome  a  big  issue  in  Washington 
t  wake  of  Hurricane  Andrew  and 
^os  Angeles  riots.  The  bill  he 
Drts — introduced  by  Cardiss 
ns  (D-Ill.) — competes  with  an- 
authored  by  Joseph  Kennedy  II 
/lass.).  Both  mandate  that  insur- 
)llect  sales  data  to  help  establish  if 
vhere  redlining  occurs.  But  be- 
Kennedy's  bill  requires  larger 
more  complex  statistical  sam- 
,  it  would  be  much  more  oner- 
3  comply  with.  Both  bills  are  out 
rnmittee. 

is  makes  a  good  platform  for 
3ton,  an  unusually  outspoken 
ombative  insurance  executive.  A 
ar  veteran,  he  joined  Aetna  as  an 


underwriter  after  graduating  from 
Northwestern  University  with  a  de- 
gree in  philosophy.  He  became  chair- 
man and  chief  executive  in  1992  and 
has  since  proved  a  sharp  critic  of  both 
internal  policies  anci  industiy  prac- 
tices. In  aligning  himself  with  the 
Collins  bill,  he's  taking  the  lead  role  in 
tiying  to  forestall  the  kind  of  federal 
interx'ention  that  discrimination 
charges  have  brought  to  the  mort- 
gage lending  business. 

"People  who  care  about  their 
homes  and  their  properties  deserve  to 
have  insurance,"  he  says.  "The  other 
side  of  that  coin  is,  if  you  don't  care 
about  your  home  or  your  neighbor- 
hood, then  I  don't  think  vou  deserve 


ABOVE: 

Carl  DeSantis, 
of  Rexall 
Sundown 
A  successful 
offering 
despite  his 
customer's 
debacle. 


Aetna's 
chairman, 
Ronald  Compton 
"I  don't 
believe  in 
redlining." 


insurance.  But  that's  not  a  matter  of 
redlining."  Not  if  he  can  help  it. 

-Carolyn  T.  Geer 


Vitamin  salesman 

Running  a  Miami  Beach  drugstore 
back  in  1974,  Carl  DeSantis  used  to 
make  a  cheap  alternative  to  Solarcaine 
called  Sundown  that  he  sold  to  sun- 
burned tourists.  Sundown  never  went 
anywhere  commercially,  but  the 
name  lives  on  in  Rexall  Sundown — a 
company  based  on  another  DeSantis 
idea  that  did  catch  on:  mail-order 
vitamins.  Last  year  the  firm  earned 
about  $5  million  selling  $74  million 
of  vitamins  and  nutritional  supple- 
ments both  through  the  mail  and  to 
retailers  under  three  brand  names. 

Last  year,  with  the  new  issues  mar- 
ket jumping  and  spring  cover  stories 
on  the  wonders  of  vitamins  in  the 
newsmagazines,  the  timing  seemed 
right  to  go  public.  But  in  August,  just 
as  DeSantis  was  interviewing  invest- 
ment bankers,  a  financial  scandal  hit 
his  biggest  customer,  Phar-Mor,  Inc., 
forcing  it  to  file  for  Chapter  1 1 . 

Phar-Mor  accounted  for  a  third  of 
Rexall  Sundown's  sales,  and  the  scan- 
dal seemed  likely  to  kill  the  stock 
offering.  Instead,  it  turned  out  to  be 
an  opportunity.  "We  grew  as  Phar- 
Mor  grew,"  DeSantis  says.  "But  oth- 
er accounts  dicin't  want  to  compete 
with  a  deep  discounter.  Phar-Mor  was 
a  serious  threat  to  their  own  busi- 
nesses. Once  the  Phar-Mor  debacle 
occurred,  we  had  an  opportunity  to 
grow  in  other  areas." 

That  he  did.  Maldng  a  big  push  into 
dmgstore  chains  and  supermarkets, 
Rexall's  non-Phar-Mor  business  grew 
by  50%  in  1992,  and  DeSantis  decid- 
ed to  go  ahead  with  the  offering.  He 
waited  until  new  management  re- 
leased its  plans  at  Phar-Mor — it 
closed  138  of  345  stores — and  re- 
leased his  preliminar)'  prospectus  in 
May  1993.  The  roati  show  went  so 
well  he  pushed  his  price  up  from  an 
expected  range  of  $1 1  to  $13,  to  $14 
a  share,  raising  $33  million  in  June  for 
a  new  plant  and  a  small  acquisition. 

Since  then  the  stock  has  jumped  to 
$28.  Did  DeSantis  leave  too  much  on 
the  table?  "Selling  at  $14  was  a  major 
accomplishment,"  says  DeSantis,  54, 
who  with  his  family  controls  6.6  mil- 
lion shares.  "I  have  no  regrets."  Wk 
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Continued  from  page  25 

the  A  clf.irc  of  ciil  The  basis  for  capitalism  is  not  greed. 
Misers  don't  create  VVal-Marts  and  Microsofts. 

Think  about  it  for  a  moment.  Capitalism  is  truly 
miraculous.  What  other  system  enables  us  to  cooperate 
with  millions  of  other  t)rdinai-\'  people — people  we  never 
meet  but  w  hom  we  gladly  provide  with  goods  and  ser- 
vices— in  an  incredible,  complex  web  of  commercial  trans- 
actions.^  And  what  other  system  perpetuates  itself,  working 
eveiy  dav,  year  in,  year  out,  with  no  single  hand  guiding  it? 

Capitalism  is  a  moral  system  if  only  because  it  is  based 
on  trust.  When  w  e  turn  on  a  light,  we  assume  there  will  be 
electricit)'.  When  we  dri\'e  into  a  serxice  station,  we 
assume  there  will  be  fuel.  When  we  walk  into  a  restaurant, 
we  assume  there  will  be  food.  If  we  were  to  make  a  list  of 
all  the  basic  things  that  capitalism  provides — things  we 
take  for  granted — it  would  fill  an  encyclopedia. 

How  do  we  become  successful  capitalists?  The  answer 
souncis  simple  but  is  often  overlooked  in  places  where  it 
should  be  known:  the  government,  the  media  and  our  most 
elite  business  schools  and  econom- 
ics departments.  We  succeeci  as 
capitalists  by  offering  goods  and 
services  that  others  are  willing  to 
buy.  Many  do  not  make  correct 
assumptions  about  what  to  offer 
and,  therefore,  fail,  but  that  is  as  it 
should  be.  There  is  no  guarantee  of 
success  in  any  area  of  life,  including 
business;  there  is  always  risk.  The 
particular  advantage  of  capitalism  is 
that  failed  businesses  don't  neces- 
sarily equal  a  failed  economy;  they 
make  way  for  successful  businesses. 

But  even  the  most  successfial  businesses  can't  afford  to 
forget  about  market  principles.  AT&T  is  a  case  in  point.  In 
the  1970s  fiber-optic  technology' was  available,  but  AT&T 
decided  that  it  would  delay  fiill)'  converting  to  it  for  30  to 
40  years.  AT&T  wanted  to  fliUy  depreciate  its  old  plants 
and  equipment,  and,  because  it  enjoyed  a  virtual  monopoly 
over  its  customers,  it  saw  no  reason  to  spend  a  lot  of  money 
on  a  new  long-distance  calling  system.  But  then  an  upstart 
company,  MCI,  raised  a  couple  billion  dollars  through  the 
much-maligned  ''junk  bonds"  market  and  set  up  its  own 
fiber-optic  network.  AT&T  had  no  choice  but  to  keep  up 
with  its  competition,  and,  as  a  result,  the  U.S  experienced 
an  enormous  ad\  ancc  in  communications  that  has  put  it 
ahead  of  its  foreign  competitors  and  that  has  benefited 
hundreds  of  millions  of  consumers. 

About  25  \ears  ago  the  federal  government  filed  an 
antitrust  suit  against  IBM  because  it  had  grown  so  suc- 
cessful that  its  name  had  become  virtualh'  sNiioinmous 
with  the  computer  industry.  But  the  would  be  trust 
busters  underestimated  the  vitality  of  an  open  market- 
place. IBM's  dominance  of  mainframe  computers,  micro- 
chips and  software  did  not  prevent  the  rise  of  rival 
companies  such  as  Digital  Hquipment,  Apple  Computer, 
iSun  Microsystems  and  Microsoft.  Toda\'  Il'>M's  future  is 
being  questione*.! 

Around  the  same  time  john  Kenneth  Galbraith  wrote 
The  New  Industrinl  Stutc,  m  which  he  argued  that  though 
Ford  Motor  Co.  was  no  IcMiger  the  biggest  of  the  auto 


We  assume  so  much  in  capitalism— restaurants 
have  food,  the  lights  work,  etc. 


companies  (CM  had  roughly  50%  of  all  sales),  it  w 
large  that  it  did  not  have  to  pay  particular  attention 
shareholders  or  customers.  Apparently,  Japanese 
makers  did  not  read  John  Kenneth  Galbraith  o 
reports  of  countless  other  "experts"  who  claimed  t 
was  ihipossible  to  compete  against  Ford,  CM  and  C 
ler.  They  even  ignored  their  own  early  failures  to  s 
the  U.S.  market  in  the  1950s  and  early  1960s.  Fi 
after  years  of  trying,  Japanese  automakers  succeedec 
an  extent  no  one  could  have  predicted — in  challei 
the  hegemony  of  the  "giants"  in  Detroit. 

Then  there  is  Sears,  Roebuck.  What  more  muii 
business  could  there  be  than  retailing?  Yet  aroun< 
turn  of  the  centur)'.  Sears  made  retailing  truly  exc| 
reaching  out  to  millions  of  people  with  new  mark] 
methods  and  new  products.  By  the  end  of  the  194| 
dwarfed  all  competitors.  In  the  last  several  decades, 
ever,  the  company  lost  its  way  and  became  a  self-sei 
insulated  bureaucracy.  Now  it  is  closing  its  doc 
numerous  stores.  Its  market 
i  has  plunged,  and  its  profits 
i  almost  disappeared. 
1  Why,  by  contrast,  has  an^ 
I  retail  firm,  Wal-Mart,  achie\i 
phenomenal  success?  Not  be- 
lts founder  Sam  Walton  use 
ride  around  in  a  pickup  truck 
ing  his  stores,  though  that] 
good  publicit}'.  It  was  becaul 
recognized  the  importanc 
computer  technology'  and  hai 
terns  devised  that  help  store  ■ 
ators  respond  to  im'entor)'  i| 
mation  on  a  weekly,  even  daily,  basis.  Sam  Walton  i 
that  success,  even  once  it  was  achie\'ed,  was  somej 
that  couldn't  be  taken  for  granted. 

Wliat  should  be  clear  from  each  of  these  examp 
that  capitalism  is  not  a  top-down  system;  it  cann» 
mandated  or  centrally  planned.  It  operates  frorr 
bottom  up,  through  individuals — indi\'iduals  whoj 
risks,  who  often  "don't  know  any  better,"  who  vej 
into  areas  where,  according  to  conventional  wisdom- 
have  no  business  going,  who  see  vast  potential  \i 
others  see  nothing. 

Often  these  indi\iduals  literally  stumble  across 
that  nex'er  would  have  occurred  to  them  if  they 
forced  to  work  in  a  top-down  system,  and  they 
supposedly  "worthless"  substances  and  turn  them 
infinitelv  valuable  ones.  Look  at  penicillin.  Whi 
thought  that  stale  bread  could  be  good  for  anything 
same  goes  for  oil  before  the  invention  of  the  gas 
engine  and  the  automobile  and  for  sand  before 
invention  of  glass,  fiber-optics  and  the  microchip. 

There  is  another  important  thing  to  remember  : 
capitalism:  Failure  is  not  a  stigma  or  a  permanent  c 
cle.  It  is  a  spur  to  learn  and  try  again.  Kdison  in\'entc 
light  bulb  on,  roughly,  his  tcji-thoitsnnfith  AUcmpt. 
had  depended  on  central  planners  to  direct  his  e> 
ments,  we  would  all  be  sitting  around  in  the  dark  ti 
This  leads  to  the  next  question  regarding  capita 
What  is  the  market?  Central  planners  don't  like  the  m 
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they  prefer  to  say  "market  forces,"  as  if  describing  aliens 
from  outer  space.  But  nothing  could  be  further  from  the 
truth.  The  market  is  pro/i/c.  All  of  us.  We  decide  what  to 
do  and  what  not  to  do,  w  here  to  shop  and  where  not  to 
shop,  what  to  buy  and  v\  iiat  not  to  buy.  So  when  central 
planners  trash  "market  forces,"  they  are  really  trashing  us. 

Unfortunately,  thev  are  the  ones  who  seem  to  be 
calling  the  shots  today  on  a  number  of  issues  that  should 
be  left  up  to  the  market,  i.e.,  us.  One  such  issue  is  the 
spiraling  cost  of  health  care.  Not  surprisingly,  central 
planners  advocate  a  top-down  approach  to  reform.  With 
unconscious  irony,  they  call  it  "managed  competition." 

But  we  have  already  tried  managed  competition;  in 
fact,  it  is  managed  competition  that  has  causeci  so  many 
problems  in  the  health  care  industry  in  the  first  place. 
Specifically,  the  tax  code  penalizes  individuals  who  want 
to  buy  medical  insurance  by  making  them  pay  for  it  with 
aftertax  dollars,  c\  en  if  they  are  self-employed.  Only  25% 
of  their  premiums  are  deductible.  But  companies  may 
buy  health  insurance  with  pretax  dollars.  So  they,  instead 
of  their  employees,  have  become 
the  primary  purchasers  of  insur- 
ance. This  drives  a  wedge  be- 
tween the  real  customers  and  the 
real  providers  and  obscures  the 
real  costs  of  such  features  of  the 
system  as  low  deductibles.  Imag- 
ine if  even,'  time  you  went  to  the 
supermarket  you  gave  the  cash 
register  receipt  to  your  employer, 
who  then  submitted  it  to  the  in- 
surance company  for  a  claim. 
What  would  happen  to  food 
prices?  They  would  skyrocket,  be- 
cause you  wouldn't  care  whether 
a  bottle  of  soda  cost  $10,  $100  or  $1,000. 

The  problem  doesn't  stop  there.  Growth  in  demand 
and  improvements  in  technology — key  ingredients  to 
success  in  any  other  business — ha\'e  instead  led  to  crisis  in 
the  health  care  industiy.  More  people  are  receiving  better 
treatment  than  e\'er  before  anci  leading  longer,  healthier 
lives.  Penersely,  this  has  sent  costs  up  rather  than  down 
and  has  overloaded  the  delivery  system. 

If  we  want  genuine  health  care  reform,  we  must  return  to 
open  competition.  The  tax  code  must  be  revised  so  that 
individuals  can  buy  health  insurance  with  pretax  dollars 
and  set  up  medical  IRAs  for  their  fimilies  that  can  be  used 
to  finance  routine  medical  expenses.  There  is  no  doubt  that 
a  majority  of  Americans  would  choose  this  option.  Thev 
want  to  have  control  over  their  own  health  care  decisions. 
Many  would  choose  policies  with  higher  deductibles. 
Premiums  would  go  down  and  so  would  paperwork. 
Physicians  and  hospitals  would  see  their  patient  load  come 
under  control  and  would  be  induced  to  offer  competitive 
rates  and  sen  iccs.  The  potential  benefits  are  enormous. 

Letting  indixiduals  make  their  own  decisions  is  w  hat 
capitalism  is  all  about,  but  virtually  all  central  planners 
(now  in  their  heyday  under  the  Clinton  Administration) 
and  a  good  many  merTbci  s  ('f  the  U.S.  Congress  (Repub- 
licans as  well  as  Democrats)  tail  to  realize  it.  The\'  do 
realize  that  it  is  the  decisions  ot  indniduals  that  reallv 


Hillary  and  Health:  Never 
tried  to  de  facto  nationalize 


determine  how  much  tax  revenue  the  government 
lects  and  how  well  the  economy  prospers.  Between 
and  1986  the  American  private  sector  created  well 
18  million  new  jobs,  including  a  record  number  of 
paying  positions.  Of  these,  14  million  were  create 
new  businesses.  But  in  1987  Congress  raised  the  c; 
gains  tax  to  one  of  the  highest  levels  in  the  indu 
world.  What  happened?  New  business  and  job  ere 
declined  sharply.  The  nation  was  hit  with  a  recession, 
tax  revenues,  which  were  supposed  to  rise,  went  d 
All  this  occurred  because  individuals  made  the  dec 
not  to  invest.  Tcjday  there  is  almost  $7  trillion  of  ur 
ized  capital  gains  that  is  going  begging  because  of 
taxes.  If  Congress  lowered  the  capital  gains  tax  ra 
would  mean  more,  not  less,  tax  revenue.  It  also  w 
overwhelm  any  stimulus  package  Washington  could 
coct  for  revitalizing  the  economy. 

Central  planners  also  tend  to  be  big  fans  of  "indu 
planning,"  whereby  government  picks  the  "winner 
the  marketplace  through  subsidization  of  select  co 
nies  and  technologies.  The 
note  the  fact  that  this  oblitc 
incentives  for  companies  t( 
main  competitive,  breeds  col 
tion  and  special  interests,  an 
nalizes  the  small  businesses 
are  the  backbone  t:)f  the  econ 
And  they  want  to  micro 
age  the  monetaiy  system,  ki 
ing  down  the  value  of  the  c 
against  the  yen  or  raisirj 
against  some  other  curren(i 
closed -door  meetings  withi 
reaucrats  from  other  indu; 
ized  nations.  One  of  the 
important  functions  of  money  is  to  serve  as  a  com 
reliable  measure.  A  ruler  is  supposed  to  be  12  ii 
long,  but  they  want  to  change  it  to  11  or  1 3  i< 
whenever  it  suits  their  political  strategy.  You  a 
might  call  this  a  swindle,  but  in  Washington  it  is  i 
sophisticated  economic  management. 

Even  such  a  simple  word  as  "change"  takes  on  a  v 
new  definition  in  Washington,  meaning  change  dir| 
from  abo\'e  bv  well-intended  central  planners  and  p 
cians  who  think  that  they  "know  better"  than  most  p 
when  it  comes  to  making  decisions.  But,  in  truth,  thej 
revolutionar)'  sweeping  agent  of  change  is  capita 
Look  at  what  has  happened  in  Eastern  Europe,  the  ft 
Soviet  Union,  Latin  America  and  Asia.  When  peopi 
free  to  make  their  own  decisions,  the\'  ha\'e  a  stake  ^ 
econom\';  and  w  hen  thev  hax  e  a  stake  in  the  economy 
ha\'e  a  stake  in  sen'ing  others;  and  when  thev  ha\'e  a  st; 
sen'ing  others,  they  hax  e  a  stake  in  fighting  for  freeo  ij]. 

Capitalism  is  the  real  enemy  of  tyrannx*.  It  stand 
for  accumulated  wealth  or  greed  but  for  human  ini 
tion,  imagination  and  risk-taking.  It  cannot  be  mea 
in  mathematical  models  or  quantified  in  statistical  t| 
which  is  why  central  planners  and  politicians  a 
imderestimate  it.  As  I  noted  at  the  outset,  it  is  up  1 
then,  to  gix'c  three  cheers  for  capitalism.  Who  kno^ 
we  cheer  loud  enough,  perhaps  ex  en  the\'  will  listei 


has  an  Administration 
so  much  of  the  economy. 
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The  overall  market 


ompanies  aren't  doing  so  well 
;  days.  Philip  Morris,  Merck,  Gap 
Toys  "•R"  Us  are  among  this 
s  losing  stocks.  Small  and  mid- 
companies,  on  the  other  hand, 
loing  well  on  Wall  Streeet.  The 
ell  2000,  an  index  of  stocks  with 
et  capitalizations  below  $500 
m,  is  up  14%  for  the  first  nine 
ths  of  the  year,  versus  5%  for  the 
ompany  s&P  500. 
ill  Street's  affection  for  smaller 
s  seems  to  be  propelled  in  part  by 
ngs  momentum  players — inves- 
vho  pay  handsomely  for  compa- 
reporting  earnings  gains  above 
trend  lines.  It's  a  musical  chairs 
:,  but  if  you  want  to  play  it,  here's 
Irom  Prudential  Securities'  Clau- 
[ott:  Duff  &  Phelps  Corp.,  a  firm 
does  credit  ratings  on  bonds, 

and  bond  research  and  consult- 
;i-vices.  At  a  recent  22,  Duff  & 
)s  trades  for  about  5  times  book 

6  times  estimated  earnings. 


ecial  focus 


dablc  growth?  Each  of  the  ten  stocks 
\  ( a )  sells  tor  near  to  or  less  than  the 
ci  multiple  of  25  times  latest  12 
h  earnings;  (b)  has  at  least  ten  uninter- 
d  \  cars  of  rising  book  value  and  earn- 
.ind  (c)  is  expected  by  analysts  to  show 
■1-  earnings  this  year,  according  to  the 
utional  Brokers  Estimate  System. 
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P/E 

503/8 

20 

9 

16 

393/8 

23 

371/2 

25 

491/2 

26 

273/4 

25 

45 

10 

213/8 

17 

383/8 

22 

24% 
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The  Barra  All-US  price  index  as  of  9/30/93 

Market  value:  $4,875.2  billion 
P/E.  25.3 

P/E  minus  negative  EPS:  17.4 
Price/book:  2.7 
Yield:  2.4  % 


12-month  closeup 
*  Sana  index 

■  2(X)-day  moving  average  , 


Total  return 

0.2% 
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1  Closeup  on  the  market  1 

Index  or  Investment 

2-week  change 

%  change  from 
1  year  ago      5-year  high 

Barra  All-US  index 

0.7  % 

1 

14.2%  -0.2% 

S&P/Barra  Growth  index' 

0.1 

1 

3.9 

-4.3 

S&P/Barra  Value  Index^ 

-0.1 

1  . 

22.4 

-0.8 

Dow  Jones  industrials 

-2.1 

■ 

9.2 

-2.7 

S&P  500 

-0.1 

1 

10.2 

-1.0 

NYSE 

0.1 

1 

11.6 

-0.6 

Nasdaq 

3.1 

31.9 

-0.1 

Amex 

1.5 

■ 

22.8 

-0.3 

EAFE^ 

-0.7 

1 

24.6 

-7.9 

CRB  futures  index 

0.9 

■ 

7.4 

-20.6 

GoldMComex  spot) 

2.2 

2.1 

-29.3 

YenMper  $US) 

1.6 

■ 

-11.4 

-35.3 

Oil  MW  Texas  Intermediate) 

11.9 

-14.0 

-54.3 

The  best  and  worst  performing  Stocks'  | 

Best 

Price 

2-week  1993 
change  EPS' 

Worst 

Price 

2-week  1993 
change  EPS' 

Preferred  Health  Care  Ltd 

281/2 

43%  $0.80 

Oak  Inds 

17  1/2 

-35%  $1.30 

Digital  Commun  Assocs 

18  5/8 

37  1.28* 

Conversion  Inds 

113/4 

-31  NA 

Hospitality  Franchise  Sys 

45  3/8 

36  1.35 

Applied  Immune  Sci 

14 

-31  -2.50 

Envirotest  Sys 

14 

33  0.40 

Rehability 

83/4 

-30  0.85 

Pittston  Minerals  Group 

24  3/8 

33  1.70 

Greyhound  Lines 

121/2 

-27         1.00  :^ 



The  best  and  worst  performing  industry  factors''  | 

Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92  f 

Oilfield  services 

5.6% 

25.1% 

Photographic,  optical 

-7.9% 

56.9%  1 

International  oil 

5.0 

24.5 

Tire  &  rubber 

-7.5 

7.6  1 

Health  care 

4.5 

-16.2 

Coal  &  uranium 

-6.8 

17.4  1 

Iron  &  steel 

4.5 

8.2 

Aluminum 

-5,4 

-10.7  1 

Cosmetics 

4.0 

-0.8 

Real  estate 

-5.3 

8.9  1 

for  period  ending  9/30/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
\DRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
owth  '  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  pnce-to-earnings  ratios.  dollar-denominated  capifaiization-weighted 
ore  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  "  Index  of  21  commodity  futures.  ^Source:  Knight-Ridder 
itormation.  ^During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  "Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
26.  value  and  grov4h  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *1994  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Company/business 

Exchange 

Offer 
date 

Offer 
price 

9/30/93 
price 

Offering 
Omnj 

Lead 
underwriter 

Performance  to  d 
absolute   rel  to 

Southern  Pacific  Rail/freight  railroad 

n 

10  1/ 

lb  /8 

$  40b 

Morgan  Stanley 

18% 

Hi 

Belden/power  transmission  equip 

n 

9/29/93 

14  '/a 

I4y4 

299 

Union  Kead 

4 

10' 

Leviiz  rurniiurB/Turniiure  siores 

n 

/ 1  ^lyO 

1  A 

IvlUigdll  oLalHcy 

29 

12! 

DdincS  «  noDic/ouOKSiorcs 

n 

Q/07/QO 

97  Vo 

loo 

iVIUlgdli  OLalllcy 

39 

141 

HnicwUpilLdl  LidllbllllbblUn  c(^Uip 

0 

Q/1  fi/Q^ 

1  R 

^0/2 

1  A7 

ni  1 

31 

13 

Panitai  niiarsntu/inQi  ir^ncc^  q\/pq 
Ua|Jllal  UUdl  alllj/ 1 1  toui  aiiuc  jv\^j 

n 

1  49 
1 

Morrill  1  unr'h 
ivici  1  M 1  i_y  1  iv^i  1 

10 

lli 

United  Meridian/oil  &  gas  exploration 

n 

7/22/93 

17 

181/8 

134 

Merrill  Lynch 

7 

10: 

Petsmart/pet  food  &  supply  stores 

0 

7/22/93 

18 

351/4 

130 

DU 

96 

19' 

Carr-Gottstein  Foods/drug  &  food  stores 

n 

7/1/93 

141/2 

133/8 

128 

DU 

-8 

9' 

AT&T  Capital/equip  leasing  &  financing 

n 

7/28/93 

21'/: 

281/2 

108 

Lehman  Brothers 

33 

12' 

The  best  new  issues' 


Company/business 

People's  Choice  TV/wireless  cable  svcs 
QuickResponse  Svcs/elec  invent  mgmt 
Hollywood  Entertain/video  stores 
Preferred  Entertain/wireless  cable  svcs 
BroadBand  Tech/telecomm  equip 


The  worst  new  issues"^ 


Offer  Offering 
price  ($niil) 

101/2  $26 


Lead 
underwriter 


Performance  to  1 
absolute   rel  to 


12 
7 

15  1/2 

18 


42 
11 
31 
63 


Gerard  Klauer 

267% 

35 

Alex  Brown  &  Sons 

133 

22 

Josephthal 

129 

22 

Gerard  Klauer 

105 

20 

Bear  Stearns 

97 

19 

Performance  update 


When  the  fish  are  biting,  feed  'em. 
Wall  Street  took  140  companies  pub- 
lic in  the  third  quarter,  raising  $6 
billion.  Each  of  these  statistics  is 
roughly  double  the  number  for  the 
same  quarter  a  year  ago.  The  $20.4 
billion  in  capital  raised  so  far  in  1993 
already  exceeds  the  $20.3  billion 
raised  in  all  of  1992,  the  previous 
record  year. 

If  you  want  fiirther  evidence  that 
the  fish  are  really  biting  on  new  issues, 
consider  this  statistic  from  Renais- 
sance Capital  of  Greenwich,  Conn.: 
Half  of  September's  initial  public  of- 
ferings were  priced  above  the  range 
cited  in  their  initial  Securities  &  Ex- 
change Commission  filings. 

One  year  ago  Barnes  &  Noble  can- 
celed a  $117  million  offering.  The 
New  York- based  book  retailer  has 
returned  to  partake  of  this  year's 
stock-buying  mania.  On  Sept.  27 
Morgan  Stanley  took  the  firm  public 
in  a  $165  million  offering  at  a  price  of 
$20.  On  a  pro  forma  basis  the  compa- 
ny has  negative  earnings  for  the  last  1 2 
months  and  negative  tangible  book 
value.  Barnes  &  Noble  closed  its  first 
trading  day  at  29,  45%  above  its  offer- 
ing price.  We  note  v.  ithout  comment 
that  b&n's  biggest  shareholder  is  Ven- 
dex  International,  a  retailer  from  Hol- 
land, the  country  famous  for  the 
tulip  mania. 

Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offer  date  of  7/1/93  to  9/30/93,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million 
Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  m  foreign  countries  are  excluded,  as  are  REITs  and  spinot 
quarter.  -The  ending  value  of  $100  invested  ;n  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  marl<et.  ^Latest  12  months.  Source:  Securities  Data  Co. 


Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  1 
absolute   rel  to 

MOL  Information  Sys/software 

11 

$90 

JP  Morgan 

-31%  6 

National  Record  Mart/record  stores 

71/2 

13 

Ladenburg 

-23  7 

Advanced  Surgical/surgical  equip 

61/2 

10 

GKN  Sees 

-14  a 

MicroProbe/biotech 

6'/2 

16 

D  Blech 

-13  al 

Genzyme  Transgenics/genetic  research 

8 

12 

PaineWebber 

-13  8 

The  most  active  investment  bankers        industries  going  public^ 


Underwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Total 
offerings 

Total ra 
($mi 

Goldman  Sachs 

19 

$3,493 

Manufacturing 

188 

$7,38 

Merrill  Lynch 

23 

2,635 

'  Insurance 

31 

6,06 

Morgan  Stanley 

17 

2,355 

Services 

75 

2,02 

k 

a 
11 

Salomon  Brothers 

15 

1,615 

Retail 

34 

1,7C 

Lehman  Brothers 

28 

1,334 

Transportation 

12 

8i 
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Sometimes  the  best  way  to  set  a  trend  is  to 
illow  one. 

Our  exclusive  contract  of  work  in 
iidonesia  increases  our  area  of  operations  to 
■  .S  million  acres.  And,  a  recently  granted 
xploration  permit  covers  an  additional  2.5 
lillion-acre  area  adjacent  to  our  existing 
[lerations.  All  on  line  with  the  New  Guinea 
liiieral  Trend  —  a  trend  that  has  already 
lelded  massive  finds  and  provided  Freeport- 
IcMoRan  with  the  largest  single  gold  reserve 
lid  one  of  the  largest  copper  reserves  of  any 
line  in  the  world. 


New  Guinea  Mineral  Trend 


Changes  in  Reserve  Position  1986  to  1992 

Copper  ii^J.^  

(B/lb)  ..,^J  20.9 

Gold  V'^ 

(MM/oz)  L    J  32.1 

lr>iii«liilMi1iWfii«iWli^ 

12/31/86      ij^  12/31/92 


what's  more,  we  are  increasing  mill 
throughput  from  66,000  to  at  least  90,000 
metric  tons  of  ore  per  day.  Yet  even  at  this 


increased  rate,  our  reserves  will  last  more 
than  22  years. 

Through  our  exploration  successes  and 
timely  increases  in  production  capacity,  we 
are  providing  substantial  rewards  for  our 
shareholders.  We  invite  you  to  learn  more 
about  Freeport-McMoRan  and  how  we  are 
managing  our  success. 

Freeport- 

mcmoran 

A  Natural  Leader 


or  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-3,  P.O.  Box  61119,  New  Orleans,  LA  70161. 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  REL 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

^^^^^bHB^^HUI     Laucala  is  for 
people  who  want  tiie  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyLlay  lifcjl 
Laucala  is  easily  accessible.  Our  island  has  its  owrll 
private  runway  and  daily  scheduled  commercial  fli| 

!' 

Find  out  more  about  thi 
i:)aradise  in  the  Fijis  and  d 
Special  Island  Exclusive. 
Laucala,  owned  and  oper| 
by  Forbes  Magazine.  For 
more  information  writ4 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  • 
81133,  or  call  1-800-FORBl 
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Vant  to  join  in  the  resurrected  merger  game? 
here's  a  fund  that  will  do  it  for  you. 

rakeover  play 


ly  Mary  Beth  Grover 

lERCK  AND  MeDCO  CONTAINMENT, 

lattel  and  Fisher-Price,  Paramount, 
iacom  and  Qvc.  After  a  couple  of 
:ars  in  the  cold,  takeovers  are  hot 
:ain.  Since  June,  38  large  deals,  with 
combined  value  of  $60  billion,  have 
een  announced. 

Want  to  play,  too?  The  no-load 
lerger  Fund,  based  in  Mount  Kisco, 

.Y.,  devotes  itself  exclusively  to  the 
usiness  of  merger  arbitrage.  How 
ell  has  it  done.^  Not  ver)' — so  far.  For 
le  three  years  ended  Aug.  31,  the 
17  million  ftmd  had  an  11.4%  com- 
ound  annual  return,  five  points  be- 
ind  the  Standard  &  Poor's  500  in- 
ex.  Half  the  shortfall  can  be  blamed 
n  the  tiny  fund's  giant  expense  ratio 
1.5%).  The  rest  is  bad  luck. 

The  bad  luck  is  that  portfolio  man- 
ner Frederick  Green,  now  46, 
Dcned  the  hind  in  early  1989,  just 
lonths  before  junk  bond  financing 
roke  down.  That  upset  some  pend- 
[g  deals  and  made  new  ones  ex- 
emely  scarce  for  a  few  years. 

But  with  the  game  warming  up 
jain,  Green's  luck  may  be  changing. 
3  far  this  year  Green's  fimd  is  beating 
le  S&P  500.  "These  are  great  days  for 
bitragers,"  grins  the  former  market 
rategist  at  Kidder,  Peabody  and 
oldman,  Sachs.  "Deal  qualit}'  has 
:ver  been  higher." 

Merger  arbitrage  is  the  attempt  to 

ofit  on  the  spread  between  a  target's 
lock  price  after  an  acquisition  is  an- 
Dunced  and  the  price  the  acquirer 
litends  to  pay  for  it.  Paramount,  for 
jcample,  traded  at  $64.50  after  Via- 
pm  announced  its  intention  to  ac- 
uire  it  for  $69  in  cash  and  Viacom 
ock.  Arbitragers  bought  Paramount 
id  shorted  Viacom.  Assuming  the 
jerger  closes,  the  arbs  will  take  the 
iacom  shares  received  for  their  Para- 
lount  stock  and  use  them  to  cover 
,ie  short  position  in  Viacom. 

Sound  easy?  A  lot  could  go  wrong. 


Frederick  Green  of  the  Merger  Fund 
Finally  ready  for  a  run? 


The  terms  of  the  deal  could  change. 
Paramount  shareholders  might  end 
up  with  shares  of  QVC,  not  Viacom,  so 
that  a  hecige  involving  shorted  Via- 
com shares  could  blow  up.  Or — 
though  it's  unlikely — the  deal  could 
fall  through  altogether,  which  would 
probably  tank  the  stock.  When  a 
planned  deal  is  canceled,  the  arbitrag- 
er loses  more  than  a  few  points.  Last 
year  Green's  fund  took  a  quick  3%  hit 
on  the  collapse  of  Medco  Contain- 
ment Service's  proposed  acquisition 
of  Diagnostek. 

Green  is  fairly  confident  that  Para- 
mount shares  will  be  pushed  a  bit 
higher  as  the  suitors  compete,  then 
fall  later  because  of  the  dilution  that 
Viacom  or  QVC  will  experience  in 
issuing  more  shares  to  finance  the 


winning  offer.  Why?  Since  Para- 
mount's  shares  will  be  partially  ex- 
changed for  shares  of  the  successfiil 
bidder,  if  the  suitor's  stock  drops,  it 
will  drag  Paramount's  down  with  it. 

So  Green  is  not  shorting  either 
Viacom  or  QVC;  instead,  he  is  buying 
Paramount  and  then  selling  in-the- 
money  call  options  against  his  fijnd's 
position.  What  this  means  is  that  un- 
less no  one  ends  up  taking  over  Para- 
mount, Green  should  pocket  a  few 
dollars  per  Paramount  share  with  this 
strategy. 

Here's  another  tricky  one.  Merck 
proposes  to  pay  for  Medco  Contain- 
ment with  an  unpredictable  mixture 
of  Merck  shares  and  cash.  Medco 
holders  will  get  either  1.21  shares  of 
Merck  per  Medco  share  or  $39  in 
cash — unless  too  many  sign  up  for  the 
one  option  or  the  other,  in  which  case 
shares  and  cash  will  be  prorated  in 
some  fashion.  Green  is  doing  the  best 
he  can  to  cope,  shorting  0.7  shares  of 
Merck  for  every  share  of  Medco  that 
he  buys. 

Cash  deals  are  the  cleanest  deals  to 
arbitrage.  In  February  Green  bought 
a  chunk  of  Portland,  Ore. -based  coal 
producer  Nerco  Inc.  for  $11.50  a 
share  after  fellow  coal  prociucer  Ken- 
necott  Corp.  announced  a  $12-per- 
share  cash  bid.  He  realized  the  50- 
cent  spread  as  profit  three  months 
later.  Right  now  Green  is  banking  on 
an  intra- Michigan  deal.  Standard 
Federal  Bank's  $33.25  cash  bid  for 
Heritage  Bankcorp.  He  bought  Heri- 
tage at  $31.50. 

With  deals  flowing  again,  the  fund 
may  do  better  in  the  fiature  despite  its 
poor  start.  Even  with  the  hazard  of 
deals  that  fall  through,  a  diversified 
merger  arbitrage  portfolio  can  be  less 
risky  than  a  portfolio  of  stocks.  That's 
because  the  short  positions  in  the 
arb's  book  remove  most  of  the  expo- 
sure to  the  stock  market's  broad  up- 
and-down  swings.  Both  in  volatility 
and  in  correlation  to  the  market's 
moves.  Merger  Fund  is  among  the 
safest  3%  of  the  equity  fi.mds  tracked 
by  Morningstar. 

Should  yoit  give  this  fund  a  tumble? 
Our  advice  would  be  to  hold  ofi  a  year 
or  so  to  see  how  Green  does  in  a 
livelier  market,  and  to  hope  he  can 
attract  enough  new  money  to  bring 
down  that  horrendously  high  expense 
ratio  fi-irther.  H 
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THE  FUNDS 


The  Istanbul  Stock  Exchange  has  been  hotter  than 
a  Turkish  bath.  So  why  is  the  Turkish  Investment 
Fund  selling  at  a  discount  to  its  net  assets? 

Gold  Turkey 


By  Michael  Schuman 


Sidewalk 
stockbrokers 
in  Istanbul 
A  booming 
market,  a 
neglected 
fund. 


At  10:30  in  the  morning,  the  Istanbul 
Stock  Exchange  opens.  Scores  of 
traders  cram  into  a  space  barely  larger 
than  a  suburban  American  kitchen 
and  scream  their  bids  as  stock  prices 
are  scrawled  on  a  chalkboard.  Two 
hours  later  the  exchange  closes,  but 
this  is  Turkey.  No  sooner  are  the 
doors  closed  than  an  informal  market 
springs  up  on  the  narrow  streets  out- 
side the  somber  gray  exchange  build- 
ing. Calling  to  mind  those  early  days 
of  the  American  Stock  Exchange 
when  it  was  called  the  Curb  Exchange 
for  good  reason,  Turkish  market- 
makers  snap  open  card  tables  and 
umbrellas  on  the  sidewalk  and  peddle 
scrip  to  pedestrians. 

Out  of  this  chaos,  fortunes  are  be- 
ing made  in  one  of  this  year's  best- 
performing  stock  markets.  From  Jan- 
uary to  the  end  of  September,  the 
Istanbul  market  shot  up  183%  in  U.S. 
dollar  terms,  according  to  the  Inter- 
national Finance  Corp. 

Peter  Bennett,  26,  a  philosophy 
graduate  of  Johns  Flopkins  Universi- 
ty, is  an  American  who  knows  his  way 
around  this  arcane  exchange.  He 
manages   the   Turkish  ln\estment 


Fund,  a  $72  million  closed-end  on 
the  New  York  Stock  Exchange  that  is 
the  only  easy  way  for  Americans  to 
buy  into  Turkey.  The  net  asset  value 
of  Bennett's  hmd  is  up  120%  in  1993, 
lagging  the  market  but  still  putting  on 
a  spectacular  performance. 

If  Turkey  sounds  too  exotic  for 
you,  it  doesn't  seem  that  way  to  J. 
Mark  Mobius  of  Templeton  Emerg- 
ing Markets  Fund.  At  about  18%  of 
assets,  Turkish  stocks  are  his  fund's 
second-largest  country  concentra- 
tion. "There's  no  reason  the  [Istan- 
bul] market  won't  continue  to  go 
up,"  he  predicts,  citing  a  drop  in 
short-term  interest  rates,  a  healthy 
stream  of  privatizations  and  new  tax 
incentives  for  domestic  institutional 
investors  to  purchase  equities. 

Even  though  corporate  earnings 
should  grow  by  almost  40%  this  year 
(in  dollars),  the  Istanbul  market  is  still 
selling  at  only  12  times  expected  1993 
earnings. 

At  the  Turkish  Investment  Fund, 
Bennett  seeks  stocks  whose  earnings 
growth  can  outpace  Turkey's  still 
rampant  inflation.  With  prices  rising 
by  better  than  60%  a  3'ear,  companies 


must  raise  their  earnings  by 
thirds  merely  to  stand  still.  "T 
not  something  they  teach  you  in 
ness  school,"  says  Bennett. 

He  favors  consumer-oriented 
whose  customers  can  tolerate 
hikes.  He  also  likes  low  capit; 
quirements  and  low  debt,  since 
key's  high  interest  rates  penalize 
porate  borrowers.  The  fund  has  1 
ly  a  quarter  of  its  assets  in 
breweries,  Ege  Biracilik  and  G 
Biracilik.  Bennett  also  favors  nev 
per  and  television  conglomerate 
bah  and  Milliyet,  which  have 
steadily  hiking  prices. 

In  any  fast-developing  count 
growing  middle  class  craves  its 
automobiles.  Bennett  owns  Tii 
tiremaker  Goodyear  Lartik,  gasj 
distributor  Turcas  Petrolculuk, 
Tofas  Oto  Fabrika,  Turkey's  la 
car  manufacturer,  which  assen 
Fiat-stN'le  cars. 

Remarkably,  though — given 
tendency  of  investors  to  come  lai 
the  party — the  hot-performing 
is  not  hot  on  the  exchange.  It's 
ing  at  a  nearly  2%  discount,  agai 
premium  that  averaged  10%  ir 
first  half  of  1993. 

One  reason  for  this  discount 
be  that  Bennett's  fund  has  unde 
formed  the  Istanbul  average  this 
Why  has  the  fund  dragged  a 
Bennett  is  light  on  banks  and  C 
financial  stocks,  which  have  beer 
in  Turkey  this  year.  They  are  onl 
of  the  fund's  assets,  though  the 
count  for  half  the  total  market  ca; 
ization  in  Istanbul.  Financial  st 
have  risen  370%  this  year,  but  Beij 
thinks  heavY  competition  will  ei 
earnings  growth  in  the  long  run 

Bennett's  fiand  is  less  volatile 
the  Istanbul  market  as  a  whole^ 
that's  not  saying  it  is  a  stock  fol 
ner\'ous:  Last  year  the  Istanbul 
ket  fell  53%  before  putting  on 
year's  fireworks.  Since  its  launc 
late  1989,  the  fimd  has  never  b 
year  in  which  its  share  price  has 
varied  by  at  least  75%.  And  at  2. Si 
operating  expenses  are  currd 
higher  than  those  of  other  smg 
single-countrv'  closed-ends.  Ho^ 
er,  Bennett  expects  the  fund's 
penses  to  fall  to  1.7%  by  year-end 

For  those  who  can  stomach 
risks,  this  is  a  rare  chance  to  get  a 
of  Turkev  at  a  discount. 
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iland  is  one  of  the  fastest-growing  markets 
le  world,  yet  there  are  few  ways  to  play  it 
A/all  Street.  You  can  always  fly  to  Bangkok. 

hopping 
1  Bangkok 


(obert  Rosenstein 

f  A  total  capitalization  of  about 
oillion,  Bangkok's  stock  market 
N  the  21st  largest  in  the  world. 

17  coup  attempts  in  20  years 
ii't  derailed  Thailand's  economic 
th.  For  the  last  5  years  gross 
tstic  product  expanded  at  more 
1 9%  annually  net  of  inflation, 
the  past  5  years  the  Bangkok  SET 
has  risen  17.2%  a  year  in  U.S. 
terms. 

nt  a  piece  of  this?  Unfortunate- 
li  don't  have  many  choices.  List- 
the  New  York  Stock  Exchange 
Thai  and  Thai  Capital — both 
i-end  funds.  That's  about  it. 
|er  is  a  screaming  bargain.  With 
of  $222  million.  Thai  Fund's 
d  expenses  are  a  tolerable  1.7%, 
He  stock  trades  at  a  2.6%  premi- 
» the  value  of  its  portfolio.  Thai 
al  has  traded  a  bit  below  the  net 
falue  of  its  $82  million  portfolio, 
le  discount  has  shrunk  to  0.1% 
xpenses  run  at  2.6%. 
far  the  two  Siamese  hinds  have 
well  enough  to  justify  their  cost, 
i^und  returned  22.7%  a  year  over 
;st  five  years,  the  younger  Thai 
il,  11.3%  over  the  past  three 
I  in  each  case  beating  out  the 
an  Stanley  overseas  index, 
li  Fund,  run  by  native  Kiat-Seng 
out  of  Morgan  Stanley's  Singa- 
pfFice,  is  high  on  banking  and 
\  financial  stocks.  Seeing  a  con- 
g  boom  in  housing  and  con- 
■  spending,  Seah  also  likes  build- 
d  retail  stocks  like  Siam  Cement 
iternational  Cosmetics. 

Capital,  run  by  Charintorn 
^ipootorn  of  the  Mutual  Fund 
td.  in  Bangkok,  also  is  heavy  on 


banks.  But  Charintorn  is  lighter  on 
construction-related  companies  than 
Seah,  figuring  the  pace  of  building 
can't  keep  up.  Six  of  her  top  30 
holdings  are  securities  firms,  which 
should  give  a  nice  boost  if  the  Bang- 
kok market  keeps  rising. 

Figuring  the  Thai  appetite  for  in- 
formation will  continue  to  grow, 
Charintorn  is  buying  various  media 
and  telecommunications  firms,  in- 
cluding Post  Publishing. 

Adventuresome  investors  do  have  a 
few  choices  other  than  the  two  listed 
Thai  Raids.  They  can  emulate  New- 
gate Management  {sec  p.  58 )  and  buy 
a  Thai  closed-end  hind  listed  on  an 
overseas  exchange.  Olliflf  &  Partners 
Pic,  a  London-baseci  brokerage, 
tracks  nine  Thai  hands  traded  in  Lon- 
don and  Hong  Kong.  Many  funds  are 
available  at  discounts  to  net  asset  val- 
ue, some  at  discounts  of  more  than 
25%.  Annual  management  fees  can 
range  from  1%  to  1.35%  of  assets. 


Some  London-listed  funds — for 
example,  Thai-Euro,  which  trades  at  a 
14%  discount — are  even  denominat- 
ed in  U.S.  dollars,  so  you  don't  have 
to  pay  a  currency  conversion  fee  to 
establish  or  unwind  the  position.  You 
will,  however,  pay  fairly  steeply  for  the 
privilege  of  trading  abroad.  Merrill 
Lynch,  for  example,  would  charge 
you  at  least  $650  for  buying  $25,000 
worth  of  one  of  these  dollar  London 
hands.  Wide  spreads  between  bid  and 
ask  prices,  although  narrower  in  re- 
cent months,  can  add  to  the  transac- 
tion costs,  so  find  a  reputable  broker 
with  good  international  contacts. 

There  can  be  tax  complications 
with  investing  in  a  non-U. S.  flmd 
holding  foreign  securities.  Typically, 
foreign  hmds  are  not  required  to  dis- 
tribute— or  even  disclose — their  trad- 
ing gains  and  investment  income. 
Usually  they  just  plow  profits  back, 
creating  a  higher  net  asset  value.  So 
U.S.  investors  are  temporarily  able  to 
defer  tax  in  a  way  they  can't  in  a  U.S. 
fund.  However,  when  you  do  finally 
sell,  the  IRS  gets  even,  in  a  rough 
fashion:  It  treats  your  entire  gain  as 
ordinary  income,  not  capital  gain,  and 
levies  a  penalty  interest  as  though  the 
income  was  distributed  equally  over 
the  time  you  held  the  fiand. 

Other  than  investing  in  a  fund,  you 
might  drop  in  on  a  broker  on  your 
next  trip  to  Hong  Kong  or  Bangkok 
and  ask  about  individual  Thai  stocks. 
Thailand  is  a  fascinating  country.  You 
might  even  combine  a  vacation  with 
some  investment  prospecting.  If  you 
do,  the  IRS  might  even  let  you  deduct 
some  of  the  cost  from  your  taxable 
income.  H 


Thai  game 


Fund/exchange 

Assets 

Recent 

Discount  (-)  or 

—Total  return*— 

Annual 

($mil) 

price 

Premium  ( + ) 

one-yr 

three-yr 

expenses! 

Thai  Asset/Hong  Kong 

$66 

$9,831 

-25.8% 

51.8% 

17.6% 

1.25% 

Thai  Prime/Singapore 

251 

12.30 

-24.0 

10.4 

7.8 

1.20 

Thai-Euro/London 

215 

24.60 

-14.1 

74,2 

26.1 

1.35 

Thailand  International/London 

201 

23.40 

-12.6 

80.9 

24.7 

1.20 

Siam  Selective  Growth/London 

36 

2.142 

-5.9 

63.7 

7.5 

1.20 

Abtrust  New  Thai/London 

29 

1.752 

-5.6 

66.9 

22.4 

1.00 

Thai  Capital/NYSE 

82 

13.38 

-0.1 

36.6 

11,3 

2,63 

Thai  Fund/NYSE 

222 

23.25 

+2.6 

36.4 

11.4 

1.73 

'Annualized  in  U.S.  doilars.   tManagement  fees  only, 
rate,  ^Converted  from  pounds  sterling  at  Sept.  30  exchange  rate 
Source:  Olliff  &  Partners  Pic,  London:  Morningstar,  Inc. 


Converted  from  Hong  Kong  dollars  at  Sept.  30  exctiange 
^Includes  all  fund  expenses. 


Funds  listed  overseas  are  tricky  to  buy,  but  discounts  to  net  asset  value  are  wider. 
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Y  Of  America:s  besi^knq 
Mutual  fund  Companies 
HAVE  ComeTo  Schwab. 


Invesco 

Janus 

Dreyfus 

Founders 

Strong 

Montgomery 

lAI 

Baron 

Cohen  & 
Steers 

Oakmark 

United 
Services 

Kaufmann* 


Twentieth 
Century 

Neuberger  & 
Berman 

SteinRoe 

Benham 

Cappiello- 
rushmore 

Lexington 

rushmore 

Yacktman 

Evergreen 

Skyline 

Berger* 


FOR  NO  LOADS  AND  NO  IRANSACTION  FEES, 

MAYBE  You  Should,  Too. 


Now  you  can  meet  any  investment  goal, 
from  aggressive  growth  to  capital  preservation, 
all  in  one  place:  The  Charles  Schwab  Mutual 
Fund  OneSource™  service.  OneSource  offers  over 
200  well-known  mutual  funds  from  leading  fund 
companies  with  proven  track  records.  What's 
more,  you  won't  pay  loads  or  transaction  fees  to 
invest  in  these  funds. 

And,  to  help  you  select  and  track  your 
investments,  Schwab's  Mutual  Funds  Performance 


Guide®  is  yours  free  when  you  open  an  account 
The  Guide  gives  you  the  information  you  need  to 
compare  funds  and  make  investment  decisions 
without  the  guesswork. 

To  find  out  more  about  Schwab's  Mutua 
Fund  OneSourcerstop  by  one  of  our  190  loca' 
offices  or  call  us  today  at  1-800-2  NO-LOAD, 
ext.  47. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  tlirougli  Scliwab.  Please  review  the  prospectus  carefully  before  investing 

'Funds  in  these  fund  families  cliarge  12b-l  fees  m  excess  of  0,25%.  Available  funds  may  change.  Fees  may  be  reinstated  and  other  resinctions  may  apply  Schwab  reserves  the  nght  to  change  the  funds  available  with  no  transacnon 
feci  (NTF)  and  reinstate  the  fees  on  any  funds  NTF  shares  purchased  may  always  be  sold  without  transacnon  fees  However  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's  normal  transacnon  fee  to  sell  it  as  well 
If  you  make  5  or  more  short-term  redemptions  of  NTF  funds,  (shares  held  6  monilis  or  less),  m  a  12  month  penod,  you  will  be  charged  fees  on  your  future  mutual  lund  trades.  Charles  Schwab  &  Co ,  Inc.  ©  1993  Member  SIPC/NYSE 
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ay  be  true  that  cigarette 
f)king  kills  people,  but  the  tobacco 
:jstry  certainly  isn't  dead. 

/ove  the  sinner 


T  L.  Fisher  is  a  Woodside,  Calif.-based 
manager.  His  third  book  is 
'nds  that  Made  the  Market. 


ic Biblically:  Love  the  sinner — 
he  sin.  In  investment  terms,  buy 
CO  stocks — hate  smoking, 
not  for  me  to  pass  moral  judg- 
on  smoking.  My  job  is  to  identi- 
)d  investment  ideas.  Right  now 
investors  have  a  bearish  wrong 
m  tobacco-related  firms. 
;  stocks  started  sagging  as  they 
;iinton  coming — now  down  on 
5e  30%-plus  from  prior  peaks, 
e  will  escalate  the  war  on  smok- 
ot  only  via  tax  but  also  via  social 
n.  The  epa's  new  edict  that  sec- 
ind  smoke  is  a  major  cancer 
is  a  new,  dubious,  yet  strong 
m  in  the  antismoking  war. 
lultaneously  the  stocks  suffered 
Vlain  Street  pressures.  The  trend 
;ounting  everywhere  else  in  our 
my  finally  hit  tobacco.  No- 
was  this  more  visible  than  when 
Morris  cut  prices  earlier  this 

0  retain  market  share,  hurting 
competitors  and  suppliers.  For 

1  years  the  trend  has  been  for 
iim  brands  to  lose  market  share 
name  discounters, 
everybody  knows  all  this.  The 

IS  are  reflected  in  the  prices  of 
3cks.  What  is  not  reflected  are 
strengths. 

;rseas,  tobacco  is  a  growth  busi- 
^  poor  people  rise  above  subsis- 


tence in  places  like  Africa  and  Asia, 
where  most  of  the  world  lives,  the  first 
thing  they  do  is  reach  for  alcohol  and  a 
cigarette,  because  they  like  it. 

Lung  cancer.'  Medically  mysterious 
as  it  sounds,  many  people  in  poor 
nations  would  love  the  implications  of 
lung  cancer.  Right  now  they  are  not 
likely  to  live  long  enough  to  contract 
it.  My  point?  They  won't  deny  them- 
selves what  small  pleasures  they  can 
afford.  Expect  tobacco  use  outside 
America,  and  so  in  the  overall  world, 
to  grow  slowly  for  20  years. 

In  America,  usage  will  shrink — but 
slowly.  Tobacco  demand  is  inelastic, 
which,  if  you  recall  your  economics, 
means  a  big  price  rise,  by  taxation  or 
otherwise,  causes  only  a  small  drop  in 
use.  If  the  last  20  years'  antismoking 
war  has  cut  demand  only  a  litde,  the 
next  few  years  will  at  most  cut  it  only 
a  little  bit  more. 

But  the  stocks  are  dirt  cheap,  and 
the  market  seems  not  to  have  focused 
on  who  can  reap  advantage  from  the 
non-U. S.  growth  trend.  I  would  fo- 
cus on  those  firms  primarily. 

Universal  Corp.  (23)  is  the  world's 
largest  tobacco  importer  and  exporter 
and  is  well  positioned  in  discount 
tobacco  from  areas  like  Malawi,  and  in 
dark  tobacco,  which  is  very  much 
more  profitable  than  cigarettes. 

Universal  has  steadily  gained  mar- 
ket share  worldwide  in  the  last  de- 
cade, and  keeps  doing  so,  growing  at 
about  7%  per  year.  Down  from  34  last 
year,  the  stock  is  now  at  10  times 
earnings,  27%  of  revenue,  and  has  a 
3.9%  dividend  yield.  Expect  to  see  35 
in  five  years,  which  would  be  a  smok- 
ing 13%  average  annual  return. 

Standard  Commercial  (15)  is  a 
similar  but,  to  my  mind,  slightly  low- 
er-quality firm  whose  stock  is  very 
much  cheaper.  At  11%  of  revenue,  8 
times  earnings,  70%  of  book  value  and 
a  2.7%  dividend  yield,  it  seems  to  me 


you  should  see  30  in  five  years — a 
total  annual  return  of  19%. 

Dibrell  Brothers  (27,  o-t-c)  focuses 
on  overseas  distribution  and  process- 
ing, boosting  its  growth  potential  and 
valuations.  Still,  it  is  dirt  cheap  com- 
pared with  most  stocks.  Down  from 
44  earlier  this  year,  it  sells  at  34%  of 
sales,  has  a  p/e  of  10  and  a  dividend 
yield  of  2.9%.  Dibrell  may  get  the 
most  flmdamental  growth  of  the  firms 
mentioned  in  this  column — perhaps 
10%  per  year  averaged  over  the 
1990s — or  more.  And  the  stock 
should  do  better  than  that. 

The  cigar  market  isn't  growing 
much,  but  its  years  of  shrinking  look 
to  be  over.  Even  in  America  there  is  a 
bit  of  a  fad-like  comeback  in  this 
category.  Witness  Ci/jar  Aficionado's 
birth  as  a  successful  magazine  entry — 
just  as  other  new  periodicals  have  a 
virtually  impossible  time.  There  are 
even  new  "cigar  night"  events  pro- 
moted by  snooty  restaurants  all  over 
the  U.S.  All  this  will  benefit  Culbro 
(14),  which  is  General  Cigar,  and  it 
should  have  a  better  tliture  than  you 
would  expect  from  its  past.  The  stock 
sells  at  an  amazingly  low  55%  of  book 
value,  5%  of  its  $1.3  billion  revenues, 
about  1 5  times  my  guess  of  next  year's 
earnings.  Down  from  58  in  1987,  I 
would  expect  to  see  it  above  30  before 
the  year  2000. 

I  wouldn't  even  worry  much  about 
Philip  Morris  (46),  huge  as  it  is  and 
sitting  directly  in  the  Clinton  gun- 
sights.  Its  great  American  consumer 
franchise  in  leading  cigarette  brands 
and  Miller  beer  will  likely  sufter,  but 
overseas  the  American-style  cigarette 
is  the  hot  growth  category',  and  big 
MO  has  tremendous  marketing  skills. 
The  stock  is  down  from  86.  Enough! 
At  9  dmes  earnings  and  a  5.6%  divi- 
dend yield  on  a  40%  payout  ratio,  it's 
hard  to  see  this  company  not  gaining 
some  momentum  long  term.  Hi 
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if  Harvey  Penick  taught  the  world  how  to 

invest  rather  than  how  to  play  goif, 

here  is  how  he  would  approach  the  subject. 


Fore! 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


Harvey  Penk:k  may  be  the  greatest 
golf  instructor  who  ever  lived.  When- 
ever Penick's  pupils  felt  apprehensive 
about  their  games  or  about  a  big 
match,  Penick  would  tell  them  sim- 
ply, "Take  dead  aim."  Meaning: 
Imagine  ahead  how  you  are  going  to 
hit  to  that  spot — a  high  draw  to  the 
left  side  of  the  fairway,  short  of 
the  trap,  etc.  By  contrast,  most 
of  us  under  pressure  tend  to  go 
blank,  swing  the  club  and  hope  for 
a  positive  outcome. 

That's  good  investment  advice, 
too.  Most  stock  ideas  lack  sharp  focus. 
For  example:  "You  shoulci  buy  this 
stock  because  its  price/earnings  ratio 
is  lower  than  the  market  and  the  chart 
says  that  it  is  under  accumulation."" 
To  me,  that's  like  swihging-and-hop- 
ing  in  golf  It  is  certainly  not  reason 
enough  to  buy  a  stock.  Yet  many 
people  make  their  investments  based 
on  such  vague  and  flimsy  reasoning. 

The  stock  market  equivalent  of 
Penick's  dead-aiming  would  involve 
looking  for  stocks  with:  an  attractive 
price,  misperception  of  its  value  with- 
in the  investment  community'  and  a 
reason  for  expecting  that  perception 
to  change  in  the  reasonably  near  fu- 
ture. (As  we  know.  Wall  Street's 
graveyards  are  filled  with  people  who 
were  right  too  soon.) 

Here  are  two  ideas  I  think  have 


all  these  characteristics  right  now: 

Maxus  Energy  (7)  is  a  stock  I  have 
previously  mentioned.  It  has  gone 
nowhere.  Nevertheless,  I  stubbornly 
believe  that  it  is  a  well-conceived 
investment  idea  that  is  becoming 
more  timely.  I  continue  to  own  the 
stock.  It  meets  all  three  of  my  require- 
ments for  dead-aiming. 

Valuation.  Based  upon  current  en- 
ergy prices,  Maxus  has  a  breakup 
value  of  $12  per  share.  Estimated 
discretionary'  cash  flow  for  1994  is 
$2.  Therefore,  the  stock  sells  at  a  37% 
discount  to  breakup  value  and  at  less 
than  four  times  discretionary  cash 
flow.  Over  the  last  five  years,  the 
company  has  replaced  more  than 
150%  of  its  production  at  a  finding 
cost  of  less  than  $5  per  equivalent 
barrel  of  oil.  Further,  the  company 
has  the  most  exciting  portfolio  of 
high-potential  exploration  plays  of 
any  medium-size  exploration  and 
production  company  in  the  world 
with  which  1  am  familiar.  Discoveries 
already  made  but  not  booked  or  de- 
veloped in  Ecuador,  Bolivia  and  Co- 
lombia could  add  very  materially  to 
the  reserve  base  of  the  company. 

The  misperceptions  abound.  Here 
are  some  examples: 

"Shad,  I  don't  care  what  you  say, 
Maxus  looks  like  death  on  the  chart." 

"So  what  if  they  make  a  big  discov- 
ery, the  Bolivians  will  just  steal  it 
from  them." 

"I  don't  like  natural  resource  com- 
panies with  debt  in  a  deflationary 
world." 

Maxus  has  a  long  list  of  detractors, 
nobody  on  Wall  Street  is  recommend- 
ing it  and  there  are  a  number  of 
potential  negatives,  but  that's  why  it  is 
a  bargain.  One  of  the  negatives  is  the 
fact  diat  Maxus'  professional  direc- 
tors don't  seem  to  believe  the  story, 
based  on  their  paltry  holdings  in  Max- 
us' stock.  Another  is  that  the  compa- 
ny has  done  an  inefttctive  job  of 


telling  its  story.  Nevertheless,  I 
the  proof  is  in  the  barrels  ir 
ground.  The  romance  of  the  oil 
ness  has  always  been  the  big  di 
ery.  This  company  keeps  doing 

The  smartest  analysts  I  kno" 
bullish  on  the  price  of  oil.  Durin 
fourth  quarter  of  this  year  worl 
mand  for  oil  will  exceed  oPKC:'s  c 
ity  to  produce  oil,  and  prices  si 
rise.  This  forecast,  of  course,  is  \ 
contrar)'  to  the  conventional  wi} 
that  there  is  a  world  oil  glut  anc 
prices  will  decline  in  real  terms  fo 
foreseeable  future.  If  and  as  oil  j 
firm  and  rise,  so  too  should  the  s 
of  Maxus. 

Will  Maxus  prove  a  winner.^ 
cerely  hope  it  will.  My  reasoiij 
lildng  it  certainly  fit  my  versic 
Harvey  Penick's  dead  aim. 

As  a  group,  South  African  j 
mining  companies  would  also  se^ 
fit  the  bill.  These  companies  s| 
one-third  to  one-half  the  valua 
of  their  North  American  counteij 
like  Newmont  Gold.  That  is  bei 
of  social  and  political  instabilii 
South  Africa  and  also  because  ol 
nomic  and  investment  sanction? 
have  been  levied  against  South  ^ 
by  nations  throughout  the 
Hundreds  of  funds  and  brok( 
firms  will  not  touch  South  Al 
shares.  Merrill  Lynch,  as  an  exaii 
will  not  take  even  unsolicited  a 
in  South  African  shares. 

The  political  climate  is  chan 
Nelson  Mandela  and  African -A^ 
can  leaders  in  the  U.S.  are  cryinj 
for  the  lifting  of  investment  sane 
against  South  Africa  because  n 
ingful  reforms  have  taken  place. 

If  and  as  even  a  few  investors  w 
wide  reinvest  instead  of  disinve 
South  Africa,  the  adrs  of  comp 
like  Free  State  Consolidated  | 
Mines  (10),  Vaal  Reefs  Exploratil 
Mininjj  (7)  and  Kloof  Gold  Mi 
Co.  (10)  should  rise. 
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Introducing  AMutual  Fund 
Service  FhmiACompany 
ThatNeeds  No  Introduction. 

Ihe^^Line 

Mutual  Fund  Survey 


Every  serious  investor  knows  our  name. 

[uite  possibly  we've  helped  more  of 
1 1  make  more  money  in  stocks 
raore  years  than  any  other 

.tment  information  company. 

Vow  the  same  incomparable 
'  ntage  is  available  to  muaial 

investors — with  77?^  Value 

Mutual  Fund  Survey.  And  at 

prisingly  affordable  price. 

,000  Investment  Ideas 
For  Only  $295 

We  Value  Line  Mutual  Fund 
.  e)'  analyzes,  rates  and  reports 
()()()  mutual  funds.  That's 
i )'  800  more  than  the  other 
I  r  service.  And  for  a  whole  $  100  less ! 
iVe  give  you  full-page  analyses  of  1,500  established 
I  c  and  bond  funds  through  our  bi-weekly  Ratings  & 
i)rts .  Every  page  is  clearer  and  contains  more  use- 
!  [formation  than  anything  comparable.  And  each 
is  updated  three  times  a  year 
^We  also  give  annual  subscribers  selected  infor- 
mation on  500  younger,  smaller  funds 
the  undiscovered  "pearls " 
you  might  never  hear  of 
until  the  smart  money 
has  been  made. 
Plus,  every  two  weeks 
you'll  get  the  very  latest 
performance  statistics  and 
ratings. .  .every  month  you'll 
receive  without  charge  the  Value  Line 
Mutual  Fund  Advisor —  an  insider's 
.letter  filled  with  investment  tips  and  trendsetting 
lopments. .  .and  twice  a  year  we'll  send  annual 


subscribers  our  unique  analysis  of  the  100 
leading  fund  families. 

Subscribe  Risk-Free  For 
3  Months  Or  A  Full  Year. 

You  can  order  a  three-month  trial  for  only 
$49. .  .or  an  annual  subscription  for  just  $295. 
Either  way,  you'll  get  Value  Line's  full  money- 
back  guarantee. 

Extra  Special  Bonus! 
Value  Line's  indispensable  guide  How  to 
Invest  in  Mutual  Funds  is  yours  absolutely 
free  with  your  trial  or  annual  subscription  if 
you  order  nouK 

Call  Toil-Free  1-800-284-7607  ext.8414 

for  credit  card  orders.  Or  mail  this  coupon  to: 
The  Value  Line  Mutual  Fund  Survey,  711  3rd  Avenue,  NY,  NY  10017-4064 

^  □  YES!  Please  send  me  The  Value  Line  Mutual  Fund  Surt'ey  for  a  3-month  ^ 
trial  for  only$49.  Also  send  my  free  bonus  —How  to  Invest  in  Mutual  Funds. 
I  understand  that  if  I  convert  to  an  annual  subscription,  I  receive  all  additional 
materiids  ;is  stated  below — plus  full  credit  for  my  trial  fee. 

□  I  prefer  to  sign  up  for  a  full  year  for  just  $295,  and  receive  now  bonus 
coverage  of  500  newer  funds,  the  special  analysis  of  100  fund  families, 
a  free  newsletter  binder,  and  How  To  Invest  in  Mutual  Funds. 


w 

■■■f  you 

perfori 


□  Check  enclosed.  Charge  my:  □  VISA  □  MasterCard  □  American  Express 


I  am  an:     □  Individual  Investor(Ol)        □  Financial  Planner  or  Broker  (02) 
□  Institutional  Investor  (03)     □  Other  (04) 

MONEY-  BACK  GUARANTEE :  If  not  completely  satisfied,  I  may  return 
all  materials  in  good  condition  within  30  days  for  a  full  refund.  My 
copy  of  How  to  Invest  in  Mutual  Funds  is  mine  to  keep  regardless. 

Please  allow  4-6  weeks  for  delivery  N\'  residents  add  sales  tax.  Foreign  rates 
upon  request.  Your  subscription  may  be  ta.x-deductible;  consult  your  tax  advisor. 
THE  VALUE  UNEMLITUAL  FUND  SlIRVEY  ^11  3RD  AVENUE,  NY,  N\'  10017-4064 
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From  tlie  people  who  wrote  tlie  boolc  on  investment  analysis. 
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The  government  giveth,  but  the  government  can  take 
away  with  a  vengeance.  Remember  when  medical 
companies  and  health  care  workers  were  loved  by  all? 

Who^s  next? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


EvKRY  American  deserved  the  best 
medical  care  money  could  buy.  But 
then  mounting  medical  costs  helped 
push  the  budget  deficit  to  nosebleed 
levels,  and  business  and  private  payers 
became  shocked  by  accelerating  med- 
ical bills.  From  being  a  hcvo  for  pro- 
longing life  and  preserving  health, 
medicine  has  become  a  villain  to  be 
carefully  watched  by  Uncle  Sam. 

Last  year  the  Justice  Department 
and  the  FBI  made  health  care  fraud  a 
priority  and  started  using  such  power- 
ful weapons  as  Rico  and  wiretaps 
against  people  in  the  business. 

National  Health  Laboratories  set- 
tled a  Medicare  fraud  case  related  to 
excessive  blood  tests  for  $11L4  mil- 
lion. T2  Medical  is  under  investiga- 
tion for  illegal  kickbacks  to  doctors 
who  refer  patients  to  facilities  in 
which  they  have  a  financial  interest. 
National  Medical  Enterprises'  opera- 
tions nationwide  were  recently  raided 
by  600  ¥lil  and  other  federal  agents 
looking  for  evidence  of  wrongdoing. 

Baxter  hiternational  has  been  tem- 
porarily banned  from  federal  con- 
tracts because  it  sold  goxernment 
hospitals  more  products  than  earlier 
agreements  called  for.  Zealous  of  our 
welfare,  the  Clinton  Administration 
says  it  will  collect  information  to  de- 
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tect  health  care  "profiteering." 

What  may  seem  amazing  about  this 
antifraud  approach  to  medical  cost 
control  is  its  retroactive  nature.  CJiief 
executixes  are  shocked  to  learn  that 
their  companies  broke  the  law  by 
doing  what  they  have  always  done. 
Fa'CU  prosecutors  admit  that  many  of 
the  actions  they  now  condemn  were 
earlier  accepted  as  common  practice. 

There's  a  moral  here  for  investors 
and  business  people.  Always  expect  ex 
post  ficto  punishment  for  industries 
that  for  a  time  enjoy  official  favor  but 
then  fall  into  disfavor.  He  who  accepts 
the  king's  favor  today  risks  being 
brandecl  as  a  traitor  tomorrow. 

Aggressive  real  estate  lending  and 
the  liberal  appraisals  that  accommo- 
dated homebuyers  were  encourageci 
when  Washington  had  a  soft  spot  in 
its  heart  for  housing.  But  that  spot 
turned  to  stone  when  federal  deregu- 
lation of  ,s&i,s  led  to  their  collapse  and 
the  costly  and  embarrassing  bailout. 
Congress  and  the  White  House  are 
monsters  who  devour  their  own  pre- 
viously k)ved  children. 

It  happened  to  bankers  wht),  after 
the  1973  oil  embargo  and  price  jump, 
were  encouraged  by  the  State  Depart- 
ment to  recycle  petrodollars  to  finan- 
cially weak  Third  World  countries. 
When  those  countries  defaulted,  who 
did  the  pc^liticians  blame?  You 
guessed  it.  Those  "stupid"  bankers. 

Washington  fawned  over  the  de- 
fense industiy  during  the  C'old  War, 
but  turned  on  the  likes  of  General 
Dynamics  and  McDonnell  Douglas 
for  earlier  cost  overruns  And  illegal 
entertainment  once  East-West  ten- 
sions eased. 

The  behavior  of  states  is  no  differ- 
ent. New  Jersey  has  enjoyed  tax  reve- 
nues from  the  chemical  industiy  for  a 
century.  With  chemicals  out  and  envi- 
ronmentalism  now  in,  however,  the 
state  demands  cleanup  of  wastes  that 
were  perfectly  legal  when  dumped. 


Who's  next.'  Well,  start  with  fe 
Hood  insurance.  A  1973  law  req 
it  for  commercial  bank-origiij 
mortgages  on  houses  on  tloodp 
yet  only  13%  of  eligible  homeo\ 
have  it.  The  rest  didn't  think 
would  need  it,  and  banks  were  ti 
rant  to  insist  on  it  for  fear  of  1 
mortgage  business  to  mortgage  Ij 
ers  who  have  no  similar  ret]uiren 

But  then  came  the  great  1993 
sissippi  fiood  affecting  seven  Miq 
states,  where  a  mere  5%  of  th(j 
flood -hazard  areas  were  signed  u 
the  federal  program.  Knowing 
histor}'  of  such  things,  the  scrj 
easy  to  write.  Congress  will  ti^ 
the  law  and  make  scapegoats 
banks  that  didn't  insist  on  h' 
owners'  buying  flood  insur 
Meanwhile,  those  homeowners 
sanctimoniously  sue  their  mort| 
lending  banks  for  not  enforcinj 
law.  In  the  end,  the  banks,  no 
federal  government  or  reckless  h 
owners,  will  pay  and  pay  and  pajj 

Health  insurers  are  also  due 
trip  through  the  ex  post  justice 
grinder.  So  far,  the  health  frauc 
are  allied  with  the  insurers  ag 
medical  doctors  and  medical  si| 
companies.  When  that  field  is 
exploited,  however,  Clinton  & 
faced  with  the  huge  expense  of 
medical  plan,  will  look  for  examp 
waste  and  abuse  to  justifs'  their  u\ 
estimation  of  the  plan's  costs 
financing  rec]uirements. 

Visualize  the  headline:  Medic; 
surers  Accused  of  InefFicienciesi 
ministration  Moves  to  C-ollect  d 
payments.  Already  the  Adminj 
tion  wants  to  repeal  health  insi 
exemption  from  antitrust  laws, 
drug  companies  are  another  targ 

Then  there  will  probably  be  an 
er  blast  at  the  banks  who  made 
dent  loans.  Ever)'one  loved  the 
gram  until  the  Administration  d 
ed  that  the  government  can  i 
cheaper  itself  than  by  guarantt 
bank-originated  loans.  Look  f 
least  a  few  "greedy"  bankers  ( 
skewered  in  public  for  profiteeriij 
poor,  struggling  students. 

Whom  the  government  makesi 
the  government  e\'entually 
upon.  If  you  are  in  a  business  ( 
investment  that  enjoys  official  I 
be  assured  that  that  favor  ma)'] 
turn  to  fuiy. 
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lU  are  looking  for  cheap  stocks,  the  best  place 
id  them  is  among  high-priced  ones. 


/OW  pnce  versus 
!Ood  price 


SZLO  BIRINYI  JR. 


irinyi  Jr.  is  president  of 
lates,  New  York,  a 
iisulting  firm. 


\RI)  Baruch, 
d  speculator. 


the 


sclf-pro- 
once  said  that 
Miccd  stocks  are  usually  high 
because  tliey  are  worth  more. 
K  )\\  e\  er,  is  not  what  many  indi 
iinestors  want  to  hear.  The\' 
I  )king  tor  low-priced  stocks  that 
cconie  high-priced.  Like  most 
.  m  my  business,  I  am  contin- 
iskcd  to  recommend  a  nice  $5 
tliat  could  go  up  "just  $5"  in 
\i  \  ear  t)r,  preferably,  less. 
\  c  bad  news  for  those  folks.  My 
jccntly  did  a  study  that  shows 
)ur  chances  of  investment  suc- 
i  c  a  lot  better  if  you  buy  10 
of  a  $50  stock  than  100  shares 
1  one. 

went  through  the  s&r  Stock 
tor  1979  and  found  656  is- 
rading  at  $5  or  less.  Of  that 
cr  onlv  151  were  in  business 
end  of  1989,  a  decade  later, 
tedly  some  of  them  might 
cen  taken  over  or  merged,  but 
-  w  $5  stocks  ever  get  bought 
I)  1  am  comfortable  in  saying 
n\y  23%  existed  at  the  end  of 
cade.  Furthermore,  the  ma 
ot  those  names  had  fallen 
\  trom  substantial  highs.  Bob 
for   e.vample,  ended 


r(  )oks. 


1979  at  3%,  down  from  its  post- 
1960s  high  of  39.  Winnebago  was 
21/8,  but  it  had  been  481/4. 

That  is  what  Bernard  Baruch 
meant — most  low-priced  stocks  at  the 
end  of  1979  were  just  low-priced,  not 
cheap  in  the  fundamental  sense. 

If  you  had  bought  100  shares  of 
even'  one  of  the  656  companies,  it 
would  have  cost  you  $217,800.  Ten 
\'ears  later?  You  would  ha\e  just  over 
iialf  of  it  left— $120,780  to  be  exact. 
(Actually  the  experiment  somewhat 
lax'ored  low-priced  stocks  because  it 
included  only  those  of  sufficient 
size  and  qualit)'  to  be  included  in 
the  Stock  Guide.) 

Had  you  instead  invested  the  same 
amount  in  an  index  based  on  the 
Dow  Jones  industrials,  you  would 
have  had  close  to  $700,000  a  gain 
of  228%.  And  many  Dow  stocks  paid 
dividends  while  you  owned  them. 
The  number  of  $5  stocks  that  mailed 
significant  dividend  checks  is  proba- 
bly somewhere  between  none  and 
very  few. 

Let's  now  move  higher  up  the 
price  scale.  What  happened  if  you 
bought  only  stocks  trading  at  50  or 
over?  We  found  134  such  in  1979. 
LInfortunately,  we  can't  calculate  to 
the  dollar  how  the  list  would  have 
done  because  so  manv  of  the  compa- 
nies in  this  group  were  taken  o\'er  or 
split  up  and  payment  made  using 
bonds,  notes  or  stock.  And  these 
companies  have  had  a  tendency  to 
split,  and  assuring  that  each  split  was 
accounted  for  is  difficult. 

In  rough  numbers,  however,  100 
shares  of  each  of  these,  which  would 
have  cost  $812,000,  were  worth  at 
least  $2,170,000  at  the  end  of  the 
decade.  The  best  performer:  Berk- 
shire Hathawav,  which  was  an  expen- 
sive $320  per  share  at  the  end  of 


1979,  was  $8,675  per  share  at  the 
end  of  1989. 

In  today's  market  a  lot  of  stocks  are 
high-priced.  As  Baruch  said,  they 
should  be.  But  that  should  not  scare 
you.  1  would  generally  be  suspicious 
o!  low-priced  stocks,  if  only  because 
investors  are  so  anxious  to  finci  under- 
valued situations  that  these  stocks 
may  have  attracted  more  buying  than 
they  desei-ve. 

Among  the  high-priced  stocks  you 
might  consider  are  several  1  have 
mentioned  in  previous  columns. 
First,  Wells  Farjjo^  which  is  one  of  the 
highest-priced  of  all  stocks.  At  128 
most  investors  can't  buy  more  than  a 
round  lot  or  two,  but  remember  that 
Berkshire's  Warren  Buffett  {see 
Forbes,  Oct.  18)  is  one  of  the  reasons 
this  stock  trades  above  100. 

Gi  (96)  and  Motorola  (98)  have 
both  made  runs  at  the  magic  100 
level,  but  I  would  rather  buy  on  sus- 
tained dips  than  pay  that  price.  In  the 
past  when  they  declined,  it  was  a  real 
opportunity,  and  any  substantial  mar- 
ket move  now  should  be  reflected  in 
these  names  as  well. 

Among  the  stocks  that  also  dwell  in 
that  high-priced  neighborhood  are 
McDonnell  Doujjlas  (90),  which,  like 
Wells  Fargo,  is  an  issue  short-sellers 
have  maintained  was  o\'erpriced,  even 
at  40  or  50  per  share.  The  stock  has 
only  doubled  from  there,  and  I  still 
see  new  buyers. 

Last,  some  other  stocks  that  may 
give  you  sticker  shock  are  Morgan 
Stanley  (88),  Chevron  (94)  and  Mer- 
rill Lynch  (100).  They  may  be  up 
there  in  price,  but  so  are  bmws  and 
Rolexes.  The  lact  that  two  of  these  are 
brokerage  firms  is  a  good  sign  for  the 
market  as  well.  Low  price  is  not  syn- 
onymous with  good  price.  Not  in  cars 
and  watches,  not  in  stocks.  H 
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The  stock  picking  ability  of  Value  Line's  ranking 
system  is  well  known.  Turns  out— gulp!!— that 
Value  Line's  pretty  good  for  market  timing  as  well. 

• .  •  And  the  news 
isn't  good 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  [Dearborn  Financial  Publishing). 


The  STOCK  MARKHT  will  be  no  highcr 
four  years  from  now  than  it  is  today. 
That's  the  bearish  forecast  of  a  little- 
known  but  highly  reliable  market 
timing  system  based  on  data  that 
appear  in  the  Value  Line  Investment 
Stin^ey  (the  well-known  advisoiy  ser- 
vice published  by  Value  Line  Inc. ). 

Why  haven't  we  heard  of  this  tim- 
ing system  before?  One  reason  is  that 
Value  Line  in  the  past  didn't  advertise 
it.  As  tar  as  I  know,  it  was  another, 
much  smaller  investment  letter — Dan 
Sei\'er's  pad  System  Report — that  first 
advocated  using  Value  Line  data  as  a 
market-timing  tool.  Onl\'  recently 
have  others  begun  to  take  notice  of 
the  system. 

The  Value  Line  Investment Snrvc"\i'% 
fame  derives  from  the  usefulness  of  its 
reports  and  its  legendary  stock  pick- 
ing abilities.  Each  week  it  ranks  1 ,700 
stocks  according  to  their  expected 
performances  over  the  ne.xt  6  to  12 
months.  Value  Line's  top  100 
stocks — its  Group  1 — have  outper- 
formed the  market  in  most  of  the 
years  since  1965.  And  it  has  propelled 
the  Value  Line  Investment  Surrey  ro  a 


second-place  ranking  among  all  let- 
ters the  Hulbert  Financial  DitTcst  has 
tracked  since  1980. 

Where  rests  its  new  usefulness  as  a 
market-timing  tool?  It  lies  in  a  feature 
of  the  serx  ice  in  which  Vakie  Line's 
analysts  forecast  the  prices  of  each  of 
their  1,700  stocks  in  three  to  five 
years'  time.  It  is  the  median  of  these 
price  projections  that  is  now  recog- 
nized as  an  extremely  valuable  mar- 
ket-timing tool. 

Right  now  the  median  of  Value 
Line's  projections  is  for  a  55%  price 
appreciation  over  the  next  three  to 
five  years. 

Sound  bullish?  It  isn't.  According 
to  those  who  have  studied  three  de- 
cacies  of  Value  Line's  forecasts,  its 
price  projections  consistently  haxe 
been  about  70%  too  optimistic.  Cor- 
rected for  this  bullish  bias.  Value 
Line's  analysts  in  effect  are  forecast- 
ing that  the  stock  market  will  be 
about  15%  lower  in  three  to  fne 
years.  Add  dividends  back  in  and  you 
get  a  projection  for  an  essentially  Hat 
total  return  for  stocks  ox  er  the  next 
se\'eral  years. 

How  reliable  a  market  forecaster  is 
this  use  of  Value  Line  data?  Enough 
to  convince  sex  eral  normalh'  skeptical 
academics,  who  tvpicalh'  take  it  (m 
taith  that  the  market  can't  be  timed. 
The  study  recei\ing  the  most  recent 
publicir\'  appeared  this  summer  in  the 
Journal  of  Portfolio  Alana/jement  by 
Baylor  Uni\'ersitv  professors  William 
Reichenstein  and  Ste\en  Rich.  An- 
other was  authored  bv  the  former 
editor  of  that  journal,  Peter  Bern- 
stein, and  appeared  in  the  advisoiT 
letter  he  circulates  to  his  mone\' 
management  clients. 

These  academic  conclusions  ha\c 


now  been  confirmed  by  an  interr 
Value  Line  study.  The  strongest  c(j 
relation  to  emerge  from  these  studi 
was  between  a  gi\'en  median  projc 
tion  and  the  actual  level  of  the  mark 
four  years  later.  In  other  words,  Vali 
Line's  current  projections  are  goc 
for  telling  us  where  the  stock  mai  k 
will  be  in  1997. 

Market  letter  publisher  Dan  Seivd 
who  has  been  advocating  this  use 
Value  Line  ciata,  has  every  reason 
feel  vindicated  by  the  recent  attentic 
paid   to   this   market-timing  tod 
Seiver,  who  is  professor  of  Economi 
at  Miami  LIni\ersitv  (Ohio),  has  ben 
using  Value  Line's  median  profit  pr 
jection  to  time  the  market  since 
least  1985.  That's  the  year  he  startc 
using  this  market-timing  strategy 
his  in\estment  advison'  letter. 
1986  he  also  dex  oted  a  chapter  to  it 
his  book  Outperforminjf  Wall  Strt 
(Prentice  Hall). 

How  well  has  the  tool  sent 
Seiver?  He  built  up  a  large  cash  pos 
tion  during  the  summer  of  1987,  ar 
he  was  one  of  the  few  ad\  isers  wlj 
were  bearish  during  the  1987  crash 

At  the  August  1987  top,  Vali( 
Line's  median  projected  three-t' 
five-year  price  appreciation  fell 
40%.  It's  only  marginalK  higher  tod; 
at  55%,  and  Seiver  agaii  's  bearish. 

Does  this  market-tu  ling  syste 
predict  that  a  bear  markc  w  ill  begj 
right  awav?  Not  necessaiiK'.  Stoc 
still  could  rise  from  here  prior 
dropping  back  to  today's  lex'els  j 
se\eral  \'ears'  time.  Indeed,  Petj 
Bernstein  points  out  that  the  mark 
still  has  about  15%  upside  potential 
fulfill  this  market-timing  systeir 
projection  in  1990  for  where  the  m.i 
ket  would  be  in  1994. 

Sei\er  doesn't  disagree  with  Ben 
stein's  analysis  as  much  as  he  que 
tions  its  relevance.  'T'm  not  playiii 
for  the  last  dollar,  attempting  to  pii 
point  the  exact  top,"  he  told  me.  '1 
the  market  is  projected  to  be  no  higl 
er  in  four  years'  time,  then  wh\'  tat 
the  risks  of  being  fulh'  in\ested  j 
stocks  now?"  ! 

In  addition  to  building  up  a  50 
cash  position,  Sei\er  also  is  recon 
mending  four  short  sales  in  his  mod 
portfolios:  Carter  Wallace  (recci 
price,  33),  Eranklin  Resources  (51 
International  Game  Technologi' 
(41)  and  Qvc:  Nerw-ork  ( 56 ).  ■ 
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Defined  Asset  Funds    are  unit  investment  trusts  that  Kelp  define  opportunity. 

With  the  growth  of  free  market  economies,  investors  can  take  advantage 
of  our  international  hond  and  equity  portfolios.  And  investing  internationally 
helps  to  diversify  your  overall  portfolio  risk.  Ask  your  financial  professional 
for  more  information.  Call  i-8oo-562-2g26,  ext.  448. 


  Merrill  Lynch   

lith  Barney  Shearson  •  Paine  Webber  •  Prudential  Securities  •  Dean  Witter 

nospectus  containing  more  complete  information  on  any  Defined  \sset  Fund,  including  all  charges  and  expenses  and  the  special  considerations  associated  with  risks 
of  global  and  international  investing,  including  currency  risk,  is  available.  Read  the  prospectus  carefully  before  investing. 


HNANCIAL  SERVICES 


FINANCIAL  SERVICES 


IS  THE  MARKET 
'^TOO  HIGH'^? 


Is  the  stock  market  now 
tieaded  lor  sizable  gains, 
or  lor  another  "tree  tall'"' 

Before  you  make  any  de- 
cisions to  unload  slocks,  or 
to  buy  more,  or  to  stand 
pal.  I  urge  you  to  check  at 
once  the  current  status  of 
my  key  market  Indicators 
MARTIN  ZWEIG  vvhich  I've  spent  more 
than  30  years  developing. 

These  are  the  indicators  that  enabled  The 
Zweig  ForecasI  to  show  a  50.4%  gain  for  the 
"crash  year '  of  1987  with  a  9%  portfolio  gam  on 
Black  t(/londay  itself. ..and  that  made  possible 
the  Forecast's  huge  685.9%  gains-with  not 
even  one  down  year-over  the  13  years  (through 
6/93)  since  Hulbert  began  monitoring  advisory 
services  (Past  results  are  no  guarantee  of 


future  performance.) 

Let  me  rush  you.  as  a  bonus,  the  very  latest 
issue  of  The  Zweig  Forecast  showing  you  exactly 
what  my  key  indicators  are 
saying  now.  Plus  the  un- 
listed number  of  my  tele- 
phone hotline  which  up- 
dates my  indicator  readings 
at  least  three  times  a  week 
Plus  a  gift  copy  of  my  book. 
"Winning  on  Wall  Street" 
($20  retail).  Act  today  Pro 
rata  money-back  guaran- 
tee, of  course. 


EXTRA  BONUS 


Three-Month  Trial  $55. 
One  Year  $265.  VIsa/MC. 
1-800-535-9649  Ext.  9061 

THE  ZWEIG  FORECAST 

PO.  Box  2900,  Wantagti,  NY  11793-0926 


VOICE  MAIL 


An  introductory  sul^scription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line  s  mo 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  slot 
each  week  for  10  weeks  for  $85=$55.  Available  only  once  every  three  year 
any  household.  SPECIAL  BONUS:   "With  your  subscription  you  also  w 
receive  a  copy  of  WALL  STREET  WORDS,  an  accessible  dictionary  of  ov 
3.500  terms  (retail  price  $8.95).  In  addition  to  clear  definitions,  this 
convenient  guide  features  special  explanations,  helpful  hints,  and  casi 
histories  on  87  topics  of  special  interest,  contributed  by  32  industiy 
professionals — plus  48  case-example  paragraphs  by  the  author.  (Avalla 
while  supplies  last.)  Your  subscription  to  Value  Line  may  be  tax  deductit 
Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name 
address  and  zip  code  together  with  this  ad  or: 

CaU  Toil-Free  1-800-833-0046 

(Ext.  2903-Oepl  616F25)  American  Express.  MasterCard  or  Visa  24  hours  a  day. 
days  a  week.  30  day  Money-Back  Guarantee.  Alkiw  4  weeks  for  delivery 
NY  residents  add  sales  tax  Foreign  rates  upon  request 

The  Value  Line  Investment  Survey^ 

7 1 1  3rd  Avenue 
NY.  NY  10017-4064 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under  $300. 


Voice  Mail 
Call  Processing 
Faxon-Demand 

1-800-947-4884 

Demo  (510)  S22  (800 
FAX  (510)  S.!2  555(1 


TALKING  TECHNOLOGY,  INC. 


w= 


PRESENTATION  EQUIPMENT 


EDUCATIONAL  SERVlf. 


LASER  POIHTER 

m 


Engraving  Available! 


DIVCO  Technologies,  inc. 
An  Ameri(an  Company 


Mode  in  the  USA  -  1  Year  Warranty 


University  Degr 

Home  study  Associate,  Bad 
Masters,  and   Doctoral  da 
Paralegal,     Law,  Psycti 
Business  Administration, 
Care  Administration,  Interni 
Business,    Human  Peso 
Technology  Management. 
Call  f800)  477-2254 
Southern  Calitornia  Univei 
202  Fashion-F,  Tustin  CA 


BUSINESS  OPPORTUNITIES   ■   BUSINESS  OPPORTUNITIES 


COLLEGE  DEGRI 

BACHELORS  •  MASTERS  •  DOC 

Fw  Wort.  LHe  Kit  k 
Eip^ftmce  •  Ho  CU 
Attcndwice  Hin 

1-800-423-33 
FAX  (310)4711 
or  two  (tet3lM  n 
lof  Free  Enlul 

Pacific  Western  Unive 

600  N  Stpuiveaa  BivO  Otpi  1B5  Los  Angelw. 


Rriccs  subiecl  10  chanoe  wilhoul  notice 


ACCOONTING^OFTWARE 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Deiaware 
corporations.  Generai,  Aircraft, 
Boat  a  Stieit  Corporations. 
DiiuM  irf   Ca't'Write  fof  FREE  KIT: 

K^istrv      P  °  ^""^ 
I^W  ■  ■   Wtlmingtor),  DE  19899 

m  hkl  800-321-COflP. 302-652-6532 


PieM  imports 


store  No,  900  Associate  Store 

A  Home  Furnishings  Retailer 
For  sale  Unlimited  sales  potential. 
Ideal  for  direct  importer  or  investor. 
Write  to;  President,  Amcorp 

P.O.  Box  44 

Mobile,  AL  36601-0044 


BEST  I 

S  O  F  T  W  A^R^E  PRICESt 

10  Accounting/Distribution  Modules 
Full  Installation,  Training  &  Support  ' 
Network  or  Single  User  Available 
AMEX,  VISA,  IVIASTERCARD 


1-800-455-884fv^ 
IVIatrix  Computer  SysteYOs,'  Inc. 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SAI.E  BY  OWNERS 
Major  Manji^acturlng  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATJONWIDE 


LETTER  OF  THE  LAW 

Luw  newsletter  edited  by 
experienced  attorney  for  consumers 
and  businesses.  Save  on  legal  fees. 
Send  check  or  M.O.  for  $80.00  for 
X  issues/year  or  $  1 0.00  for  sample 
issue  to  H)C  PUBLIC  ATIONS, 
P.O.  BOX  76.1.  Ottawa.  II.  61350-076.1. 


EDUCATIONAL  SERVICI 


EXTERNAL  DEGR 

BA/BS  MS/MBA  PhD/JI 
I  Credit  for  work./life  exp  •  Accn 
(800)  955-8879  (24  hrs; 
LaSaLLE  UNIVERSr 
Dept.  879  Slidell,  LA  70459-S 


Forbes: 
Capitalistic 


ClAL  SERVICES 


uiiths  or  years  of  troublesome 
te  on  your  estate!  Tfiis  valuable 
li  will  introduce  you  to  important 
latioR  regarding  estate  planning 
that  can  assure  your  estate  and 
icy  at  your  death,  Ttiis  is  your 
to  learn  something  that  only  3% 
'  Americans  know  about. ..in  the 
icy  of  your  home. ..at  a  cost  of 
i;:imately  25%  of  what  you  would 
I  ay  an  attorney  for  the  same 
information! 


Learn  how  to; 
I'  vide  for  your  loved  ones  years 

after  your  death! 
void  thousands  of  dollars  of 

legal  fees  and  taxes! 
•  Keep  your  family  together 

after  you're  gone 
.  (no  family  squabbling)! 


s  a  factual  information  video... 
r  a  will  or  trust  kit  This  video 
elp  you  make  proper,  informed 
ns  about  your  estate  in  your  own 
interest  No  salesman  will  call 
lappiness  NOW  and  the  future 
'Our  loved  ones  is  at  stake'. 

er  Now!  Only  ^9.95 

/ISA  &  Maste'Caid  accepted 

OO-MY  FUNDS 

(1-800-693-8637) 

.  I'vriQ  ana  riindhng  Outside  U  S  add  S3  00 
'I  :  ilv  two  to  three  weeks  delivery 


JOINT  VENTURE 


substantial  publicly 
raded  company  on 
VSDAQ  interested  in 
"Joint  Venture- 
edical  Field"  with  a 
nail  company  with  a 
limum  of  3  year  track 
d  of  $200,000  profit  to 
elop  and  take  public. 
Vrite  to  P.O.  Box  D 
vate  and  Confidential 
Forbes  Magazine 
ifth  Ave.,  NY,  NY  10011 


ELLANEOUS  FOR  SALE 


iiTMENT  GEMSTONES! 
ANTEED  LIQUIDITY!!! 

&  sell  Diamonds  and  all 
Gemstones.  Free  wholesale 

ince  1967!  Member:  Jewelers 
Trade  &  Chamber  of 

ce. 

HOUSE  OF  ONYX 

.in  St..  Greenville.  KY  4234.'i 
844-3100  or  FAX  502-338-9605 


'iformation  on 
is/Market  Classified: 
inda  Loren 
20-2440 
12-620-2472 


PRESENTATION  EQUIPMENT 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


smmiJE 

LASER  PatNTER 


EXECUTIVE  GIFTS 


WATCHES 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


72 

SILVER 

»82 

WHITE 

*82 

BUCK 

'120 

24K  GOLD 

Plus 


•  1  year  Warrantv  •  <  5mW 

•  Range  up  to  100  yds 

•  2  AAA  Battenes  Included 
DEALER  mumiES  WELCOME! 

55  Oak  Court,  Danville,  CA  94526 
161510  820-1763  •  Fax  510-820-8738 


800-854-6686  DEPT.  I 


EXECUTIVE  Gins 


INVESTIN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill,  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1930 

9478  W  Olympic  Blvd.,  B  H  .CA  90212 

800-421-0754 


THE  ULTIMATE  PREDATOR 

BY  TIM  JOSEPH 
BRONZE  LIMITED  EDITION 
$24O.0O  (4-hX81/J-i) 

Plus  S8  Skipping  &  Handling  A 


1-800-875-6888 


MC/VISA 

P.O.  Box  9080 'Denver,  CO  80209 

PREHlAORIC 

PRESERVATION 


FREE 
CATALOG 

of  business  hooks  for  sale 
by  the  U.S.  Government! 

Wrilt  1(1 

Frcr  Businc'.>  (  aulog 
U  S  (.ovcrnmini  Pfmimn  Offiii- 
Office  of  Mjrkfling— Slop  SM 
Washmnion  l)<  20401 


GARGOYLES 


other  fine  replica  sculpture 
&  architectural  ornaments  for  your 
home,  office,  garden  -  even  your 
computer  monitor! 

FREE  Color  Catalogue 
1-800-525-1733,  ext.  F453 

DESIGN  TOSCANO 

1  5  E.  Campbell  St.,  Dept.  F45  3, 
ArlinKtim  Heights,  IL  60005 


CARVED  MAHOGANY 
S 


•  16  lo  22"  models  ore  hand- 
cfohed  from  solid  mohogony  with 
hondpointed  mofkings  ond  detotis 

•  Over  160  models  in  stock 

•  Priced  from  $99  50 

•  Satisfoction  guoronleed 

Coll  1-800-950-9944 


PACIIIfll'C. 


WOUD'SUADINCIUjaiS 
WRNI 
AOOSCUinUBS 

l<2SSN«*7»Slniel 
ScoisdoltAnpoJi.SZ  85240 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


World's  Largest  Salection  of  Audio  Books 

•Bestsellers  ' 

on  Cassette  J" 

Full-length  " 

Readings  z 

Call  for  Free  g 

Brochure  T 


(800)  626-3333 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  tinished    •  Full  colors 

•  100%  U.S.A.-made 
We  ll  custom-make  any  emblem  tor  youl 
Delivery;  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
NewMiltord,     CT     06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


ANY  WATCH. 
ANY  STYLE. 
ANYTIME. 
CALL  TODAY. 
NO  DELAY. 


1-800-528TIIVIE 


^KRG 


PHILADELPHIA  •  BALA  CYNWVD 

CALL  FOR  FREE  CATALOG. 

.  WATCHES  FROM  $100.  TO  SlOO.OPq,. 


EXECUTIVE  GIFTS 


CmpldmS(iil]\Mm 

L'bb'HL'  \'cL-hk-^  liUmmi  ilunlii}' 


Flying  Cloud 


Mil-Class  Craftsmnshifi 
Other  Fine  Nautical  Works  Available 

SEACRAFT™ 

CLASSICS 

7850  E.  Ems  M.  Ste.  109.  Scottsiale,  AZ  85260 
FAX  (602)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


JOINT  VENTURE 


A  substantial  publicly  traded 

company  on  NASDAQ 
interested  in  ".Joint  Venture  - 
Medical  Field"  with  Senior 
Executives/Director  of  major 
corporation,  minimum  3  year 
.successful  track  record. 
To  develop  a  company 
of  their  own  and  eventually 
take  public. 
Write  to  P.O.  Box  C 
Private  and  Confidential 
Forbes  Magazine 
60  Fifth  Ave..  NY.  NY  10011 


SHARING 


IS  CARING 


EDlTItfgY  THOMAS  JAFFE 


Scoi*e  one  for  investors 

Revknue  Ruling  93-61 ,  recently  an- 
nounced by  the  Internal  Revenue  Ser- 
vice, is  good  news  tor  inxestors  who 
own  the  shares  of  companies  being 
acquired  in  the  latest  spate  of  big  cash 
and-stock  deals — including  Aftiliatcd 
Publications  (by  New  York  Times), 
Medco  Containment  Services  (by 
Merck)  and  presumably  Paramount 
Communications  (by  whomever). 
The  ruling  states  that  if  the  sharehold- 
ers of  the  company  being  acquired 
have  owned  their  shares  for  more  than 
one  year,  when  they  exchange  those 
shares  for  cash  and  new  stock  in  the 
acquiring  company,  the  cash  portion 
of  the  deal  is  taxable  as  a  long-term 
capital  gain  (at  a  28%  rate)  rather  than 
as  ordinary'  income  (up  to  39.6%). 

This  is  a  welcome  reversal  of  the 
position  held  by  the  iRS  since  1975, 
when  it  ruled  that  such  cash  payments 
were  to  be  treated  as  dividends,  and 
therefore  taxable  as  ordinary'  income. 
In  making  the  change,  the  iRS  finally 
followed  the  leaci  of  a  1989  ruling  by 
the  Supreme  Court  in  Clark  v.  U.S. 

But  investors  aren't  the  only  ones 
cheering  the  iRS'  decision.  According 
to  Lehman  Brothers  tax  expert  Rob- 
ert Willens,  it's  also  good  news  for 
companies  that  contemplate  making 
cash-and-stock  deals.  "Companies 
often  want  to  issue  as  little  stock  as 
possible  in  a  merger  in  order  to  mini- 
mize dilution,"  he  says.  "This  will 
make  the  use  of  cash  much  more 
palatable."  -Laura  Saunders 

Questions  regarding 
Apple  Computer 

Might  THE  next  big  takeover  be  that 
of  Apple  Computer,  Inc.?  At  a  recent 
23V2,  Apple's  118.3  million  o-t-c 
shares  have  slid  over  60%  since  the 
start  of  the  year — a  loss  of  roughly 
$4.1  billion  of  market  capitalization. 
The  stock  now  trades  for  less  than  a 
third  of  its  1991  high  of  73y4. 

Just  how  vulnerable  is  Apple?  The 
$7.6  bilhon  (estimated  fiscal  1993 
sales)  company  has  no  long-term 
debt;  as  of  June  30  it  had  $857  million 
of  cash  and  equivalents,  or  $7.40  per 
share,  in  the  till.  Take  away  the  cash, 
and  tlie  market  is  valuing  Apple's 
business  at  just  over  $1.8  billion. 

How  bad  is  that  business?  Apple 
had  a  big  operating  loss  in  the  June 
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Apple's  Newton  Notepad 

Headed  for  another  company's  pack? 


quarter,  when  it  also  took  a  $199 
million,  or  $1 .72-a-share,  aftertax  re- 
structuring charge.  A  dismal  Septem- 
ber quarter  is  expected.  The  new 
hand-held  digital  note  taker,  the 
Newton  Notepad,  is  a  disappoint- 
ment, and  prices  on  the  Macintosh 
line  are  being  slashed.  The  consensus 
estimate  is  that  Apple  earned  $2.33  a 
share  for  the  fiscal  year  ended  Sept. 
30,  1993,  and  will  earn  $1.95  in  the 
current  year.  John  Sculley,  though 
still  chairman,  was  squeezed  out  last 
June  as  chief  executive  and  has  been 
replaced  by  Michael  Spindler. 

So  where's  the  opportunity? 
Next  year  Apple  will  introduce  a 
family  of  computers  based  on  the 
promising  Power  PC  chip  it  devel- 
oped with  Motorola  and  IBM.  If  the 
new  Power  PC  machines  sell  well,  at 
these  levels  Apple  stock  is  a  bottom 
fisher's  dream. 

For  which  companies  might  Apple 
make  strategic  sense?  Among  those 
with  richly  priced  stock  to  swap:  GE, 
Bell  Atlantic,  AT&T,  MCl,  Motorola, 
Oracle  Systems,  Hewlett-Packard  and 
Microsoft.  Remember,  this  is  all  pure 
speculation.  But  it's  a  fact  that  Apple 
is  a  solid  company  and  a  good  brand 
name.  -Fleming  Meeks 

Continental  divided 
opinion 

On  Sept.  2,  after  emerging  from 
Chapter  1 1 ,  the  stock  of  Continental 
Airlines,  Inc.  began  trading  on  the 
NYSE — and  was  quickly  hammered 
from  almost  30  (on  a  when-issued 


basis)  to  a  recent  15V4.  (All  price 
for  Continental's  1 1  million  CI; 
shares.  The  6  million  Class  A  si 
sell  a  bit  higher. ) 

Clearly,  most  investors  expect 
bulence  at  $5.5  billion  (sales)  C 
nental.  But  some  savv)'  airline  w; 
ers  think  the  stock's  a  bargain  at 
altitude.  Says  Edmund  Greer 
who  publishes  The  Airline  Mor 
"You  can  make  a  case  for  this  sto 
the  20s."  There  is  greater  upsidei 
reorganized  carrier  can  boost  its 
par  revenue  yield  per  passenger. 

How  come  the  stock  eras 
Mainly  because  some  of  Conti 
tal's  30,000  former  unsecured  ci 
tors  rushed  to  sell  the  stock  th 
received  for  their  claims.  Another 
son:  Continental  soon  plans  to  s 
million  new  Class  B  shares. 

Meanwhile,  Continental's  two 
gest  holders  cannot  now  buy 
stock.  As  a  foreign  carrier.  Air  C 
da,  with  a  24.3%  voting  interes 
barred  from  upping  its  stake  al 
25%.  Air  Partners  L.P.,  which 
formed  by  former  Bass  adviser  D 
Bonderman  and  has  a  41.5%  vo 
interest,  can't  buy  or  sell  stock  m 
the  offering  of  new  shares  is  pend 

True,  the  airline  business  is 
sick.  Despite  shedding  $3.5  billio 
debt  thanks  to  its  reorganizal 
Continental  remained  slightly  in 
red  its  first  tAvo  months  out  of  b; 
ruptcy.  Yet  Continental  has  one  ol 
industry's  lowest  cost  stnictures, 
cents  per  seat  mile.  That  will  impi 
by  the  second  quarter  of  1994  i 
the  retirement  of  30  older  pla 
about  10%  of  its  jets.  And  Contine 
plans  to  cut  its  42,000  work  foro 
2,500.  -James  R.  Nor] 


If  you  could  hate  only  oi 

The  Dow  may  be  up  nearly  1 0% 
year,  but  there  are  big  pockeW 
market  weakness.  One-third  of  pj 
licly  traded  stocks  priced  at  or  ab 
$5,  reports  Merrill  Lynch,  are  dd 
'20%  or  more.  Where  might  the  i 
bombs  fall?  Streetwalker  asked  s( 
leading  short- sellers  and  hedge  f 
managers  which  stock  they  would 
short  if  they  could  choose  only  on 
Ronald  Elijah,  manager  of  Rob 
son  Stephens'  Value  Plus  Fund, 
learned  from  apparel  distributors 
screen  print  shops  that  there's  a  h 
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I  surplus.  So  he's  shorting  T 
iiakcr  Fruit  of  the  Loom;  recent 
price,  31  Vs.  Already  it's  show- 
iiinous  bulges  in  inventories  and 
ables.  Finished  goods  inven- 
Ibr  the  June  quarter  were  $426 
n,  up  from  $308  million  six 
IS  before.  "With  that  kind  of 
or}'  growth,  it'll  have  to  move 
r  lower  prices,"  says  Elijah,  who 
.  the  stock  could  drop  30%. 
hacl  Murphy,  editor  of  die 
need    Stock    Service^  recom- 
s  shorting  $3.6  billion  (sales) 
A  ay  Services.  Recent  o-t-c  price: 
or  19  times  expected  1993  earn- 
.  )f  $3.10  a  share.  Roadway  has 
;  cd  heavily  to  enter  airfreight — 
liat  it  capitalized.  But  Roadway 
,  expensing  those  costs  once  the 
i  :ss  opened  on  Sept.  19.  In  all, 
i  vay  will  spend  $100  million  or 
to  get  into  airfreight.  Murphy 
ts  1994  earnings  to  fall  to  $2.50 
,  and  the  stock  to  sell  off  into  the 
50s. 

ton's  George  Putnam,  publish- 
thc  Turnaround  Letter,  is  bet- 
against  Lone  Star  Industries, 
in  Chapter  11,  its  NYSE-listed 
lately  traded  at  P/s.  But  he 
iis  they're  worth  about  half  that, 
ompany  actually  agrees.  Its  own 

anization  plan  estimates  that  its 
It  shares,  after  reorganization, 
1  be  worth  59  to  74  cents, 
/id  Hines,  president  of  Conway, 
iased  Hines  Management,  cor- 
foresaw  a  halving  in  the  price  of 
irc  maker  McAfee  Associates 
lES,  Jan.  4,  1993).  Now  he's 

( g  against  Intermagnetics  Gen- 
whose  Amex-listed  stock  has 
ed  since  June  to  a  recent  17%. 
-laims  to  have  developed  an 
-friendly  Freon  replacement  for 
air  conditioners.  Chrysler  has 
\  a  conditional  agreement  to 
ase  the  product  for  use  in  its 

1  cars.  "We're  hopeful  that  the 

nnce  will  prove  suitable,"  says  a 
ier  spokesman,  "but  there  are 
gnificant  hurdles." 
les  adds  that  sales  are  declining 
srmagnetics'  core  business — the 
jonductive  magnets  and  wire 
n  magnetic  resonance  imaging, 
ler  bad  omen:  insider  selling  as 
3ck  has  rallied.  Hines  thinks  IMG 
Top  back  to  8  or  lower,  down 
')0%.  -NormAlsterM 
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WRONG  answer:  RIGHT  answer: 

The  Iradilional  necktie.         This  exaordinary 
Passport  4500! 

This  holiday,  knock  the  socks  off  your 
favorite  driver  by  giving  the  gift  guaran- 
teed to  dehght:  a  Passport  4500  SuperWide 
radar-t- laser  detector.  Passport  4500 
provides  total  4-band  protection  from 
both  radar  and  laser  (including  SuperWide 
Ka  frequencies).  And  it  comes  with  our 
new,  exclusive  DPR  Anti-Falsing  Circuitry 
to  minimize  Ka  falsing. 

This  holiday,  choose  the  right  gift. 
Give  a  Passport  4500  SuperWide. 


ESCORT  products  are  designed  and  manufactured  in  the  USA. 


To  order,  call  toll-free: 

1-800-433-3487 

Passport®  4500  SuperWide  $229 

plus  shipping  &  handhng  Ohio  res  add  6%  sales  tax. 

Ask  About  Our  Money-Back 
Holiday  Guarantee 

ESCORT 
►  Department  401003 
5200  Fields-Ertel  Road 
Cincinnati,  Ohio  45249 

ESCORT. 

The  Innovative  Edge!" 


Mutual  Fund  MarketcN: 
Forbes 

199^  Mutual  Fundd  Portfolio 
CouJdnt  Have  Come  At  A  Better  Time! 

with  many  traditional  savings  efforts  yielding  unsatisfactory 
returns,  mutual  funds  are  a  hot  topic  for  FORBES'  affluent,  active 
investors.  More  and  more  of  FORBES  765,000"  subscribers  are 
turning  to  mutual  funds  as  a  vital  investment  choice. 

It's  easy,  effective  and  affordable  to  introduce  your  fund  to  our 
readers  in  the  FORBES  1 994  MutUfll  Fulldf  PorHollO. 

Don't  miss  this  opportunity  to  generate  quality  leads  in  a  proven 
high-response  medium. 


Issue  Date:  February  !  4,  1 994 
Closing  Date:  December  21 ,  1993 


For  more  details  and  a  reprint  of  our  last  section,  please  call: 

Donna  Tarr  Sarah  Madison 

Phone:  (212)  620-2339  Fax:  (212)  620-2472  Phone:  (505)  296-6141  Fax:  (505)  293-4647 

Forbes 

"Rate  base  increase  from  /.iO.OOO  lo  76S,000  as  of  Jan.  \,\994 


Capture  the  Attention 
of  Influential  and  Responsive 
American  Business  Leaders  in  the 
1993  FORBES  Area  Development  Guid( 


Loday,  it's  more  important  than  ever  to  boost  your  region's  visibility  in  the  business 
marlcetplace.  If  you'd  like  to  expand  existing  business,  bring  in  new  businesses  or  increase 
investment  dollars...  It's  time  for  the  1993  FORBES  Area  Development  Guide.  Take  advantage 
of  this  great  opportunity  to  highlight  your  area's  best  features,  including  key  location, 
educated  workforce,  business  incentive  program,  and  quality  of  life. 

Access  the  Nation's  Leading 
Site-Selection  Decision  Makers 

FORBES'  750,000  subscribers  offer  an 
unsurpassed  concentration  of  top  busi- 
ness executives.  This  key  audience  has 
the  authority  to  recommend  cmd 
approve  site  selections  for  major  corpo- 
rations nationwide. 

A  High  Visibility  Section  That 
Stimulates  Reader  Response 

This  guide  draws  the  reader's  immedi- 
ate interest  and  attention  with  its  color- 
ful design  and  layout.  You  can  choose 
1/2  or  1/4  page  ad  units  in  either  four- 
color  or  black  &  white.  Readers  can  eas- 
ily request  more  information  with  the 
section  s  own  reader  service  card. 


It's  easy  and  affordable  to  participate -don't  miss  out  on  this  opportunity 
Issue  Date:  December  20, 1993  •  Closing  Date:  October  25, 1993 

For  more  information  please  call  Linda  Loren  at: 
Phone:212-620-2440  Fax:  212S20-2472 


Forbes 


EDITED  DY  DERO  A.  SAUNDERS 


more  things  change  . . ." 
ears  ago  in  Forbes 

I  Ml.  issuHOF  Ocri'.  27,  1923) 
.  ther  America  is  to  sink  towards 
ition  or  be  steered  along  the 
vith  of  evolution  will  be  deter- 
mainly  by  how  our  business 
nancial  leaders  behave  them- 
!t  'capitalism'  conducts  itself 
iiiiigly.  .  .  .  then  the  dangerous 
isni  now  stalking  the  country 
bside.  If  not,  it  won't.  It  will 
AjMession  through  the  ballot, 
crippling,    throttling  conse- 
tes  to  business  and  to  us  all." 

y  of  the  old  stock  who  have 
lutomobile  devotees  for  25  years 
dng  kindly  to  balloon  tires.  Con- 
o  the  directions  fi'om  tiremakers, 
lave  been  driving  for  many  years 
)-pound  air  pressures  and  have 
le  larger  tire  bills  without  whim- 
for  the  comfort  of  it.  But  tlie 
in  tire  with  the  same  pressure  is 
!tter,  they  admit." 

at  Britain's  offer  of  further  tar- 
eferences  to  her  dominions, 

at  the  Imperial  Conference  in 
n  at  London,  was  regarded  in 
nistration  circles  here  as  a  direct 
nge  to  the  retaliatory  provision 

American  tarifflaw.  .  .  ." 

ears  ago 

THt:  ISSUE  ov  Nov  1 ,  1933) 
farmers  have  discovered  a  soil 
and  more  productive  than  any- 

c\er  found  by  gold-mining 
-ciors.  And  how  they  are  culti- 
,  it!  The  harvest?  The  diamond 

of  Kimberley  and  the  gold 
<  )rthe  Witwatersrand  are  barren 


in  contrast.  The  dazzling,  incompara- 
bly lucrative  soil  now  being  exploited 
by  our  farmers  is  the  American  tax- 
payers' pocket." 

"Makers  of  air-conditioning  equip- 
ment, unwilling  to  concede  that  their 
sales  must  be  confined  to  warm 
weather  periods,  are  now  going  after 
the  cold-weather  market.  Their  sales 
arguments  are  impressive:  that  air 
conditioning's  three  fimctions — con- 
trol of  temperature,  of  humidity  and 
of  dirt  in  the  atmosphere — are  as  im- 
portant during  the  winter  as  during 
the  summer." 

50  years  ago 

(From  thk  issuk  of  Nov.  1 ,  1943) 
"The  Treasury  maintains  its  reputa- 
tion for  tax  bungling.  Instead  of  for- 
mulating a  plan  which  would  reason- 
ably tax  the  many  millions  who  have 
benefited  financially  by  the  war,  Trea- 
sury Department  functionaries  sug- 
gest cutting  down  the  total  number  of 
taxpayers  by  some  9,000,000.  Could 
anything  be  more  incongruous,  more 
nonsensical,  more  fantastic.^" 

"The  average  automotive  worker  is 
receiving  a  weekly  paycheck  of 
$58.47  cash.  In  terms  of 'real'  earn- 
ings— dollar  wages  adjusted  to 
changes  in  the  cost  of  living — the 
weekly  paycheck  is  worth  $46.19. 
Both  figures  represent  the  highest 
peak  in  the  history  of  the  automotive 
industry." 

25  years  ago 

(From  THK  ISSUK  OF  Nov  1,  1968) 
"Who  and  where  is  Arthur  Rock?  We 
are  glad  to  report  that  Rock,  now 
aged  42,  is  alive  and  well  and  living  in 


Novel  1933  rail 
promotion  used 
radio  broadcast 
of  the  sound  of 
the  Louisville  & 
Nashville's  crack 
Pan-American 
Limited. 


San  Francisco.  He  is  living  very  well, 
in  fact.  Ten  years  ago  he  was  a  strug- 
gling security  analyst  in  the  canyons  of 
Manhattan.  Today  he  is  worth,  on 
paper  at  least,  upwards  of  $  1 0  million, 
which  enables  him  to  indulge  his  pref- 
erence for  San  Francisco  over  the 
East  " 


The  first  Forbes  Money  Man,  Arthur 
Rock  of  California,  appeared  in 
the  May  21, 1968  issue. 


"Kodak  has  been  losing  some  of  its 
share  of  the  U.S.  photographic  mar- 
ket since  1960.  Such  competitors  as 
Polaroid  Corp.,  GAF,  Bell  &  Howell, 
3M  and  a  host  of  foreign  companies 
have  been  nibbling  away  at  the  rapidly 
expanding  $3  billion  market.  Al- 
though Kodak  last  year  accounted  for 
over  40%  of  gross  national  photo 
product  in  the  U.S.,  this  was  down 
from  over  50%  in  1960." 

10  years  ago 

(From  thk  issuk  of  Ocn .  23,  1983) 
"Stuaqpak  is  Eskimo  for  big  store. 
The  Stuaqpak  here  at  Barrow  [Alaska] 
is  a  new  and  handsome  $4  million, 
two-story,  windowless  building  the 
size  of  a  suburban  supermarket.  On 
sale,  an  introductory  special:  Perrier, 
at  $3.29  per  23-ounce  bottle.  Yen  for 
Mexican  food?  Go  to  Agvik  (Bow- 
head  Whale)  Street  and  drop  in  at 
Pepe's  North  of  the  Border,  the  234- 
seat  Mexican  restaurant  that  features 
Huevos  Marina,  a  two-egg  Alaska 
crab  and  shrimp  omelet  with  beans 
and  tortilla  for  $13.75.  While  Fc)K3ES 
was  in  town,  immigration  agents 
hauled  six  Mexican  illegals  out  of 
Pepe's  for  deportation.  .  .  ."  H 
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When  we  keep  our  noses 
very  close  to  our  own 
daily  tfrind  for  a  very 
lonjj  period,  we  are 
in  danffer  of  becomin£[, 
every  now  and  a^ain, 
pessimistic.  The  best 
cure  I  know  of  is  to 
pack  up  and  visit 
other  parts  of  the 
country.  Toit  can't pfo 
very  far  wronjj  no 
matter  which  direction 
you  take.  Last  year, 
for  example,  I  was 
wonderfully  braced  up 
by  a  visit,  first,  to 
the  southern  part  of 
the  Pacific  coast .  .  . 
where  I  climbed  mountains 
to  see  sta£i^erinjf  hydro- 
electric developments 
carried  out  there  with 
daring  enterprise  and 
admirable  courage. 


-B.C.  R)iu?Es 


We  have  slain  a  large  [Soviet] 
dragon,  but  now  we  must  live 
in  a  jungle  filled  with  a 
bewildering  variety  of 
poisonous  snakes,  and  in 
many  ways  the  dragon  was 
easier  to  keep  track  of 
-C.I.A.  HEAD  R.  James  Woousey 

Nature  uses  as  little  as 
possible  of  anything. 

-Kepler 

Why  is  it  that  the  more 
mistakes  people  make, 
the  more  paranoid  they 
become  about  other 
people's  mistakes? 
-Robert  Hale 

A  man  never  reaches  that 
dizzy  height  of  wisdom 
that  he  can  no  longer  be 
led  by  the  nose. 
-Mark  Twain 


A  Text... 

Thus  saith  the  Lord,  Let 
not  the  wise  man  glory  in 
his  wisdom,  neither  let  the 
mighty  man  glory  in  his 
might,  let  not  the  rich  man 
glory  in  his  riches:  But  let 
him  that  glorieth  glory  in 
this,  that  he  understandeth 
and  knoweth  me,  that  I  am 
the  Lord  which  exercise 
loving- kindness,  judgment, 
and  righteousness  in 
the  earth:  for  in  these  things 
I  delight,  saith  the  Lord. 
-jERi-:MIAH  9:23-4 


Sent  in  by  Keith  E.  Kennedy, 
Quinton,  Va.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


I  don't  remember  anybody's 
name.  How  do  you  think  the 
"dahling"  thing  started.^ 
-Eva  Gabor 

They  are  sure  to  be  esteemed 
bravest  who,  having  the 
clearest  sense  of  both  the 
pains  and  pleasures  of  life, 
do  not  on  that  account 
shrink  from  danger. 
-Thucydides 

When  he  says  "Sit  down!"  I 
don't  even  look  for  a  chair. 

-Player  (ABOUT  Vince  Lombardi) 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  In  a  three-volume  boxed 
set  at  $69.50  ($27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $27.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Valor  is  a  gift.  Those  having 
it  never  know  for  sure  whether 
they  have  it  till  the  test 
comes.  And  those  having  it  in 
one  test  never  know  for  sure 
if  they  have  it  when  the 
next  test  comes. 
-Cari.  Sanhburg 

The  only  way  some  of  us 
exercise  our  minds  is  by 
jumping  to  conclusions. 

-CuLLEN  High  TOWER 

I  would  not  say  that  old  men 
grow  wise,  for  men  never  groWj 
wise;  and  many  old  men 
retain  a  very  attractive 
childishness  and  cheerflil 
innocence.  Elderly  people  are 
often  much  more  romantic  thai) 
younger  people,  and  sometimes 
even  more  adventurous,  having 
begun  to  realize  how  many 
things  they  do  not  know. 
-G.K.  Chesterton 

Knowledge  accumulates  in 
universities,  because  the 
freshmen  bring  a  little 
in  and  the  seniors  take 
none  away. 
-Academic  saying 

[In  the  theater]  you've  got 
to  perform  in  a  role  hundreds 
of  times.  In  keeping  it  fresh 
one  can  become  a  large, 
madly  humming,  demented 
refrigerator. 
-Ralph  Ri{:hardson 

If  you  don't  know  where  you 
are  going,  every  road  will 
get  you  nowhere. 

-Henry  Kissinger 

I  used  often  to  go  to 
America  during  Prohibition, 
and  there  was  far  more 
drunkenness  there  than 
before;  the  prohibition  of 
pornography  has  much  the 
same  effect. 
-Bertrand  Russell 
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FUTURE  •  TOM  PETERS  SINGS  FAI 


3  9042  00067808  ^3 
Plugged  into  Wall  btreet  Dy  laptop  ana 

cell  phone,  fund  manager  Liz  Greetham 

has  life  by  the  (Bermuda)  shorts. 


p.  156 


YOU 

ARE 

HERE 


THE  DATA  YOU 
NEED  IS 


HERE  HERE  HE 


No  Problem.  InterSpan'^  Frame  Relay 
Service  links  all  your  locations  and  all  your 
people  to  all  the  information  they  need. 

If  you're  going  to  outperform  the  competition 
these  days,  you've  got  to  have  your  information  in  the 
right  place  at  the  right  time.  AT&T  InterSpan  Frame 
Relay  Service  handles  high-speed  information  going 
to  many  locations,  quickly  reliably  and  economically 

Whatever  you're  doing,  from  distributed 
order  and  information  processing  to  multimedia  and 
image  transfer,  InterSpan  Frame  Relay  Service  can 
improve  your  productivity  and  help  you  service  your 
customers  better. 

And  because  one  size  does  not  lit  all,  we  work 


with  you  to  design  the  exact  frame  relay  solution  for 
your  particular  business  needs. 

InterSpan  Frame  Relay  Service  is  backed  by  a 
dedicated  staff,  the  expertise  of  AT&T  Bell  Labora- 
tories and  the  global  support  for  internetworking 
domestic  and  international  applications.  And  since  it 
works  with  multiple  protocols  and  different  vendors' 
equipment,  it  allows  you  to  protect  your  existing 
investment. 

It's  all  part  of  the  InterSpan  Data  Communica- 
tions Services  family  of  high-quality  innovative  data 
connectivity  solutions  designed  to  make  it  easier  to 
link  people,  locations  and  information. 

To  find  out  more,  call  your  AT&T  Account 
Executive  or  1  800  247-1212,  Ext  621. 


ATgT 

The  right  choice. 


©  1992  AT&T 


WIRELESS    INFORMATION    DELIVERY    FROM    MOTOR  Oi 


WIRELESS  INFORMATION:  Power  for  the  Road  Warrior! 

Iiitomiation  is  power,  and  EMBARC'''^^  delivers  it  to  the  people  who  need  it  most — road  warriors 
hke  you!  EMBARC  Infonnation  Services  will  keep  you  tuned  to  a  variety  of  interests,  and  the 
vvdrld  at  large,  to  put  you  a  step  ahead  in  today's  fast-moving,  competitive  marketplace. 

Your  EMBARC  subscription  includes  general  news  and  weather  from  USA  TODAY  at  no 
additional  charge.  Optional  .services  from  USA  70D/\y  include  industry  news  selections  such  as 
Technology  and  Telecommunications,  plus  Personal  Investing,  Insurance.  International  News  and 
even  Spoils — timely,  useful  mformation  to  boost  productivity. 

With  HeadsUp™  industry  news  from  INDIVIDUAL,  Inc.  youTl  receive  targeted  wireless  news 
briefs  that  impact  your  industry  and  professional  specialty.  Concise  story  briefs  provide  a  quick 
read  and  eliminate  information  overioad,  and  optional  full-text  retrieval  provides  details  when  needed 
These  and  other  information  services  are  the  perfect  complement  to  EMBARC's  fully  featured, 
one-way  wireless  networking  capabilities,  including  wireless  E-mail,  reports  and  file  updates.  The 
total  service  will  keep  you  in  the  loop  and  productive  in  over  200  cities  in  the  U.S.  and  Canada. 
Call  1-800-KMBARC4,  ext  625  to  .see  what  the  power 
of  wireless  information  can  do  for  you. 


DOS.  MAC  compatibility: 

EMBARC  service  is  available  for 
DOS-based  laptops  and  notebool<s. 
HP95LXand  100LX palmtops,  and 
Macintosh  PowerBooks. 


By  Motorola 


r.  MotOfOla  and  NewStream  are  registered  trademarks  of 
^^'Motoroi.i  iric  All  otrier  product  and  company  names  are 
the  properly  of  tiiL'ir  respective  owners f  993  Motorola.  Inc 
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le  HP  4L  isn  t  bad,  t 


The  HP4L 


frniM   J  /V 


There's  only  one 
option  on  the  HP  4L. 
A  memory  upgrade 
from  1MB  to  2MB. 


The  HP  4L  is  a  good  laser  printer.  Just  limited. 


ALL  COMPANY  AND/OR  PRODUCT  NAMES  ARE  IRAOEUARKS  AND/OR  REGISTERED  TRADEMARKS  Of  THEIR  RESPECTIVE  MANUFACTURERS.  INCLUDING  HP  AND  PCL  5  WHICH  IS  REGISTERED  B»  HEWLETT  PACKARD  CO  EPSON  DISCLAIMS  ANY  AND  ALL  RIGHTS  IN  THOSE  MA 


:  s  no  ActionLaser  1500. 


5*5 


Epson's  RITech 
(Resolution  Improvement 
Technology)  increases 
the  ActionLaser's  normal 
300  dpi  print  quality  to 
eliminate  jagged  edges 
wiihotii  RiTcd,      right  where  you  need  it: 
in  the  curved  lines  of  letters,  numbers  and 
images.-  And  Epson's  MicroArt  printing 
technology  gives  you  deep,  dark  blacks 
and  incredibly  fine  lines. 


The  ActionLaser 
1 500  s  top  speed  is 
SIX  ppm.  That's 
seriously  fast, 
fifty  percent 
faster  than 
theHP4L. 


The  ActionLaser  1500  comes 
standard  with  parallel  and 
serial  interfaces  that  allow 
two  users  to  share  a  single 
printer.  Add  another  interface 
and  a  third  user  can  .■share  the 
same  printer.  The  ActionLaser 
I  TOO  can  connect  to  every 
thingfrom 
PCs  to  IBM 
mini  and 
mainframe  com 
puters.  The  HP  4L  ha 
one  interface. 


PCL  J  emulation  is  standard. 
The  extra  power  of  Adobe 
PostScript  IS  a  simple  plug  in 
option.  With  HP,  you  have  to 
buy  another  printer  to  get  PostScript. 


n  fonts  (l3  scalable)  are  standard. 
Should  you  expand  your 
t  typographical  horizons, 
I  unlimited  fonts  are  easy  to 
I  install  via  HP-compatible 
plug-in  cartridges,  available 
anywhere.  The  HP  4L  doesn't 
accept  HP's  cartridges. 


The  Epson 
ActionLaser  1500 


The  ActionLaser  has  150  sheet  paper 
capacity  (letter  or  legal),  and  handles 
stacks  of  labels,  envelopes 
and  overheads  with 
ease.  And 
there's  an 
optional 
250  sheet 

auto-feed 
cassette,  for  a  total 
of 400  sheets.  The  HP  4L 

holds  100  sheets.  Envelopes,  labels 
and  overheads  are  manually 
fed,  one  at  a  time. 


If  you  have  a  DOS  machine, 
hut  decide  to  get  a  Macintosh, 
do  you  need  a  new  printer? 
Not  wnth  an  ActionLaser 
1500.  Just  add  our 
EpsonTalk  interface 
and  your  Mac  plugs 
right  in. 


It  's  easy  to  add  more  memory. 
Just  pop  m  inexpensive,  industry 
standard  DRAM  chips, 
for  a  maximum  of 
5  MB.  TheHP4L 
only  goes  up  to 
2MB. 


PC  Computing  Best  Buy  { June  1993.1 
The  word  is  getting  around.  The 
Epson  ActionLaser  1500  is  the  best 
choice  in  personal  lasers. 


The  ActionLaser  1500  comes  with  Epson's 
limited  two  year  warranty.  HP  offers 
one  year  For  help,  call  the  Epson 
Connection.  Quite  possibly  the  best  help 
line  in  the  business.  And  it's  free. 


HE    E  PS  O  h 


Don't  buy  a  laser  with  a  limited  future.  Buy  one  that  is  able  to  expand  for  the  future. 
Compare,  and  you'll  see  why  the  speedy,  inexpensive  ActionLaser'  '  1500  is  the  one  laser  worth 
owning.  For  information  on  the  Epson  ActionLaser  1500,  our  ink  jet  and  dot  matrix  printers, 
or  scanners,  call  the  Epson  Connection "' at  1-800-BUY-EPSON  (800-289-3776). 


EPSON 


SEIKO  EPSON  CORP,  61993  EPSON  AMERICA  INC  ,  20770  MADRONA  AVE  ,  TORRANCE,  CA  90503  FOR  DEALER  REFERRAL  OR  WARRANTY  DETAILS,  CALL  800-BUY-EPSON  <  800-289  3776  '  IN  CANADA,  CALL  (8001GO-EPSON  FOR  LATIN  AMERICA,  305-265-0092 


ASAP 
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Columns 


9 Editor's  Letter: 
Rest  in  Peace,  Book  Value 

It's  no  longer  what  you  own  but 
what  you  know. .  .Why  aren't  chief 
information  officers  everybody's 
hero? 

by  Rich  Karlgaard 


12 


Letters  to  ASAP 


1  "T  Game  Plan:  Carpe  Diem — 
X  /  Or  the  Diem  After  That 

Knowing  when  to  strike  is  a  key  to 
success.  But  so  is  knowing  how  to 
come  back  after  striking  out. 

by  BiU  Walsh 

1  r\  Bionomic  View:  Want  to  Grow? 
Watch  Your  Language 

Trapped  in  machinespeak, 
companies  can't  find  the  words 
to  describe  the  shape  of  things 
to  come. 

by  Michael  Rothschild 

1       Q  Tid-Bytes 

iOO  Capitahst  Pig,  the 
game/Prophet  deconstructs 
the  workplace/Of  chimps  and 
chips/High-tech  harbor  pilots 

by  Kevin  Hogan 

J.  The  Grating  Communicator 

Warning  to  E-mail  abusers:  As  ye 
send,  so  shall  ye  receive. 

bv  Owen  Edwards 


1  The  Peters  Principles; 

X  O  O  Let  Us  Celebrate  Bold  Botches 

Fabulous  flops  are  the  secret  to 
success.  Say  what? 

by  Tom  Peters 

Quick  Studies 


O  Q  Odds  Man  In 

OO  To  up  the  profit  ante  at 
Bally's  casinos,  CIO  Robert 
Conover  is  gambling  that  there's 
infomiation  hidden  in  every  bet. 

by  David  H.  Freedman 

Q  Q  Enter  the  Market  Merlins 

0  O  Some  very  new  math  and 
wizardly  physics  are  helping  Santa 
Fe's  Prediction  Company  unlock 
the  chaos  of  commodities. 

by  David  H.  Freedman 

1  /ri  Read  This.  Al  Gore 

X  c-/  X  In  California's  Big  Valley, 
a  laptop  posse  tracks  down  welfare 
cheats,  deadbeat  dads,  bumbhng 
bureaucrats  and  other  modem 
villains. 
by  David  H.  Freedman 

Small  Business 


O  PCs  and  Macs — In  Harmony 
W-Zj  If  Israehs  and  Palestinians 
can  get  along,  why  not  PCs  and 
Macs?  Here  are  some  of  the  best 
products  for  making  the  peace. 
by  David  Strom 

"1  [T       Breaking  Away: 

X  «3  O  Sand.  Sun.  Mutual  Fund 

Plugged  into  Wall  Street  by  fax,  phone 
and  modem,  one  canny  fund  manager 
for  Weiss,  Peck  &  Greer  has  worked 
out  her  own  Bermuda  sly-angle. 

by  Jeffrey  Young 
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^  /T  lay  Chiat  Breaks 
^LjkD  Down  the  Wails 

rhe  damn-the-torpedoes  visionary 
vvhose  ideas  have  transformed  the 
id  biz  plans  to  turn  Chiat /Day  into 
:he  first  virtual  agency. 

by  Richard  Rapaport 

A  A  Brainstorming  '90s  Style 
I    I  A  new  computer-based 
echnique  is  beating  the  meeting 
rom  hell.  Memo  to  the  windbag 
A^ho  dominates  meetings:  Shut  up 
md  type! 
Bv  Alice  LaPlante 

/^Q  Interview:  Oz  Nelson  &  Frank 
Erbricb 

At  UPS,  a  zealous  CIO  and  a 
>upportive  CEO  are  trying  to 
ieliver  the  whole  package. 

by  Rich  Karlgaard 

7/^  How  Hypermation  Leaps 
/  W  the  Learning  Curve 

\  world  blown  to  "bits"  lets 
-ompanies  shorten  the  loop  that 
;onnects  learning  to  work. 

by  Lewis  J.  Perehnan 

[jrj  CiaoforCIOs? 

Lured  by  big  money  and 
expected  to  work  miracles, 
nformation  officers  are  becoming 
:oiporate  America's  expendable 
rce  agents. 
bv  Glenn  Rifkin 

\r\!Z  Fastest  VC  in  the  West 

L         On  the  go,  in  the  know, 
cnture  capital's  John  Doerr  is 
^arely  at  rest. 
hy  Nancy  Rutter 


m Welcome  to  IS  Bootcamp 
Rapid  prototyping  of  IS 
systems  is  a  short  course  in  purga- 
tory, but  its  discipline  pays  off. 

by  George  Haimr 

1  Q  O  It's  the  Fit,  Stupid 

I  /  i<D  Sooner  or  later,  your 
reengineering  efforts  may  hit  a 
wall.  Here's  where  to  turn  for 
outside  help. 

hy  Alan  S.  Kay 

"j  Q  /r  Interview:  Don  Valentine 

-LO  The  hard  case  honcho  of 
Sequoia  Capital  talks  tough  about 
technology's  future. 

by  Rich  Karlgaard 

1  Q  Q  Telecosm:  Digital 
JXy  O  Darkhorsc — Newspapers 

Media  mirror  on  the  wall,  who  is 
the  fairest  of  them  all;  Not  movies 
or  games,  says  the  author. 
by  George  Gilder 
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IBM  Client  /  Server 


PS/2.  OS/2  and  IBM  are  registered  trademarks  ot  IBM  Corp  (c  1993  IBM  Cord 


^IBM  helped  us  move  as  fast  on 
the  ground  as  we  do  in  the  air" 


John  Harper,  Sr.  Vice  President — Injorniation  Services,  USAir.  USAirwantei 


to  create  the  terminal  ol  the  future  at  Pittshujgh  International  Airport.  A  place  where  line 


would  be  shorter.  Where  baggage  handling  would  be  quicker  and  more  dependable. 


And  everything  from  check-in  to  take-off  would  be  easier  and  less  confusing  for  travelers 


So  IBM  helped  llS/\ir  develop  a  tailor-made  system  that  makes  information  more 


adily  available  to  employees  so  they  can  be  more  responsive  to  customers.  A  system  that 
laximizes  the  power  of  PCs  and  integrates  a  wide  range  of  different  manufacturers' 
Iquipment.  A  classic  example  of  IBM  Client/Server. 

Information  is  now  distributed  from  the  mainframe  to  650  PS/2'  workstations  running 
'S/2.  These  workstations  are  tied  into  hundreds  of  ticket  and  boarding  pass  printers, 
)uchscreens,  credit  card  readers  and  other  peripherals  supplied  by  a  number  of  companies. 

The  result:  USAir  employees  and  passengers  now  get  immediate,  consistent  and  reliable 
pdates  on  pertinent  information.  Skycaps  use  touchscreens  and  bag-tag  printers  to 
reamline  curbside  check-in.  And  tower  operators  can  make  better  decisions  about  man- 
tling gate  traffic,  resulting  in  fewer  delays.  In  short,  the  airport  of  the  future. 

If  you  want  a  custom-tailored  solution  that  gives  your  people  more  flexibility  and  gives 
)u  an  edge  on  your  competition,  IBM  Client/Server  is  the  answer.  For  more  information, 
ill  1  800  IBM-0045,  ext.  20. 


I  here's  never  been  a  better  time  to  do  business  with 


NOBODY  ACCELERATES  THE  PROCESS  FASTER  THAN  ORACt 

Oracle  is  the  only  company  in  the  world  that  applies  leading-edge  database  technolo^ 
development  tools,  applications  and  consulting  services  to  your  specific  business  problen 
We  deliver  enterprise-wide  information  systems  fast.  On  any.  hardware  or  operating  systei 
you  choose.  Aa  $1.5  billion,  operating  in  100  countries,  Oracle  stands  ready  to  servj 
If  your  company's  lack  of  agility  is  a  source  of  frustration,  take  a  minute  to  cd 
1-800-633-1058  Ext.  1819  for  a  copy  of  The  Oracle  Perspective  on  re-engineering. 


By  Rich  Karlgaard 


Rest  in  Peace, 
Book  Value 


After  you  rmd  ASAP.  teU  us  what  vou  think,  fax  us 
at  415-637-1987  or  leuch  me  on  MCI  Mail  509-693(1 
(Corpmale  le^n^meets.  teU  us  your  success  stones.) 


'ATCH  THE  Wall  Street  Journal  article 
ast  month  noting  the  decline  of  hook 
alue  as  a  meaningful  investment  cri- 
erion?  Such  is  the  chasm  between 
ook  value  and  today's  frothy  market 
aps,  said  the  article,  that  even  bar- 
ain  hunters  no  longer  find  book  value 
if  much  help. 

A  flawed  observation,  that.  A  boom- 
ng  stock  market  and  high  multiples 
xen't  the  cause  of  book  value's  de- 
line.  The  market  could  fall  by  30  per- 
ent — indeed,  it  may  already  have  if 
ou  denote  market  caps  with  this 
ear's  30-percent  devalued  dollar — and 
ook  value  would  still  not  make  a 
omeback. 

As  an  index,  book  value  is  dead  as  a 
oornail,  an  artifact  of  the  Industrial 
^ge.  We  live  in  the  Infomiation  Age,  of 
ourse,  though  remarkably  few  people 
lave  come  to  terms  with  that  fact, 
'adure  to  understand  the  declining  rel- 
vance  of  book  value — and  the  tangible 
ssets  that  form  the  ratio's  numera- 
or — is  proof  of  this. 

Human  intelligence  and  intellectual 
esources  are  now  any  company's  most 
aluable  assets. 
The  economist  who  comes  up  with 
better  measure  of  core  value  will 
lave  to  account  for  the  new  intangible 
ssets  so  ascendant  today.  As  Walter 
Vriston  writes  in  The  Twilight  of 
Sovereignty  (1992,  Scribner's),  "Indeed, 
he  new  source  of  wealth  is  not  mate- 
ial,  it  is  information,  knowledge  ap- 
ilied  to  work  to  create  value.  The  pur- 
uit  of  wealth  is  now  largely  the  pur- 
uit  of  information,  and  the  applica- 
ion  of  information  to  the  means  of 
)roduction." 


This  old  reliable 
ratio  is  dead  as  a 
doornail,  killed  by 
the  Information  Age. 
The  economist  who 
comes  up  with  a  better 
measure  of  core  value 
will  have  to  account 
for  the  new  intangible 
assets  so  ascendant 
today. 


Society  utterly  lacks  the  metrics 
needed  to  measure  this  new  source  of 
wealth.  Wriston  wryly  notes:  "A  per- 
son with  the  sldUs  to  write  a  complex 
software  program  that  can  produce  a 
billion  dollars  of  revenue  can  walk  past 
any  customs  officer  m  the  world  with 
nothing  of  'value'  to  declare." 

If  Wriston's  nicely  turned  phrase — 
"the  application  of  information  to  the 
means  of  production" — describes  the 
key  to  wealth,  the  keyholders  in 
today's  companies  are  surely  the  infor- 
mation officers.  Who  are  they?  Do  they 
get  the  job  done?  And  what  is  it  exact- 
ly that  they  do — or  should  do? 

Since  your  company  increasingly 
will  depend  on  them,  we  think  you 
ought  to  know  more  about  these  peo- 
ple. In  this  Forbes  ASAP  we  take  a  good 
look  at  the  state  of  the  breed.  Our  find- 
ings are  not  always  encouraging. 


Glenn  Rifkin's  cover  story,  "Ciao 
for  CIOs"  (page  92)  tells  how  75  percent 
of  senior  managers  think  their  CIOs 
don't  cut  it.  Other  figures  seem  to  bear 
this  out.  The  average  CIO  lasts  less 
than  five  years  in  a  job.  As  always,  sup- 
ply and  demand  rule;  thus  the  handful 
of  good  CIOs  are  able  to  write  their 
own  tickets:  many  now  pull  down 
seven-figure  salaries.  Yet  they  are  stUl 
viewed  with  suspicion. 

Among  the  relatively  few  smooth 
manager-technologist  relationships  in 
large  companies  is  that  of  United  Par- 
cel Service  CEO  Kent  "Oz"  Nelson  and 
senior  vice-president  of  IS  Frank  Er- 
brick.  Both  admit  they  knew  little 
when  they  gambled  UPS's  future  on 
technology  back  in  1986.  Common 
sense  and  pluck  prevailed,  and  they 
have  lived  to  tell  their  success  story 
(page  69). 

Many  companies  that  are  trying  to 
apply  information  to  wealth-producing 
activities  will  need  help  from  the  out- 
side. On  page  123,  Forbes  ASAP  gives 
you  a  shopping  list  of  consultants  who 
promise  to  reengineer  your  company 
and  tum  it  into  tomorrow's  value  cre- 
ator. The  firms  are  all  good,  but  here's 
a  caveat:  it's  the  fit,  stupid. 

As  COMPUTERS  MERGE  With  commumca- 
tions,  who  wdl  win  the  multitnUion- 
doUar  sweepstakes?  Cable  companies? 
Movie  studios?  Enough  space  has  been 
devoted  to  speculation  about  this  in 
newspapers  and  magazines  this  year  to 
put  a  sizable  dent  in  our  old-growth 
forests.  Enough  already!  George  Gilder 
offers  a  surprising  and  definitive  an- 
swer on  page  138. 


■orbes  ASAP 


IT^S  AMiBW2J:iSMO  W/MAT  PEOPLE  CAN  ACCOAAPLISI 
Vl/iHIEIM  Tf^Bir  WORK  TOOETHER. 


To  survive  in  today's  business  clinfiate, 
you  need  more  than  ttie  latest  software 
and  tlie  fastest  computers.  You  need 
your  people  utilizing  those  resources  as 
a  team;  able  to  share  the  information 
critical  to  making  solid  business  deci- 
sions. ■  Admittedly,  that's  easier  said 
than  done.  But  no  one  understands 
the  problems  and  the  solutions  better 
than  we  do.  We're  an  open  systems 
integrator  with  35  years  experience  in 
multi-vendor  environments,  in  a  variety 
of  industries.  Our  recentacquisition  of 
Evernet  has  broadened  our  networking 
capabilities  even  more.  All  of  that  means 
we  can  provide  the  experience  and 
expertise  — we  call  it  Brainware™ — to 
translate  businessgoals  into  techno- 
logical solutions  tailored  to  your  needs. 
Solutions  that  can  be  implemented 
quickly.  ■  If  you'd  like  to  tap  into  our 
expertise,  please  call  1-800-257-OPEN. 
We'll  helpdefineyour  requirements 
and  identify  cost-saving  opportuni- 
ties, making  the  most  of  your  current 
systems.  Together,  who  knows  what 
amazing  things  we  can  accomplish. 

CONTROL  DATA 

The  lr~itegration  Company 


lAM/STEAMED 

As  one  of  the  persons  profiled  in 
David  Freedman's  article  about  Hackers 
("The  Goods  on  Hacker  Hoods,"  Sept. 
13),  I  find  misstatements  in  your  report- 
ing and  overall  slant.  Your  author 
described  personal  information  that 
made  it  seem  as  if  your  editors  and 
writers  were  employed  by  the  National 
Enquirer,  not  Forbes.  I  do  not  live  in 
my  parents'  home,  though  I  may  have 
had  an  office  there.  And  as  far  as  1 
know,  most  people  with  any  intelli- 
gence are  afraid  of  lightning.  In  addi- 
tion, since  when  does  information 
about  my  girlfriend  or  her  employer 
have  anythmg  to  do  with  my  business? 

In  reference  to  other  publications 
who  have  run  articles  on  our  finn  and 
myself,  it  seems  that  the  Wall  Street 
Journal  and  USA  Today,  among  others, 
along  with  two  network  morning 
shows,  all  seem  to  have  a  different  view 
of  our  firm  and  its  abilities.  We  have  a 
reputation  of  bursting  bubbles  in  our 
industry,  and  this  article  is  nothing 
more  than  an  attempt  to  allow  naysay- 
ers  their  digs  at  the  competition  and  try 
to  close  us  down. 

An  old  quote  that  comes  to  mind 
spells  it  out  perfectly;  "If  you  can't 
stand  the  heat,  get  out  of  the  kitchen!" 
Ian  a.  Murphy 
President  &  CEO 
lAM/Secure  Data  Systems  Inc. 
Norristovm,  Pa. 

Dave  Freedman  responds:  Because  Mr. 
Murphy  hasn't  provided  any  facts  to 


contradict  statements  that  so  annoyed 
him,  there  is  no  point  elaborating, 
except  to  note  that  many  intelligent 
people  with  whom  I  am  acquainted 
have  no  fear  of  being  claimed  by  a  holt 
ofhghtning  through  their  phone. 

Metcalfe's  Law  Revisited 

Being  interviewed  by  George  Gilder 
for  his  Sept.  13  article  in  Forbes  ASAP 
("Metcalfe's  Law  and  Legacy")  was  a 
great  pleasure.  At  times  I  had  to  stop  to 
remember  who  was  interviewing 
whom. 

I  admire  Mr.  Gilder's  generally  accu- 
rate and  clear  presentation  of  my  views 
on  Ethernet,  and  on  the  new  wave  in 
networking,  ATM.  I  would  only  add  the 
shght  correction  that,  while  I  and  a  lot 
of  other  people  do  expect  ATM  to 
replace  Ethemet  eventually,  it  won't  be 
for  another  20  years. 

And  while  spin-doctoring,  I  must 
also  add  that  a  good  many  other  people 
have  contributed  to  the  proliferation  of 
Ethemet.  Of  its  many  reinventions,  I 
did  the  raw  technology  with  David 
Boggs,  the  industry  standard  with  Gor- 
don Bell  and  the  hot  product  with  Ron 
Crane,  among  others.  And  what  fun 
we've  had  watching  Ethernet  plumb 
the  Information  Age. 
Bob  Metcalfe 
Pubhsher,  Infoworld 
San  Mateo,  Calif. 

Mr.  Gilder's  most  recent  Forbes 
ASAP  article  was  truly  one  of  the  most 
profound  pieces  of  joumalism  about  the 
future  of  networldng  that  I've  read. 

Although  we  don't  agree  with  the 
author's  conclusions  that  "bandwidth 
is  a  replacement  for  switches,"  or  that 
intelligent  packets  mitigate  the  need  for 
ATM  switching,  it  was  thought-provok- 
ing to  read  such  a  fresh  and  unique  per- 
spective on  the  future  of  this  important 
technology. 

But  what  Mr.  Gilder  failed  to  recog- 
nize is  that  Ethemet  (known  as  a  data 
link  protocol)  is  really  not  scalable  to 
large  networks  without  the  use  of  a 
new  generation  of  technology  for  inter- 
networking devices.  We  think  ATM 
provides  an  architectural  convergence 
of  connectivity  and  internetworking, 
and  that  this  convergence  is  needed  to 


enable  the  innovative  new  applic; 
tions,  such  as  desktop  video  confereni 
ing,  medical  imaging  and  distanc 
learning  that  Mr.  Gilder  foresees. 

We  beheve,  as  does  Mr.  Gilder,  th; 
this  future  will  radically  change  tli 
way  our  society  works  and  even  plays. 
Andrew  K.  Ludwick 
President  and  Chief  Executive  Officer 
SynOptics  Communications  Inc. 
Santa  Clara,  Calif. 

Work  in  Progress 

I've  been  reading  Forbes  ASAP  sine 
the  initial  issue  and  think  it's  fantasti 
I've  been  continually  tantalized  by  th 
excerpts  from  Telecosm,  but  I  ar 
unable  to  find  it  in  any  bookstore,  nc 
can  I  order  it  since  it  does  not  appear  i 
Books  in  Print.  Could  you  please  te 
me  who  publishes  it  so  that  I  migl 
secure  a  copy? 
Scott  E.  Schnudt 
ARCO  Alaska  Inc. 
Anchorage,  Ala. 

Note:  Telecosm  is  a  work  in  progress 
seen  only  in  Forbes  ASAP,-  if  has  nc 
been  published  as  a  book. 

A  Call  to  Order 

I  had  to  chuckle  at  Tom  Peter; 
"Beating  the  Great  Bhght  of  Dullness 
(Sept.  13).  It  reminded  me  of  ad  agend 
heads  who  think  their  work  is  bettfl 
because  the  creative  directors  gro\ 
pony  tails. 

Sure,  some  good  things  come  out  c 
chaos,  but  a  lot  more  come  from  a| 
organized  environment  where  las 
night's  takeout  food  doesn't  drip  on  th 
blueprints. 

Human  beings  yearn  for  order  an 
direction  in  their  work.  There's  alway 
room  for  mdividualism.  I  love  pubs  anl 
sidewalks,  but  to  believe  a  circu 
atmosphere  in  the  workplace  is  cor 
ducive  to  creativity  and  productivity  i 
just  catering  to  the  clowns. 
James  Marquardt 
Marquardt  i&i  Roche  Inc. 
Stamlord,  Conn. 


Readers,  tell  us  what  you  think  abou 
Forbes  ASAP.  Or  tell  us  how  you  prof 
from  technology.  Or  both!  Fax  us  at  4lt 
637-1987  or  E-mail  us  at  MCL  509-6930. 


12 


Forbes  ASA] 


OnceThii  Ndtiondl  HomburjierdioinSow  Whot 
Our  ServkesMd  Do  for  Them  ReMThey  Only  HfldOne  Question. 


W^licn  a  national  fast-food  giant  got  an  appetite  to  streamline  and  extend  tlicir  telecommuni- 
cations with  thousands  of  franchises  nationally,  they  turned  to  the  company  with  the  higgest  ideas 
and  proven  expertise.  Bellsouth.  We  delivered.  First,  we  helped  set  up  a  voice-mail  system  that 

allowed  them  to  tie  their  locations  together  across  the  countrif. 
^Aiilil  Tkikii         TkAtn  Ta  ^aT  Tlien  we  coordinated  cellular  service  for  their  field  managers 

VVUlU  I  llvjf  Uvl  I  llvlll  Id  llU.  nationwide.  With  a  single  point  of  contact  for  sales  and  service. 

Tliey  came  to  HellSouth  hecause  we're  more  than  one 
compantf.  We're  a  family  of  communications  companies  capahle  of  providing  your  business  with  the  same 
combination  of  wireless  and  wireline  solutions  we  provide  for  them. 

From  paging,  cellula  r,  mobile  data  and  information  services  to  sophisticated  telecommunications 
networks,  BellSouth  has  the  depth  of  resources  required  to 

meet  your  communications  challenges  today.  And  tomorrow.  Telecommunications 
For  a  taste  of  what  BellSouth  can  do  for^  you,  call  Information  Services 

your  BellSouth  representative  or  1-S00-726-BELL.  ^^^yj^  Communications 
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Everything  Yju  Expect  From  A.  header* 


May  we 

Choose  the  fish  on  the  left 
and  when  you're  done,  all  you 
end  up  with  is  a  check.Take  the 
other  and  you've  got  skills  that 
could  serve  you  indefinitely 


suggest  the  fish  on 

This  principle  is  fundamental 
to  the  Andersen  Consulting 
approach.  A  one-time  solution, 
no  matter  how  appealing  at  first, 
is  ultimately  of  limited  value. 


e  right. 

Especially  at  a  time  when  ra| 
sweeping  change  is  one  of  tl" 
few  business  constants. 

Andersen  Consulting  can  I 
you  develop  lasting  strengthj 
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Id  flexibility  through  alignment 
strategy,  technology  process 
d  people.  Instead  of  a  solution 
:3t's  consumed  quickly  we 
'er  organizations  the  means 


to  keep  changing  and  improving. 

As  they  say  give  a  man  a  fish 
and  he'll  eat  for  a  day  Teach  a 
man  to  fish  and  he  can  afford 
a  good  wine  to  go  with  it. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


HowFourGen  Order  Processing  Applications 
Helped  Motorola  Downsize  its  MIS  Budget 


Y: 


ou  know  \vhY  you  need  to  move  your 
applirations  offthe  mainframp.  What 
you  need  to  know  is  how  to  do  this 
successfully.  Four(;en  can  help. 

Two  years  ago,  Paul  Watz.  Director  of  MIS  for 
Motorola  Computer  Group,  set  out  to  move  their 
order  processing  from  the  costly  mainiranie  to  a 
client/server  open  .systems  network,  instead  of 


writing  cu.-ilom  applications  as  in  the  past. 
Motorola  used  I'OurGen"  Order  Processing  and 
re-enginiHU'ed  it  to  Motorola's  exacting  require- 
ments using  I'OurGen  CASR'"  Tools  and 
INR)RMIX--4GLand  SQL. 
Today,  this  move  is  paying  off  hig.  They  have 
decreased  their  information  management  costs 
hy  60%  and  reduced  the  turnaround  time  of 
many  critical  processes  ten  times. 


FourGen  Software,  Inc.:  206-522-()0,';5  fi[iJr.-20r.-.522-oor):{  •  European  Office:  +31  3402  74783  far.-  +31  3402  74784 


PourGen  Soflwaiv  I  I'l  lmologic i.  Iiic  1 1.";  NH  lOOtli  Strepl.  Sfiattle,  WA  9812.5-8098 

u  Tvgf^frrd  Iradcmurkofl  iiurti.'ii  Sii(l\v;i:<-  ii-i-tiiml....-r-,.  Iiir  ( itpyriRlil     IWi  t  (niKin,  s,ilV.vnn-  l..ilinolr,j,')f's.  Ini   Ml  riKliK  nsoncH  \  l2bim 


Motorola's  experience  is  being  duplicated  at 
Texaco",  ATiVI"-,  Marriott-,  Labatt's'  and  other 
I'VjurGen  customer  locations  worldwide.  Learn 
more  with  FourGen'sf'/f/;/;  "Downsizing"  white 
paper.  For  a  complete  overview,  order  the 
book,  "Downsizing  to  (ilientyServer  Architec- 
tures," or  the  "Success  in  Downsizing"  video. 
Can  S00-3:{:{-4436.  Mention  ad  #AFlV-()93. 
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Low  Risk  Qient/Sen/er  Mainfraine  Replaceme# 


Game  Plan 


By  Bill  Walsh 


Carpe  Diem-Or  tfie  Diem 

After  That 

T 

111 


'ARPE  Diem — seize  the  day!  This  stir- 
ing  battle  cry,  brought  back  into 
irominence  a  few  years  ago  by  the 
lovie  Dead  Poets  Society,  is  a  call  to 
Gtion  almost  irresistible  in  its  simpUc- 
ty  and  obviousness.  In  business,  as  in 
ports,  we  are  taught  to  look  for  the 
urning  point,  the  crucial  moment 
W  vhen  we  can  really  take  advantage  of 
:i  lur  competition,  a  pivotal  instant  that 
viR  never  come  again,  when  the  right 
ntuitive  move  can  let  us  win  big.  The 
rouble  is,  for  all  its  appeal  and  appar- 
nt  truth,  Carpe  Diem  can  be  an  ex- 
Iremely  misleading  motto  for  people  in 
i)usiness,  if  not  for  dead  poets. 

There  are  decisive  moments,  of 
ourse,  and  many  successful  people  can 
)oint  to  the  right  move  at  just  the  right 
ime  as  the  key  to  all  the  good  fortune 
hat  followed.  In  military  history,  seiz- 
ng  the  day  has  often  made  the  differ- 
■nce  between  victory  and  defeat,  which 
nay  be  why  the  idea  retains  such  ap- 
K-al  for  those  in  business.  Dramatic 
■tones  of  those  who  saw  and  seized  the 
idvantage  make  inviting  examples  to 
oliow.  When  Stonewall  Jackson's  Vir- 
^^nians  held  their  ground  amid  the  flee- 


me  key  to  success  is 
reaching  out,  extending 
yourself,  striking,  and 
then,  if  you  fail,  bounc- 
ing back  and  doing  it 
again — being  resourceful. 


ing  Confederates  during  the  first  Battle 
of  Bull  Run,  General  Beauregard  real- 
ized a  turning  point  had  been  reached 
and  ordered  the  southern  forces  to 
counterattack,  turning  what  might 
have  been  a  rout  into  a  stunning  victo- 
ry. With  such  examples,  it's  no  wonder 
decisive  men  and  women  tend  to  cele- 
brate the  idea  that  success  is  a  matter 
of  "now  or  never." 

Yet  a  belief  in  one  all-important  de- 
cisive moment  may  imply  that  if  you 
fail  to  succeed  at  that  moment,  your 
chance  is  gone  forever.  There  may  be 
an  opportune  time  to  make  a  strategic 
thrust,  but  if  you  fall  short  you  can't 
let  yourself  be  affected  by  the  belief 
that  it's  over.  For  instance,  last  year 
Stanford  played  its  last  game  (the 
Blockbuster  Bowl)  against  Perm  State,  a 
finale  that  mattered  enormously  to 
both  Joe  Patemo,  Perm  State's  coach, 
and  to  me.  In  the  first  quarter,  Stanford 
had  all  the  momentum.  We  had  al- 
ready scored  and  had  taken  the  ball 
over  on  the  50-yard  hne.  I  felt  that  if 
we  could  score  again  right  away  we'd 
have  an  unbeatable  psychological  edge. 
I  called  a  reverse  pass,  the  stroke  I  fig- 
ured could  put  the  game  away  on  the 
spot.  It  was  a  classic  decisive  moment, 
except  that  the  pass  was  intercepted. 


and  I  stood  there  on  the  sideline  saying 
to  myself,  "Why  did  I  do  that?" 

Those  who  cling  to  the  idea  that 
there's  only  one  chance  to  go  for  it  and 
failure  at  that  point  is  invariably  disas- 
trous are  the  ones  who  have  trouble 
putting  a  missed  opportunity  behind 
them.  Rather  than  learning  from  a  mis- 
take, they  end  up  letting  the  memory 
of  that  mistake  guide  their  future  ac- 
tion. Or  inaction,  since  that's  most 
often  the  result. 

The  key  to  success  is  reaching  out, 
extending  yourself,  striking,  and  then, 
if  you  fail,  bouncing  back  and  doing  it 
again — being  so  resourceful  that  finally 
when  the  moment  comes  again  you 
won't  hesitate.  What  makes  this  possi- 
ble is  having  a  plan  that's  broad-based 
enough  so  any  number  of  situations 
may  be  treated  as  decisive  moments. 
The  main  thing  is  to  increase  your 
chances,  not  hve  or  die  on  one  alone. 

Perhaps  the  secret  to  effective  ac- 
tion lies  in  how  you  interpret  the 
length  of  the  "day"  in  Carpe  Diem.  If 
it's  a  moment,  or  a  day,  you're  cutting 
down  on  the  odds  for  success.  But  if 
you  recognize  that  in  business  as  in 
sports  (or  all  of  life,  for  that  matter), 
there's  a  "season"  made  up  of  several 
opportunities,  those  odds  go  up  con- 
siderably. 

The  most  successful  business  peo- 
ple are  those  who  realize  that  they  are 
going  to  take  some  hits  in  the  process 
of  searching  out  the  big  scores — those 
who  know  that  performance  over  the 
long  haul  is  what  counts.  If  you  can 
seize  the  day,  great.  But  never  forget 
that  there  are  days  yet  to  come. 

Bill  Walsh  was  recently  inducted  into 
the  NFL  Hall  of  Fame. 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  compute^ 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  producti\ 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS.  WHAT'S   MISSING   IS  THE  WIRE. 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems.' 


1-800-662-5328       Ext.  430 


BlOulvfbMIC  .VlEW 


By  Michael  Rothschild 


Want  to  Grow? 
Watch  Your  Language 


jj^E  ONLY  sustainable  competitive  ad- 
Jiintage,  especially  in  knowledge-inten- 
I  ve  industries,  is  the  rate  of  organiza- 
l  onal  learning,"  says  Ray  Stata,  chair- 
I  lan  of  Analog  Devices,  the  $567-mil- 
I  on-a-year  maker  of  electronic  compo- 
!  ents.  But  when  it  comes  to  turning 
^  lis  new  management  concept  into 
\  orkaday  practice,  Stata  admits  that 
I  It's  still  pretty  cloudy  as  to  how  you 
'.  3  it,  how  you  actually  create  a  compa- 
ily  that  consistently  cuts  costs  and  rais- 
h  product  performance  faster  than  its 
jDmpetitors." 

Ray  Stata  is  far  from  alone  in  his 
ustration.  Despite  the  hoopla  sur- 
)unding  the  latest  management  fash- 
)ns,  the  track  record  is  dismal.  A  re- 
ent  Arthur  D.  Little  study  reports  that 
Afo-thirds  of  the  500  quality  initiatives 
I  lunched  by  American  firms  yielded  no 
ignificant  quality  improvement.  An 
T.  Kearney  review  of  TQM  (Total 
)uality  Management)  initiatives  at 
'lore  than  100  British  companies 
lowed  much  the  same.  And  Michael 
lammer,  guru  of  the  reengineering 
raze,  openly  admits  that  70  percent  of 
ach  efforts  fail. 

Other  than  herd  instinct,  it's  tough 
)  explain  why  so  many  hardheaded 
ixecutives  are  pouring  so  much  energy 
nd  money  into  TQM  and  reengineer- 
ig.  The  only  reasonable  answer  seems 
)  be  that  hope  springs  eternal,  that 
veryone  believes  her  company  will 
/in  the  corporate  lottery  and  overcome 
iie  long  odds  against  success. 

Few  executives  pause  to  ponder  the 
racial  question — namely,  is  there 
ome  hidden  obstacle  that  keeps  most 
f  these  reform  initiatives  from  taking 
;)((t? 


Today's  high-tech 
market  economy  is 
a  fabulously  com- 
plex, rapidly  evolving 
ecosystem,  a  capitahst 
rain  forest  evolving  at 
warp  speed.  Machine 
Age  management  pre- 
cepts like  stability  and 
control  are  all  but 
irrelevant  in  the 
Information  Age 
jungle. 


A  small  cadre  of 
executives  and  man- 
agement consultants 
believe  they've  identi 
that  obstacle.  Oddly 
enough,  they  claim  that  the 
culprit  is  language.  Michael  Mc- 
Master,  of  the  London-based  con- 
sulting firm  bearing  his  name,  points  to 
the  "machinespeak"  that  dominates 
conversations  inside  most  companies. 
"No  matter  where  you  go,"  says  Mc- 
Master,  "you'll  hear  the  same  'organi- 
zation as  machine'  talk.  Overhaul  the 
division.  Fine-tune  the  company. 
Tighten  controls.  Pump  up  sales.  Shift 
gears.  Balance  operations." 

"Language  is  the  source  of  culture, 
including  corporate  culture.  Language 


shapes  mindset,"  according  to  Martin 
"Bix"  Bickson  of  Seattle-based  Bickson 
Seeton.  "Most  people  in  most  compa- 
nies simply  can't  understand  why  con- 
tinuous quality  improvement  is  so 
vital.  The  idea  of  continuous  change  is 
ahen  to  the  notion  that  a  company  is 
Hke  an  engine.  After  aU,  engines  don't 
keep  redesigning  themselves." 

Dump  the  machine  Age  imagery 

Machines  can  be  designed,  buUt  and  re- 
paired, but  they  cannot  learn.  They 
can't  draw  insights  from  experience, 
create  new  knowledge  or  change  their 
behavior.  For  managers  and 
workers  steeped  in  ma- 
chinespeak, phrases 
like  "continuous  per- 
formance improve- 
ment" and  "learning 
organization"  are  just 
so  much  execu-babble. 

"By  relying  on  ma- 
chine imagery,  we  re- 
strict ourselves  to 
what  works  in  a  ma- 
chine," says  Martin 
Gillo,  European  head 
of  human  resources  at 
microprocessormaker 
Advanced  Micro  De- 
vices. "Something  is  missing  when  you 
try  to  talk  about  the  learning  organiza- 
tion. What's  missing  is  the  appropriate 
paradigm" 

TQM,  reengineering  and  learning  or- 
ganization initiatives  fail  to  take  root 
in  most  companies  not  because  they 
are  inherently  flawed,  but  because  their 
shared  commitment  to  ongoing  change 
clashes  with  the  most  deep-seated 
yearning  of  the  Machine  Age  mind- 
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set — the  desire  for  stability.  As  one 
high-ranking  executive  of  a  major  U.S. 
manufacturer  recently  confided  to  con- 
sultant Michael  Cook  of  Cook  Miller 
Associates  in  Rochester,  N.Y.,  "I'm  to- 
tally supportive  of  our  quality  pro- 
grams as  long  as  they  don't  disrupt 
things  around  here." 

As  the  Information  Age  unfolds,  a 
dizzying  pace  of  technological  advance 
is  forcing  more  and  more  companies 
into  nonstop  restmcturing.  But  since 
machinespeak  lacks  the  words  to  artic- 
ulate or  justify  this  need,  the  search  is 
on  for  a  nev^  organizational  metaphor. 
"To  me  the  new  language  has  to  be  bi- 
ological," says  AMD's  Gillo.  "It's  the 
only  way  to  explain  to  your  people 
why  the  organization  must  undergo 
continuous  evolution." 

What  Hayek  Said  About  It 

According  to  the  great  Austrian  econo- 
mist F.  A.  Hayek,  "All  evolution,  cul- 
tural as  well  as  biological,  is  a  process 
of  continuous  adaptation  to  imforesee- 
able  events,  to  contingent  circum- 
stances which  could  not  have  been 
forecast."  That  sounds  precisely  like 
the  situation  facing  today's  companies. 
Indeed,  from  the  bionomic  viewpoint, 
the  high-tech  market  economy  is  a  fab- 
ulously complex,  rapidly  evolving 
ecosystem,  a  capitalist  rain  forest 
evolving  at  warp  speed.  Machine  Age 
management  precepts  hke  stabihty  and 
control  are  all  but  irrelevant  in  the  In- 
formation Age  jungle. 

To  help  make  sense  of  hfe  in  this 
virtual  rain  forest,  a  new  business  lan- 
guage is  emerging.  Borrowed  from  the 
vocabulary  of  evolutionary  biology, 
words  like  agility,  responsiveness, 
learning,  adaptation,  food  chain, 
niche,  cooperation,  communication 
and  intelligence  are  beginning  to  pop 
up  in  normal  business  conversations. 
The  biological,  or  bionomic,  mindset 
that  flows  from  this  language  provides 
a  new  context  for  explaining  why  dis- 
ruptive initiatives  like  TQM,  reengi- 
neering  and  organizational  learning  are 
so  crucial  to  corporate  survival. 

Once  the  people  in  a  company 
begin  seeing  themselves  as  members 
of  an  intelHgent  social  organism  that 
is  struggling  to  survive  in  a  rapidly 
evolving  technological  landscape,  the 


critical  competitive  issues  become 
clear:  Are  we  as  smart  as  our  competi- 
tors? How  can  we  learn  to  adapt 
faster?  What  can  we  do  to  raise  our 
corporate  intelligence? 

In  recent  years  scientists  have  con- 
cluded that  intelhgence  isn't  located  in 
any  particular  neuron  or  patch  of  brain 
tissue.  Biologists  now  refer  to  intelh- 
gence as  an  emergent  property  or  a  sys- 
tems effect.  In  humans,  intelligence 


The  only  thing  a 
manager  does  that 
is  visible  to  the 
organization  is  to 
listen  and  speak,  and 
to  draw  and  interpret 
symbols.  Done  well, 
that's  plenty. 


emerges  from  an  incessant  "neural 
conversation,"  millions  of  messages 
shuttling  among  100  billion  neurons 
Linked  by  100  triUion  connections. 

Apparently,  the  more  nodes  on  a 
neural  network  and  the  more  intricate 
its  interconnections,  the  higher  the  po- 
tential inteUigence.  A  squid  neuron  is 
practically  indistinguishable  from  a 
human  brain  cell.  We  just  happen  to 
have  a  lot  more  of  them  wired  togeth- 
er. Conversely,  inteUigence  declines  as 
portions  of  the  brain  are  isolated  from 
one  another.  Simply  put,  if  you  want 
higher  inteUigence,  you've  got  to  have 
better  communication. 

From  his  pioneering  work  on  leam- 
ing  organizations.  Analog  Devices' 
Stata  has  come  to  a  simUar  conclusion. 
"Learning  to  work  effectively  in  teams 
and  groups,  which  is  at  the  heart  of  or- 
ganizational learning,  is  shaped  by  our 
ability  to  communicate.  When  you 
think  about  it,  the  only  thing  a  manag- 
er does  that  is  visible  to  the  organiza- 
tion is  to  Usten  and  speak,  and  to  draw 
and  interpret  symbols.  Speaking  and 
hstening  are  where  it's  at." 

Indeed,  if  you  look  at  what  actuaUy 
happens  inside  companies  that  manage 


to  successfully  implement  TQM 
reengineering,  you  invariably  find  rai 
cally  improved  internal  communic^ 
tions.  By  breaking  down  the  function] 
stovepipes  left  over  from  Machine  A^ 
hierarchies  and  getting  previously  isfl 
lated  portions  of  the  corporate  brai 
into  communication  with  each  othei 
business  process  redesign  leads  tj 
breakthroughs  in  productivity  and  cr^ 
ativity.  Cross-functional  teams  work  i 
much  the  same  way.  Previously  isolaj 
ed  pockets  of  know-how  are  brought  i 
bear  on  problems  that  the  mechanic! 
organization  had  fragmented  into  ur 
solvable  bits. 

At  AMEC  Offshore,  the  big  Briti: 
engineering  and  construction  firm,  th 
cost  of  piping  offshore  oil  platform 
dropped  15  percent  after  intensiv 
work  on  communication  skills.  Ac 
cording  to  consultant  McMaster,  whe 
he  asked  how  the  new  approach  to  pij 
ing  emerged,  the  lead  supervisor  saic 
"I've  had  the  idea  for  eight  years,  be 
it's  the  first  time  aU  these  people  hav 
been  willing  to  hsten — first  to  me,  arn 
then  to  each  other." 


Where  Reform  Has  Failed — 
Take  Heed 

Until  now,  companies  like  MotoroE 
that  have  had  enormous  success  wit^ 
quality  initiatives  have  done  so  with 
out  exphcitly  chaUenging  the  machinj 
mindset  or  adopting  a  biological  Ian 
guage.  For  other  reasons,  such  firms  a] 
ready  had  cultures  committed  to  hon 
est,  open  communication.  In  thesi 
places,  the  concepts  of  quality  ant 
learning  sprouted  on  fertUe  soU. 

For  the  great  majority  of  firmi 
where  reform  programs  have  failed,  . 
direct  challenge  to  machinespeak  an« 
the  culture  it  generates  could  open  th 
path  to  progress.  What  may  seem  lik( 
a  minor  matter  of  semantics  is,  in  fact 
an  insuperable  obstacle  to  organiza) 
tional  learning.  Unless  an  organizatior 
adopts  a  new  language  and  mindset 
one  appropriate  to  the  fast-evolvinj 
competitive  terrain  of  the  Informatioi 
Age,  that  company  wUl  not  be  able  tc 
leam  fast  enough  to  survive. 

Michael  Rothschild,  president  of  Tht 
Bionomics  Institute  in  San  Francisco 
is  the  author  of  Bionomics. 
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AT&T  EO  440  4 
Personal 

Communicator  ^, 

Communicate  like  never 
before  with  pen  based 
computer,  fax,  electronic 
mail,  personal  organizer 
and  cellular  phone  capability. 


PHONE  CENTER 

CaU  1 800  858  3718,  Ext.  928, 

for  the  Phone  Center  nearest  you  or  more  information  on  these  products. 

EO  and  EO  logo  are  trademarks  of  £0  Inc. 
All  prod  ucts  not  available  at  all  locations^  All  AT&T  telephone  products  are  FCC  registered.  Limited  supplies.  01993  ATaT  All  rights  reserved 


See  The  Powerful 
New  Technology  That 
Makes  It  Easy  To 
Get  Down  To  Business 
#       WhereverYou  Are, 
Now  AtAbur 
MM  Phone  Center. 

Or  Wonder  What 
You  Missed. 


The 


Before  you  decide  what  client/server 
platform  is  right  for  you,  make  sure 
you  know  what's  true,  and  what's 
Not  True. 

Fact:  the  OS/2*  client/server  solution  preserves 
your  current  hardware  and  software  investment, 

Jlljaccessing  your  mainframes,  minis  and 

y  *    ^  jl'Cs  when  necessary  and  hringing 

tlieir  power  and  capacity  to 
(lie  desktop  k'vel.  Fact:  the 
iij!,»P!Mi.".ij«jre  W  indows  INT™  solution  is 


truth 


based  on  PC  servers  and  desktops  and 
doesnt  embrace  all  your  existing 
resources.  That  could  mean  porting 
applications  and  data.  The  only  plus 
that  offers  is  the  cost  of  porting  plus  the 
cost  of  additional  PC  servers. 

Fact:  OS/2  2.1  runs  DOS, 
Windows™  and  more  lhan  1,200  native 
OS/2  applications.  With  LAN  Server  3.0 
or  Noveir  NetWare,^  OS/2  supports  DOS, 
Windows,  OS/2  and  Mac  clients.  Fa<*t:  it's 
not  likely  NT  will  support  all  your  existing 
applications.  It  won't  run  existing  32-bit 
applications  like  WordPerfect*  5.2  for  OS/2 
and  Lotus*  1-2-3*  for  OS/2.  It  ivilt  require 
additional  software  to  support  DOS,  OS/2  and 
even  Windows  (-lients.  Worse  yet,  Infoivorld  sources 


The  OS/2  ► 
client /server 
solution  exploit 
your  existing 
hardmare  and 
software  invest- 
ment. There's  No 
Telling  how  much 
the  NT  solution 
could  cost  you. 


about 


A  All  this  monkeying  around  with  l\T  raises  lots  oj\ 
questions.  ()S/2  has  the  an.sivers. 

report  that  Windows  3.x  applications  run  20^1 
slower  under  NT  than  they  do  under  OS/2  2j 
Fact:  OS/2  delivers  powerful,  reliable,  cli^ 
server  appli(;ations  for  data  storage  and  retriev^ 
(DB2/2™  Oracle  7,*  InfoPump™),  communi(;atiol 
(Communications  Manager/2,  REMOTE  OS," 
TalkThru*),  transaction  processing  (CICS,  IMS 
Client  Server/2  V2),  comprehensive  network 
management  (LAN  NetView,*  CA-LlNlCENTEf 


n/DACSr  AlertViewr  Foundation  Manager™), 
)re.  Fact:  The  NT  strategy  is  still  Not  There, 
ither  are  native  client/server 
lions. 

ict:  OS/2  is  committed  to  the 
y-accepted  Distributed  Com- 
Environment  (DCE)  standards  ^^^'""^^'^^ 

Jirsl-genemtion 

Jpen  Software  Foundation.  ,  f)g,2  is 

^T  is  NoT  second-genera- 
ict:  NT  still  Needs  Time  to       tion  solid. 

prove  itself  in  the 
real  world.  Fact: 
OS/2  is  used  by 
millions  world- 
M  ifith  OS/2,  it's  full 
^  speed  (ihend  for  your 
DOS.  Windoivs  and 
OS/2  applications- 
there's  no  need  to  buy 
DOS  and  lf/(ndows. 


wide.  It's  the  leading,  second  genera- 
tion, 32-bit  Inter-based  operating 
system— a  more  stable,  more 
developed  version  of  the  award- 
winning  March,  1992  release. 
If  you're  looking  for  a  cost-effective,  secure,  high 
function  client/server  solution  today— Not  Tomorrow- 
then  OS/2  is  for  you.  To  order  or  to  find  out  more 
about  OS/2  2.1,  call  1  800  3-IBM-OS2.  In  Canada, 
call  1  800  465-7999.  OS/2  2.1  is  also  available  at  your 
local  software  dealer.  And  that's  a  fact. 

Operate  at  a  higher  leveL' 

server. 


I® 


This  ad  was  created  by  LINTAS  and  got  to  this  publication  on  lime  using  DOS,  Windows  and 
OS/2  programs  running  on  OS/2  IBM.  OS/2  and  NetView  are  registered  trademarks  and  DB2/2 
and  "Operate  at  a  higher  level"  are  trademarks  of  International  Business  Machines  Corporation 
All  other  products  are  trademarks  or  registered  trademarks  of  their  respective  companies 
©  1993  IBM  Corp 


Norma%  it  wouldrit  be  unusual  to  find 
a  serviceman  working  out  of  his  van. 

Any  company  can  promise  a  copier  that  fits  your  need] 
ifflX  W  But  when  one  of  our  loaner  copiers  wouldrit  fit  througl 
a  customers  door,  a  Lanier  serviceman  actually  mad( 
copies  out  of  the  back  of  his  van  so  a  critical  deadline  could  be  me 
To  him,  it  was  just  another  service  call.  And 
another  example  of  our  Customer  Vision® 
philosophy  at  work,  doing  whatever  it  takes  to 
guarantee  your  satisfaction.  For  more  information  on  our  copier! 
and  fax  machines,  just  call  1-800-708-7088.  And  you'll  find  thai 
when  it  comes  to  service,  Lanier  takes  a  back  seat  to  no  on^ 
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Copy  •  Fax  •  Imaging  •  Dictation  •  Presentation 
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Lanier  Worldwide,  li 
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ERNS  SWIRL  AROUND  the  twisted 
tree  limbs  framed  by  the  window 
of  Jay  Chiat's  spare,  book-hned 
tudy  in  his  elegant  East  Hampton, 
ong  Island,  summer  retreat.  Chiat,  the 
lithely  iconoclastic,  62-year-old  chair- 
lan  of  Chiat/Day,  the  $620  million 
992  billings)  advertising  agency  famed 
)r  its  provocative  work  for  Apple,  Nis- 
m,  Reebok,  Energizer  and  others, 
lances  anxiously  at  a  Macintosh 
owerBook  placed  on  a  desk  with  a 
Lew  of  the  seething  Atlantic  surf.  The 
St  of  Quick-Mail  messages  continues 
grow  on  the  screen.  At  his  glance,  as 
on  cue,  the  machine  beeps  again,  sig- 
aling  the  arrival  of  still  another  mes- 
ige.  An  IBM  ThinkPad  waits  on  a 
ench  just  outside  the  back  door. 

Chiat  has  already  spent  much  of  this 
lid-August  aftemoon  answering  his  E- 
lail.  At  the  moment,  however,  he  is 
'in  the  phone,  having  what  must  pohte- 
7  be  called  a  frank  discussion  with  An- 
rew  Jaffe,  editor  of  Adweek.  Chiat  is 
nhappy  with  recent  coverage.  "Go  re- 
lew  a  year's  worth  of  issues,"  he  says 
)  Jaffe,  his  voice  rising.  "Review  the 
cadlines  and  the  adjectives  and  see  if 
m  a  paranoid  idiot  or  if  there's  some 
iahdity." 

Chiat  is  exercised  about  the  seeming 
lability  of  Adweek  writers,  and  most 
t  the  rest  of  the  business  press,  to 
lake  sense  of  his  plans  to  turn 
hiat/Day  into  what  will  be  the 
'Grid's  first  "virtual  agency,"  brain- 
onning  by  electronic  mail  and  video 
inferencing,  cutting  down  on  face-to- 
ice  meetings  and  needless  commutes, 
[e's  not  sure  he  Hkes  the  way  reporters 
laracterize  the  change.  "I'm  holding 
ft  on  that  term  until  I  look  viitual 
p,"  Chiat  laughs  in  response  to  Jaffe's 
Licstion  about  nomenclature.  For  the 
lost  part,  the  press  has  taken  the  cyni- 
>il  view  that  the  virtual  agency  is  a 
'pically  brilliant  Chiat-inspired  ma- 
LLiver — if  you  have  lemons,  make 
cmonade — whose  purpose  is  to  paper 
ver  the  downsizing  necessitated  by  the 
;ency's  loss  of  the  $90  rrulHon  Ameri- 
111  Express  account  late  last  year.  The 
tcmate  theory,  no  less  cynical,  is  that 
liiat  is  cleaning  up  his  agency  in 
cparation  for  seUing  it,  or  putting  the 
:st  face  on  the  need  to  consolidate 
)me  of  the  company's  expensive  real 


lay  Chiat 
learsDown 
the  Walls 


The  gonzo  ad  man  who  changed  the  way 
advertising  worked  in  the  1970s  is 
determined  to  pump  up  the  revolution  by 
creating  an  agency  without  boundaries. 


LAWN  DISTANCE  CONNECTION  Far  from  madding  Mad  Ave,  Juy  Chiat  keeps  up  with  E-mail. 
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estate.  This  theoiy  has  gained  credence 
with  the  recent  loss  of  the  $80  milhon 
Reebok  U.S.  account  to  the  Leo  Bur- 
nett Agency. 

Chiat  says  this  is  all  nonsense,  that 
he's  simply  making  the  next  logical 
step  into  the  future  of  doing  business. 
"This  isn't  about  worldng  at  home/'  he 
says.  "It's  about  making  the  office  a 
more  exciting  place  to  be."  Given  his 
extraordinary  track  record,  few  in  ad- 
vertising dismiss  his  plans  out  of  hand. 
Adweek's  faffe  is  the  first  to  acknowl- 
edge the  intellect  behind  the  virtual 
agency.  "More  than  any  other  agency 
head  in  the  country,"  he  says,  "Chiat 
understands  advertising  architecture." 
Indeed,  for  most  of  its  25  years, 
Chiat /Day  has  been  a  pioneer,  not  only 
in  product  but  also  in  the  evolving 
form  of  the  advertising  agency  itself. 

In  the  late  1970s,  Chiat  tried  to 
sweep  away  the  maze  of  intra-agency 
politics  by  replacing  offices  at 
Chiat/Day  with  simple,  open,  one-size- 
fits-all  cubicles.  The  pohtically  egahtar- 
ian — if  culturally  elitist — Chiat  still 


works  in  one,  answering  his  own 
phone  and  making  his  own  coffee.  In 
1983,  Chiat's  was  the  first  agency  to 
throw  away  its  typewriters  and  begin 
the  era  of  the  computerized  ad  office 
with  Apple  Macintoshes. 

However  skeptical  Jaffe  and  others 
in  the  press  may  be  about  Chiat's  vi- 
sion, or  his  motives,  many  industry  ob- 
servers acknowledge  that  advertising  is 
at  the  end  of  an  era  in  which  giant 
agencies  service  giant  chents.  Smaller, 
more  agile  agencies,  long  on  creativity 
and  short  on  bureaucracy,  have  increas- 
ingly gamered  the  press  and  the  prizes 
for  work  on  accounts  for  fast-moving 
companies  that  tend  to  change  product 
lines  and  images  with  dizzying  speed. 
As  yet,  however,  no  one  has  come  up 
with  a  convincing  picture  of  what  the 
21st  century  ad  agency  will  look  hke. 

With  his  plans  for  a  virtual  agency, 
Jay  Chiat  may  just  be  the  architect  of 
the  prototype.  He  plans,  first  of  all,  to 
replace  the  personal  working  spaces  of 
his  800  employees  with  elegant  com- 
mon areas  and  technically  sophisticat- 


ed meeting,  editing  and  screenin 
rooms.  He  is  cutting  his  staff  loos 
from  the  nine-to-five  work  schedule 
which  he  considers  a  throwback  to  th 
early  Industrial  Age,  to  allow  them  t 
be  where  they  need  to  be  when  the 
need  to  be  there — sort  of  a  just-in-tim 
approach  to  personnel  management 
For  a  schmooze-intensive,  order-up-tk 
after-hours-pizza  kind  of  business,  th 
plan  is  both  daring  and  difficult.  Ulti  I. 
mately,  it  hinges  on  the  technologji  j 
and  software  necessary  to  conneclj 
every  employee  with  individual  cellu|li 
lar  phone  numbers  and  hundreds  of  E 
mail-equipped  notebook  computers,  si 
they  can  work  and  interact  whereve 
they  are  in  the  world. 

Chiat  is  implementing  the  plai 
with  the  sort  of  manic  energy  usualL 
reserved  for  an  important  busines 
pitch.  He  has  set  a  target  date  of  Janu 
ary  1,  1994,  to  "virtualize"  Chiat/Day' 
flagship  Los  Angeles  office — the  da] 
the  company  is  scheduled  to  vacatj 
the  older  part  of  its  Venice,  Calif.,  con^ 
plex.  He  admits  that  the  virtual  offici 
is  a  hard  concept  to  grasp — or  to  wan 
to  grasp — even  among  his  closest  assc 
ciates  in  the  agency. 

For  Chiat,  however,  the  high-tecl 
low-rent  future  beckons.  "Sitting  ij 
your  office  moving  papers  is  not  oii 
idea  of  creative  work,"  he  explains.  " 
people  need  a  place  to  store  their  be 
longings  and  put  their  dog  pictures,"  W 
says,  "they  probably  won't  be  happ 
with  this  next  evolution." 

The  Agitator  bunny 

For  the  last  25  years.  Jay  Chiat  ha 
made  a  career  of  keeping  consumers 
chents,  the  media  and  his  extraordinaj 
ily  motivated  staff  off  balance.  Famou^ 
ly  provocative,  newsmaking  ads  lik| 
the  Macintosh  "1984"  Super  Bovn 
spot,  the  Energizer  Bunny  campaign 
and  the  Walter  A4itty-ish  "Bob's  Road 
spots  that  transformed  the  Nissan  Seii 
tra  from  basic  wheels  to  the  revenge  c 
the  aspiring  middle  class  have  all  con 
tributed  to  Chiat's  reputation  for  worlj 
ing  on  the  edge. 

"He  had  to  chum  things  up  to  keej 
people  from  becoming  complacent,! 
Karen  Stabiner  wrote  in  Inventing  De 
sire,  her  1993  year-in-the-life-Q 
Chiat/Day  book  (Simon  &  Schuster 
There  will  be  those  who  see  in  the  vij 
tual-agency  concept  another  of  Chiatj 


Someday  at  Club  Jay 

Jay  Chiat  is  determined  to  change,  once  again,  the  way  an  advertising  agency  functions.  But 
how  will  it  actually  work?  ASAP  asked  Chiat  to  elaborate. 

ASAP:  Let's  say  a  prospective  client  asks  for  a  proposal.  What's  the  drill? 
chiat:  The  reality  is,  the  way  we  do  thot  kind  of  project  now  is  not  a  lot  different  from  what 
I'm  proposing.  The  whole  premise  is  based  on  the  idea  that  we  work  on  projects  in  groups.  So 
we'll  set  up  a  project  room  with  research  informotion  on  the  walls  and  comfortable  places  for 
people  to  work,  tables  to  meet  at  and  so  forth.  Connected  to  that  will  be  a  studio  where  we  ac- 
tually produce  the  proposal.  But  people  will  be  able  to  focus  on  a  project  when  they  need  to, 
and  not  be  tied  down  when  they  don't. 

ASAP:  Why  not  let  people  have  cubicles  when  they're  not  working  in  a  group? 
chiat:  The  cubicles  we  had  at  the  agency  had  really  just  become  storage  bins.  People  stuffed 
lots  of  information  in  drowers  and  never  looked  at  it  again.  And  nobody  else  knew  where  it 
was.  Now  we'll  put  everything  on  CD-ROM;  it's  available  to  everyone,  anytime,  and  no  one  has 
to  be  anchored  to  a  cubicle. 

ASAP:  Is  the  comporison  to  o  student  union  an  accurate  way  to  characterize  the  new  setup? 
chiat:  We  based  this  thing  on  the  university  model.  People  gather,  they  get  assignments,  they 
go  off  and  do  them,  and  then  they're  marked  accordingly.  They  don't  have  to  stay  in  class  to 
get  their  work  done.  As  it  was,  we  were  using  a  kind  of  grammar  school  model,  where  atten- 
dance mattered  almost  os  much  as  anything  else. 

ASAP:  You've  remarked  that  people  who  want  a  place  to  put  their  dog  pictures  won't  like  this 
office-less  approach.  Is  there  much  angst? 

chiat:  There's  a  certain  omount  of  angst  because  some  people  don't  understand  it.  What  they 
don't  yet  realize  is  thot  the  office  will  be  like  a  great  club.  If  you  want  to  work,  there  will  be  a 
desk  to  use.  If  you  want  to  do  research,  there'll  be  a  terrific  library  ond  comfortable  chairs.  And 
if  you  have  something  to  do  at  11,  you  won't  have  to  come  in  at  nine. 


26 


Forbes  ASA 


ft 


clever  corporate  parlor  games  designed 
to  use  a  tough  business  situation — the 
lamer  and  distinctly  meaner  advertising 
climate  of  the  1990s — as  the  lever  to  pry 
the  best  out  of  himself  and  his  staff. 
"The  '90s  are  going  to  really  be  a  bum- 
mer,'" Stabiner  quotes  him  as  saying  a 
few  years  ago.  '"Business  is  really  going 
to  go  into  the  toilet.  Let's  get  in  shape.'" 

If  the  virtual  agency  is  a  parlor 
game,  it  is  one  that  Chiat  has  become 
increasingly  adept  at  running  out  of  his 
own  parlor.  Or  in  this  case,  the  study 
in  the  charming  house  on  his  40-acre 
estate  in  the  Hamptons  just  down  Fur- 
ther Lane  from  Billy  Joel,  Jann  Wenner 
and  "Saturday  Night  Live"  producer 
Lome  Michaels. 

On  this  gray,  muggy  summer  day, 
Chiat  has  been  driven  out  from  New 
York  to  the  Hamptons  to  help  his  wife, 
LOonatella  Brun,  an  Italian-bom  pho- 
tographer, prepare  for  a  group  of  New 
York  employees  who  are  coming  to  the 
country  for  a  morale-building  lunch.  As 
he  intends,  work  has  followed  him  out 
to  a  place  where  he  spends  an  increas- 
ing amount  of  his  time. 

As  the  afternoon  wanes,  Chiat  falls 
behind  in  responding  to  the  messages 
that  pour  into  his  machine  from  the 
agency's  four  offices.  "I  can't  stay 
ahead  of  this  mother,"  he  laughs,  typ- 
ing a  response  to  a  query  from  San 
Francisco.  Working  in  the  Hamptons 
allows  Chiat  to  think  more  universally 
about  his  business.  "The  neat  thing 
about  not  being  in  New  York,"  he  ex- 
plains, "is  that  I  can  think  about  solv- 
ing problems  in  all  of  our  offices." 

The  cheeky,  offbeat  style  that  char- 
acterizes both  the  work  and  the  spirit 
of  Chiat/Day  seems  to  translate  well 
into  the  company's  E-mail,  a  sign  to 
Chiat  that  the  brainpower  necessary  to 
run  an  agency  successfully  can  be 
tapped  remotely.  Chiat  flashes  a  grin  as 
he  reads  a  message  from  Andy  Law, 
managing  director  of  the  London  office: 
"I've  told  the  whole  agency  that  if  you 
ring,  they're  to  say  that  they  are  really 
happy  and  they  love  working  at  C/D  in 
London.  Otherwise,  they're  fired." 

It  is  the  virtual  transformation  of 
the  L.A.  office,  however,  that  occupies 
most  of  Chiat's  working  day  in  the 
Hamptons.  By  phone  he  cajoles  his  pri- 
mary architect  to  think  about  ways  to 
enhance  the  function  of  the  implausi- 
ble, art-rich,  Frank  Gehry-designed 


building  two  blocks  from  the  Pacific  in 
Venice.  Chiat  wants  an  interior  so  neat 
and  playful  that  the  Los  Angeles  staff 
will  happily  give  up  their  cubicles  and 
hang  out  in  the  combination  pub/stu- 
dent union  which  Chiat  envisions  as 
the  central  meeting  place  of  his  virtual 


tion  source  that  is  a  key  learning  and 
communications  tool  for  the  virtual 
agency.  Terms  like  virtual  concerns, 
virtual  culture  and  virtual  manage- 
ment are  sprinkled  throughout  the 
woman's  presentation.  "Think  of  it  as 
your  own  nice  httle  virtual  communi- 


agency.  He  finally  suggests  replacing 
the  main  aisle  on  one  floor  with  a 
bowling  alley.  "You  get  beat  up  by  a 
chent,  pick  up  a  ball  and  bowl  a  few 
sets,"  he  muses  as  the  PowerBook 
beeps  to  life  once  more. 

A  Man  and  His  Plan 

It  is  a  hot  mid-July  afternoon  at 
Chiat/Day's  building  in  Venice  called 
the  Warehouse.  The  appropriately  odd 
space — with  its  cardboard  furniture  and 
Pop,  Op  and  Slop  Art — is  set  just  be- 
hind the  new  $16  rrdlhon  building,  al- 
ready famous  for  its  two  wildly  dis- 
parate wings  (the  Tree  wing  and  the 
Boat  wing)  joined  by  giant  binoculars 
created  by  sculptor  Claes  Oldenburg 
and  Coosje  Van  Bmggen. 

Chiat  has  come  to  L.A.  to  explain 
the  workings  of  the  virtual  agency,  as 
well  as  the  simultaneous  move  out  of 
the  Warehouse.  At  the  moment,  he  is 
standmg  unobtmsively  at  the  periphery 
of  a  group  of  employees  encircling  a 
Macintosh  Quadra  next  to  the  curved, 
ribbed,  wooden  meeting  room  knovvTi 
as  the  Fish. 

A  young  woman  sits  at  the  comput- 
er explaining  the  workings  of  the 
PacerForum  program,  a  combination 
computerized  bulletin  board/informa- 


THE  VISION  THING  At  the  Frank  Gehry- 
designed  Chiat/Day  office  in  Venice,  Calif.,  the 
virtual  agency  of  tomorrow  may  soon  be  coming 
into  focus. 

ty,"  she  continues,  "an  electronic  stu- 
dent union." 

Following  the  demonstration,  Cliiat 
makes  his  way  past  a  vintage  red  Dat- 
sun  station  wagon  with  a  surfboard 
sticking  out  the  back  which  stands  per- 
manently parked  in  the  middle  of  the 
wide  corridor  called  Main  Street.  Main 
Street  runs  the  length  of  the  Ware- 
house and  is  the  central  gathering  place 
for  the  frequent  pizza  parties,  tricycle 
races  and  other  unlikely  events  that  re- 
inforce the  agency's  self-consciously 
nonconformist  way. 

Main  Street  fills  up  with  dozens  and 
then  several  hundred  of  the  young 
Chiat/Dayers,  who,  when  they  are 
gathered,  make  the  occasion  seem 
more  hke  a  university  pep  rally  than  a 
crucial  corporate  gathering.  Chiat  waits 
quietly  while  agency  president  Bob  Ku- 
perman  climbs  up  on  a  giant  planter 
that  holds  a  full-grown  ficus  tree  for 
the  beginning  of  what  staffers  call,  nat- 
urally enougli,  a  tree  meeting.  Kuper- 
man,  the  only  person  in  the  room 
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wearing  a  suit,  is  sleek,  with  a  closely 
nimmed  beard,  a  ponytail  and  a  slight- 
ly sinister  k)ok  that  many  think  made 
him  the  model  for  Miles  Drentell,  the 
MachiaveUian  agency  chief  in  the  TV 
series  "thirtysomething." 

From  his  perch,  Kuperman  an- 


RIB  JOINT  A  meeting  room  dubbed  tbe  Fish 
in  the  agency's  old  "worehouse"  space  in 
Venice  is  typical  of  Chiot/Day's  envelope- 
pushing  style. 

nounces,  to  much  cheering,  that 
Chiat/Day's  New  York  office  has  made 
the  cut  for  the  next  round  of  competi- 
tion for  one  of  IBM's  accounts  and  that 
Sega,  the  electronic  game  company,  has 
invited  the  agency  to  compete  for  its 
business.  He  quicldy  gets  around  to  the 
reiil  reason  for  the  meeting  and  brings 
the  casually  dressed  Chiat  up  onto  the 
ficus  to  discuss  the  virtual  agency. 

"We're  calhng  this  discussion  'Wel- 
come to  Armageddon,'"  Chiat  begins. 
"We  understand  there's  a  lot  of  con- 
cern and  fear  tliat  we're  going  to  take 
away  your  workstation,  that  you'll 
have  no  place  to  put  your  handbag... or 
have  it  stolen  from."  Laughter  trickles 
through  the  crowd. 

Chiat  then  proceeds  to  paint  a  vi- 
sion of  the  new  workplace.  In  his  de- 
scription, it  is  an  incredibly  cool  place 
to  hang  out,  with  soft  drinks,  great 
beer,  sandwiches  and  state-of-the-art  fa- 


cihties  like  a  CD-ROM  hbrary  and  com- 
puterized editing  studios  with  commu- 
nications software  for  the  instant  trans- 
fer of  words,  pictures,  sound  and  video 
to  any  C/D  site  in  the  world,  plus  study 
carrels  to  plug  in  the  laptops  that  will 
be  the  ubiquitous  tool  for  communica- 
tions and  work  at  the  virtual  agency. 

He  lays  out  the  philosophy  behind 
the  changes:  "The  only  way  we  can 
make  you  work  differently  is  to  change 
the  way  you  work.  If  you  have  no  rea- 
son to  show  up,  there's  no  reason  to  be 
here;  if  you  have  a  reason  to  show  up, 
you'd  better  be  here."  This  is  greeted 
matter-of-factly  by  employees  at  a 
company  where  the  notoriously  long 
hours  once  spavmed  T-shirts  with  the 
logo  "Chiat/Day  and  Night." 

Chiat  concludes  by  presenting  his 
challenge.  "What  we're  trying  to  do," 
he  tells  the  gathering,  "is  to  kill  all  the 
antiquated  habits  [that  have  been 
around]  since  I've  been  in  business. 
We're  trying  to  reinvent  the  way  we 
work." 

Chiat  then  asks  for  questions.  There 
is  a  long  silence  before  hands  timidly 
begin  rising.  Not  all  the  questions  are 
of  the  philosophical  kind.  One  young 
man,  a  Idd  really,  dressed  in  a  purple- 
and-red-striped  shirt  and  baseball  cap, 
wonders,  "Will  we  still  have  to  do  our 
time  sheets?" 

Dreams  Afield 

It  is  late  afternoon  in  the  Hamptons, 
and  Chiat  is  outdoors  for  the  first  time 
all  day.  The  sun  descends  over  a  field 
of  a  thousand  sunflowers,  all  of  which 
seem  to  be  staring  at  Chiat  as  he  sits  in 
a  lawn  chair,  drinks  his  Stoli  on  the 
rocks  and  contemplates  his  virtual  day. 

Relaxing  in  the  pale  sunshine,  Chiat 
is  philosophical  about  the  anxious  E- 
mail  notes  from  his  personal  assistant 
assigned  to  the  Venice  office  to  help 
with  the  transition,  and  particularly 
about  Bob  Kuperman,  who  has  just 
cleaned  out  his  cubicle,  packed  up  his 
personal  effects  and  sent  a  complaint 
that  still  glows  on  Chiat's  computer 
screen:  "It's  sterile.  I'm  wondering 
about  it." 

Those  inside  the  agency  may  be 
more  troubled  by  the  change  than 
Chiat/Day's  clients.  "The  ones  who 
have  doubts  are  willing  to  wait  to  see 
how  it  goes,"  he  says.  "Others  seem 
pretty  enthusiastic."  Not  untypical  is 


Earl  Hesterberg,  vice-president  and  gei 
eral  manager  of  Nissan,  America, 
client  of  the  agency  for  the  past  si 
years.  Hesterberg  admits  that  Chiatj 
plan  to  virtualize  its  operation  is  radj 
cal,  but  claims  that  "it  didn't  surpri^ 
anybody  around  here.  They  alwa^j 
seem  to  be  the  first  out  of  the  box< 
Nissan's  position  might  be  described  i 
a  supportive  wait-and-see.  The  new  aj 
proach  "won't  be  a  problem  as  long 
we  can  get  ahold  of  people  as  easily  i 
we  can  now,"  Hesterberg  says.  "The 
have  access  to  our  E-mail  system  nov 
which  I  use  a  high  percentage  of  tl: 
time  anyway." 

Geraldine  Layboume,  president  ( 
the  cable  channel  Nickelodeon,  anotl 
er  Chiat/Day  client,  is  unequivocaU 
enthusiastic  about  the  change.  "Fi 
completely  excited  by  Jay's  ideas,"  sa; 
Layboume,  whose  New  York  Cit^ 
based  company  is  growing  20  percent 
year.  "I'm  inspired  by  it.  We're  movir 
out  of  our  current  offices  into  a  ne 
space,  and  I'm  looking  at  his  approac 
for  ways  to  change  the  way  we  d 
things.  People  are  creatures  of  habi 
When  you  make  a  change  like  this, 
takes  a  visionary  to  lead  the  way.  ] 
the  end,  I  think  it's  going  to  work  fi 
him,  and  for  us." 

Chiat  is  puzzled  about  the  real  difi 
culties  of  a  virtual  transition,  but  p 
mains  undaunted.  "My  assistant  aij 
the  guy  who  runs  the  office,  it  eludl 
them,"  he  says.  He  has  sent  back 
message  encouraging  both  to  stc 
thinking  about  personal  space.  "It 
never  going  to  be  bought  into  until 
actually  happens,"  Chiat  concludes. 

He  then  recalls  the  moment  he  fii 
thought  about  transfonning  his  comp 
ny — while  speeding  down  a  ski  slope 
Telluride,  Colo.  "I  thought  about  wh 
we  do  in  the  office,"  he  says,  "and  lei 
ized  it's  where  we  store  stuff,  shuffi 
paper  and  return  calls.  But  you  ca 
solve  problems  in  the  shower  or  am 
where  else.  And  now  that  the  technol 
gy  exists  to  work  fiom  anywhere,  tl 
real  question  is,  can  we  use  it  witho 
being  dehumanized  in  the  process? 
lot  of  thought  is  going  to  have  to  j 
into  finding  the  right  balance." 

Not  surprisingly.  Jay  Chiat  is  pret 
sure  he  can.  |J 


Richard  Rapaport  wrote  about  Rovi 
128  in  the  Sept.  13  Forbes  ASAP. 
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an  imaging  and 

workflow  solution 
shouldn't  necessitate 
reengineering  your  budget. 


It's  a  pretty  much  agreed  upon  principle  that  the  whole 
'irpose  of  business  process  reengineering  is,  ultimately,  to  save 
oney  and  boost  profits. 

So  why  is  it  that  so  many  companies  are  considering 
laging  and  workflow  solutions  so  costly  to  implement  that 
ly  benefit  is  offset  by  the 
ipital  outlay  and  maintenance? 


Cost  Per  Seat  Comparison 


$1500 


$1250 


$1000 


$500 


$250 


TechKNOWLOGY  IBM 
ImagePlus 


ViewStar 


bottomless  bottom  line. 

A  lot  of  imaging  vendors 
Ik  about  how  "easily"  their 
i  stems  fit  in  to  your  business 
ocess.  They'll  try  to  dazzle 
)u  with  examples  of  the 
Dsitive  impact  their  system 
liuld  have  on  productivity  in 
)ur  organization.  Some  will 
en  offer  complicated 
lalyses  which  show  just  how 
luch  money  your  company 
iiuld  save  —  if  only  you 
iiplemented  one  of  their 
lutions. 

However,  what  they  don 't  like  to  talk  about  is  how  much 
oney  your  company  will  have  to  spend  to  implement  their 
stem  in  the  first  place. 

he  high  price  of  productivity. 

All  those  wonderful  gains  in  productivity  come  at  a  pretty 
fty  price.  Most  imaging  and  workflow  solutions  have  a  bare 
lines  price  of  $1000  or  more  per  user.  And  that's  just  for  the 
sic  software.  What  about  the  cost  of  hardware?  Or 
I  veloping  and  implementing  an  indexing  system  for  your 
cuments?  And  how  about  developing  the  workflow 
plication?  A  number  of  so  called  "solutions"  won't  even 
irk  with  your  current  systems! 

All  of  this  ultimately  defeats  the  purpose  you  originally 
d  in  mind  when  you  first  considered  an  imaging  and 
irkflow  solution  —  saving  money. 


A  sane  solution. 

TechKNOWLOGY  has  an  alternative.  A  full-featured 
imaging  solution  at  a  cost  of  as  little  as  $395  per  user.  And,  that 
buys  you  a  lot  of  power  and  performance.  Like  scan  rates  50% 
faster  than  ViewStar,  87%  faster  than  LaserData  and  more  than 

t^'ice  as  fast  as  FileNet.  And  you 
get  lightning  fast  automated 
document  indexing,  group  III/IV 
fax  compatibility,  jukebox  support, 
and  built-in  scalability. 


FileNet 


LaserData 
GroupFile 


^  VA/''*^      Developer  tested  only 

I  StWare      Novell  makes  no  warranty  with  respect  to  ttiis  product. 


A  real  team  player. 

m Unlike  most  of  the  solutions 
available,  TechKNOWLOGY's 
imaging  and  workflow  solution 
was  designed  and  written  to  work 
at  the  deepest  level  of  Novell 
Netware.  Which  means  you  get 
significantly  higher  performance 
and  speed  for  your  applications. 
And  there's  never  a  compatibility 
issue.  Which  means  you  don't  lose 
a  penny  on  your  investment  in  current  technology.  In  fact, 
Novell  liked  our  solution  so  much  they  now  use  it  as  their 
performance  standard  in  evaluating  imaging  systems. 

A  simple  matter  of  addition. 

Lower  cost.  Better  performance.  True  compatibility.  If 
you're  considering  an  imaging  and  workflow  solution  for  your 
company,  it  all  adds  up  to  TechKNOWLOGY 

If  you'd  like  more  information  about  the 
TechKNOWT^OGY  imaging  and  workflow 
solution,  or  a  copy  of  the  white  paper 
"Selecting  an  Electronic  Document  Imaging 
Solution,"  call  us  at  (800)  264-0713 
or  write: 

TechKNOWLOGY,  Inc. 
141  East  5600  South,  Suite  300 
Sah  Lake  City,  UT  84107 


TechKNOWLOGY^ 

The  Imaging  and  Workflow  Solution  for  Novell  Networks. 


;tiKNOWLOGY  is  a  registered  trademark  of  TechKNOWLOGY.  Inc.  All  other  product  and  brand  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 


At  J.D.  Edwards,  we  belie^ 
depth  and  endurance  t 

With  the  explosive  growth  of  hurried  development! 

of  the  open  systems  is  not  the  best  way  to 

movement  in  recent  years,  create  products  with  th( 

software  manufacturers  depth  and  longevity 

everywhere  are  frantically  necessary  to  make  them 

racing  to  get  their  good  investments.  | 
products  to  the  market.  At  J.D.  Edwards, 

Unfortunately,  this  kind  we're  taking  the  time  to 


product  of  true 
time  to  create. 


•ate  open  systems  soft- 
ire  with  the  features 
d  flexibility  to  meet 
Lir  needs  initially  and 
A\  down  the  road.  With 
liont  list  consisting  of 
me  of  the  largest  and 
)st  successful  corpora- 


tions worldwide,  we're 
firmly  established  as  a 
leader  in  business  solu- 
tions. From  financial 
management  and  manu- 
facturing to  distribution 
and  construction.  From 
public  services  to  human 


resources  management. 
Now  we're  bringing  the 
same  level  of  quality  and 
reliability  for  which  we're 
known  into  open  systems 
software. 

Naturally,  our 
approach  to  developing 
software  takes  more  time. 
But  you  can  be  sure  that 
when  we  say  it's  ready, 
it's  ready.  So  if  your 
company  is  one  that 
values  long-term  invest- 
ment over  high-risk 
technology,  take  a  look  at 
J.D.  Edwards.  For  more 
information,  call  us  today 
at  1-800-727-5333.  And 
discover  just  how  specta- 
cular the  outlook  for 
open  systems  software 
can  be. 


JDEdwards 


ULTINATIONAI.  BUSINESS  SOFTWARE 


MUSIC  cm 


"Every  major  American  city  is  telling  business  it's  'business  friendly.'  So  I'll  just  say 
this.  Here,  several  of  our  lop  city  officers,  including  me,  are  business  people  by  background," 
says  Nashville  Mayor  Phil  Bredesen.  "1  won't  promise  we'll  always  agree  with  business. 
But  we  will  always  understand." 

The  Nashville  area  has  recently  attracted  "62  corporate  relocations,  including  Willis 
Corroon  Group  U.S.  Headquarters,  Bridgestone/ Firestone  Headquarters,  Caterpillar 
Financial  Services  Headquarters,  Bankers  Trust,  Lockheed  and  the  National  Federation  of 
Independent  Business  Administrative  Headquarters."  Why?  According  to  Mayor  Bredesen, 
"people  who  come  here  from  somewhere  else  say  that  the  work  ethic  here  is  unbelievable. 
Plus  we  have  a  good  cost  of  doing  business,  and  a  great  quality  of  life." 

As  a  transplanted  New  Englandcr  himself.  Mayor  Bredesen  has  a  special  perspective. 
"This  is  a  place  where  you  don't  have  to  sacrifice  your  business  operations  in  order  to  have  a 
great  quality  of  life  for  families.  This  is  one  place  where  you  really  do  get  to  have  it  both  ways." 

Underwritten  in  part  by  American  General  Life  &  Accident  Insurance  Company,  First  American  National  Bank, 
Nashville  Electric  Service,  NationsBank  of  Tennessee  and  Third  National  Bank. 


it 


7:50  A.M. 
Nashville. 
Mayor  Bredesen 
makes  a  point  to 
Richard  Miller,  Ci: 
Willis  Corroon  ant 
Ybichiro  Kaizaki, 
Chairman/CHO, 
Bridgestone/ 
Firestone  Inc.  after 
breakfast  meeting 
at  Willis  Corroon 
Headquarters. 


Ifvour  company  is 
ready  for  a  bright 
new  day  in  Music 
Cit\;  call  Fred 
Harris,  Nashville 
Area  Chamber  of 
Commerce, 
(615)  259-4740, 
161  4thAyenueN., 
Nashrille,  TN 
37219. 
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By  David  H.  Freedma: 


Odds  Man  In 

Mly's  wants  profits  right  away— and  gets  them, 
hanks  to  an  obsession  with  exploiting  the  latest 
echnology  available  to  keep  customers  coming  back. 


BALLY  WELL,  THANK  YOU  Wallace  Borr,  president  of  Bally's  Atlantic 
City  operations,  credits  computers  for  much  of  Park  Place's  good  fortune. 


Stepping  onto  a  casino  floor  is  a  dis- 
rienting  experience,  something  like 
;mg  trapped  inside  a  pinball  machine 
ith  a  thousand  unanswered  phones. 
iut  that's  the  point:  the  riot  of  blink- 
ig  lights,  the  constant  ringing  of  coin- 
dewing  slot  machines,  the  clacking  of 
dinning  wheels,  the  absence  of  out- 
dc  views  or  pubHc  phones — all  of  this 
ncourages  the  otherwise  solidly 
ounded  visitor  to  lose  track  of  time 
nd  space,  not  to  mention  financial 
3mmon  sense. 

So  it  may  seem  strange  that  the 
•ok  on  Robert  Conover's  face  as  he 


walks  into  the  casino  at  Bally's  Park 
Place  in  Atlantic  City,  N.J.,  seems  to 
reflect  deep  inner  harmony.  But 
Conover  knows,  perhaps  more  than 
anyone  else  in  the  world,  exactly  how 
much  order  there  is  in  this  apparently 
demented  world.  People  come  to  casi- 
nos to  forget  themselves.  This  casino 
is  dedicated  to  remembering  every- 
thing about  them,  including  what  they 
spend,  which  games  they  spend  it  on 
and  how  often  they  spend  it.  That 
information  is  then  skillfully  used  to 
get  patrons  to  spend  more. 

The  primary  means  to  this  end  is 


the  practice  of  "comping,"  or  selec- 
tively offering  customers  free  hotel 
rooms,  meals  and  other  amenities. 
Conover,  as  the  casino's  senior  vice- 
president  and  CIO,  is  largely  responsi- 
ble for  Park  Place's  unusually  success- 
ful comping  program.  "We  know  who 
these  people  are  and  exactly  what  they 
do  when  they're  here,"  he  says.  "And 
we  know  how  to  reach  out  to  them." 

Bally's  Park  Place  is  part  of  the 
Bally  Manufacturing  empire,  a  mix  of 
casinos,  health  clubs,  clothing  and 
other  businesses.  It  has  been  a  trou- 
bled, debt-laden  enterprise,  emerging 
only  recently  from  two  years  in  Chap- 
ter 11.  But  Park  Place,  the  third  casino 
to  open  on  Atlantic  City's  now-crowd- 
ed boardwalk,  has  been  a  moneymaker 
from  the  get-go.  The  casino  has  consis- 
tently eamed  some  of  the  highest  prof- 
it margins  of  any  in  Atlantic  City, 
including  last  year,  when  its  operating 
profits  rose  15  percent  to  $63  miUion 
on  revenues  of  $33 1  miUion. 

Wallace  Barr,  president  of  Bally's 
Atlantic  City  operations,  credits 
Conover  and  information  technology 
for  much  of  Park  Place's  good  fortune. 
"Bob  has  helped  us  do  more  than  any 
other  casino  to  know  our  customers 
and  make  use  of  that  knowledge,"  Barr 
says.  "We're  happy  to  let  others  play 
catch-up." 

Big  Score  off  Small  Fry 

If  Conover  were  a  bank  or  oil  compa- 
ny executive,  his  silver  beard  and 
superbly  tailored  ItaHan  suit — and  the 
framed  Monopoly  game  board  promi- 
nently displayed  in  his  office — might 
seem  a  tad  affected.  But  in  the  casino 
industry,  such  accouterments  are  con- 
sidered a  sign  of  flair.  They  certainly 
haven't  hurt  Conover  in  the  Bally 
organization,  where  he  was  initially 
responsible  for  information  technology 
at  Park  Place.  Over  the  years,  those 
responsibilities  have  grovra  to  include 
Bally's  two  Nevada  casinos,  one  each 
in  Las  Vegas  and  Reno.  Last  year  the 
company  appointed  him  vice-president 
and  CIO  of  all  of  Bally  Manufacturing. 

Aside  from  a  short  foray  into  the 
world  of  heart  surgery  in  1987, 
Conover  has  taken  it  all  in  stride.  He 
still  seems  to  regard  Park  Place  as  his 
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crowninsg  achievement.  He  keeps  his 
office  there,  and  his  enthusiasm,  not 
low  to  begin  with,  rises  when  he 
speaks  of  the  operation. 

In  the  1970s,  Conover  was  a  con- 
sultant with  IBM,  helping  manufactur- 
ing and  pharmaceutical  companies  lay 
out  their  hardware  and  software  strate- 
gies. The  company  sent  him  to  the  Las 
Vegas  casinos  and  then  on  to  Atlantic 
City  to  work  with  Resorts  Intemation- 
al,  the  first  casino  to  open  there  in 
1978.  But  Rally's  Park  Place  needed  a 
full-time  data  processing  manager 
when  it  was  preparing  to  open  in  1979. 
Conover  signed  on.  "It  was  a  chance  to 
get  in  on  the  Atlantic  City  business  in 
its  infancy,"  he  recalls. 

Conover  knew  the  gaming  business 
in  Las  Vegas  and  Reno  was  decidedly 
low-tech.  At  that  time — and  for  years 
after — room  reservations  for  some  of 
the  largest  Nevada  casino/hotels  were 
handwritten  on  slips  of  paper.  Slot 
machines  were  left  to  take  in  whatever 
money  happened  to  come  their  way. 
And  casinos'  knowledge  of  individual 
gamblers'  performance  at  the  bread- 
and-butter  "tables" — blackjack,  craps 
and  roulette — was  based  largely  on  pit 
bosses'  notations. 

Conover  decided  it  was  time  to 
estabhsh  some  new  traditions  in  the 
casino  business.  For  one  thing,  while 
the  Las  Vegas  casinos  tended  to  cater 
to  the  big  players  who  would  fly  into 
town  for  high-rolling  weekends, 
Atlantic  City  casinos  would  be  dealing 
with  small  fry  who  traveled  in  by  car. 
The  average  Atlantic  City  casino  visit 
lasts  1 .5  days,  compared  to  4.5  days  for 
Las  Vegas.  What's  more,  nine  new 
casinos  were  slated  to  open  on  the 
boardwalk  over  the  next  three  years. 
Competition  would  be  fierce. 

The  first  decision  Conover  faced 
was  which  computing  platform  to  use. 
While  other  Atlantic  City  casinos  were 
standardizing  on  IBM's  small  main- 
frames, Conover  decided  to  go  with 
IBM's  far  more  flexible  mid-range  com- 
puters— first  a  System/3,  then  the  Sys- 
tem/38 and  later  the  AS/400.  Then,  to 
obtain  the  processing  power  needed  by 
Park  Place,  Conover  networked  them. 

PCs  IN  THE  PIT 

To  appreciate  how  well  that  early 


decision  paid  off,  you  have  to  under- 
stand the  nature  of  comping.  Gam- 
blers who  put  down  enough  on  the 
tables  to  win  or  lose  $1,000  or  so  in 
an  evening,  as  reckoned  by  the  ever- 
watchful  pit  bosses,  might  have  their 
hotel  and  meal  tabs  picked  up.  Gam- 
blers whose  nightly  potential  wins  or 
losses  ran  into  the  several-thousand- 
doUar  range  might  also  get  free  airfare. 
Whether  the  money  is  won  or  lost 
doesn't  enter  into  the  comping  deci- 
sion,- all  that  counts  is  whether  the 
bets  are  placed.  After  afl,  the  casinos 
know  they'll  be  on  the  plus  side  soon- 
er or  later,  thanks  to  the  patient  and 
mercfless  law  of  odds. 

Comping,  thus,  is  a  casino's  prima- 
ry marketing  tool.  Like  a  frequent-fher 
program,  it  encourages  customers  to 
concentrate  their  spending  in  one 
place.  But  unhke  a  frequent-flier  pro- 
gram, there  is  no  assured  way  of  deter- 
mining exactly  how  much  each  cus- 
tomer is  spending.  Casino  customers 
simply  expect  to  be  noticed  and  treat- 
ed right,  and  if  they  feel  a  casino  is 
slow  to  offer  comps,  they  gamble  else- 
where. "I  call  it  'the  interface  factor,'" 


says  Conover.  "The  customer  needs  tc 
be  made  to  feel  special  by  the  casino." 

The  first  order  of  business  was  tc 
track  who  spent  how  much  at  the 
casino's  100  tables.  Unfortunately 
there  was  no  way  to  automatically  reg- 
ister each  customer's  "action"  on  i 
bet-by-bet  basis.  Most  gamblers  won't 
abide  any  change  in  the  time-honored 
ritual  of  shoving  chips  onto  a  table, 
The  job  of  recording  betting  amount^ 
falls  to  a  "floor  person,"  an  employeej 
who  notes  a  customer's  average  bet, 
number  of  bets  per  minute  and  length 
of  time  he  stays  at  the  table. 

Conover's  solution?  Park  Place 
would  differentiate  itself  by  having  the 
floor  person  type  the  information  into 
one  of  the  terminals  scattered 
throughout  each  "pit" — the  employ- 
ees-only area  encircled  by  a  group  oi 
10  or  so  tables.  (Park  Place's  floor  per- 
sons wfll  soon  use  laptop  computers.) 
The  pit  PCs  also  speed  the  process  of 
extending  credit  to  bettors:  the  screensi 
display  a  customer's  credit  limit  asj 
weU  as  her  signature,  eliminating  the 
need  to  send  a  runner  to  a  back  office 
to  vahdate  a  marker. 
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The  pit  PCs  allowed  the  casino  to 
t  information  on  its  table  gamblers 
i  I  the  customer  database. 
What  about  slot  machine  players? 
though  the  machines  had  always 
lyed  second  fiddle  to  the  table  action 
Las  Vegas,  they  were  proving  to  be 
tpressive  moneymakers  in  Atlantic 
[y.  Bally  Manufacturing  had  been  a 
ajor  producer  of  high-tech  slot 
achines.  Park  Place  took  advantage 
-  the  connection  and  became  the  first 
sino  to  fully  implement  networked 
[( )t  machines  whose  intake  and  pay- 
':'  ts  were  constantly  monitored  in  real 
r  ne  by  computer. 

The  casino  had  soon  built  a  slot 
[  tabase  that  allowed  it  to  study — 
;  cording  to  denomination  (some 
t;  achines  can  be  played  for  a  nickel, 
lers  require  $500  a  shot),  "personaH- 
;  "  (how  much  a  machine  pays  off  for 
:  'o  cherries,  for  example,  or  three  7s) 
J  location — which  machines  were 
;  ying  off  and  which  were  duds.  By 
[  jdying  the  database  and  experiment- 
t  g  with  floor  layouts  on  computer- 
hed  design  software.  Park  Place  was 
Ic  to  continually  improve  the  slot 
ke.  When  Park  Place  opened,  its  slot 
lachines  provided  20  percent  of  the 
sino's  revenues;  by  1988,  its  1,500 
Its  were  contributing  60  percent.  (It 
)w  operates  1,900  slots,  each  of 
hich  pulls  in  an  average  of  about 
00,000  a  year.) 

Conover  figured  it  was  also  time  to 
itroduce  serious  slot  players  to  the 
ductive  world  of  comps.  In  1984,  the 
smo  installed  magnetic-stripe  card 
aders  on  every  machine  and  issued 
I  ID  card  to  any  customer  who  want- 
one.  W^en  a  slot  player  approaches 
machine,  he  sticks  the  card  in  the 
ader  and  leaves  it  there  while  play- 
S.  (Gamblers  can  use  a  small  wrist 
lam  to  avoid  leaving  the  card  behind 
hen  changing  machines.)  The 
nount  of  money  the  customer  gam- 
es on  the  machine  is  then  entered 
to  a  database.  "Suddenly,"  says 
)nover,  "we  were  able  to  rate  slot 
aycrs." 

The  slot  system  also  automatically 
jrts  roving  "slot  hosts"  to  opportuni- 
js  to  get  more  information  about 
istomers.  If,  for  example,  someone 
ithout  a  card  is  playing  a  machine 


heavily,  a  smiling  host  is  dispatched  to 
sign  up  the  customer.  Or  the  system 
might  note  that  it's  lacking,  say,  the 
home  phone  number  of  a  customer  at 
one  of  the  machines.  This  prompts  a 
host  to  drop  by  to  fill  in  the  blank.  If 
customers  want  a  drink  while  they're 
playing,  they  can  enter  their  request 
into  a  keypad  next  to  the  machine. 
"More  and  more,"  says  Conover,  "our 
slot  machines  are  becoming  interactive 
computers." 

Having  established  databases  for 
customers'  betting  habits.  Park  Place 
soon  had  the  information  it  needed  to 
calculate  the  appropriate  "comp 
authority" — the  total  value  of  the  free- 
bies  for  which  a  customer  qualified 
during  a  visit — for  tens  of  thousands  of 
customers.  The  formula  includes  not 
simply  the  amount  of  money  bet,  but 
also  the  odds  (a  customer  who  places  a 
37-to-l  bet  on  a  single  number  in 
roulette  is  a  bigger  gambler  than  one 
who  places  a  2-to-l  bet  for  the  same 
amount  on  "red")  and  the  frequency 
and  duration  of  visits.  The  system  con- 
siders both  table  and  slot  action,  and 
pools  spouses'  gambling. 

Customers  aren't  told  their  comp 
authority.  But  when  they  call  Park 
Place  to  make  hotel  reservations,  the 


operators  can  tell  them  exactly  what 
amenities  they're  good  for.  When  they 
check  in  to  the  hotel,  accounts  are 
automatically  opened  for  them  at  the 
casino,  as  well  as  at  the  restaurants 
and  clubs.  As  the  comps — including 
transportation,  hotel  room,  food  and 
beverage,  and  nightclub  shows — are 
used,  the  system  keeps  a  running  total 
of  their  value.  Any  manager  can  over- 
ride the  predetennmed  comp  authori- 
ty, and  the  system  notes  these  excep- 
tions as  well.  "We  track  customers 


starting  before  they  arrive,  during 
their  stay  and  even  after  they  leave," 
says  Conover.  Armed  with  these  data, 
the  comp  system  can  continually  fine- 
tune  customers'  comp  authority  to 
achieve  the  delicate  balance  between 
treating  customers  well  and  losing 
money  on  them. 

Direct  marketing  from  data 

Park  Place  doesn't  wait  for  customers' 
calls  to  put  to  use  its  wealth  of  data. 
Nor  does  it  Umit  its  special  attentions 
to  big-time  regulars.  It  has  set  up  one 
of  the  most  aggressive  direct  marketing 
programs  in  the  industry,  carving  up  its 
broad  array  of  gambling  customers  into 
an  endless  variety  of  niches  and  relent- 
lessly pursuing  each  and  every  one.  A 
first-time  customer  who  puts  a  few 
hundred  dollars  into  slot  machines  is 
likely  to  find  a  thank-you  note  in  the 
mailbox  a  week  later.  A  heavy  slot 
player  who  never  seems  to  make  her 
way  to  a  table — where  the  bets  tend  to 
be  higher — might  be  invited  to  a  free 
blackjack  lesson.  Customers  who  seem 
to  show  up  more  often  might  get  free 
tickets  to  a  New  Year's  Eve  gala  to 
cement  their  loyalty. 

Conover  seems  determined  to  find 
the  limits  of  computerization  in  the 


casino  business  and  to  be  the  first  to 
Icnow  when  those  limits  loosen.  He  is 
planning  to  install  voice-recognition 
modules  in  slot  machines  so  that  cus- 
tomers can  tell  the  slot  what  they 
want  to  drink  or  summon  change. 
Whether  customers  are  ready  to  make 
this  leap  remains  to  be  seen.  "I  think 
there's  plenty  of  room  for  more 
automation,"  says  Conover,  standing 
at  the  edge  of  the  playing  floor  and 
surveying  the  maelstrom  that  con- 
fronts him.  ® 


first-time  customer  who  puts  a  few 
hundred  dollars  into  slot  machines  is 
dikely  to  find  a  thank-you  note  in  the 


mailbox  a  week  later.  A  heavy  slot  player 
might  be  invited  to  a  free  blackjack  lesson. 
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to  tne  e  X  p  1  o  a  1  n  g 
SUPERNOVAS  atove,  an 
engineer  5  its 


loJ  i  n 


to  ker  PC. 


Understand  it's  not  that  our  people  suffer  from  a  lack  of  free  time.  Its  just  that  they  would  rather 
spend  their  free  time  perfecting  PCs.  Obsessive?  Perhaps.  But  it's  from  this  commitment  that  our 
latest  high-performance  desktop  system  was  born.  Premmia™  systems  feature  AST's  local  bus  video 


design,  while  models  with  Intel  Pentium™  processors  move  data  via  a  64-bit 


superhighway.  Add  AST's  new  LocalMotion™  video  drivers  for  full-screen,  full- 


motion  video  and  you've  got  the  kind  of  performance  that's  ideal  for  today's  ■ 


and  future  —  Windows,  graphics,  and  multimedia  applications. 


The  Premmia  system  is  just  one  ot  the  reasons  that  businesses  in  over  100  countries  look  to  us  for  PC- 
based  solutions.  And  with  results  like  that,  we  honestly  don't  mind  missing  a  streaking  comet  or  two. 
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The  Product  Of  Our  Obsession. 
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P  R  E  M  M  I  A 


POWER 

Intel  Pfinium,  486DX2/66, 
4S6DX2/5U.  486DX/33,  or  4S6SX/33 

processor.  Internal  cache.  Up  to 
512KB  second-level  cache  available. 


VIDEO 

AST  local  bus  video,  with  optional 

2MB  supporting  64-bit  video 
performance.  AST  LocalMotion  for 
full-screen  video  playback. 


UPGRADABLE 

Intel  OverDrive'  Ready. 
Five  EISA  slots.  Five  drive  bays. 
Up  to  128MB  memory. 


SECURE 

Multiple  password  levels,  port 
locking,  asset  management,  and 
patent-pending  Walk-n-Lock  — 
which  invokes  password  protection 
after  a  period  of  inactivity. 


RESPONSIVE 

To  learn  more  about  our  Premmia 
desktop,  call  800-876- 4 AST. 


VISION 

Parks  Astronomical  Telescope 
with  an  equatorial  mount  and  80mm 
refractor.  Optional,  of  course. 


Pentium 

BPROCeSSOR 
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few  blocks  away  from 
the  tourist-infested 
town  square  in  Santa 
Fe,  N.M.,  a  quiet  row 
of  shops  on  Aztec 
Street  offers  a  modest 
but  eclectic  selection  of  wares:  Native 
American  art,  antiques,  herbs,  dresses 
and — ^predictions? 

This  last  commodity  can  be  found 
on  the  second  floor  of  a  wooden  build- 
ing, behind  a  door  labeled  "Prediction 
Company  Corp."  Visitors  braced  for 
crystal  balls  and  the  smell  of  incense 
will  be  suiprised.  The  modem  plaster- 
and-glass  digs  are  dominated  by  the 
quiet  hum  and  diffuse  glow  of  a  dozen 
Sun  workstations  which  track  the  tur- 
bulent ups  and  downs  of  the  commodi- 
ties markets.  Here,  these  markets  are 
boiled  down  to  their  purest  form:  the 
fluttering  of  electromagnetic  bhps. 

By  prodding  their  Suns  to  shuffle 
and  sort  these  bhps  in  novel  ways.  Pre- 
diction Company  co-founders  Doyne 
Farmer  and  Norman  Packard  hope  to 
extract  order  from  turmoil — in  this 
case,  the  turmoil  of  commodity,  cur- 
rency and  options  trading.  In  essence, 
they  are  doing  what  so-called  technical 
analysts  have  been  doing  for  decades: 
ignoring  the  fundamental  factors  that 
should  explain  the  value  of  an  invest- 
ment— such  as  rising  interest  rates  or 
drops  in  corporate  profit.  Rather, 
Farmer  and  Packard  try  to  discern  the 
apparently  irrational  patterns  that  often 
characterize  financial  markets. 

Technical  analysis  usually  works 
about  as  well  as  a  coin  fhp.  Farmer  and 
Packard,  however,  have  an  edge.  Before 
turning  to  the  world  of  finance,  the 
two  were  highly  respected  physicists 
who  helped  create  powerful  mathemat- 
ical and  computer  tools  used  to  ana- 
lyze a  slew  of  phenomena — ranging 
from  the  evolution  of  ferns  to  the 
spread  of  measles — previously  thought 
to  be  unanalyzable.  Financial  markets, 
they  say,  are  just  another  complicated 
phenomenon  waiting  to  be  cracked  by 
their  computers. 

At  first  glance,  it's  hard  to  under- 
stand how  corporate  America  could 
take  tlie  pair  seriously.  Farmer,  wiry 
and  intense  in  his  Patagonia  trad  guide 
outfit,  rushes  around  the  office.  Book- 
ish-looking Packard  stands  at  a  desk. 


wearing  the  look  of  someone  who 
seems  to  have  forgotten  something 
important.  The  picture  is  completed  by 
CLara,  an  enormous  black-and-white 
Bernese  mountain  dog.  She  appears  to 
be  something  of  a  chaotic  systern  her- 
self as  she  bounds  around  the  room. 

But  Is  the  Market  a 
Complex  Adaptive  System? 

"I  don't  want  to  bash  economists," 
says  Farmer  unconvincingly,  having 
nestled  up  to  a  bowl  of  black  bean  soup 
at  one  of  the  area's  many  styhsh  Mexi- 


driven  largely  by  mass  psychology, 
uneven  flows  of  information  and  a 
stream  of  irrational  trading  decisions. 
What's  more,  every  change  in  a  mar- 
ket— whether  it's  a  new  trade,  a  pohti- 
cal  event  or  a  twitch  in  interest  rates — 
precipitates  other  changes.  These,  in 
turn  bring  about  more  changes,  until 
change  is  cascading  back  and  forth 
throughout  the  system.  Physicists  have 
a  term  for  phenomena  marked  by  this 
sort  of  constant,  interwoven  change: 
complex  adaptive  systems.  Humans 
are  complex  adaptive  systems,  as  are 


Enter  the 
Maifeet 
Merlins 


Remember  the  old  joke  about  the  economist  who 
spots  a  $20  bill  lying  on  the  sidewalk  and  walks  on 
by  I  If  the  bill  were  really  there,  she  reasons,  somebody 
would  have  picked  it  up  by  now.  That's  the  problem 


can  cafes.  "But  they're  often  dependent 
on  idealized  math."  Economics,  he 
notes,  is  forever  relying  on  perfectly 
rational  traders  who  have  instant 
access  to  all  the  world's  information. 
It's  like  the  old  joke  about  the  econo- 
mist who  spots  a  $20  bill  lying  on  the 
sidewalk  and  walks  on  by.  If  the  bfll 
were  reaUy  there,  the  economist  rea- 
sons, somebody  would  have  picked  it 
up  by  now. 

Traders  know  financial  markets  are 


all  living  organisms,  thanks  to  the 
stunningly  intricate  ways  our  bodies' 
chemicals  continually  push  one  anoth- 
er into  various  reactions.  The  earth, 
with  its  web  of  interdependent  ele- 
ments ranging  from  the  oceans  to  the 
atmosphere  to  the  forests,  is  another. 

Such  systems  are  much  too  com- 
plex to  allow  us  to  calculate  the  precise 
effects  of  even  a  single  change,  never 
mind  the  thousands  or  millions  of 
changes  that  might  take  place  nearly 
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multaneously.  This  doesn't  mean, 
iwever,  that  they  are  completely 
ipredictable.  The  behavior  of  certain 
pes  of  complex  adaptive  systems 
imetimes  falls  into  patterns.  Take,  for 
sample,  the  way  mosquito  popula- 
jns  spread  across  a  state.  Who  could 
)pe  to  predict  the  behavior  of  each  of 
)0  million  mosquitoes?  Yet  we  can 
)metimes  discern  these  rules  by 
)serving  just  the  swarms,  ignoring  the 
•havior  of  individual  mosquitoes. 
Technical  analysts  beheve  financial 
arkets  can  be  predicted  in  much  the 


me  fashion:  by  carefully  observing 
e  conditions  that  prevail  just  before  a 
arket  goes  up  or  down.  The  reason 
ich  predictions  have  generally  failed, 
y  Farmer  and  Packard,  is  that  the 
iman  brain,  though  an  excellent  pat- 
'm  recognizer,  can't  keep  track  of  the 
irrential  streams  of  data  that  com- 
ise  a  market.  And  computers,  though 
)le  to  track  vast  amounts  of  data, 
iven't  been  equipped  with  the  tools 
.at  would  allow  them  to  discern  pat- 


terns in  complex  systems. 

A  new  type  of  mathematics  is 
required  to  build  such  tools.  Why?  Vir- 
tually all  the  mathematics  developed 
in  this  century  have  been  aimed  at 
understanding  systems  that  are  "lin- 
ear"— that  is,  relatively  orderly  sys- 
tems in  which  a  httle  push  creates  a 
small  change,  and  a  push  that's  twice 
as  hard  causes  a  change  that's  twice  as 
big.  But  complex  adaptive  systems  are 
nonlinear:  a  tiny  push  can  create  mas- 
sive change. 

Linear  mathematics  has  received  all 


the  attention  largely  because  the  laws 
governing  atomic  particles — which 
have  obsessed  physicists  for  a  hundred 
years — happen  to  be  linear.  In  the 
1970s,  however,  interest  in  predicting 
nonlinear  systems  grew.  Trying  to  dis- 
cern patterns  in  the  weather,  ocean 
currents  and  population  dynamics  led  a 
handful  of  physicists  to  begin  develop- 
ing the  math  required  to  analyze  non- 
linear systems.  The  problem:  the 
mathematics  itself  was  so  comphcated 


that  mainframes  chugging  away  for 
weeks  at  a  time  on  a  single  equation 
could  come  up  with  only  a  rough 
approximation  of  the  answer. 

Physicists  and  Schemers 

Farmer  and  Packard,  childhood  friends 
from  Silver  City,  N.M.,  and  physics 
graduate  students  together  at  the  Uni- 
versity of  California  at  Santa  Cruz  in 
the  mid-1970s,  have  long  marched  at 
the  forefront  of  the  nonlinear  move- 
ment. That's  when  they're  not  making 
side  trips.  In  1977,  the  two  headed  off 
to  make  the  rounds  of  Las  Vegas  casi- 
nos with  homemade  miniature  com- 
puters wired  into  their  shoes  and  belts. 
They  staked  out  a  roulette  wheel  to  see 
if  they  could  roughly  predict  where  the 
ball  would  land  based  on  the  speed  of 
the  wheel  and  the  speed  of  the  ball. 
They  claim  they  were  just  beginning  to 
make  money  when  balky  equipment 
and  suspicious  pit  bosses  comphcated 
matters.  They  were  soon  back  on  the 
road  to  Santa  Cruz. 

Farmer  later  moved  on  to  Los 
Alamos  National  Laboratory  near 
Santa  Fe,  Packard  to  Princeton's  Insti- 
tute for  Advanced  Study.  Both  partici- 
pated part-time  in  studies  of  complex 
adaptive  systems  at  the  Santa  Fe  Insti- 
tute, one  of  the  world's  main  centers 
for  nordinear  systems  research,  which 
is  funded  by  the  government  and  pri- 
vate sources  like  the  Sloan  and 
MacArthur  foundations.  In  1991,  dis- 
heartened by  a  big  squeeze  in  funding 
and  apparently  unable  to  shake  the 
conviction  that  there  was  money  in 
nonlinearity,  the  two  left  their  jobs. 
They  joined  Santa  Cruz  physics  grad 
student  James  McGiU,  who  had  come 
to  specialize  in  managing  high-tech 
startups,  and  others  to  round  Predic- 
tion Company.  Their  plan:  take  the 
techniques  they  had  developed  for  ana- 
lyzing complex  adaptive  systems,  gath- 
er as  much  trading  data  as  possible 
about  currency  and  other  markets,  and 
try  to  come  up  with  predictions  that 
would  make  them  rich. 

After  all  these  years  of  working  and 
playing  together.  Farmer  and  Packard 
seem  to  have  developed  a  sort  of  sym- 
biosis. At  lunch,  they  consult  before 
ordering  each  item  and  spUt  everything. 
They  often  finish  each  other's  sen- 


vith  assuming  rational  behavior.  Doyne  Farmer  (1) 
nd  Norman  Packard  of  Prediction  Company  are  two 
'hysicists  who  don't.  They  think  they  can  predict 
ommodities  markets  by  going  nonlinear. 
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teiices — i:o  the  point  where  it  becomes 
hard  to  distinguish  their  thinking.  This 
sort  of  camaraderie  spills  over  to  some 
degree  into  Prediction  Company,  which 
consists  of  a  dozen  employees,  includ- 
ing five  relatively  young  physicists  Uke 
Farmer  and  Packard,  three  computer 
scientists,  an  economist/mathemati- 
cian and  accounting  personnel,  most  of 


With  new  financiol  backers  puffing  up  $2.5 
million,  fhe  brainy  Norman  Packard 
says,  "We're  feeling  the  heat." 


r 


whom  were  recruited  over  electronic 
bulletin  boards. 

But  if  the  company  was  once  envi- 
sioned as  a  sort  of  private-sector  think 
tank,  a  more  Darwinian  reality  has  set 
in.  Recently  Farmer  and  Packard 
replaced  two  physicists  whom  they  felt 
weren't  producing.  They  attribute  the 
tension  to  the  increasing  pressure  to 
meet  the  expectations  of  their  new 
financial  backers.  "We're  feeling  the 
heat,"  says  Packard. 

Prediction  Company  started  out 
with  a  few  hundred  thousand  dollars 
from  venture  capitalist  James  Pelkey, 
but  that  money  was  quickly  eaten  up 
by  equipment  and  facilities,  leaving 
most  of  the  company's  employees 
working  without  a  salary.  Last  year 
McGill  connected  with  O'Connor  &. 
Associates,  a  Chicago-based  trading 
firm  that  was  recently  acquired  by 
Swiss  Bank.  "We're  not  saying  we 
think  it's  a  sure  thing,"  says  David 
Weinberger,  a  former  research  mathe- 
matician and  now  a  general  partner  at 
O'Connor.  "But  it's  a  cut  above  every- 


thing else  that's  out  there." 

O'Connor  has  put  up  about  $2.5 
million  to  keep  Prediction  Company 
going  while  it  develops  its  models.  In 
August,  the  firm  started  trading  rough- 
ly $1  million  of  O'Connor's  money  in 
currency  and  bonds  futures  markets.  If, 
after  two  years,  Prediction  Company 
can't  prove  that  it  can  do  better  than 
rolling  dice  when  it  comes  to  making 
these  trades,  O'Connor's  contract 
allows  it  to  more  or  less  walk  away. 

If,  on  the  other  hand,  Prediction 
Company  can  produce,  O'Connor  is 
prepared  to  put  up  money  for 
contracts  worth  hundreds  of 
times  the  cost  of  the  devel- 
opment model.  The  terms  of 
their  agreement  ensure  that 
Farmer  and  Packard  will  get 
rich  only  by  increasing  the 
wealth  of  their  backers. 
Right  now,  though,  the  idea 
of  trading  large  sums  makes 
them  nervous.  "The  thought 
of  losing  even  a  few  milHon 
dollars  scares  me,"  says 
Farmer.  "I  don't  think  I've 
ever  put  a  nickel  into  a  slot 
machine."  (He  regards  his 
roulette  experience  as  a  con- 
trolled experiment,  not  gambling.) 

They  have  good  reason  to  be  appre- 
hensive. Currency  markets,  Uke  most 
financial  markets,  are  affected  by  hun- 
dreds, perhaps  thousands,  of  variables. 
These  range  from  interest  rate  fluctua- 
tions to  gold  prices  to  trading  volumes 
to  the  day  of  the  week.  But  the  analysis 
tools  that  Farmer  and  Packard  have 
developed  work  well  only  with  sys- 
tems that  have  a  handful  of  variables. 
Beyond  that,  the  math  becomes  hope- 
lessly convoluted.  Their  goal,  then,  is 
to  isolate  a  small  number  of  variables 
that  will  help  them  better  predict  mar- 
ket movements  regardless  of  what  the 
mass  of  other  variables  is  doing. 

That's  where  the  computers  come 
in,  about  150  MIPS  (millions  of  instruc- 
tions per  second)  worth,  counting  Pre- 
diction Company's  12  Sun  worksta- 
tions and  the  10  or  so  Suns  at  O'Con- 
nor that  the  company  can  access  over 
phone  Imes.  Some  of  the  Suns  spend 
all  day  and  night  churning  through 
long,  ugly  mathematical  equations. 
The  idea  is  to  turn  masses  of  seeming- 


ly unrelated  data  into  what  are  essei 
tially  abstract  six-  or  higher-dimensioi 
al  versions  of  spreadsheets.  Results  ai 
then  pored  over  by  other  Suns  th; 
serve  as  modeling  tools.  The  compu 
ers  may  notice,  for  example,  that  tl: 
short-term  movement  of  the  ye 
seems  vaguely  correlated  with  the  tra( 
ing  volume  of  the  dollar  and  drops  i 
the  German  interest  rate. 

Even  if  the  computers  can  find  sue 
pattems,  they  are  Hkely  to  yield  som* 
thing  more  along  the  lines  of  hini 
than  firm  predictions.  But  that  may 


more  than  enough,  insists  Farmeij 
especially  if  they're  clever  about  maul 
aging  the  risks  of  each  trade.  "If  yoil 
have  a  nine-percent  chance  of  a  gain 
and  a  10-percent  chance  of  a  loss,"  h< 
explains,  "but  the  potential  gain  i( 
higher  than  the  potential  loss,  you  can 
do  quite  well." 

The  Prediction  Company  computi 
ers  developed  their  first  predictions  lasi 
year,  after  studying  daily  movement 
of  the  currency  markets  from  the  firsi 
half  of  the  1980s,  and  then  testing  tW 
resulting  models  on  data  from  the  secj 
ond  half  of  the  decade.  At  the  end  oi 
last  year  the  company  took  its  systems 
for  a  pilot  run,  executing  modest  trades 
based  on  the  computers'  recommendaj 
tions.  And?  "Let's  just  say  we  learned  a 
lot,"  says  Farmer. 

One  thing  they  learned  was  thai 
transaction  costs — the  overhead  of  exc' 
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uting  trades — can  eat  up  profit.  To  cut 
uch  costs,  the  company  is  building 
irect  feeds  to  exchanges  so  it  can  trade 
lore  efficiently.  More  importantly, 
armer  and  Packard  are  converting 
leir  systems  to  find  patterns  not 
lerely  in  day-to-day  market  move- 
lent  but  on  many  scales,  from  five 
linutes  to  many  days.  Complex  adap- 
ve  systems,  explains  Farmer,  are 
jmetimes  more  predictable  on  shorter 
me  scales.  Besides,  he  adds,  "If  the 
'larket  crashes  in  the  middle  of  the 
ay,  we  don't  v^^ant  to  get  caught  with 
ur  pants  dovra." 

To  uncover  these  hourly  patterns, 
owever,  they  need  at  least  10  years' 
/orth  of  historical,  tick-by-tick  data, 
urprisrngly,  almost  none  of  the  thou- 
mds  of  currency  traders  that  watched 
le  stream  of  information  fly  by  their 
)inputer  screens  in  the  1980s  both- 
red  to  save  much  of  it.  Those  that  did 
ow  want  to  charge  more  than 
100,000  to  share  it.  One  obscure 
urich  trading  house,  called  Olsen  &i 
ssociates,  is  even  said  to  have  com- 
kte  data  for  the  1970s  on  computer 
ipe.  "They  know  they're  the  only 
ncs  that  have  it,  and  they  want  sever- 


al hundred  thousand  dollars  for  it," 
grouses  Packard.  Farmer  and  Packard 
plan  to  buy  data  for  at  least  the  1980s. 
They  also  can't  wait  to  get  their  hands 
on  more  processing  power,  noting  that 
up  to  a  certain  point,  the  quaUty  of  the 
predictions  will  rise  with  the  number 
of  MIPS  they  can  throw  at  the  models. 

A  lot  of  people  will  be  watching 
Prediction  Company.  A  number  of 
Wall  Street  finns,  including  Goldman 
Sachs  and  Kidder  Peabody,  are  said  to 
be  looking  into  starting  their  own  com- 
plex adaptive  system-based  trading 
operations.  Economists  arc  curious  too. 
Blake  LeBaron,  a  University  of  Wiscon- 
sin economics  professor  and  Santa  Fe 
Institute  economist  who  is  no  stranger 
to  complex  adaptive  systems — he  has 
programmed  an  artificial  stock  market 
into  his  computer,  complete  with 
traders  whose  risk  aversion  can  be 
adjusted  with  a  few  keystrokes — is 
cautiously  supportive  of  Farmer  and 
Packard's  efforts.  "They're  trying  to 
put  technical  analysis  on  a  much 
sounder  scientific  platform,"  he  says. 
"On  the  other  hand,  there  might  be  so 
much  noise  in  the  data  that  it  would 
take  them  100  years  to  learn  anything 


useful.  Even  then  they  might  not  learn 
a  lot." 

What  Farmer  and  Packard  would 
really  like  to  do,  though,  is  make 
enough  money  to  get  back  into  pure 
scientific  research  without  having  to 
worry  about  funding,  perhaps  in  five 
years.  They  insist  they're  not  entirely 
comfortable  in  the  world  of  high 
finance.  "It's  really  sort  of  a  shame  that 
so  many  smart  people  waste  their 
brainpower  on  this  sort  of  thing,"  says 
Farmer.  Packard,  clearing  his  throat, 
tries  this  one  out:  "Well,  it  could  do 
some  good,  hke  reducing  currency  fluc- 
tuations to  make  international  markets 
more  stable."  But  he  doesn't  sound 
convinced,  and  Farmer,  for  once,  lets 
his  associate's  comment  drop  without 
annotation. 

On  the  other  hand,  the  two  waffle 
on  the  question  of  whether  they  will 
definitely  leave  the  trading  business  if 
their  efforts  pay  off.  "I'm  not  sure  I 
could  just  walk  away  from  it,"  admits 
Farmer.  "Yeah,"  says  Packard,  "some 
of  the  projects  I  have  in  mind  are  large 
enough  to  soak  up  any  amount  of 
filthy  richness." 

Who  can  predict?  1® 


STOP!  DON'T  TRASH  YOUR  OLD  PC 

...Give  it  486  power  for  $199 


Get  a  486  Power  Kit^'^  and  get  faster 
Windows  and  instant  overall  perfornnance. 
And  get  it  now. 

m  UP  YOUR  25MHZ  386  BY  75% 
FOR  ONLY  $199;  YOUR  286  BY  UP  TO 
500%  FOR  ONLY  $329. 

Works  with  IBM,  Compaq,  Dell  or  any 
IBM  compatibles 
•  33  and  40  MHz  versions  available 
Clock  doubling  and  motherboards 
also  available 

EASY  TO  INSTALL. 

"It  took  longer  to  take 
the  cover  off  the  machine 
than  to  upgrade,"  says  jim 
Nardone.  All  software  appli- 
cations and  peripherals  are  fully  compatible. 

YOUR  486  POWER  KIF''  INCLUDES: 
Texas  Instruments™  486DLC  CPU 
Special  cache-activating  software 
Easy  installation  guide 
Chip  removal  tool 


1-800-345-2356 


ORDER  NOW  AND  GET  SPEEDKIF'' 
BY  HYPERWARE™  FREE! 

Get  even  more  speed  ^ 
with  the  disk-cache 
software  PC  WORLD 
says,  "dramatically 
improves  disk-access 
operations  for  both 
Windows  and 
DOS  programs. 

It  s  a  $49.95  value,  FREE. 

45-DAY  MONEY-BACK  GUARANTEE. 

So  don't  trash  your  PC.  Get  a  486  Power 
Kit^"^.  Satisfaction  guaranteed  or  you 
get  a  full  refund.  We  pay  for  return 
shipping.  Toll-free  technical  support  — 
real  people;  not  voice  mail.  5-year  full 
replacement  warranty.  Call  today  at 
r^K  1-800-345-2356  or 
fax:  (503)  585-4505 
  Response  Code:  A3PK3 

BUFFALO  IS  a  registered  trademark  of  Melco,  Inc.  486  Power  Kit  is  a 
trademark  of  Buffalo  PriKlucts,  Inc.  All  other  brnnds  and  product  names  are 
trademarks  or  registered  trademarks  of  their  respective  owners. 
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Here's  the  bottom  line 
on  Unisys  services. 

Your  bottom  line. 


The  bottom  line  for  any  customer 
■  e  bottom  line.  So  it  shouldn't  be 
•  ising  that  Unisys  Services  focus 

actly  that. 

vVhat's  surprising  is  how  few 
I  services  providers  do  the  same. 
,  all,  there's  only  one  reason  a 
mer  invests  in  technology.  Only 
^eason  to  call  on  a  services 
,ier.  Real-world  results. 
To  achieve  these  results,  you 
I  a  partner  who  not  only  under- 
Is  technology,  but  who  also 
'Stands  your  business.  Building 
cades  of  experience  serving  the 
ng,  airhne,  telecommunications 
[)ublic  sectors,  Unisys  is  com- 
d  to  a  bottom-line  test,  a  test 
ieparates  the  services  providers 


of  the  '90s  from  the  services  pre- 
tenders of  the  '90s:  unless  an  infor- 
mation systems  plan  is  designed  to 
serve  the  customer's  business  plan, 
it  amounts  to  little  more  than  tech- 
nology for  its  own  sake.  Supplying 
technology  is  not  the  object.  Applying 
technology  is. 

And  in  applying  technology,  it's 
essential  to  help  you  wring  full  value 
from  your  investment.  That's  why, 
in  today's  multi-vendor  computing 
environment,  our  systems  integration 
services  make  an  organization's 
many  systems  work  cost-effectively 

UNiSYS 

We  make  it  happen. 


together.  It's  why  our  consulting 
services  harness  technology  to  busi- 
ness goals,  and  not  the  other  way 
around.  It's  why  our  application 
development  process  helps  identify 
the  desired  cost-saving  and  revenue- 
generating  results  before  we  design 
the  applications  on  which  those 
results  will  depend.  It's  why  our 
education  services  teach  customers 
how  to  optimize  the  relationship 
between  people  and  technology  And 
it's  why  Unisys  outsourcing  enables 
customers  to  lower  costs  and  sharpen 
competitiveness. 

Call  us  at  1-800-874-8647, 
ext.  187.  Ask  how  Unisys  Services 
can  help  your  business.  It's  our 
bottom  line. 


By  Alice   La  Plants 
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Throw  those  fUp  charts, 
overhead  projectors  and 
typed  agendas  out  the 
conference  room 
window.  Networked  PCs 
are  bringing  high  tech  to 
the  meeting  room.  But  is 
corporate  America  ready 
for  the  onslaught^ 


IF  PEOPLE  ARE  to  achieve  some  degree  of  hap- 
piness in  their  work,  the  19th-century 
British  critic  John  Ruskin  wrote,  "they  must 
be  fit  for  it.  They  must  not  do  too  much  of  it. 
And  they  must  have  a  sense  of  success  in  it." 

All  of  which  points  to  the  dreaded  meeting 
as  the  toothache  of  corporate  life.  According  to 
a  study  by  the  University  of  Southern  Califor- 
nia, in  Los  Angeles: 

O  The  average  meeting  takes  place  in  the  com- 
pany conference  room  at  1 1  a.m.  and  lasts 
an  hour  and  30  minutes. 
O  It  is  attended  by  nine  people — two  man- 
agers, four  co-workers,  two  subordinates  and 
one  outsider — who  have  received  two-hour 
prior  notification. 
O  It  has  no  written  agenda,  and  its  purported 
purpose  is  completed  only  50  percent  of  the 
time. 

O  A  quarter  of  meeting  participants  complain 
they  waste  between  1 1  and  25  percent  of  the 
time  discussing  irrelevant  issues. 
O  A  full  third  of  them  feel  pressured  to  pub- 
Hcly  espouse  opinions  with  which  they  pri- 
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vately  disagree. 
O  Another  third  feel  they  have  mini- 
mal or  no  influence  on  the  discus- 
sion. 

O  Although  36  percent  of  meetings  re- 
sult in  a  "complete"  resolution  of 
the  topic  at  hand,  participants  con- 
sidered only  one  percent  of  those 
conclusions  to  be  particularly  "cre- 
ative." 

O  A  whopping  63  percent  of  meeting 
attendees  feel  that  underlying  issues 
outside  the  scope  of  the  official 
agenda  are  the  real  subjects  under 
discussion. 

O  Senior  executives  spend  53  percent 
of  their  time  in  meetings,  at  an  av- 
erage rate  of  $320  per  person  per 
hour. 

Happily,  help  is  on  the  way. 

"Electronic  Brainstoraiing" — 
Here's  How  It  Works 

A  new  type  of  software — labeled, 
awkwardly  enough,  GDSS,  for  group  de- 
cision support  system — promises  to 
change  all  of  this.  Here's  the  scenano: 
A  U-shaped  conference  table  contains 
between  12  and  20  "meeting  stations" 
made  up  of  PCs  or  Macintosh  comput- 
ers and  their  associated  pornt-and-chck 
devices  (such  as  mice)  or  drawing  tools 
(such  as  light  pens).  A  large — usually 
60-inch — color  monitor  is  located  at 
one  end  of  the  table  where  it  can  be 
easily  viewed  by  everyone  in  the  room. 
A  faciUtator  calls  the  meeting  to  order, 


and  instead  of  talking  (whispering, 
shouting),  participants  type  their  ideas, 
comments  or  reactions  on  their  key- 
boards. Their  input  appears  simultane- 
ously on  every  screen  in  the  room,  as 
well  as  on  the  monitor  at  the  head  of 
the  table.  Input  is  anonymous.  Every- 
one gets  a  chance  to  contribute.  No 
one  can  dominate  the  airspace — be- 
cause there  is  none.  With  everyone  typ- 
ing simultaneously,  it's  virtually 
impossible  for  someone  to  grab  the 
floor  and  hold  onto  it  to  the  dismay  of 
the  other  participants. 

Public  relations  giant  HiU  &  Knowl- 
ton  raves  about  the  results.  A  key  H&K 
client  had  suddenly  initiated  Chapter 
11  bankruptcy  proceedings;  the  client 
needed  to  spin  the  news  in  such  a  way 
that  the  stock  price  would  not  be  disas- 
trously affected  or  thousands  of  suppU- 
ers  and  distributors  frightened  off  until 

mmmmmmmmmmmmmmmmmmm 

Enthusiasts  of  GDSS 
like  to  express  their 
amazement  at  its 
tremendous  power  to 
disarm  meeting  blow- 
hards  and  bullies. 


the  reorganization  was  complete.  Timj 
ing  was  critical.  "This  was  an  urgenj 
situation.  We  were  under  a  very  tight 
deadline  to  come  up  with  a  plan,"  sayj 
Mayer  G.  Becker,  an  H&K  vice-presi 
dent.  Becker  had  seen  a  demo  of  Vi 
sionQuest,  a  GDSS  package  frorJ 
Innovative  Solutions  Inc.,  at  a  compun 
er  trade  show.  Becker  liked  what  h 
saw.  Last  November,  he  took  nine  o| 
his  account  team  colleagues  to  thi 
Chicago  offices  of  Lante  Corp.,  a  sys 
tems  design  firm  that  had  built  a  dedi 
cated  electronic  brainstorming  roon 
for  its  ovm  use. 

The  H&K  account  team  members 
sat  down  around  the  conference  tabl^ 
at  networked  PCs  and  began  typinj 
their  thoughts  into  the  system.  "With 
in  10  minutes,  we  had  47  excellen 
ideas,"  says  Becker.  "By  the  end  of  th( 
hour,  we  had  discussed  them,  voted  oii 
them,  ranked  them  in  order  of  priorit^j 
and  walked  out  with  printed  documen 
tation  in  hand." 

As  Hill  &  Knowlton  discovered 
GDSS  offers  myriad  benefits.  Persona] 
and  organizational  influence  go  out  thfl 
window.  One  person  can't  dominate 
this  type  of  meeting.  You  can't  raisi 
your  voice.  You  can't  stare  down  a 
underling  who  says  something  yo 
don't  like.  It's  no  wonder  that  mon 
ideas — and  more  surprising  concluj 
sions — can  be  generated  in  a  muc 
shorter  time.  Studies  show  that  com- 
puter-assisted meetings  substantially 
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To  build  the  country's  best 
educated  work  force,  you 
lave  to  start  at  the  beginning. 


f  you  want  to  compete  in  the  21st 
iitury,  you're  going  to  liave  to 
)w  the  language.  And  the  language 
n't  always  be  English. 
That's  why  the  public  school  system 

aiifax  County  olfers  language 
inersion  programs  in  Japanese, 
inish  and  French.  The  goal  is  to 
ke  students  fluent  by  junior  high, 
d  by  adulthood,  more  competi- 

in  world  trade. 

forward  thinking  programs  like 
se  are  why  the  tenth  largest 


public  school  system  in  the  nation  is 
also  one  of  the  nation's  best  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  of  ten 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifinalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 

^Please  send  me  more  iri/ormtilion  on  locaiing  my 
business  in  Fairfax  Counly. 

Name  


Title   

Company . 

Jddress  

City  

Zip  


Slate 


Phone 


I'aitfiLf  (jiunlY liconomii-  Derelopmenl  luthoiilr 

HMO  lioone  Houlminl,  Suite  -ISO.  I  imna  I  irfdnia  22tS2 

Teleplione  lOi-lW-OhOO.  Fajc  70}-l<9)-l269  i  n? 


airfax  County,  Wginia.  The  21st  Century  Is  Here. 


cut  dpwn  on  meeting  time,  according 
to  Virginia  Johnson,  director  of  human 
relations  at  3M  Co.  and  a  member  of 
the  3M  Management  Institute  in 
Austin.  She  adds  that  "many  major 
companies  are  in  the  experimental 
phase  of  using  these  technologies." 

Just  ask  Carl  DiPietro,  a  consultant 
specializing  in  computer-assisted  meet- 
ings who  first  introduced  the  idea  to 
the  Marriott  Corp.  in  1992  while  he 
was  vice-president  of  human  resources 
there.  He  claims  to  have  held  more 
than  5,000  electronically  enhanced 
meetings  with  more  than  100  different 
clients  since  starting  his  own  meeting 
consulting  firm  last  year  in  Bethesda, 
Md.  DiPietro  carries  with  him  to  cus- 
tomer sites  12  to  20  notebook  comput- 
ers equipped  with  Ethemet  networking 
packs,  a  more  powerful  "lunch  box" 
portable  to  act  as  a  Novell  LAN  server, 
and  VisionQuest  software.  Within  min- 
utes, he  is  able  to  transform  a  conven- 
tional conference  room  into  a  wired 
forum,  ready  to  untangle  deadlocked 
management  teams. 

How  to  Avoid  the  "Abilene 
Paradox"  and  the 
"Football  Phenomenon" 

One  of  the  strengths  of  meeting- 
ware  is  that  it  helps  organizations 
avoid  what  DiPietro  calls  the  "Abilene 
paradox."  "We've  aU  heard  this  type  of 
saga,"  he  says.  A  Texas  family  gathers 
one  Sunday  morning  to  decide  what  to 
do  for  the  day.  No  one  has  any  ideas — 
or  if  they  do,  they're  afraid  to  speak  up. 
"Finally,  the  patriarch  of  the  family 
suggests  going  to  Abilene — which  is 
100  miles  away — on  the  hottest  day  of 
a  Texas  summer.  Everyone  agrees,  with 
rehef,  and  they  take  a  long,  hot,  joyless 
trip  there  and  back."  At  the  end  of  the 
day  it  turns  out  that  no  one  wanted  to 
go  to  Abilene — not  even  the  person 
who  suggested  it.  "But  everyone  just 
fell  in  line  with  the  suggestion.  This 
happens  all  the  time.  We  make  deci- 
sions by  observing  other  people's  be- 
haviors rather  than  based  on  our  own 
ideas  or  behefs." 

Another  conference  room  scenario 
is  one  DiPietro  characterizes  as  the 
"football  phenomenon."  All  hell  breaks 
loose  during  the  last  five  minutes  of  a 
meeting,  and  grand  conclusions  are 


Products  and  Vendors 


CM/1  (V.1.0)  provides  a  graphical  "map"  to  meetings  that  combines  a  Windows- 
based  hypertext  interface  with  an  object-oriented  database  to  allow  groups  to 
collaborate  and  organize  ideas,  arguments  and  solutions  during  brainstorming 
sessions.  It  runs  on  Novell  NetWare  LANs  and  is  priced  starting  at  $1,500. 

Corporate  Memory  Systems  (512)  795-9999 

8920  Business  Park  Drive,  Suite  145,  Austin,  TX  78759 

GroupSytems  V  is  electronic  meeting  software  that  captures  anonymous  text- 
based  ideas  from  a  group  simultaneously  and  displays  the  results  in  a  shared- 
screen  environment.  Pricing  starts  at  $24,900  for  a  20-user  hcense,  and  the 
software  is  available  for  Novell,  Banyan,  Token  Ring,  Ethemet  and  TCP/IP  net- 
works. 

Ventana  (602)  325-8228 

1430  E.  Fort  Lowell  Road,  Suite  301,  Tucson,  AZ  85719 

OptionFinder  is  an  interactive  group  decision  support  system  that  allows 
each  meeting  participant  to  vote  using  a  numeric  keypad  attached  to  a  PC.  The 
program  collects,  calculates  and  graphically  displays  results  instantaneously.  It 
supports  as  many  as  250  simultaneous  users  and  is  available  in  both  wired  and 
wireless  versions.  Pricing  starts  at  $8,995. 

Option  Technologies  (612)  450-1700 

1275  KnoUwood  Lane,  Mendota  Heights,  MN  55118 

VisionQuest  is  electronic  meeting  support  software  that  allows  anonymous 
brainstorming,  voting,  allocation  and  documentation  of  meetings.  Licenses  are 
priced  from  $400  to  $30,000  and  up,  and  are  available  for  DOS,  Windows  and 
Notes  envirormients,  and  run  over  Novell,  3Com,  Banyan,  PC-LAN,  LAN  Man- 
ager, LANtastic  and  LAN  Server  networks. 

CoUaborative  Technologies  (512)  794-8858 

8920  Business  Park  Drive,  Suite  100,  Austin,  TX  78759 
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reached  that  bear  httle  resemblance  to 
the  discussions  of  the  preceding  three 
hours.  Worse  still  is  the  case  of  the  per- 
son who  volunteers  to  write  up  the 
minutes  of  the  meeting,  walks  off  with 
the  flip  chart  and  two  months  later 
sends  around  a  memo  that  reflects 
nothing  of  what  the  participants 
thought  occurred. 

Indeed,  anyone  who  has  used  a 
GDSS  generally  gets  around  to  express- 
ing amazement  at  its  tremendous 
power  to  disarm  the  "meeting  buUy." 

"With  the  anonymity,  the  ideas  be- 
come more  important  than  who  said 
them  or  how  they  were  said,"  says  Su- 
sanna Opper,  president  of  Susanna 
Opper  and  Associates,  a  New  York- 
based  consulting  firm  that  focuses  on 
groupware,  such  as  Lotus  Notes,  and 


meetingware,  such  as  VisionQuei 
"Someone  lower  down  in  an  organi^ 
tion,  who  might  not  be  as  respected  Ij 
cause  of  his  job  or  minority  status, 
because  she  is  a  woman,  is  someo] 
who  isn't  normally  listened  to.  Th 
technology  gives  them  a  voice." 

But  Is  It  for  You? 

All  of  this  sounds  good,  even  ten 
ic — so  what's  the  catch? 

For  one  thing,  it's  easy  for  this  ty 
of  technology  to  dismpt  or  even  doil 
nate  a  meeting.  Johnson,  of  3M's  Mei 
ing  Management  Institute,  warns  th 
"for  the  most  part,  this  technology 
well  ahead  of  the  acceptance  level 
the  average  meeting-goer." 

Walter  Parrish,  a  facilitator  I 
Tulsa,  Okla. -based  Texaco,  uses  Grou 
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/stems  V,  a  GDSS  from  Ventana  Corp., 
ucson,  Ariz.,  in  approximately  25  per- 
.■nt  of  the  meetings  he  coordinates. 
It  he  doesn't  recommend  it  for  short- 
conferences  involving  high-level  ex- 
;utives.  "When  people  aren't  very 
)mputer  literate — which  includes 
ime  of  upper  management — there's  a 
as  against  these  tools.  You  have  to 
;lit  for  it,"  he  says. 

For  this  reason,  some  consultants 
id  meeting  facilitators  prefer  to  by- 
iss  full-blown  GDSS  products  in  favor 
scaled-down  technologies.  Westing- 
3use  Electric  Corp.,  for  example, 
efers  a  simple  electronic  voting  key- 

1  id  for  its  ease  of  use  (see  Westing- 

i)use  case  study,  page  61). 

;i  Hudi  Cantrell,  an  information  tech- 

|)logy  manager  at  Hewlett  Packard 
3.,  has  noticed  that  extroverts  tend  to 
Lrop  out"  of  electronic  meetings  be- 
use  they  are  so  dismayed  with  their 

li  ability  to  use  their  strong  verbal 
:ills.  "You  tend  to  get  much  more 
put  from  shyer  people,  but  you  also 
se  others."  Cantrell  says  balanced  use 
these  tools  is  the  answer.  In  most 
^  meetings  where  GroupSystems  V  is 
ed  the  electronic  portion  represents 
tween  only  25  and  50  percent  of  the 
eeting,  she  says. 

Mark  Tebbe,  president  of  Lante 
lip.,  which  assisted  Hill  &  Knowl- 
n  with  its  initial  VisionQuest  ses- 
m,  agrees:  "The  best  meetings 
;  a  combination  of  the  two.  You 
e  these  tools  to  brainstorm  and 
ioritize  ideas,  then  you  discuss 
em  in  the  usual  way." 
Will  an  old-style  manager 

comfortable  with  this? 
'robably  not,"  says  Opper. 
Ve're  talking  about  leveling 
c  hierarchy,  and  that's  a  scary 
ing."  But  opening  up  a  meet- 
j;  m  this  way  doesn't  imply  that 
>enior  manager  is  going  to  opt  for 
mocratic  rule.  "People  simply  want 
eir  day  in  court.  They  can  under- 
md  if  the  decision-making  authority 
11  resides  elsewhere,"  says  DiPietro. 

In  the  brainstorming  session  Lante 
nducted  for  Hill  &  Knowkon,  partic- 
mts  used  VisionQuest's  voting  tools 
get  a  sense  of  how  the  group  ranked 
e  ideas  that  had  been  generated,  but 
the  end  the  results— and  final  deci- 


sionmaking authority — were  left  to  the 
three  managers  who  headed  the  ac- 
count. Old-fashioned  leadership  still 
counts,  in  other  words. 

Calculations,  Weightings 
and  Grunt  Work 

One  of  GDSS's  nicest  features  is  its 
voting  and  calculation  mechanism. 
DiPietro  can  ask  participants  to  priori- 
tize a  list  of  projects  using  a  scale  of, 
say,  one  tc  10.  "Or  I'll  say,  'You  have 
$1  milhon  in  your  budget;  allocate  the 
money  among  these  projects.'  The 
computer  does  all  the  calculations, 
weightings  and  grunt  work.  It  displays 
the  results  on  the  screen.  You  have  a 
clear  picture  of  what  everyone  thinks." 

Be  aware,  however,  that  people  will 
undoubtedly  find  ways  to  manipulate 
the  technology  to  suit  their  own  pur- 


poses. Lante's  Tebbe,  who  uses  Vision- 
Quest  or  GroupSystems  V  every  other 
week  with  his  10-member  manage- 
ment team,  reahzed  that  one  meeting 
participant — a  fast  typist — was  pretend- 
ing to  be  more  than  one  person  when 
he  vehemently  agreed  or  disagreed  with 
an  idea  being  discussed.  "He'd  type 
'Oh,  I  agree,'  and  then  'Ditto,  ditto'  or 


'What  a  great  idea'  all  in  quick  succes- 
sion, using  different  variations  of 
upper-case  and  lower-case  letters  and 
punctuation,"  recalls  Tebbe.  "He  tried 
to  make  it  seem  like  a  lot  of  people 
were  concurring,  but  it  was  just  him." 
How  did  Tebbe  discover  this  ploy? 
"The  person  sitting  next  to  him  got 
suspicious  and  began  watching  his 
screen,"  he  says. 

Meeting  experts  also  say  to  be  wary 
of  the  productivity  numbers  bandied 
about  by  meettngware  vendors.  Accord- 
ing to  Lisa  Neal,  a  senior  research  engi- 
neer with  Electronic  Data  Systems' 
Center  for  Advanced  Research,  Cam- 
bridge, Mass.,  a  lot  of  the  hype  sur- 
rounding computer-assisted  meetings  is 
meaningless.  "People  say,  'We  generated 
so  many  more  ideas  in  so  much  time, 
so  we  had  50  percent  time  savings.' 
That's  me^aningless  because  it  says  noth- 
ing about  the  quahty  of  those  ideas." 

Indeed,  it's  often  difficult  to  define  a 
successful  meeting,  says  Dave  Hoff- 
man, an  information  systems  program- 
mer who  works  in  organizational 
development  for  Texaco,  in  Houston, 
on  meeting  technologies.  Texaco  uses 
GroupSystems  V  and  in  the  last  two 
years  has  spent  approximately  $300,000 
to  build  a  room  for  electronically  facih- 
tated  meetings.  It's  equipped  with  a  U- 
shaped  table  that  contains  embedded 
networked  PCs,  letting  participants  see 
each  other  and  their  personal  screens 
easily.  A  large  monitor  mounted  at  the 
front  of  the  room  also  displays  group 
output. 

"We'd  had  meetings  where 
people  walked  out  extremely  satis- 
fied, yet  they  hadn't  accomphshed 
anything,"  says  Hoffman.  "At 
other  times,  people  would  leave  a 
meeting  room  very  frustrated  and 
unhappy,  yet  in  my  opinion  they 
had  accomphshed  a  lot."  How  do  you 
initially  determine  a  solution's  quahty? 
Only  time  will  tell. 

Still,  EDS's  Neal  has  discovered  that 
people  place  more  value  on  the  result 
of  electronic  brainstorming.  She  asks 
participants  to  fill  out  questionnaires 
immediately  after  a  meeting,  and  then 
again  two  to  three  weeks  later.  When 
asked  why  they  are  more  satisfied,  re- 
spondents often  say  they  feel  they've 
moved  forward — even  if  they  haven't 
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accomplished  what  they  set  out  to. 
"But  something  happened,  even  if  it's 
just  identification  of  the  next  step," 
says  Neal. 

Last  words  of  advice?  When  experi- 
menting with  this  technology,  say 
Opper  and  others,  "forget  about  the 
demos  that  the  vendors  want  to  show 
you.  Take  a  real  business  problem  to 
one  of  these  electronic  meeting  rooms, 
bring  a  real  work  team  eager  to  discuss 
something  that  matters,  and  prepare  to 
be  amazed." 

Case  Study:  How  GE 
Rates  the  Boss — Safely 

A  year  ago,  Bob  Flynn's  boss  read  an 
article  about  electronic  brainstorming. 
Intrigued,  he  asked  Flynn,  information 
services  manager  at  General  Electric 
Co.'s  Capacitor  and  Power  Protection 
unit  in  Fort  Edward,  N.Y.,  to  investi- 
gate. Flynn  brought  in  VisionQuest  for 
a  three-month  trial  run. 

One  project  in  particular  had  loaded 
consequences.  At  the  direction  of  Joe 
McSweeney,  the  plant  general  manager, 
Flynn  divided  the  plant's  45  work  group 
leaders  into  six  groups  and  led  them 
through  a  no-holds-barred  evaluation  of 
the  plant's  management.  The  outline 
revealed  that  the  employees  viewed 
McSweeney  as  creative,  entrepreneurial 
and  "a  bureaucracy  basher,"  eager  to  re- 
move organizational  barriers  to  innova- 
tive and  good  ideas,  says  Flynn. 

On  the  downside,  it  emerged 
that  "people  felt  he  was  so  im- 
patient to  get  things 


Extroverts  tend  to 
"drop  out"  of 
electronic  meetings 
because  they  can't  use 
their  strong  verbal 
skills — and  often  can't 
type  fast  enough. 


done  that  he  interceded  in  a  decision 
that  should  have  been  theirs  to  make." 
A  week  after  the  electronic  ratings 
were  completed,  McSweeney  stood  be- 
fore his  management  team  and  re- 
sponded, point  by  point,  to  the 
comments.  "He  was  absolutely  sincere 
about  really  wanting  this  feedback," 
says  Flynn. 

McSweeney  and  other  GE  managers 
were  so  impressed  by  this  new  type  of 
software  that  they  made  VisionQuest  a 
standard  tool  for  many  important 
meetings  at  the  site.  "This  takes  the 

mechanics 
out  of 


arriving  at  a  consensus,"  says  Flynr 
"We  don't  need  flip  charts,  we  don' 
need  tape  recorders,  we  don't  nee 
someone  writing  down  their  version  c 
what's  happening." 

However,  VisionQuest  is  not 
panacea  for  every  meeting,  says  Flynr 
"We  have  one  guy — a  very  strong  pel 
sonaUty — who  tends  to  dominate  tradj 
tional  meetings.  Because  he  can't  di 
that  using  VisionQuest,  he  isn't  terri 
bly  inclined  to  participate  or  use  thi 
tool."  Instead  of  typing  his  comment 
on  the  keyboard,  Flynn  says,  the  back 
shder  calls  things  out,  starts  a  discus 
sion,  changes  the  topic  and  lead 
everyone  down  a  different  path.  Hov 
should  facilitators  respond  when  con 
fronted  with  this  type  of  behavior?  "Le 
it  gO;  then  eventually  steer  people  bad 
to  the  matter  at  hand,"  he  says — espe 
cially  when,  as  is  the  case  with  this  ex 
ample,  the  person  happens  to  be  ; 
valuable  and  active  contributor.  Witl 
people  like  this,  "you  have  to  be  flexi 
ble  until  they  become  more  comfort 
able  with  the  tool,"  says  Flynn. 

Case  Study:  How  Hewitt 
Associates  Balances  Decisions 
between  Opposing  Interests 

Today,  discussions  of  benefit  pack 
ages  often  require  the  input  of  the  CEO 
CFO  and  other  senior  executives.  Sur 
prised  at  the  upper-level  involvement 
Don't  be.  "After  capital  expenditurei 
and  direct  pay,  benefits  are  the  largest 
single  expense  many  employer.' 

have,"  says  Jacl 
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Let  s  assume  your  ATM  network  handles 


'IME  V/VEEJ^^^'^'  thing  limiti 


ons  in  , 


lumber  of  transac 


ions  you  can  handle  is  the  peak  capacity  of  your  computer  system.  If  slow  trar 


imes  are  causing  long  lines  during  peak  hours  you  could  be  losing  up  to 


350,00aTRANSACTI0NS  -  ^  ^ 

To  speed  up  the  average  transaction  time  and  improve  customer  satisfaction, 
nil  on  EMGs  disk  storage  solutions.  They  albw  rminfrarne  and  midrange  computer 
y stems  to  dramatically  increase  performmwe  without  costly  CPU  upgrades.  Let  s 
ay  you  realize  a  25%  performeince  gain.  And  those  350,000  transactions  dont 
to  the  competiLion.  At' $.75  per  transaction,  youd  realize  a  revenue  increase  of 


262,500  eaeh  week,  lliafs  (wer  $13.6  IVItLLION 


a  year. 


'iee  hoxu  we  can  help  you  handle  m^re  peak  performance 
ransaeHms  by  railing  1-800-424-EMC2,  extensipn  GM319E,^ 
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See  Your 
Customers  As 
IndKidualSjAnd 
You  Could  See 
A 15%  Increase 
In  Revenues. 


No  One  Offers  Better  Ways 


You  can  never  know  too  much  about  your 
customers.  And  with  conventional  mainframe 
systems  you  won't.  Only 
AIKT/NCR  can  give  you 
the  processing  power  to 
extract  individual  cus- 
tomer profiles  from  the 
detail  data  that  already 
exists  in  your  enterprise. 
And  the  servers  and  net- 
working power  to  move 
that  information 
wherever  it's  needed. 


^^The  ability  to 
manipulate  lar/^  databases, 

analyze  data,  and  f(et 
informatim  out  quickly  to  the 
pcopk'  who  need  il  /jiirs  us  a 
uu  tuber  oj  adt  xu  it  ages. 
We  gain  hcllcr  iusigfit 
on  how  to  manage  the 
Railroad,  save  money 
because  we  are  better 
able  to  deploy  assets, 
and  ultimately  improve 
( Nslouicr  service.  55 

Joyce  Wrenn, 
Chief  Information  Officer. 
Union  Pacific  Railroad 


Better  Knowledge  Of  Your 
Customers  Can  Mean  A  Better 
Bottom  Line. 

We  can  help  you  understand  not  only  who 
your  customers  are  and  what  they  are  doing,  but 
what  they're  most  likely  to  do  next.  So  you  can 
create  specific  marketing  programs  for  each  cus- 
tomer segment.  Better  sell  and  service  existing 
customers.  And  develop  new  ones. 

That  can  mean  higher  customer  satisfaction 
and  a  better  bottom  line.  In  fact,  our  customers 
report  revenue  increases  of  as  much  as  15%. 


y  *  A *A*A*  *****  ^ 

A*  *  *  *  *  *  *******: 

^A*A*it*  ******* 

A*jA«Bli.*  *****: 
t*,*£aW^R  *  *  *  *  *  ^ 

^AjQnMIt  ^  ^  ^  ^  ^ : 

^***^bv  ydf*^ 

t  Closer  To  Your  Customers. 


New  Levels  Of  Power  From  A  New 
Kind  Of  Information  Company. 

No  other  company  in  the  world  offers  so  many 
solutions  for  capturing  data  and  turning 
it  into  actionable  information.  From 
mobile  PCs,  through  the  world's  broadest, 
most  powerful  tamily  of  midrange 
servers,  to  massively-parallel  processors. 
And  no  other  company  can  match  our  global 
expertise  in  communications  and  networking. 
Once  the  information  is  generated,  we  can  help 
you  move  it  anywhere  in  the  world,  fast. 


To  get  to  know  your  customers  better, 
phone  1 800  CALL-NCR  today  We  can  help  you 
implement  the  breakthrough  applications  that 
will  help  you  thrive  in  the  tUture. 


ATsT 

N 

An  AT&T  Company 

NCR  is  the  name  and  mark  of  NCR  Corporalion  XIST  and  the  Aisr  globe  design  are  registered  service  marks 
and  trademarks  of  American  Telephone  and  Telegraph  Company.  Intel  and  the  Inle!  Inside  Logo  are  registered 
trademarks  of  Intel  Corporalion  ©  1993  NCR  Corporalion, 


No  One  Offers  Better  Ways  To  Use  The  Ci 


Improving  customer  service  can  be  the  biggest 
challenge  facing  your  enterprise  today.  It's  a  task 
requiring  information  at 
a  level  of  detail  that  con-  ' 

production  svstviiis  arc 

ventional  information  cionwms.  imi  tiwy 

systems  can't  effectively  (iiisuvr  -winii's  iite 

T-i.    J  i  -I  J  *  !iv)i(l  of  vonr  (lal(i>' 

process.  The  detail  data 

Ihv  (iiisnvj  s  !(vrc  liicn: 

already  exists  in  your  imi  wc  couuin '/  ^fi 

enterprise.  We  can  help  " 
you  turn  it  into  timely         ExccurS!!"";  and  ,w. 

Comniunilv  Mutual 

usefijl  information. 


The  Better  You  Know  Your  Customers 
TtiE  Better  You  Can  Serve  T^em. 

The  unprecedented  power  of  our  massively 
parallel  systems  and  global  networking  lets  you 
extract  the  information  you  need  from 
the  data  you  have  and  move  it  to  the 
people  who  can  use  it.  This  will  help  you 
understand  and  respond  to  your  customers 
needs  in  ways  never  before  possible.  By  analyzing 
customer  data,  you  can  anticipate  customer  needs] 
and  satisfy  them  before  your  competitors  do.  Youd 


Information  Your  Enterprise  Already  Has. 


'\  cn  reinvent  your  organization's  customer  contact 
or  greater  efficiency  and  return. 

3ETTER  Ways  To  Get,  Move,  And 
iJsE  Information. 

No  other  company  in  the  world  offers  so  many 
olutions  for  capturing  data  and  turning  it  into 
iclionable  information.  From  mobile  PCs,  through 
he  world's  broadest,  most  powerful  family  of  mid- 
ange  servers,  to  massively-parallel  processors. 

And  no  other  company  can  match  our  global 
xpertise  in  communications  and  networking. 


Once  the  information  is  generated,  we  can  help  you 
move  it  anywhere  in  the  world,  fast. 

To  improve  your  customer  service,  phone 
1 800  CALL-NCR.  We  can  help  you  unlock  the 
secrets  of  a  more  profitable  future. 


ATS.T 


N  c:  R 


An  AT&T  Company 


NCR  is  ihe  name  and  mark  of  NCR  Corporation  KSSS  and  ihc  AKl  Riobc  desiRn  arc  repislered  service  marks 
and  irademarltsof  American  Telephone  and  Felegraph  ( ompany  Inieland  Ihe  Inltl  Inside  Logo  are  registered 
lrademark>  of  Intel  (  orporalion  ©  1993  NCR  Corporation 
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Profile  of  a  Facilitator 


UNm  A  YEAR-AND-A-HALF  AGO,  Walter  Pamsh  was  a  technical  trainer  for  Tulsa, 
Okla. -based  Texaco.  Intrigued  by  the  activities  of  a  newly  formed  department 
within  Texaco's  business  services  consulting  group — created  to  help  make  Tex- 
aco meetings  more  productive — Parrish  made  a  career  jump.  Now,  as  one  of 
nine  facilitators  spread  among  Texaco's  U.S.  operations,  Parrish  travels  from 
site  to  site,  helping  executives  and  line  workers  conduct  more  effective  meet- 
ings. Here's  his  accumulated  wisdom. 

Cultivate  tiic  ability  to  "read"  the  room  during  a  brainstorming  session. 
"You  need  to  allow  participants  enough  time  so  that  they  feel  they've  ex- 
pressed their  ideas,  but  not  so  much  time  that  they  are  grasping  for  things  to 
type,"  says  Parrish.  If  the  suggestions  and  ideas  start  sounding  frivolous  or  silly, 
"it's  probably  gone  on  too  long." 

Carefully  define  all  questions  or  issues  to  be  discussed,  and  set  time  lim- 
its on  brainstorming  sessions.  Otherwise,  you'll  end  up  with  more  information 
than  the  group  can  reasonably  process. 

Don't  go  overboard  on  the  technology.  "When  you  first  get  this  tool, 
there's  a  tendency  to  overuse  it  because  it  can  be  very  productive  and  exciting," 
says  Parrish.  "But  there  are  times  you  want  to  step  away  from  it.  Have  a  tradi- 
tional discussion,  do  some  role  playing  or  perform  some  other  exercise  that 
doesn't  involve  the  keyboard." 

Give  participants  lots  of  breaks  and  time  off.  They're  working  harder 
than  in  traditional  meetings,  so  they'U  become  exhausted  if  you  push  too  hard. 

Smoke  out  hidden  agendas.  Try  to  get  all  ideas  on  the  table  so  that  every- 
one feels  a  decision  has  been  reached  in  an  unbiased  manner. 

Be  alert  to  hostility.  "Electronic  tools  allow  people  to  put  out  a  lot  of  infor- 
mation very  quickly,  and  things  can  heat  up,"  says  Parrish.  "You  need  to  be 
able  to  defuse  such  situations  and  slow  dovm  the  pace,  perhaps  do  some  team- 
building  exercises.  Always  make  it  clear  that  even  if  people  have  opposing 
viewpoints,  there's  room  for  everyone  to  be  heard." 


Bruner,  flexibility  compensation  prac- 
tice leader  for  Hewitt  Associates,  an  in- 
ternational firm  of  consultants  and 
actuaries  specializing  in  employee  ben- 
efrt  and  compensation  programs. 

Getting  top  managers  in  a  room  ne- 
cessitates that  complex  negotiations  be 
conducted  quickly.  "We  need  to  be  as 
efficient  as  possible,"  says  Bruner,  who 
uses  VisionQuest  to  facihtate  meetings 
with  chents.  "This  tool  allows  them  to 
dump  all  of  thefr  best  ideas  with  amaz- 
ing quickness,  take  a  preliminary  vote, 
then  discuss  the  top  10  of  those  50 
ideas  before  coming  to  a  consensus." 

Founded  in  1940,  the  $357  million 
Lincokishfre,  lU.-based  Hewitt  employs 
more  than  3,500  associates  in  60  offices 
worldwide,  and  has  provided  benefits 
consulting  services  to  75  percent  of 


America's  largest  companies.  About 
half  of  the  chents  work  with  electronic 
brainstorming  tools  like  VisionQuest. 

The  ffrst  time  Bruner  used  Vision- 
Quest  was  with  client  Kraft  General 
Foods  to  help  brainstorm  ideas  for  a 
new  employee  benefits  program  that 
would  later  be  presented  to  Kraft's  se- 
nior managers.  Bruner  sat  the  12  mid- 
dle managers  down  in  front  of 
networked  PCs  in  the  Hewitt  Vision- 
Quest  conference  room,  and  within  an 
hour  they  had  come  up  with  "some 
very  different  answers  than  if  we  had 
simply  talked  about  possible  benefits 
programs,"  he  recalls. 

The  tool  helped  "free  up  the  think- 
ing," Bruner  says.  Instead  of  talking 
about  medical  insurance  carriers  or  re- 
tfrement  plans,  "we  heard  things  hke. 


'I'd  hke  to  be  able  to  send  my  kids  t 
college,  buy  a  house,  get  my  finance 
under  control,  improve  my  health.' 
Once  these  ideas  were  on  the  tabh 
Bruner's  staff  was  able  to  guide  th 
meeting  participants  to  the  next  step-| 
dividing  company  resources  amoni 
benefits  programs  structured  aroun 
those  needs. 

You  could  do  this  in  the  traditioru 
way,  says  Bruner,  but  he  beheves  tha 
the  anonymity  allows  for  a  more  oper 
ended  and  creative  discussion.  He  re 
calls  doing  this  same  sort  c 
brainstorming  exercise  manually  wit: 
another  client:  When  it  came  time  t 
vote  on  the  ideas  raised,  no  one  wa 
willing  to  commit,  says  Bruner.  "N 
one,"  he  reiterates.  "I  asked  them  whg 
the  problem  was."  It  turned  out  tha 
the  manager  of  the  group — a  vice-presl 
dent — had  lefr  the  room  for  a  momeni 
and  no  one  wanted  to  vote  before  ur 
derstanding  how  the  manager  felt  ahow 
the  issues.  "It's  really  true:  The  anon| 
mous  format  makes  people  feel  freer  til 
say  what  they  think,"  says  Bruner. 

Hewitt  has  been  so  impressed  witi 
the  results  that  it's  put  VisionQuest  o|| 
the  enterprise  network  that  conneclj 
its  IBM  and  Amdahl  mainframes  witj 
LANs  in  a  wide  area  network  of  30-od 
regional  offices  throughout  the  Unite 
States.  The  VisionQuest  file  server  r( 
sides  in  Lincolnshfre,  and  any  region; 
office  can  log  onto  the  server  and  usi 
the  software  remotely. 

Hewitt  has  used  the  technology  i 
two  vfrtual  meetings  to  date — that  i) 
meetings  in  which  participants  are  sei 
arated  by  time,  distance  or  both.  On 
such  virtual  meeting  was  held  by  1 
members  of  the  Hewitt  consultini 
team  to  define  contribution  recoro 
keeping.  According  to  Larry  Hebda,  1 
consultant  for  Hewitt,  the  participant 
logged  onto  VisionQuest  from  thefr  ii 
dividtaal  PCs  at  9  on  a  designated  mon 
ing,  and  discussed  and  voted  on  th 
agenda  items.  He  points  out  that  a 
though  that  meeting  was  considere 
highly  successful,  the  group  found 
necessary  to  hold  a  traditional  meetifl 
later  in  the  day  to  go  over  the  results  c 
the  electronic  discussion. 

Hewitt  had  to  learn  the  most  effed 
tive  way  to  use  this  technology.  Ac 
cording  to  Hebda,  it's  easy  to  g{ 
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Electronic  Brainstorming  Guide 


Do  use  a  meeting  facilitator  to  man- 
age the  process. 

Do  decide  upon  a  clear  "deliverable," 
or  goal,  for  the  meeting. 
Do  make  it  clear  who  has  ultimate 
decisionmaking  power  when  all  of 
the  input  has  been  collected. 
Do  vote  early  and  often,  and  use  the 
results  to  open  up  further  discussion. 
Do  be  prepared  to  change  gears  if 
something  isn't  working. 
Do  be  aware  when  things  aren't 
working. 

Do  turn  off  the  machines  and  talk 
for  at  least  50  percent  of  the  meeting 
time. 

Don't  use  GDSS  for  simple  informa- 
tion-sharing. 

Don't  assume  the  results  of  voting 
activities  are  statistically  vahd.  In- 
stead, use  them  to  probe  conflict- 
ing attitudes  and  opinions. 
I  Don't  call  a  meeting  unless 


you  have  a  firm  goal  in  mind. 
Don't  allow  brainstorming  sessions 
to  spin  out  of  control.  Take  charge  of 
both  the  time  allotted  and  the  scope 
of  the  discussion. 

Don't  use  GDSS  with  too  few  (less 
than  four)  or  too  many  (more  than 
20)  participants. 

Don't  impose  GDSS  on  nontechnical 
employees  without  allovdng  adequate 
"farruliarity"  time  and  exercises. 


'erloaded  with  too  many  ideas.  He  re- 
embers  one  early  VisionQuest  ses- 
on — before    he    understood  the 
nportance  of  carefully  directing  brain- 
arming  sessions — in  which  partici- 
nts  generated  100  ideas  in  less  than 
I  minutes.  It  was  overkill,  admits 
lebda,  "too  much  to  digest." 
Despite  the  usual  learning  ghtches, 
e  benefits  of  such  systems  far  out- 
imber  the  drawbacks,  says  Bruner. 
:  estimates  that  with  VisionQuest, 
>  staff  can  finish  a  consulting  project 
60  percent  of  the  time  it  would  take 


them 
with 
traditional 
methods. 
"When  you're  on  a  per-hour  basis,  that 
means  you  can  deliver  more  to  your 
clients  for  less.  And  you  can't  argue 
that  we're  getting  better  results." 

Case  Study:  How 
Westinghouse  Uses  Voting 
as  a  Discussion  Stimulant 

Jeff  Jury  remembers  getting  an  ur- 
gent call  from  the  head  of  a  $150  mil- 
lion manufacturing  division  of 
Westinghouse  Electric  Corp.  The  divi- 
sion had  reached  a  critical  jimcture  in 


its  12-year  history,  but  was  deadlocked 
in  its  attempts  to  formulate  a  new 
strategic  business  plan. 

Jury,  a  senior  consultant  at  the  Pro- 
ductivity and  Quahty  Center,  an  inter- 
nal management  consulting  group 
within  Westinghouse,  called  a  meeting 
of  the  division's  top  managers.  He  took 
his  386-based  laptop  out  of  his  brief- 
case, along  with  a  dozen  small  elec- 
tronic voting  keypads,  and  within 
minutes  had  distributed  one  of  the  de- 
vices to  every  executive  in  the  room. 
The  keypads  were  linked  via  thin  wire 
cables  to  his  laptop,  which  was  run- 
ning a  voting  appHcation  called  Option- 
Finder. 

Jury  began  probing  the  group's 
attitudes  by  asking  questions  about  the 
division's  fundamental  strategy.  Partici- 
pants answered  his  questions  by  press- 
ing the  keypads  in  front  of  them. 
Questions  included:  "Are  you  trying  to 
be  a  low-priced  competitor?  Differenti- 
ate on  value?  Serve  the  entire  market  or 
just  a  niche?"  Then  he  showed  the  ex- 
ecutives the  results,  displayed  in  full- 
color  graphs  on  an  overhead  projector. 
The  group  was  stunned  to  find  that 
"answers  were  scattered  across  the 
board,  with  absolutely  no  agreement  or 
consensus,"  says  Jury.  "Yet  if  I'd  asked 
them  this  question  vocally,  we  probably 
wouldn't  have  gotten  any  challenge." 

Calculation  is  instantaneous.  And 
results  are  displayed  graphically — not 
just  averages  but  distribution  of  votes 
as  well.  You  immediately  see  not  only 
which  issues  "won"  but  by  how 
much — and  whether  the  group  is  splin- 
tered. You  can  even  calculate  sub- 
groups of  agreement  and  disagreement 
according  to  preset  demographics  of  at- 
tendees. And  because  the  process  is 
truly  anonymous,  people  feel  freer  to 
vote  their  own  minds. 

Westinghouse  spent  just  $15,000  to 
equip  as  many  as  100  people  with  Op- 
tionFinder  keypads  and  software.  Usu- 
ally, however,  the  device  is  used  in 
much  smaller  meetings  of  between  15 
and  25  people.  "I'll  put  a  hst  on  a  fhp 
chart  of  10  or  15  key  issues,  and  we'll 
prioritize  that  list  in  just  minutes," 
says  Jury.  @ 

Alice  LaPlante  wrote  about  teleconfer- 
encing in  the  Sept.  13  Forbes  ASAP. 
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By  David  Strom 


PCs  and  Macs — in  Harmony 

Most  small  business  managers  want  to  keep  the  peace  between  the  two  factions. 
Choosing  the  right  strategy  can  lead  to  productivity  gains,  but  it  isn't  easy  to  do. 


KEEPING  THE  PEACE  Unbiased  information  is  hard  to  obtain  from  Mac  or 
■  P&^igots,  but  office  harmony  requires  corhbining  products  from  both  sides. 


though  the  battle  between  the  Apple 
Icintosh  and  IBM-compatible  PCs 
|y  rage  well  into  the  next  century, 
1st  small  business  managers  want  to 
}p  the  peace  between  the  two  fac- 
is.  If  the  warfare  has  worn  you 
\,  don't  despair:  a  variety  of  prod- 


ucts make  it  easier  for  both  types  of 
computers  to  coexist. 

Picking  the  right  strategy,  however, 
isn't  easy.  Unbiased  information  is  hard 
to  obtain  from  either  Mac  or  PC  bigots, 
and  most  strategies  require  combining 
products  from  both  sides.  So  here's  a 


Ei 


guide  to  help  you  pick  the  proper  prod 
uct  and  promote  productive  computing 

First,  decide  whether  you  need  t( 
share  files,  printers  or  application; 
between  the  two  types  of  machines  anc 
who  in  your  company  has  to  shan 
them.  Then  consider  the  business  rea] 
sons  behind  your  decisions.  Do  yoi 
want  to  spread  the  cost  and  use  of  ai 
Apple  laser  printer  over  many  PC  users 
Do  you  want  to  eliminate  the  cost  o: 
retyping  a  document  on  a  PC  that  was 
originally  created  on  a  Mac? 

The  next  decision  involves  applica 
tions.  Do  you  use  mostly  purchased 
applications  or  do  you  need  to  builc 
your  ovm?  If  you  have  some  flexibilit> 
in  choosing  your  appUcations,  considei 
those  that  work  across  platforms,  sucli 
as  Microsoft's  Excel  spreadsheets, 
WordPerfect's  word  processing  pro 
grams,  Lotus'  cc:Mail  E-mail  software 
and  Claris'  FileMaker  Pro  databases 
With  these  and  other  apphcations  thai 
have  both  PC  and  Mac  versions,  you 
can  create  a  document  or  a  spreadsheet 
on  a  PC,  save  it  to  a  floppy  disk  and 
then  read  the  file  from  a  Mac  without 
having  to  do  anything  special.  The  file 
on  the  Mac  should  look  the  same  anc 
have  the  same  formatting  characteris- 
tics as  the  one  on  the  PC. 

If  you  need  to  build  your  own  appli- 
cations, such  as  sales-tracking  databas- 
es or  inventory  models,  that  have  tq 
work  on  both  PCs  and  Macs,  considei| 
products  such  as  Novell's  Visual  App- 
Builder,  Oracle's  Oracle  Card,  Bythe'sj 
Omnis  7  or  Brio's  Data  Prism.  All  ol 
these  products  come  in  versions  foi 
both  Windows  and  Macintosh,  andl 
allow  corporate  developers  to  write  one 
set  of  programs  that  can  run  on  both 
platforms. 

Finally,  as  you  think  about  network- 
ing your  PCs  and  Macs,  consider  your 
overall  computer  population  and  how  it| 
will  change  over  the  next  few  years.  Ifi 
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u  have  modest  needs  and  mostly 
v  end  Macintoshes  and  286-grade 
s,  you  inight  want  to  use  Coactive 
I  imputing  Corp.'s  Coactive  Connec- 
1  ($149  for  PCs,  $29  for  Macs).  TMs  is 
;  external  adapter  that  comes  in  two 
1  rsions:  one  that  connects  to  the  PC's 
'.  rallel  port  and  the  other  that  cen- 
ts to  the  Mac's  networking  port. 
<,  lactive  includes  software  that  allows 
!  )S  machines  to  share  files  with  each 
( ler  and  with  Macintoshes,  and  vice 
^  rsa.  It  uses  about  60  kilobytes  of 
i  M  on  DOS,  and  all  computers  can  be 
c'lnected  with  simple  telephone  snap- 
Ixords. 

I  ■  You  have  several  decision  points: 
nether  to  move  data  around  on  floppy 
(  ks  or  use  a  network,  how  to  inte- 

I  ite  your  printers  and  what  to  do 
i  Dut  building  cross-platform  applica- 
f  ns.  Let's  look  at  each  in  detail. 

MOVING  Data  on  Floppy  Disks 

If  you  want  to  move  files  back  and 
.  - forth  between  Macs  and  PCs  but 
(  n't  want  the  added  expense  of  con- 
rcting  everyone  to  a  network,  then 
iply  swap  floppies.  Most  Macs  these 
i  /s  have  SuperDrive  floppy  drives  and 
liilt-in  software  that  allow  the  transfer 
(!  files  back  and  forth  to  DOS-format- 

I I  3.5-tnch  floppy  disks.  The  process 
)•  somewhat  cumbersome,  however. 

A  better  solution  is  to  purchase  for 
'  ur  Macintosh  users  either  Dayna 
I  immunications  Inc.'s  DOS  Mounter 
'  IS  ($100)  or  Insignia  Solutions  Inc.'s 
,  cess  PC  software  ($165  to  $499, 
upending  on  options).  When  either 
induct  is  used  on  the  Mac,  any  DOS 
;k  inserted  into  the  Mac's  floppy 
ve  will  show  up  on  the  desktop,  and 
y'  Macintosh  apphcation  can  access 
;  DOS  files. 

Applications  such  as  WordPerfect, 
crosoft  Word  and  Excel,  and  Lotus 
-3  are  now  mostly  trilLngual  (avail- 
e  for  Windows,  DOS  and  Mac),  mak- 
the  job  easier.  "My  Mac  and  PC 
'sions  of  WordPerfect  translated  easi- 
whereas  other  products  required  sig- 
icant  work,"  says  Peter  Shulkin, 
ormation  systems  manager  at 
mens  Medical  Systems  in  Danvers, 
iss.  Says  Mike  Drickey  of  Lanham, 
l.-based  Hughes  STX:  "We  look  for 
ndows/Mac  twin  solutions  such  as 


Lotus  cc:Mail,  Aldus  Freehand  and 
Microsoft  Excel." 

These  solutions  aren't  effortless. 
Even  trilingual  apphcations  save  their 
files  in  different  formats  and  may  have 
different  sets  of  fonts,  features  and 
commands.  "Microsoft  Word  does  not 
use  the  same  file  format  for  Mac,  DOS 
or  Windows  products,"  says  LANSys- 
tems'  chief  technology  officer,  Leo 
Spiegel.  Drickey  agrees:  "Fonts,  for- 
mats, tables  and  graphics  are  all  prob- 
lems here."  Type  fonts  seem  to  present 
the  biggest  difficulty  for  users  who 
move  information  between  PCs  and 
Macs.  A  document  created  in  a  specific 
font  and  sent  to  a  user  who  doesn't 
have  the  original  font  wfll  lose  most,  if 
not  all,  of  the  original  document  for- 
matting. 

There  are  two  different  pedigrees  for 
fonts:  those  from  Adobe's  Type  Manag- 
er and  those  from  Microsoft  called 
TrueType.  "We  reduce  this  risk  by 


using  standardized  fonts  [TrueType]  in 
documents  that  we  anticipate  sending 
between  Macs  and  PCs,"  says  Jeffrey 
Canfield,  a  consultant  with  Manage- 
ment Information  Systems  in  Falls 
Church,  Va.  Others  agree  that  this 
strategy  of  sticking  to  one  vendor's 
fonts  is  best. 

After  you  have  chosen  software  for 
both  platforms,  you  should  keep  up 
with  the  latest  versions  from  your  ven- 
dor to  ensure  that  file  formats  are  as 
compatible  as  possible.  For  example, 
use  the  Windows  and  Mac  version  4.0 
of  Pagemaker.  "I  still  get  some  funny 
characters  that  show  up  in  Microsoft 
Word  documents  when  I  move  them 
from  the  Mac  to  the  PC,  but  I've  gotten 
so  used  to  cutting  them  out  that  I 
never  even  tried  to  find  the  cause. 


We've  had  better  luck  with  Excel,  as 
long  as  we've  had  aU  the  same  fonts," 
says  Rich  Bader,  president  of  Rich 
Bader  &.  Associates,  Beaverton,  Oreg. 

Even  naming  a  file  is  not  simple. 
DOS  is  rigid  in  its  file-naming  conven- 
tions. You  have  a  total  of  1 1  characters: 
THEFILE.TXT  is  an  example  of  a  typi- 
cal format.  The  Macintosh  allows  31- 
character  names  that  can  include 
spaces  and  upper-  and  lowercase  char- 
acters. So  if  you  save  Mac  files  that 
you  want  your  PC  brethren  to  be  able 
to  read,  make  sure  to  stick  to  the  DOS 
format  of  seven  characters,  a  period  and 
three  characters. 

If  you  are  really  trying  to  keep 
things  the  same  between  the  two  plat- 
forms, you  might  also  want  to  pur- 
chase the  same  monitors.  Several 
brands  of  what  are  called  multisync 
monitors  are  available,  but  the  best 
ones  are  those  sold  by  NEC  Technolo- 
gies Inc.  The  monitors  come  ready  to 


be  connected  to  a  PC's  VGA  video  port. 
With  the  addition  of  a  small  connector 
($5)  sold  by  NEC,  you  can  connect 
them  to  a  Mac  video  port  as  well. 

2 Moving  Data  by  Network 
If  some  portion  of  your  corpora- 
tion is  already  cabled  together, 
then  a  network  may  be  a  more  appro- 
priate solution  than  moving  floppies 
around.  There  are  two  basic  strategies 
for  networking  Macs  and  PCs:  creating 
peer-to-peer  networks  that  don't 
require  the  use  of  a  central  server  and 
creating  those  that  do. 

While  peer-to-peer  networks  are 
cheaper,  those  that  have  both  Macs  and 
PCs  as  cUents  and  servers  are  problem- 
atic. Coactive  Computing's  Coactive 
Connector,  mentioned  earlier,  connects 


Consider  the  business  reasons:  Do  you  want 
to  spread  the  cost  of  an  Apple  laser  printer 
over  many  PC  usersl  Do  you  want  to 
eliminate  the  cost  of  retyping  a  document  on 
a  PC  that  was  originally  created  on  a  Mad 
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both  together  but  does  not  support  Eth- 
ernet connections  or  more  than  31 
computers. 

For  PC  as  server  and  Mac  as  cUent, 
use  a  software  product  from  Miramar 
Systems  Inc.  called  Personal  Mac  LAN 
Connect  ($199  to  $1,995).  It  turns  your 
Windows  PC  into  an  AppleShare- 
equivalent  server,  so  that  Mac  users 
can  access  files  stored  on  the  connect- 
ed PCs. 

For  PC  as  client  and  Mac  as  server, 
you  will  need  to  purchase  Farallon's 
Timbuktu  for  Windows  ($199),  which 
works  the  other  way.  Timbuktu  con- 
tains an  AppleTalk  network  adapter  for 
PCs  and  software  that  allows  a  PC  to 
connect  to  any  Mac  server  and  share 
its  files  with  Macintoshes  connected 
via  LocalTalk  connectors,  which  Faral- 
lon  also  sells.  "Timbuktu  does  what  it 
says  it  will  do  rather  well,  even  over 
LocalTalk  cabling,"  says  Bader. 

If  you  have  more  than  10  machines, 
you  might  want  to  consider  a  central- 
server-based  network.  Novell's  Net- 
Ware, my  recommendation,  has  a  file 
server  that  runs  on  PCs  only,  but  you 
can  hook  up  both  PCs  and  Macs  as 
clients.  The  file  server  is  an  extra 
expense  and  hassle,  though,  when  com- 
pared with  the  peer  networks,  which 
leverage  existing  chent  machines. 

A  central  server  does  make  other 
appHcations  possible,  such  as  E-mail  or 
shared  modems  for  communications. 
Novell  has  products  for  Macs  and  PCs 
for  both  kinds  of  applications;  a  variety 
of  other  products  is  available  as  weU. 

3 Sharing  Printers  A  NetWare 
network  can  be  set  up  relatively 
easily  to  share  printers  between 
the  two  platforms,  provided  they  are 
able  to  taUc  PostScript.  You  connect  the 
printer  either  to  a  PC's  parallel  port  or 
directly  to  the  network,  and  with  the 
right  series  of  software  commands,  Mac 
and  PC  apphcations  can  send  print  jobs. 

If  you  don't  have  NetWare,  there  are 
several  other  solutions.  The  best  bet  is 
to  buy  a  printer  that  supports  Post- 
Script and  can  receive  print  jobs  on  two 
ports:  a  parallel  port  for  PCs  and  an 
AppleTalk  port  for  Macs.  Various  mod- 
els arc  sold  by  Hewlett  Packard  Co. 
and  other  companies.  These  printers 
determine  what  kind  of  print  job  is 


being  sent  to  them  and  switch  accord- 
ingly so  that  you  don't  end  up  with  a 
pile  of  paper  containing  useless  charac- 
ters. Make  sure  you  get  at  least  four 
megabytes  of  memory  to  handle  com- 
phcated  print  jobs,  and  that  your  print- 
er can  be  located  conveniently  near  the 
Macs  and  PCs  that  are  going  to  be  con- 
nected to  it.  Also  make  sure  that  both 
ports  can  be  connected  and  active  con- 
currently: some  of  the  older  printers 
had  lots  of  ports  but  couldn't  switch  on 
the  fly  among  them  without  a  cumber- 
some setup  procedure. 

If  your  printer  doesn't  have 
autoswitch  and  multiple  port  features, 
you  can  purchase  an  add-on  box  that 
does.  Extended  Systems  Inc.'s  Extend- 
Net  ($495  to  $995,  depending  on 
options)  is  one  example  of  this  kind  of 
product. 

4 Running  Applications  across 
Platforms  If  existing  packaged 
apphcations  meet  your  needs,  and 
these  apphcations  are  available  for  both 
Macs  and  PCs,  you  are  finished  making 
decisions  and  should  have  things  easy. 
But  what  about  the  situation  where 
you  need  to  run  apphcations  that  aren't 
available  on  both  platforms,  such  as 
Intel's  PC  fax  products  or  Borland's 
Quattro  spreadsheets  and  Paradox  data- 
bases? You  can  follow  one  or  more  of 
three  separate  strategies  to  get  over  this 
hurdle:  translate,  emulate  or  electroni- 
cally publish  a  document.  All  three 
involve  some  sort  of  compromise. 

For  the  first  strategy — to  translate 
the  file  format  into  something  usable — 
the  best  product  for  the  Mac  is 
DataViz's  MacLmkPlus  ($169).  This 
has  hundreds  of  translators  to  convert 
data  files  from,  say,  WordPerfect  on  the 
PC  to  Word  on  the  Mac.  The  software 
also  includes  Dayna's  DOS  Mounter. 
"This  software  usually  does  a  better  job 
than  the  built-in  file  conversion  fea- 
tures found  in  many  applications,  such 
as  Microsoft  Word  and  WordPerfect," 
says  LANSystems'  Spiegel. 

For  the  PC,  the  best  products  are 
Mastersoft's  Word  for  Word  or  Key- 
word, or  Inset  Systems'  Hijaak.  Howev- 
er, the  more  complex  the  translation, 
the  more  likely  you  will  lose  some 
information. 

A  second  strategy  is  to  run  an  emu- 


lator, so  that  PC  programs  can  woi 
inside  your  Macintosh.  Insignia  Soli 
tions  Inc.'s  SoftPC  ($499),  one  examp: 
of  this  type  of  product,  creates  a  DC] 
window  on  the  Mac  desktop.  Almo; 
any  PC  software  can  then  run  insic 
this  window,  and  objects  can  be  ci 
and  pasted  between  DOS  and  Ma 
applications.  However,  Spiegel  cai 
tions,  "SoftPC  is  so  slow  that  it  is  sui 
able  only  for  the  most  occasional  use 
Plus,  if  you  want  to  run  Windovr 
you'll  need  a  [Mac]  Quadra  or  Centr 
with  the  faster  68040  processors." 

Finally,  you  might  want  to  use  or 
of  the  new  technologies  that  allow  yq 
to  view,  but  not  modify,  the  image  q 
the  other  platform  without  the  need  t| 
have  the  software  that  created  the  oriJ 
inal  file. 

Three  products  that  can  move  doct 
ments  between  Macs  and  Windowi 
capable  PCs  are  available:  Adobe's  Acn 
bat  (prices  begin  at  $195),  Farallon 
Replica  ($99)  and  Common  Grounj 
from  No  Hands  Software  ($190).  Eac 
product  has  two  components:  a  creatcj 
apphcation  that  captures  and  distribute 
the  file,  and  a  viewer  apphcation  tb 
allows  anyone  to  see  the  file  but  nc 
make  any  changes. 

There  are  some  differences  amor 
the  three.  Acrobat's  reader  must  t 
purchased  separately  ($50),  Replica 
readers  are  free,  and  Common  Grouii 
provides  a  viewer  with  limited  fun( 
tionahty  (printing  and  reading  the  da 
ument,  but  not  searching)  for  frei 
Adobe  is  shipping  both  Mac  and  Wii 
dows  pieces  and  has  promised  DOS  an 
Solaris  versions  later  this  year.  SingJ 
platforms  are  available  for  the  othe 
vendors:  the  Mac  version  of  Commo 
Ground  and  the  Windows  version  ( 
Rephca.  Their  companion  products  wi 
be  available  by  year's  end. 

All  three  technologies  are  relative! 
new  and  limited  by  the  resolution  an 
size  of  your  monitor  screen.  "Peep! 
who  want  to  be  able  to  read  documem 
With  at  least  two-thirds  of  the  page  vi 
ible  at  one  time  will  have  to  buy  1" 
inch  [monitor]  screens,"  says  Dav 
Coursey  in  the  August  issue  of  indu: 
try  newsletter  P  C.  Letter.  i 

David  Strom's  last  article  for  Forbt 
ASAP  was  about  fax  servers. 
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Our  KEWGOVERHOR  MEANS  BlKINBS: 


Jim  Hunt  means  business.  When  he 
took  office  as  Governor,  he  pledged  to 
drastically  increase  the  number  of  busi- 
nesses that  move  to  and  expand  in  North 
Carolina.  That  means  even  better  financial 
incentives  for  you- from  increased  Jobs 
Creation  Tax  Credits  to  aggressive  financ- 
ing programs.  Whatever  your  needs, 
Governor  Hunt  will  work  with  you  to 
create  a  custom  designed  package  guar- 
anteed to  make  North  Carolina  the  perfect 
climate  for  your  business. 

And  that's  just  th  e  beginning.  There  are 
additional  incentives,  grants,  work  force 
screening,  training  and  tax  advantages  that 


have  helped  make  North  Carolina  one  of 
the  nations  top  PRO-BUSINESS,  PRO- 
JOBS  locations,  with  a  thriving  economy 
that  consistently  outpaces  the  nation. 

To  learn  more  about  the  bottom  line 
advantages  of  locating  in  North  Carolina, 
contact  David  W.  Sheehan,  Client  Services, 
State  of  North  Carolina  at  (919)  733-4977, 
fax  (919)  733-9265.  And  get  ready  to  profit 
from  a  state- and  a  Governor- that  means 


)usmess. 


^NorhiCmina 


TWWW9 


'  The  Better  Business  Climate.^ 


North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Division,  430  North  Salisbury  Street,  Raleigh,  North  Carolina  27611 
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WITH  A  C D ,  THE  SENSATION 

GROWLS,  SHAKES  and  SNARLS.  BuT 
WHERE  YOU  BUY  IT  WONT  SCARE  YOU. 


It  sliouUn't  surprise  you,  citltcr,  to  jind  CD-ROM  multimedia  computing  at  Radio  Shadi.  Because  we've 
always  hrou^U  tcchiology  down  to  earth  jor  your  family.  Tliis  time,  ivith  the  Ta}idy  Sensation.  This  IBM®  PC 
compatMe  does  things  you've  never  seai  a  personal  computer  do.  Like  teach  your  hds  in  stereo  scund,  with  pictures 
tlmt  )nove.  Provide  voice  mad  for  the  wliole  family.  Even  send  and  receive  faxes.  So  it's  >w  surprise  that  the 
Samtimi  received  BYTE  Magazine's  User's  Owia  Award.  But  tliah  taking  the  mystery  a»uJ  confusioyi  out 
of  consumer  electronics  is  what  Radio  Sliack  is  all  ahout.  Bring  your  family  to  sec  the  Sensation  today. 
At  a  place  where  the  latest  technology  migk  tremUe  and  roar,  hut  it  certainly  won't  hitc.  Radio  /haek 


BY  Rich   K  a  r  l  g  a  a  r  d      j  , 

■■BBp^BBBiBSIBSBi 

Nelson 


FRANK 

Erbrick 


me  enterprises  reiiUy  do  succccii  m 
aking  the  technology-management 
arriage  work. 

United  Parcel  Service,  headquar- 
cd  in  Atlanta,  is  one  of  these  success 
jries.  It  wasn't  always  that  way. 
mnded  in  1907  when  two  Seattle 
niagers  jumped  on  their  bicycles  and 
gan  dehvering  small  parcels  for  local 
partment  stores,  UPS  enjoyed  a  great 
'vantage  for  several  decades:  its  only 
mpetition  was  the  U.S.  Post  Office. 
Reality  struck  in  1973,  when  the 
rb  "Fed-Ex"  entered  the  American 


\-<)cuhuuiry — practically,  well,  over- 
night. Federal  Express  stretched  its 
lead  in  the  nascent  overnight  delivery 
business  in  1980  when  it  introduced 
real-time  tracking  and  tracing  of 
packages. 

The  UPS  responsel  Slow.  Not  until 
1982  did  the  venerable  dehvery  com- 
pany offer  overnight  service.  Not  until 
1986  did  UPS  even  begin  to  automate. 

Since  then,  UPS  has  gone  on  a  tear, 
spending  $2  billion  on  information 
technology,  boosting  its  IS  staff  from 
90  to  4,000,  and  this  year  putting  the 


lniishiii\;  touches  on  its  real-time 
tracking  system.  The  remade  company 
hasn't  stopped  there.  So  confident  has 
UPS  become  about  technology  that 
earher  this  year  it  embarked  on  an  al- 
most unthinkable  project:  the  estab- 
lishment of  its  own  global  wireless 
radio  network. 

Have  the  big  bets  on  technology 
paid  off}  Last  year  UPS  earned  $765 
million  on  sales  of  $16.5  billion,  the 
best  in  the  industry. 

Of  course,  restructming  a  company 
from  a  low-tech  to  high-tech  enviion- 
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problem  with  the 
IS  world  is  that  the 
attitude  is  not  good.  Guys  are  going  in 
saying,  I've  got  to  put  in  three  years,  make 
my  big  hit,  then  I  walk. 


s 


merit  involves  more  than  just  dollars 
and  EE  degrees.  No  one  knows  this  bet- 
ter than  Kent  "Oz"  Nelson,  the  UPS 
chief  executive,  and  Frank  Erbrick,  the 
senior  vice-president  of  information 
services.  Together,  the  two  UPS  lifers 
have  transformed  the  old  brown  com- 
pany into  a  technology  leader.  Surpris- 
ingly, neither  Oz  nor  Frank  is  a 
"bithead."  In  fact,  both  admit  they 
were  without  a  map  or  compass  when 
they  first  took  UPS  down  the  informa- 
tion technology  path  back  in  1986. 

What  an  odd  couple!  Management 
and  technology  as  personified  by  Oz, 
the  aw-shucks  Indianan,  and  Frank, 
the  blunt  Philadelphian.  Yet  somehow 
this  union  has  worked  miracles  for 
UPS.  The  following  interview  provides 
some  interesting  clues. 

ASAP:  What  is  the  secret  to  running  a 
successful  IS  department? 
FRANK:  I  gucss  if  thcrc's  any  secret,  it's 
in  setting  up  httle  projects  and  allow- 
ing people  to  fail. 
ASAP:  Easy  to  say,  hard  to  do. 
FRANK:  You  Can't  let  the  senior  people 
become  too  reactionary.  You  have  to 
give  junior  people  rope.  Let  me  tell  you 
a  story  of  how  we  got  into  PCs.  We  had 
a  kid  who  came  to  me  and  said  he 
could  do  away  with  the  minicomputers 
in  accounting.  I  said,  Mark,  you  keep 
thinking  Hke  that,  and  they're  going  to 
lock  you  up.  He  said,  No,  I'm  absolute- 
ly sure  I'm  right.  I  said.  Jeez,  kid,  go 
away,  go  try  it.  Well,  we  have  85  offices 


and  we  really  weren't  sure  it  was  going 
to  work,  but  it  certainly  was  worth 
spending  a  httle  money  to  pursue  it. 
ASAP:  How  do  you  screen  ideas? 
FRANK:  Most  stuff  gets  funneled  out  at 
the  function  and  user  level.  Usually  an 
idea  is  bad  because  it  doesn't  fit.  There 
aren't  many  people  who  come  up  with 
bad  ideas  as  such;  there  are  ideas  that 
don't  fit. 

ASAP:  Don't  fit  the  overall  strategy,  you 
mean? 

frank:  Yes,  sure,  or  they  cost  too 
much. 

ASAP:  How  much  money  does  UPS 
spend  on  IS  every  year? 
FRANK:  Officially,  $500  milhon.  That's 
as  much  as  Oz  knows  about! 
ASAP:  When  Oz  gave  you  the  opportuni- 
ty to  reengineer  UPS  around  informa- 
tion technology  in  1986,  were  you 
scared? 

FRANK:  Damn  right.  Not  only  was  I 
scared,  I  was  mad!  I  have  to  honestly 
say  that  I  wasn't  really  happy  about  it.  I 
had  worked  hard  at  my  trade — but  I'm 
no  bithead,  for  God's  sake.  All  of  a  sud- 
den, they  changed  my  train.  But  I'm  a 
UPS  guy  and  so  I've  got  to  pay  my  dues. 
I  mean,  the  company's  been  very  good 
to  me  and  that's  what  they  wanted  me 
to  do.  I  really  mean  that.  But  I  did  say 
to  Oz  one  day,  Consider  my  dues  paid! 
ASAP:  Why  do  you  suppose  so  many 
CIOs  bounce  around  from  company  to 
company? 

FRANK:  That  is  a  bad  thing.  I  get  the 
headhunters'  calls  all  the  time  and  they 


all  talk  about  going  to  work  for  anothc 
company,  and  they're  talking  bi 
money — really  big  bucks.  I  know  tw 
jobs  that  are  on  the  street  riglit  no; 
that  are  over  $750,000  a  year!  A  gu 
walks  into  the  job  and  says.  Look,  mai 
I'll  take  your  money;  I  know  I'm  nc 
going  to  last  more  than  three  years  an) 
way.  That's  a  bad  attitude.  I  think 
problem  with  the  IS  world  is  that  thj 
attitude  is  not  good.  Guys  are  going  i 
saying,  I've  got  to  put  in  three  years 
make  my  big  hit,  then  I  walk. 
ASAP:  How  can  companies  make  sm 
they're  recruiting  a  CIO  with  a  long 
term  view? 
frank:  They  have  to  decide  what  the 
want.  Oz  had  a  very  clear  vision  q 
what  he  wanted.  Then  they  have  to  b 
prepared  to  make  a  lot  of  mistakes. 
ASAP:  What  was  Oz's  vision? 
frank:  Hands  down,  Oz's  vision  is, 
want  customer  automation  and  I  wan 
large  data  capture  so  I  know  abou 
every  package  coming  into  this  busi 
ness.  He  knew  that  in  1985.  Some 
times  I  sit  back  and  think,  My  Goc 
Oz  is  not  very  patient  about  it;  he' 
pushy,  in  fact.  But  the  reality  was  h 
knew  what  he  wanted.  A  lot  of  thes 
CEOs  don't  know  what  they  wani 
They  let  their  CIO  get  caught  up  wit! 
the  technology. 
ASAP:  When  you  started  off  in  1985,  di( 
you  have  to  tear  apart  the  old  IS  depart 
ment,  such  as  it  was? 
frank:  Yes.  I  didn't  want  to.  We  ha( 
McKinsey  &  Co.  help  us  do  a  strateg 
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Being  a  UPSer  means  you 
er  packages  at  Christmas.  I 
» t  give  a  crap  if  you're  the 
■)  'M  programmer — delivery's 
I  msiness.  We're  not  here  to 
J  e  programs. 


ul  then  we  hired  Andersen  Consult- 
to  help  us  do  data  architecture 
ans.  I  really  intended,  at  the  time,  to 
y  to  build  from  within,  as  we  did 
.'crything  in  our  company.  I  spent 
idiit  six  months  resisting  going  out- 
dc  and  hiring  senior-level  people.  But 
was  just  spinning  my  wheels.  So  we 
id  to  go  out  and  get  ourselves  some 
L'avy  hitters — and  we  went  out  and 
)ught  them.  Then  we  had  to  make 
icm  UPSers. 

5AP:  Wliat  does  that  mean? 
^ank:  It  means  you  deHver  packages  at 
hristmas.  I  don't  give  a  crap  if  you're 
ic  hottest  programmer.  Why  the  hell 
uuldn't  you?  Delivery's  our  business, 
/e're  not  in  the  business  of  writing 
rograms;  programs  are  enablers.  About 
,000  of  my  people  go  out  each  year 
id  dehver  packages. 
SAP:  What  do  your  blue-chip  recruits 
iy  when  told  they  have  to  drive  a 
lick  at  Christmas? 

^ANK:  Oh,  well,  the  most  predictable 
■action  is.  You've  got  to  be  kidding! 
ino  Bergonzi  [vice-president  of  IS]  said, 
don't  beUeve  this!  I  had  him  sorting 
ickages  for  six  weeks — heh,  heh. 
(SAP:  You've  been  around  awhile.  What 
0  you  think  of  the  recent  trend  of 
■engineering? 

rank:  Migration  is  a  better  word. 
ook,  let's  suppose  five  of  us  sat  down 
ere  together  and  made  a  vision  to 
.^engineer  UPS.  I've  got  to  tell  you, 
lan,  It  will  be  a  hell  of  a  vision.  I 
lean,  we'll  be  shooting  information 


here  and  there,  and  it'll  be  in  a  slick 
package,  and  it'll  be  the  best  damn 
reengineering  vision  you  ever  saw!  And 
then  we'U  sit  back  and  say.  Okay,  how 
do  we  get  there  from  here?  Well,  that's 
your  job,  Frank,  for  God's  sake — I  gave 
you  the  vision!  That's  the  truth.  Who 
doesn't  have  a  great  vision?  We  don't 
disagree  on  vision.  The  hard  part  is 
when  they  say.  Let's  take  the  first 
step — Frank,  go  ahead! 
ASAP:  What's  the  secret  of  successful 
migration? 

FRANK:  The  whole  trick  is  to  make  it 
transparent.  My  job  is  to  keep  abreast 
of  technology,  to  be  a  close  follower, 
but  not  leading  edge.  Don't  do  any  pro- 
jects unless  you  get  appropriate  user 
support.  That  is  a  real  key.  At  UPS,  we 
set  up  a  steering  committee — real  key. 
Migration  takes  opinions  and  it  takes 
guts:  Do  I  want  to  be  out  in  front?  Do  I 
want  to  have  the  newest  technology? 
What  does  it  do  for  my  business?  How 
will  my  customers  benefit  by  virtue  of 
the  fact  that  I  have  a  better  technology? 

[Oz  Nelson  enters  the  room.] 
ASAP:  How  did  you  acquire  a  reputation 
as  a  CEO  with  an  expertise  in  IS? 
oz:  It  evolved.  I  came  into  a  meeting 
one  day  and  the  chairman  and  vice- 
chairman  said.  We've  got  a  new  assign- 
ment for  you,  and  I  said.  Fine,  what  is 
it?  They  said.  We'd  Uke  you  to  be  the 
CFO.  What?  I  looked  at  them  to  see  if 
they  were  kidding.  I'd  never  spent  a  day 
in  accounting  in  my  life.  I  found  out 


Oz:  We  had  smart 
people  who  had 
created  wonderful 

projects;  they  just  couldn't  do  them.  So 
we  took  the  projects  out.  And  oh,  you 
should  have  heard  the  screaming! 


they  weren't  kidding — they  were  dead- 
ly serious.  So  I  said,  I'll  give  it  a  try. 
Along  with  that  responsibility  came 
the  computer  operations.  My  entire  ca- 
reer had  been  spent  in  sales  and  cus- 
tomer service  and  marketing.  I  was 
frankly  snowed  in  the  finance  area — 
and  it  was  even  worse  in  computers.  So 
I  spent  the  first  year  working  seven 
days  a  week  about  12  to  13  hours  a  day, 
trying  to  get  up  to  speed. 
ASAP:  What  did  you  find? 
OZ:  What  I  found  out  was  that  the  fi- 
nancial area  was  in  pretty  good  shape. 
The  IS  area  was  a  different  story.  My 
predecessor  had  sat  on  his  pocketbook, 
underspending  dramatically  and  leav- 
ing all  sorts  of  money  on  the  table. 
ASAP:  In  what  areas? 

oz:  Marketing  things.  I  wanted  informa- 
tion, to  be  able  to  do  customer  analy- 
sis— things  hke  that.  The  IS  manager 
just  said.  No,  not  this  time  around,  I 
can't  do  it.  Man,  was  I  fmstrated! 
ASAP:  What  did  you  do  about  it? 
oz:  I  just  went  over  to  the  computer 
people  and  we  started  talldng.  The  fel- 
low running  IS  was  a  fine  guy,  an  IBM 
guy — every  piece  of  equipment  running 
was  IBM.  Every  time  I  asked  a  question, 
he  said  he  had  to  go  back  to  IBM  to  find 
the  answer.  I  figured  out  pretty  quicldy 
that  our  IS  guy  was  too  dependent  on 
one  company.  So  I  asked  Frank  to  come 
in  and  start  looking  around  the  IS  de- 
partment. Frank  started  rooting  around 
and  scared  the  other  guy  to  death. 
ASAP:  Frank  was  just  telling  us  how 
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•PS    i  N  T  E  R  V  I  E  W 

I. .  ^jwuv'UMM  lur.i  munm Baa—— 


Frank: 

Managers 
came  to 

realize  it  was  quid  pro  quo!  We 
bad  stumbled  upon  a  built-in 
discipline  [for  IS  spending]. 

thrilled  he  was  to  get  the  opportunity! 
oz:  Frank  would  have  preferred  to  do 
something  different,  but  I  never  let  him 
tell  me  that!  Frank  wound  up  climbing 
over  the  other  guy  and  proving  that 
there  was  a  better  way  to  do  things. 
ASAP:  How  did  you  get  the  ball  rolling? 
OZ:  Pretty  quickly  Frank  and  I  figured 
out  we  had  to  get  other  functions  to 
buy  into  this.  We  decided  to  get  the  top 
people  from  every  function  to  sit  on  a 
steering  committee  and  give  direction 
to  our  IS  group.  But  we  wouldn't  take 
the  number-one  person  from  every 
function;  we  decided  to  take  the  num- 
ber two. 

ASAP:  why  not  the  top  person? 
OZ:  Two  reasons.  One,  the  number-one 
person  in  some  cases  had  been  here  a 
long  time — maybe  they  had  rejected 
too  many  projects  in  the  past.  Two,  the 
number-two  person  in  a  lot  of  cases 
was  the  person  running  the  function — I 
mean  really  running  it,  being  out  there 
getting  their  hands  dirty,  talking  to 
people.  These  were  the  people  who 
were  influencing  the  broadest  number 
of  folks.  I  knew  if  I  had  them  sitting  on 
a  steering  committee  saying.  Yes,  this 
is  something  we  want  to  do,  they'd 
have  no  problem  selling  their  bosses, 
because  that's  who  they  were  working 
through.  The  rest  of  the  organization 
would  listen  to  them  because  they 
were  coordinating  everything. 
ASAP:  Are  you  saying  that  you  did  an 
end  run  around  the  number-one  per- 
son? 


oz:  Damn  right!  And  I  was  the  chair- 
man's right-hand  man,  which  every- 
body Icnew  at  that  point. 
ASAP:  Were  there  any  recalcitrant  func- 
tional leaders?  Did  you  have  to  ride 
herd? 

frank:  No,  what  happened  was  some  of 
them  jumped  on  the  bandwagon  really 
fast.  Business  development — they  were 
the  most  hungry  and  they  got  the  most 
function.  The  guys  who  were  a  httle 
slower  were  looking  around  and  saying. 
Well,  jeez,  if  business  development  is 
getting  all  the  resources....  They  came 
to  realize  it  was  quid  pro  quo!  We  had 
stumbled  upon  a  built-in  discipline. 
ASAP:  How  did  you  prioritize  the  pro- 
jects? 

OZ:  I  asked  the  steering  committee  to 
come  up  with  a  hst.  The  first  priority 
would  be  projects  that  got  the  IS  group 
up  to  speed  so  that  they  could  help  the 
functions.  That  took  preference  over 
everything  else.  It  meant  acquiring 
more  computers,  hiring  and  training 
people — all  those  kinds  of  things.  Sec- 
ond, we  said  we  would  do  things  im- 
portant for  service,  things  that  would 
enable  us  to  offer  services  or  improve 
services.  And  the  third  category  would 
be  things  that  save  us  money.  There 
were  only  three  categories,  and  we 
would  do  them  in  that  order. 
ASAP:  What  kind  of  payback  would 
you  usually  expect  from  a  technology 
project? 

OZ:  We  don't  do  anything  that  doesn't 
pay  back  in  about  two-and-a-half 


oz:  [End  run}]  Damn  ri^t!  il 
was  the  chairman's  right-h(M 
which  everybody  knew  at  tm 


years — three  years,  max. 
ASAP:  Were  there  any  surprises  in  th' 
way  function  leaders  reacted? 
oz:  From  the  outset,  even  if  a  projec 
was  cross-functional,  we  gave  the  ovei 
all  responsibility  for  it  to  one  grouj 
We  said.  When  you  come  here,  yoj 
have  to  be  able  to  sell  it,  you  have  t( 
research  it  and  prove  it,  and  you  hav| 
to  man  it.  We'll  give  you  the  technj 
cians  to  work  with  you  to  enable  it  ti 
happen,  but  it's  your  project  and  yoj 
have  to  bring  it  in.  And  if  any  of  thosi 
things  stop,  we  will  have  to  withdra\j 
the  project. 

ASAP:  Did  you  ever  have  to  make  goo 
on  your  threat? 

OZ:  You  bet.  We  had  smart  people  wh| 
had  great  appetites  and  created  wondei 
ful  projects  and  assigned  scads  of  pec 
pie  to  them,  but  in  the  end  they  jug 
couldn't  do  them.  So  we  took  the  proi 
ects  out.  And  oh,  you  should  hav 
heard  the  screaming!  Why  did  you  ki. 
the  project?  This  is  going  to  save  u 
tons  of  money.  Well,  we  said,  that' 
your  problem.  We  told  you  what  thi 
rules  were  and  you  didn't  dehver. 
ASAP:  Do  you  two  ever  disagree? 
OZ:  It's  been  known  to  happen!  He  ma 
come  up  with  something  and  want  C 
go  a  certain  way,  and  I'll  say,  Franl 
you've  really  got  to  get  someone  else  tl 
call  that  shot.  Work  with  them;  I  thini 
they're  going  to  feel  a  Uttle  differentl 
about  it.  We  go  back  and  forth  an 
work  it  out.  Frank  also  has  his  life  sa^ 
ings  in  this  company. 
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lAP:  Frank? 

■ANK:  There  have  been  times  when  I 
ought,  jeez,  Oz  is  impatient. 
;ap:  Tell  us  about  a  new  project  that 
rikes  us  as  grand  and  ambitious — 
)ur  wireless  network. 
rANK:  The  concern  was  that  we 
luldn't  wait  two  more  years  to  get 
al-time  tracking.  We  had  tracking  but 
.  was  next-day.  We  just  weren't  com- 
ting.  For  a  while  we  considered  an 
itside  radio  network.  But  I  was  afraid 
at  an  outsider  would  hold  us  captive, 
ne  of  the  young  engineers  we  talked 
iout  said,  I  think  cellular  is  an  option, 
.aid.  We're  going  to  lock  you  up  if  you 
:ep  talking  Hke  that. 
:  That's  Frank  for  you! 
■ANK:  But  I  said,  HeU,  put  a  project  to- 
I  ther  anyway,  kid.  We  looked  at  it  and 
became  very  real.  It  was  clear  to  us 
at  we  could  make  this  technology 
Drk  if  we  could  pull  together  a  con- 
rtium  of  cellular  companies  that 
:)uld  cover  the  U.S. 
AP:  That  was  a  big  if,  though. 
I  ANK:  It  was  a  big  if.  We  didn't  know 
■  )w  big  an  if  it  was,  so  we  went  to  the 
guys  and  said.  Here's  the  deal.  These 
£  the  conditions  for  you  to  play,  and 
hoever  steps  up  to  this,  we'll  make 
lu  the  general  partner.  We  estabhshed 
ur  general  partners — McCaw  Cellular 
^mmunications.  General  Telephone, 
icBell  and  Southwestern  Bell.  Collec- 
/ely,  we  gathered  55  others  tliat  satu- 
ted  the  U.S.  No  one  else  has  done  that 
t.  Many  are  trying. 


ASAP:  How  does  it  work? 
FRANK:  We're  able  to  do  it  with  a  burst 
of  calls.  Our  calls  are  only  four  seconds 
long — we're  only  allowed  on  four  sec- 
onds— so  we're  fitting  in  between  the 
telephone  calls.  The  cellular  networks 
are  moving  our  calls  in  "empty  space." 
ASAP:  What's  the  enabling  technology 
allowing  that  call? 

frank:  We  created  the  technology.  As  a 
matter  of  fact,  the  protocols  were  writ- 
ten by  a  subsidiary  in  Baltimore  called 
Roadnet  Technologies,  which  is  also 
part  of  our  general  group.  So  we  had  the 
subsidiary  in  Baltimore  working  with 
the  IS  people  on  the  communications. 
ASAP:  First,  you  had  to  convince  your 
cellular  partners  that  your  technology 
wasn't  going  to  screw  up  their  core 
business. 

frank:  Oh  yeah.  Well,,  tmth  be  told,  we 
did  in  fact  screw  up  a  few  things.  It's 
true.  We  put  a  couple  off  the  air! 
oz:  Hmm — no  comment. 
frank:  But  we  made  them  whole, 
right?  We  said,  Hey,  look,  we're  wTong, 
and  we're  going  to  make  it  right.  And 
we  paid  them  and  made  it  right.  One  of 
them  is  still  mad  at  us — but  he  just 
wants  to  be  mad  at  us.  We  made  some 
mistakes,  but  by  and  large  we  have 
49,000  vehicles  today  transmitting  15 
to  20  calls  a  day — ^we're  the  biggest  cel- 
lular user  in  the  world, 
oz:  In  searchmg  the  world  for  a  way  to 
do  this,  we  had  looked  at  things  you 
v/ouldn't  believe.  One  was  to  do  our 
own  radio  network,  which  we  weren't 


oz:  [Do  we  ever  disagree}] 
We  go  back  and  forth  and 
work  it  out. 

Frank:  There  have  been  times 
when  I  thought,  jeez, 
Oz  is  impatient. 


afraid  to  do.  But  then  we  looked  at  all 

the  damn  things  we  had  to  put  up  with 

to  do  it — satellites... 

frank:  Meteor  bursts. . . 

OZ:  Oh  yeah — meteor  burst  technology. 

I  was  convinced  that  was  going  to  work 

for  us  at  some  point. 

FRANK:  [laughs]  I  rcmembcr  that.  I  was 

walking  around  saying,  I'm  not  going 

to  do  this  anymore,  Oz!  You  gotta  find 

somebody  else. 

OZ:  That  was  the  worst  meeting  we 
ever  had,  when  we  came  out  with  this 
meteor  burst  technology.  The  worst 
part  of  it  is,  I  thought  it  might  work. 
ASAP:  Oz,  you're  not  a  fan  of  outsourc- 
ing. Why  not? 

OZ:  There  are  certain  things  that  I  think 
are  integral  to  the  business.  Informa- 
tion services  is  one  of  them.  This 
doesn't  mean  you  can't  farm  out  proj- 
ects. In  fact,  Frank  and  I  would  love  to 
have  about  40  percent  of  our  IS  projects 
farmed  out. 
ASAP:  Why  40  percent? 
OZ:  Because  it  gives  you  flexibility. 
Everything  you  build  tn-house  is  there 
forever.  You  can  do  some  things  and 
expand  rapidly  and  contract  rapidly — 
and  keep  your  own  people  working  on 
the  really  critical  things.  Plus  the  fact 
that  you  have  a  fiame  of  reference  on 
your  own  costs  versus  other  people's 
costs.  There  are  a  lot  of  reasons. 
ASAP:  How  would  you  summarize  the 
UPS  attitude  toward  IS? 
OZ:  Go  forward  in  everything  you  do. 
Don't  look  back — it's  not  appropriate.  llSl 
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The  future  has  arrivec 


New  PS/2  E 


Whats  inside 


Power  supply:  24  watts. 

Save  power.  Help  save  the  earth ,  >k 

/           10-4"active  matrix  TR  Color  Monitor  or 
/              PS/2  14"  Energy  Saver  Color  Monitor 

Either  one.  a  great  energy-saving  \ 
ergonomic  choice,  \ 

1                   New  Quiet"^'  Touch  keyboard  with 
\       TrackPoint  II,  And  optional  numeric  keypad 

One  IS  right  where  you  write.  The  other 

is  right  where  you  calculate  / 

\                  Processor;  486SLC2  50/25  MHz, 
\            16KBCache.  Up  to  16MB  memory. 

Who  says  you  can't  be  fast  and  powerful  / 
and  still  consume  less  power?  / 

Hard  disk  drive;  120MB 
PCMCIA  (2,01)  siots;  4  Type 
^^n.^,^^    I's  or  ll'sor  2  Type  Ill's, 

Lotsof  room  to  grow,  stretch, 
connect  and  add  new 
capabilities,  ^00*^ 

Human  by  design. 


F.  is  hrro.  I'ashioriably  early. 
Morr  thai"!  a  new  look.  A  new 
vision.  A  new  body,  a  new  spirit,  a 
new  kififi  r>l  computer.  The  power- 
ful thai  uses  less  power 
than  other  Pr,s.  Dramatically  less. 
Kr.  'Siiv  ."^li;)  ro!t!f)liant.  Designed 
ior  i;ri>ater  !e(  vrLibilitv.  Mnally, 
<>?ni^v  ineets  1<-';h.ir!logy. 


Thin, active  matrix  TF  F  color 
screen.  A  masterpiece  on  your 
desk.  Or  look  into  the  Fnergy 
Saver  Color  Monitor.  Large, 
crisp,  clear  images.  I'^asy,  flexi- 
ble, digital  controls.  CPli  base 
only  12 "square,  2..^"  high 
(includes  PCMCIA). Tuck  it 
away.  Out  ol  sight.  No  fan. 
Hush,  hush.  And  very  cool. 

nalrix  TFT)  is  initially  available  in  limited  quantities  IBM,  PS/2,  Quiet  and  HelpCenter 
10;  (,:o'po'a;ion  ©  1993  IBM  Corp 


Ergonomics  every  where.  Fli(  ^ 
free  screens.  Brilliant  colors.  | 
Borderless.  Two-part  keyboaij 
truer  to  your  hands  and  habi) 
With  unique  TrackPoint  II™  | 
pointing  device  built  in.  PoinI 
where  you  want  the  cursor  toi 
Works  like  the  ti|)  of  your  finj 
Welcome  to  natural  vomputii 

are  registered  trademarks  and  TrackPoint  II  is  a  tradenr 


(  i(  with  existing  applications 
(I  networks.  Or  as  a  stand- 
>tM'.  Either  way,  it's  in  a  class 
itscll.Can  form  follow 
in  tion  to  truly  enlightened 
>ign'.''  Ahsolutely.  Just 
Itch  PS/2  K  lead  the  way. 


Look  into  the  luture.  Call  your 
IBM  marketing  representa- 
tive or  the  Personal  Systems 
HelpCenter  at  I  800  772-2227 
for  the  IBM  authorized  dealer 
nearest  you. 


limit.  Add  high  speed  communica- 
tions and  you  begm  to  approach  a  new 
kind  of  mind  space  where  everyone  is 
able  to  know  what  everyone  else 
knows  mstantly.  Thought  and  action 
fuse  in  an  ornate  ballet  of  power. 

In  Desert  Stonn,  military  hyperma- 
tion  led  to  an  unprecedented  degree  of 
what  mihtary  commanders  call  "situa- 
tional awareness"  among  troops  at  the 
hands-on  level  of  operations,  both 
combat  and  logistical.  Out  the  window 
went  the  old  stereotype  of  the  GI  Joe 
who  had  to  "hurry  up  and  wait"  for  or- 
ders. Along  with  it  went  soldiers'  re- 
hance  on  the  "scuttlebutt"  rumor  mill 
for  clues  to  their  mission  and  role  in 
the  grand  plan  of  battle.  The  new  hy- 
perwarrior  gets  intelligence  more  near- 
ly in  "real  time." 

Hyperwar  also  shattered  old  hierar- 
chies. Instead  of  trickling  up  and  down 
the  old  chain  of  command,  hyperwar's 
complex  computer  communications 
networks  moved  torrents  of  data  hori- 
zontally around  the  combat  theater. 
Soldiers  became  both  sources  and  con- 
sumers of  knowledge. 

"The  key  to  hyperwar/'  says  John 
Warden,  commandant  of  the  Air 
Force's  Air  Command  and  Staff  Col- 
lege, "is  empowering  those  charged 
with  the  hands-on  work  of  fighting  the 
war  to  act."  The  sheer  speed  and 
power  of  ever  more  intelligent 
weapons  and  communication  systems 
force  hyperwarriors  to  rely  increasing- 
ly on  judgment,  initiative  and  collabo- 
rative teamwork,  and  less  on  either 
permission  or  orders  from  bureaucratic 
gatekeepers. 

If  these  themes  have  a  familiar  ring 
to  business  managers  and  consultants, 
it's  because  hyperwar  and  hyperbusi- 
ness  are  driven  by  the  same  technolog- 
ical forces.  Desert  Storm  marked  the 
debut  of  a  new  age  not  just  of  combat 
but  of  commerce  as  well.  The  lessons 
of  hyperwar  are  the  keys  to  hyperbusi- 
ness:  the  new  mles  guiding  success  or 
fadure  in  a  technologically  transfonned 
economic  age. 

Hyperlearning:  The  Implosion  of 
Digital,  technology 

At  the  core  of  the  hypermation  of 
business,  war,  politics  and 
ever/tliing  else  is  the  accelerat- 
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Hypermation  Glossary 

Artificial  life  A  simulation  process  in  which 
purposeful  entities  (sometimes  called  cellular 
automata)  compete,  cooperate  and  otherwise 
interact  to  evolve  as  a  synthetic  ecosystem. 

Asynchronous  transfer  mode  (ATM)  A 

communications  technology  that  permits 
isochronous  transmission  of  multimedia  infor- 
mation. ATM  generally  allows  one  network  to 
smoothly  handle  video  conferencing,  docu- 
ment shoring  and  other  groupware  functions. 

Cyberspace  A  term  coined  by  novelist 
William  Gibson  for  the  virtual  environment 
where  all  on-line  information  can  be  accessed 
and  manipuloted. 

Documents  (or  compound  documents) 

Bundles  of  information,  including  text  and 
formatting  information  (for  example,  forms, 
editing  comments)  as  well  os  other  media 
such  as  graphics,  sound  or  video.  The  com- 
mon currency  of  groupware  communications. 

Electronic  data  interchange  (EDI)  Includes 
communication  protocols  and  software  stan- 
dards designed  to  enable  different  computers 
in  different  organizations  to  exchange  data 
and  carry  out  business  transactions,  such  as 
ordering  products  or  paying  accounts,  without 
human  intervention. 

Embedded  learning  A  feature  of  perfor- 
mance-support systems.  Instructional  aids  are 
built  in  to  the  workers'  tools  or  workplace  so 
that  they  are  available  on  demand. 

Groupware  Computer/communications  net- 
work technologies  that  combine  software  and 
hardware  elements  in  systems  that  enable 
groups  of  workers  to  share  information. 

HL  loop  Because  learning  is  o  cyclical 
process,  the  bosic  structures  of  hyperlearning 
systems  are  looping  circuits  rather  than  one- 
way channels.  Knowledge  and  expertise  are 
embodied  in  the  network  as  a  whole  rather 
than  in  a  specific  node  (person,  department, 
library).  All  nodes  both  support  and  learn. 

Hyperlearning  The  multidimensional 
"space"  formed  by  a  matrix  of  digitally  inte- 
grated information  technologies  in  which 
learning,  both  by  humans  and  nonhumon 
components,  is  the  generic  process  common  to 
all  work  tasks  and  business  processes. 

Hypermation  Application  of  hyperlearning 
technology  to  business  processes  across  on 
enterprise.  Hypermotion  is  the  simultone- 
ous  reengineering  of  multiple  interrelated 


Isochronous  communication  Voices,  im- 
ages, data  and  other  media  elements  con  be 
sent  and  received  on  the  same  channel  at  the 
some  time  with  no  delay  or  interference. 

Performance  support  A  systems  framework 
that  emphasizes  providing  individual  workers 
with  the  knowledge,  skills  and  other  support 
needed  to  corry  out  o  business  process.  More- 
over, workers  control  that  support,  accessing  it 
where  and  when  they  need  it. 

PSS  Performonce  support  systems  (sometimes 
preceded  by  "electronic,"  "on-line,"  "integrat- 
ed" and  so  on). 

Seamless  Characterizing  a  user's  smooth, 
easy  and  nondisruptive  transition  from  simu- 
lation to  practice  or  from  performance  to 
support. 

STEP  Standard  for  the  Exchange  of  Product 
model  data.  An  international  EDI  standard  de- 
veloped to  provide  a  computer-reodoble  for- 
mat for  data  that  represent  the  features  of  o 
product  throughout  its  life  cycle:  from  design 
to  production  to  support  to  disposal. 

Synthetic  environment  A  virtual  space 
used  to  develop  and  evaluate  the  perfor- 
mance of  both  human  workers  and  their  tools 
under  authentic  conditions.  In  the  military 
case,  a  virtuol  battle  zone  where  teams  can 
simultaneously  practice  war  games  with  simu- 
lated weapons  ond  operations  systems. 

Systems  integration  Combination  of  com- 
puter, communications  and  other  information 
technologies  in  arrays  or  networks  organized 
to  perform  a  voriety  of  business  tasks. 

Virtual  corporations  or  organizations 

Organizational  structures  to  which  people  and 
other  assets  ore  committed  only  temporarily 
to  achieve  a  defined  mission. 

Virtualizing  Applying  virtual  reality,  artifi- 
cial life  or  related  simulation  technologies  to 
a  process. 

Virtual  reality  (VR)  The  use  of  visual,  au- 
ditory and  other  displays  to  give  the  user  the 
sense  of  being  in  on  alternotive,  synthetic  en- 
vironment in  which  the  user  con  move  and 
manipulate  objects  in  a  way  similar  to  the 
real  world. 

Work  flow  Broadly,  the  flow  of  steps  need- 
ed to  carry  out  a  business  process.  Work-flow 
systems  use  groupware  and  other  information 
technologies  to  track,  control  and  manage 

 _tfT_:-_il.. 


s  rare  today  as  a  communications  manager  vko  doesn't  use  Source. 

The  fact  is,  it's  easy  to  get  left  behind  in  today's  fast-paced  world  of  communications.  That's  why  Source  has  become  the  overwhelming 
lice  of  communications  managers  from  coast  to  coast.  With  the  largest,  most  extensive  inventory  of  communications  equipment  in  the 
ustr}',  Source  has  what  you  need.  When  you  need  it.  Source's  proprietary  bar  coding  system  allows  you  to  access  and  track  all  Source 
lipment.  That  means  service  within  hours  instead  of  weeks.  So  if  you're  one  of  the  few  communications  managers  out  there  still  not  using 
irce,  it's  time  to  get  with  it.  Call  Source  right  now.  1-800-624-6348. 
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Rnasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation-that  each  product  should  do  a  Httle  more 
and  cost  a  Httle  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic®  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 
call  1-800-843-0080.  ext.  4127. 


Print  It.   Monitor  It.   Compute  It.   Fax  It 
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THE  PANASONIC  FP-7650  HIGH-SPEED  COPIER. 
INCREDIBLY  FAST,  SO  IT  WON'T  SLOW  YOU  DOWN. 

Presenting  a  high-speed  copier  that  gives  your  office  the  productivity  you 
need  and  the  rehabiHty  you  want.  Because  this  Panasonic  copier  is  not  only 

fast-it's  efficient  and  affordable. 
How  fast?  Try  76  copies  per  minute  with 
up  to  100%  throughput  when  using 
special  features  such  as  sorting,  stapling, 
and  duplexing.  A  paper  capacity  of  up  to 
6,000  sheets  lets  you  make  the  most  of  that 
speed.  While  a  Fuzzy  Logic  toner  control 
system  assures  you  superb  copy  quality. 
The  Panasonic  FP-7650  high-speed  copier.  Productivity  and  performance 
beyond  duplication. 


in  It.  Store  It.  Type  It.  Phone  It.  Copy  It. 
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ing  transkuon  of  knowledge  into  digi- 
tal form.  The  result,  in  the  infonnation 
universe,  is  a  reversal  of  physical  evolu- 
tion. While  the  physical  w^orld  began 
with  a  big  bang  and  has  been  flying 
apart  ever  since,  the  information  world 
started  with  a  Babel  of  different  forms 
and  languages,  and  is  now  rushing  in- 
ward, converging  and  imploding  toward 
a  single,  universal  digital  utility. 

True,  it  often  appears  otherwise. 
The  reality  of  quickening  unification 
has  become  enshrouded  in  a  crazy 
quilt  of  jargon,  and  each  of  the  many 
application  fields  of  information  tech- 
nology seems  to  gush  its  own  cryptic 


terminology.  But  behmd  all  of  that 
fractured  technobabble,  a  dazzling 
array  of  computers,  communications 
and  software  is  congealing  into  the 
core  technology  and  business  process 
of  the  21st-century  economy:  hyper- 
learning  (HL),  the  central  feature  of 
which  is  a  radically  shrinking  "loop" 
that  connects  leaming  to  work  in  real 
time. 

The  basic  structures  of  hyperleam- 
ing  systems  are  looping  circuits  rather 
than  one-way  channels.  Knowledge 
and  expertise  are  embodied  in  the  net- 
work as  a  whole  rather  than  under  the 
auspices  of  a  person,  department  or  li- 
brary. Everyone  in  the  hyperenterprise 
becomes  both  a  learner  and  a  teacher, 
supporting  the  performance  of  others 
in  the  team.  HL  both  enables  and  com- 
pels the  entire  hyperenterprise  to  leam 
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ViRTUALiZING  SURGERY  AT  JOHNS  HOPKINS 


Your  heart  wrenches  as  -the  sur- 
geon. Dr.  Craig  Vander  Kolk,  shows 
you  slides  of  his  patients:  a  child 
with  a  jawbone  fused  and  locked  in 
a  desperate  gape,  another  with  a 
cheekbone  mashed  into  his  eye,  a 
third  with  her  head  weirdly  flat- 
tened sideways.  You  grow  queasy  as 
you  look  at  the  photos  of  gory  open- 
head  surgery  needed  to  fix  these  de- 
formities. 

Then  you  see  the 
Wand.  Technically,  it  is 
the  Viewing  Wand  of  the 
Allegro  Medical  hnaging 
Workstation,  developed  by 
ISG  Technologies  Inc.  of 
Toronto.  But  Vander  Kolk, 
associate  professor  of 
surgery  at  Johns  Hopkins 
University,  Baltimore,  oc- 
casionally  lapses  into  call- 
ing it  the  "magic  wand." 

The  Wand  is  attached 
by  a  steel  post  to  the  oper- 
ating-room bed,  where  the 
patient's  head  is  also  held 
rigidly  in  place.  Its  many 
sensor-laden  joints  enable 
the  Allegro  computer  to  determine 
within  one  to  two  millimeters  (a  bit 
wider  than  the  ball  in  a  ball-point 
pen)  the  three-dimensional  position 
of  the  Wand's  pencil-hke  tip. 

"The  most  difficult  part  of  cranio- 
facial surgery  is  repositioning  the 
bones  in  three  dimensions,"  says 
Vander  Kolk.  "With  traditional  x- 
rays,  you  get  a  flat,  two-dimensional 
image  that  gives  no  sense  of  spatial 
relationships.  Even  with  CT  [com- 
puted tomography,  or  CAT]  scans, 
the  surgeon  has  to  look  at  the  image 
and  then  walk  back  to  the  operating 
table  and  try  to  mentally  picture  the 
bones'  locations  and  judge  where 
they  should  go." 

With  the  Wand  and  the  Allegro 
system,  Vander  Kolk  can  now  plan 
and  carry  out  this  kind  of  delicate 
surgery  in  virtual  reality. 

First,  the  computer  transforms  a 
srack  of  digitized  CT  scan  "slices"  of 
the  patent's  skull  into  an  exact, 
sohd-form  3D  image  that  can  viewed 
and  rotated  360  degrees  around  any 
axis.  A  skilled  cybersurgeon  can 
even  "travel"  into  the  skull  to  exam- 


ine intemal  stmctures  such  as  sinus- 
es. 

Next,  just  hke  an  engineer  using 
computer-aided  design  to  plan  a  ma- 
chine, the  surgeon  can  cut  and  move 
bones  of  the  virtual  skuU  to  plot  the 
precise  correction  desired.  The  simu- 
lated structures  stay  where  the  sur- 
geon puts  them,  and  the  computer 
tracks  their  exact  relative  position. 
Using  color  coding,  the  surgeon  can 
show  "before"  and  "after"  versions 
on  the  screen. 

Finally,  during  the  actual  opera- 
tion, when  Vander  Kolk  touches  the 
tip  of  the  Wand  to  a  point  on  the  pa- 
tient's skuU,  he  will  simultaneously 
see  a  colored  dot  on  the  computer's 
virtual  skuU  that  matches  the  loca- 
tion. Using  the  Wand  as  a  compass, 
Vander  Kolk  can  then  map  the  bones 
to  be  operated  on  to  those  on  the  CT 
model,  moving  them  where  the 
Wand  indicates  they  should  be  placed 
to  match  the  reconstruction  he  de- 
signed on  the  computer. 

"This  is  reaUy  a  leaming  system," 
says  Vander  Kolk.  "The  richer,  more 
precise  data  the  system  provides 
helps  us  leam  to  do  the  surgery  bet- 
ter each  time  we  use  it. 

"Over  the  longer  run,  I'm  work- 
ing with  Joan  Richtsmeier  [Ph.D.],  an 
anthropologist  at  our  medical  school, 
to  develop  a  database  of  these  CT 
images,"  Vander  Kolk  explains. 
"That's  essential  for  us  to  leam  more 
precisely  how  the  bones  of  young 
children  grow  and  change  as  they 
mature.  We  need  that  Icnowledge  to 
leam  how  to  do  the  surgery  so  that 
the  results  will  look  right  and  work 
right  after  the  children  become 
adults." 

Another  health  care  miracle,  but 
what  about  the  cost? 

An  operating  room  costs  about 
SlO  a  minute,  Vander  Kolk  esti- 
mates. "Instead  of  fiddling  around  to 
see  where  you  want  it  to  be,  now  you 
can  actually  plan  it  all  out  ahead  of 
time,  go  in  and  do  the  operation,  and 
get  out."  Not  only  can  that  save  10 
minutes  to  an  hour  in  the  OR,  he 
points  out,  but  by  getting  the  opera- 
tion right  the  first  time,  you  avoid 
the  common  costs  of  compUcations 
and  follow-up  surgery. 


>  e  Coraccio  of  Harvey  Industries 
I  s  simulation  "lets  me  work  with 
i  omers  faster,  more  accurately." 


Its  living. 

"A  huge  transformation  is  now  un- 
w  ay,"  observes  Bill  Bramer,  manag- 
;  partner  of  Andersen  Consulting's 
'  ange  Management  Services,  Chica- 
For  the  past  25  years  or  so,  we've 
t  been  automating  and  'informating' 
:  tail  end  of  the  industrial  age." 
1  )w,  says  Bramer,  "the  order  of  tech- 
1  logy-organization  integration  we're 
'  rkmg  on  is  a  leap  beyond  that — to  a 
I  ly  new  era."  In  other  words,  tech- 
:  Dgy  can  join  knowledge  and  action 
1  )ne  continuous  grid. 

Seamless,  integration  and  perfor- 
i  nce  have  become  the  buzzwords  of 
t'lay's  enterprise.  But  how  do  you 
r  ive  hypennation  from  the  realm  of 
t  'ory  to  that  of  practice?  The  experi- 
t  :es  of  high-performance  business 
ad  military  suggest  two  key  require- 
T  nts:  virtualizing  tasks  with  the  in- 
t  sive  use  of  simulation  technolo- 
;  r  and  providing  performance  sup- 
t  for  front-line  workers  in  the  form 
lust-in-time  knowledge  and  leam- 
j  systems. 

Pom  Now  On — Simulate  First! 

k  Imost  from  their  inception, 
%  computers  have  been  used  to 
^  answer  the  question.  What  if...? 
L  today's  50-MIPS  desktops  and  to- 
■  rrow's  supercomputer  laptops  will 
V  tly  expand  our  ability  to  mimic  or 
c  ite  sights,  sounds  and  experiences  of 
.  lining  richness  and  complexity, 
nulate  first!"  may  become  the  clari- 


x>s  ASAP 
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on  call  of  hypermation:  Simulate  before 
you  build.  Simulate  before  you  buy. 
Simulate  before  you  employ.  Simulate 
before  you  go  into  battle. 

The  key  to  Desert  Storm's  hyper- 
combat  was  the  fusion  of  training  and 
operations — of  learning  and  doing  as  a 
team — that  had  been  accelerating  in 
U.S.  and  NATO  armed  forces  for  nearly 
two  decades.  That  fusion  was  made 
possible  by  HL  technology's  increasing 
ability  to  bring  the  benefits  of  simula- 
tion-based learning  to  groups. 

'"Simulate  before  you  build'  will  be 
the  watchword  in  most  industries," 
says  Richard  Van  Atta,  an  official  with 
the  Institute  for  Defense  Analyses,  a 
federally  funded  research  and  develop- 
ment center  in  Washington,  D.C. 
"Whether  you're  talking  about  total 
quality  management,  virtual  corpora- 
tions or  any  level  of  integration  across 
or  within  enterprises,  distributed  simu- 
lation is  going  to  be  key." 

More  and  more  high-tech  work- 
places demand  that  high  levels  of 
human  skill  be  exercised  only  in  rela- 
tively infrequent  crisis  situations.  A 
modem  airliner,  for  instance,  is  quite 
capable  of  taking  off,  flying  and  landing 
itself — unless  something  goes  wrong. 

Studies  by  President  Jimmy  Carter's 
commission  on  the  Three  Mile  Island 
nuclear  power  station  accident  in  1979 
found  a  problem  shared  by  many  mod- 
em industrial  operation  control  cen- 
ters: Most  of  the  work  is  routine,  con- 
stant and  boring.  The  operator's  most 
important  function  is  to  solve  unusual 
and  thus  unpredictable  problems,  and 
to  manage  the  rare  but  critical  disaster. 
The  commission  concluded  that  opera- 
tors not  only  needed  better-designed 
operating  displays.  They  also  required 
continual  practice  with  simulators  to 
hone  their  crisis-management  skills. 

Similar  needs  exist  in  complex  air 
traffic  control;  electric,  gas  and 
telecommunications  grid  manage- 
ment; and  chemical  and  other  indus- 
trial operations  systems.  In  fact,  the 
abihty  to  use  initiative  and  innovation 
to  solve  ad  hoc,  critical  problems 
under  often  chaotic  circumstances  is 
fast  becoming  a  skfll  required  in  al- 
miOSt  every  line  of  work. 

Simulation  isn't  just  for  disaster 
control.  Henry  Duignan,  chief  operat- 


Andersen's  Window 
OF  Knowledge 

Andersen  Windows  Inc.,  Baypoint, 
Minn.,  makes  windows  in  a  wide 
variety  of  shapes  and  sizes,  includ- 
ing made-to-order  units  designed  to 
meet  myriad  home  and  office  design 
needs.  Multimedia  software  called 
Window  of  Knowledge  provides  An- 
dersen dealers  with  an  interactive, 
on-line  tool  they  can  use  to  both 
demonstrate  and  design  customized 
window  systems.  The  same  soft- 
ware provides  specifications  of  An- 
dersen products  (as  well  as  informa- 
tion about  competitors'  products), 
and  supports  a  full  menu  of  admin- 
istrative and  sales  tasks,  from  creat- 
ing proposals  to  pricing  installations 
and  calculating  the  energy  efficiency 
of  designs,  placing  and  tracking  or- 
ders, and  managing  accounts. 

Dave  Coraccio  of  Harvey  Indus- 
tries Inc.,  a  suppUer  to  building  con- 
tractors in  Wobum,  Mass.,  is  a  big 
fan  of  the  Window  of  Knowledge 
system,  which  runs  Andersen's  cus- 
tom-designed software  on  an  Apple 
Macintosh  Quadra  950  computer. 
"The  system  has  enabled  me  to 
work  with  customers  faster,  more 
accurately  and  with  more  profession- 
al-looking results, "  Coraccio  says. 

A  recent  customer  of  his  wanted 
to  redesign  a  room  around  a  paint- 
ing. Using  the  Window  of  Knowl- 
edge at  his  desktop,  Coraccio  was 
able  to  work  with  her,  demonstrat- 
ing on  the  monitor  (after  she  had 
provided  the  room's  specs)  how  a 
variety  of  window  styles  and  place- 
ments would  work  with  the  picture. 
The  system  also  allowed  him  to 
quickly  quote  a  price  for  the  instal- 
lation they  had  worked  together  to 
design.  "A  quote  like  that  used  to 
take  an  hour  and  a  half,"  Coraccio 
figures.  "Now  I  can  do  it  in  10  min- 
utes or  less." 

Coraccio  appreciates  other  fea- 
tures of  the  system  as  well:  Price 
changes  that  used  to  take  a  month  to 
reach  him  from  Andersen  Windows 
now  get  there  the  next  day.  And  he 
praises  the  company's  backup  sup- 
port. "If  I  run  into  a  problem,  I  call 
their  toll-free  number  and  someone 
is  there  to  help  me  immediately." 
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ing  officer  of  Ross  Operating  Valve 
Co.,  sees  a  revolution  in  "virtual  prod- 
ucts." Working  closely  with  cus- 
tomers, the  Troy,  Mich.,  company's 
workers  use  advanced  information 
technology  to  custom-design,  engineer, 
evaluate  and  integrate  specialized 


valves  in  virtual  space.  By  integrating 
manufacturing,  engineering  and  mar- 
keting in  one  seamless  function  and 
solving  problems  in  simulation  before 
any  physical  materials  are  cast,  cut  or 
shipped,  Ross  can  dehver  such  virtual 
products  to  its  customers  in  10  percent 
of  the  time  and  at  a  fraction  of  the  cost 
required  by  traditional  mass  produc- 
tion. Next  step:  The  company  plans 
eventually  to  let  its  customers  hook 
directly  into  the  Ross  computer  com- 
munication network  so  they  can  de- 
sign their  ovra  valves. 

Similarly,  to  achieve  its  goal  of  cut- 
ting 25  percent  of  its  costs,  Boeing 
Aerospace  Co.  is  pushing  the  edge  of 
computer-based  design  and  engineer- 
ing. In  the  past,  most  of  a  commercial 
jet's  millions  of  parts  were  designed 
and  produced  separately  by  subcon- 
tractors and  suppliers,  then  assembled 
in  prototypes,  and  repeatedly  re- 


designed and  reconstructed  to  get 
them  to  fit  and  work  harmoniously. 
For  its  next-generation  777  jumbo  jet, 
Boeing  has  charged  teams  of  engineers 
with  designing  both  components  and 
production  processes,  and  then  testing 
their  effectiveness  through  three-di- 
mensional computer 
simulation. 

But  the  rush  toward 
virtualizing  isn't  limit- 
ed to  manufacturing 
products.  It's  cropping 
up  in  services,  manage- 
ment and  just  about 
every  other  aspect  of 
the  modem  enterprise. 

The  consulting  firm 
Booz  Allen  &  Hamilton 
has  transferred  its 
methods  of  developing 
war  games  for  the  mih- 
tary  to  three-day  "com- 
petitive simulation" 
games  in  which  execu- 
tive teams  representing 
each  major  player  in  an 
industry  vie  to  win  over 
a  team  acting  as  poten- 
tial customers.  The  ulti- 
mate blurring  of  simu- 
lation and  reality  may 
have  occurred  when  a 
major  oil  company. 
Chevron,  contracted 
Maxis  Inc.,  creators  of  the  hit  software 
SimCity,  SimEarth  and  other  Sim-se- 
ries computer  simulation  games,  to  de- 
velop an  oil  refinery  simulation  to  be 
used  by  its  staff  to  practice  managing 
the  intricacies  of  such  a  complex  sys- 
tem (see  sidebar,  page  89). 

Indeed,  the  entire  21st-century 
economy  is  destined  to  be  one  vast  hy- 
pervideo  game:  From  making  war  to 
making  money  (maybe  even  to  maldng 
love),  it's  all  digital,  all  virtual,  all  in- 
teractive. 

PERFORMANCE  SUPPORT  IS  KEY 

Hyperlearning  technology  de- 
mands a  different  relationship 
between  systems  and  people 
than  existed  in  the  past.  "Within  a 
few  years,  every  worker  will  be  a 
knowledge  worker  whose  basic  job  is 
to  solve  a  customer's  unique  problem 
that  may  never  have  come  up  before," 


says  Andersen  Consulting's  Bram( 
"Systems  must  change  from  centre 
ling  the  worker's  performance  to  su 
porting  performance.  The  whole  foe 
of  learning  then  has  to  switch  froi 
how  to  run  the  system  to  how  to  serj 
the  customer." 

The  work  of  trainers,  for  examp] 
is  becoming  more  like  that  of  systen 
engineers.  Carol  Brickell,  a  trainii 
manager  at  Electronic  Data  Systen 
(EDS)  in  Dallas,  observes,  "Customq 
expect  us  to  improve  performance,  ni 
just  install  computer  networks! 
Rather  than  training  only  in  the  clas 
room,  Brickell's  group  builds  on-lii 
learning  into  systems  that  provide,  fl 
example,  just-rn-time  learning  suppq 
that  ranges  from  simple  Help  menus 
tutorials  and  simulation  exercises. 

It's  no  surprise  that  the  moveme 
to  "performance  support"  has  preser] 
ed  systems  engineers  with  a  new  ch^ 
lenge.  "The  focus  has  to  shift  frol 
data  to  knowledge,"  says  Joanne  W^ 
ner,  director  of  corporate  data  ai| 
transaction  management  at  U.S.  We 
Communications  Inc.  "The  goal  is 
make  knowledge  instantly  available  | 
do  the  job  accurately  and  complete! 
the  first  time,  without  having  to  hai 
off  or  refer  to  someone  else  to  find  o| 
what  to  do  or  how  to  do  it." 

Eliminating  hand-offs  by  empowe 
ing  individual  workers  to  oversee  ^ 
entire  process  is  a  critical  function 
HL  technology.  "Hand-offs  are  wh 
kill  performance,"  says  Michael  Har 
mer,  the  guru  of  business  proce: 
reengineering.  In  most  companies,  le| 
than  one  percent  of  the  time  that  is  r 
quired  to  carry  out  a  process  is  cor 
prised  of  valuable  work,  he  observe 
Orders,  claims  and  other  jobs  get  hani 
ed  off  between  six  and  15  times  befoi 
they  are  completed. 

Until  recently,  it  has  been  difficu 
to  bring  about  substantive  change  : 
business  organizations — Hammer  coi 
fesses  that  only  about  25  percent  < 
reengineering  efforts  have  been  sui 
cessful — but  the  rapid  advance  of  ? 
technologies  is  steadily  making  Han 
mer's  revolution  easier  to  achiev 
Electronic  data  interchange  (EDI)  ar 
groupware  are  two  core  technology 
(in  addition  to  the  dazzling  matrix 
virtualizing  tools)  that  are  being  use 
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lies  down 

and  does 


Versa  functions  as  a  pen- 
based  tablet  to  enter 
notes  or  data 


The  reversible  screen 
makes  presentations 
a  snap 


The  UltraLite  Versa  is  truly  a  breed 
apart.  It's  versatile  and  adapts  easily 
to  meet  your  changing  needs,  whatever 
and  wherever.  For  example,  switch 
from  a  mono  to  color  screen,  or  put  in 
more  hard-drive  memon/.  And  despite 
Its  heavy-duty  technology,  the  Versa 
weighs  as  little  as  6  pounds. 

Then  there's  the  most  sophisticated 
and  flexible  display  on  the  market. 
Use  It  as  a  basic  notebook,  flip  it  around 
for  presentations,  or  use  it  as  a  pen- 
based  tablet.  Plus,  Versa's  screen 
provides  sharp  contrast  and  brilliant 
graphics,  monochrome  or  color. 
With  up  to  10  hours  of  battery  life, 
the  one  thing  it  won't  do  is  play  dead. 

Yes,  the  Versa  notebook  knows  a 
lot  of  tricks.  Its  i486™SL  processor  is 
fast  and  powerful,  yet  conserves  power. 
Simply  swap  the  floppy  drive  for  an 
extra  battery,  doubling  battery  life. 

And  what's  a  notebook  computer 
if  you  can't  take  it  for  long  walks? 
Advanced  PCMCIA  communications 
capability  means  you  can  easily  send 
and  receive  faxes  and  retrieve  data. 
We'll  even  come  when  we're  called. 

in  addition  to  a  standard  3-year 
limited  warranty,  you  get  UltraCarer 
an  enhanced,  full-service  program  pro- 
viding fast  response  and  support  anytime, 
anywhere,  at  home  or  overseas.* 

Begging  for  more?  Call  1-800- 
NEC-VERSA  or  for  info  via  fax,  NEC 
FastFacts  "  at  1-800-366-0476, 
request  document  8583772. 

Because  ^  is  the  way  you  want  to  go. 


Communications  Features 


Using  thin,  credit-card-sized 
cards,  you  can  send  and  receive 
faxes.  Talk  to  your  network,  or 
ensure  secure  data  storage  And 
for  advanced.  realMime  mobile 
communications.  Versa  is  even 
ready  for  wireless  and  cellular 
connectivity  and  also  incorpo- 
rates The  newest  PCfylCIA 
technology 

•Accommodates  two  Type  II  cards 
or  one  Type  III  card 

•  Simultaneous  card  capability' 
data/fax  modem,  LAN,  storage 

•QuickSwap"'  compatibility,  for 
features  such  as  changing  cards 
without  powering  down 


The  UliraLiie  Versa 
IS  The  first  of  a  new 
series  of  computer 
products  from 
NEC  designed  to 
work  together 
with  enhanced 
functionality 
and  advanced 
ergonomics. 


With  the  UitraLite  Versa  you  can  choose  your  own  best  friend. 


Features/Options 


SI 


Versa's  many  standard  and  optional  fea- 
tures provide  exceptional  upgradability  and 
flexibility,  to  give  you  the  power  to  choose 
the  system  you  need  today  and  Then 
enhance  its  features  as  your  needs  change 

Battery 

•  DoubleTime'"  Technology,  for  increased 
baTtery  power 

•  Long-life  NiMH  battery  pack:  2  5  to  5 
hours  (color)  and  4  to  6  hours  (mono) 

•  Optional  secondary  batten/  for  a  Total  of  5 
to  10  hours  (color)  and  8  to  12  hours  (mono) 

Storage  and  memory 

•  Choice  of  1 20V1B.  180MB,  or  250MB  easily 
removable  hard  drives,  no  tools  required 

•Slide-in  memory  cards,  for  upgradability 
from  4MB  all  the  way  To  20MB" 

Processor 
•i486SL  processor,  25MHz  or  33MHz 
•Built-in  numeric  coprocessor  and  8KB  cache 

Screen 

•  High-speed  local  bus  video  and  desktop-level 
640  X  480  display 

•NEC-upgradable  to  pen  capability^*  mono 
or  color 

•  Standard  9  4"  STN  sidetit  Super  VGA  mono- 
chrome screen,  with  64  shades  of  gray 

•  Optional  9  45"  TFT  acTive-matnx  Super  VGA 
color  screen,  with  wide-angle  viewing  and 
256-color  display  ouT  of  a  possible  226.000 

Docking  Station 

•  2  full-sized  ISA  sloTs.  for  expandability 
"  3  drive  bays  2  external  5  25"  and 

1  internal  3  5" 
"  Integrated  microphone  and  headphone  ports 

Pointing  Device 
•Custom  Ballpoint'^"  mouse  sTandard 


Versa Pad 


NEC's  new  VersaPad   .  The  ideal 
platform  for  corporate  pen  com- 
puting Perfect  for  data  collection 
and  transmission  needs,  including 
inventory  control,  sales  force  auTo- 
maTion  and  merchandising 
•Full-function  i486SL  portable  tab- 
let computer 

•  Slim  4-pound  design  with  VGA 
transflective  screen  tor  clear 
indoor/ouTdoor  viewing 

•  2  PCMCIA  Type  II  slots,  for  flexible 
communications  and  storage 

•  NiMH  battery  options  and 
advanced  power  management, 
for  long  battery  life 

•  Available  with  all  major  pen  com- 
puting environmenTs.  including 
Windows  for  Pen  Computing™  and 
PenPoint^"  software 
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MAXis,  Where  Games  and  Industry 
Merge. ..SimAnt  to  SimRefinery 


One  company  is  looping  the  learning 
curve  by  playing  around. 

Maxis  Software,  a  $14  million 
game  software  company  in  Orinda, 
Calif.,  has  taken  its  knowledge  of 
simulation  from  the  game  industry 
and  ventured  into  the  uncharted  wa- 
ters of  business  simulation. 

Maxis  released  SimCity,  its  first 
product,  in  1989.  In  it,  players  boot 
up  to  find  an  overhead  map  showing 
a  virgin  frontier  of  forests,  rivers  and 
lakes.  Using  a  bank  of  icons  to  build 
roads  and  zone  plots,  a  series  of 
maps  showing  crime  and  pollution 
density,  and  graphs  of  long-range  fis- 
cal indicators,  players  plan  and  buUd 
communities.  As  the  years  progress, 
the  city  either  grows  and  prospers  or 
struggles  and  collapses,  depending  on 
how  the  player  "mayors"  juggle  tax 
rates,  deal  with  disasters  and  mollify 
a  moody  pubhc. 

SimCity  has  sold  more  than  a 
half  million  copies  for  PCs  and  Macs 
and  1.1  milhon  copies  for  Nintendo 
game  systems.  Maxis  also  developed 
several  other  simulation  games,  in- 
cluding the  SimEarth  model  of  evo- 
lution and  the  SimAnt  model  of  an 
ant  farm. 

Then  a  funny  thing  happened. 
SimCity  hadn't  been  on  the  market 
more  than  a  few  weeks  before  Maxis 
started  getting  calls  from  organiza- 
tions ranging  from  pubhc  utUities  to 
government  agencies  that  wanted  to 
get  simulated.  "First  it  was  one  a 
month.  Then  three,  then  five,"  says 
Will  Wright,  co-founder  of  Ma>ds  and 
chief  designer  of  SimCity.  "We  had 
corporations  calling  us  and  asking  us 
to  do  the  same  thing  but  with  their 
companies  as  models.  At  the  time,  it 


would  have  been  a  huge  risk  for  us. 
The  economics  of  that  market  are 
very  different." 

Maxis  finally  delved  into  business 
simulation  in  1992  when  it  hired 
John  Hiles  as  vice-president  and  gen- 
eral manager  of  the  busmess  simula- 
tion unit,  located  in  Monterey,  Calif. 
He  brought  in  the  first  business 
model,  a  simulation  of  the  workings 
of  Chevron,  called  SimRefinery.  Says 
Wright,  "Chevron  gave  us  a  whole 
encyclopedia  on  how  a  refinery 
works.  This  was  a  stack  of  standard 
traming  documents  that  people 
weren't  reading.  Our  challenge  was  to 
take  what  was  in  there  and  put  it  into 
a  more  presentable  form." 

Wright  explains  that  the  simula- 
tions provide  employees  with  a 
breathing,  moving  perspective  of 
Chevron's  setup  rather  than  a  bu- 
reaucratic skeleton  in  a  weighty 
manual.  Like  watching  the  traffic 
levels  increase  in  SimCity,  Chevron 
employees  see  the  tankers  bringing 
the  raw  product  to  the  refinery  and 
watch  as  it  is  transformed  into  vari- 
ous types  of  fuel.  Instead  of  annual 
city  budgets,  SimRefinery  creates  fi- 
nancial reports.  The  user  decides 
which  fuel  to  produce  and  where  to 
beef  up  or  slash  budgets. 

Wright  speaks  of  Maxis'  success: 
"It's  the  nature  of  the  medium  we 
are  working  in.  You  can  read  about 
the  structure  of  our  federal  budget, 
for  instance,  and  it's  a  very  static 
thing  on  paper.  When  you  are  play- 
ing a  game,  you're  involved  in  a 
process,  not  a  static  structure.  Be- 
cause it's  interactive,  you  are  actual- 
ly shaping  the  process." 

— Kevin  Hogan 


to  link  a  growing  number  of  human 
and  synthetic  minds  into  a  common 
HL  thinking/leaming  loop. 

Quicker  Response  to  Customers 

EDI  lets  computers  within  differ- 
ent organizations  share  informa- 
tion, thus  ehminating  the  costly 
and  error-conducive  task  of  manually 
filling  out  forms  and  entering  data. 

The  savings  that  can  be  achieved 
just  by  eliminating  rekeying  errors  are 
substantial.  Motorola's  revamped  fi- 
nancial reporting  network,  for  in- 
stance, cut  the  error  rate  from  one 
mistake  out  of  every  75  bits  (or  char- 
acters) of  information  to  less  than  one 
in  2,700.  And  zapping  paperwork  adds 
to  EDI's  payoff.  By  replacing  100  per- 
cent of  the  paper  forms  used  in  pur- 
chasing, R.  J.  Reynolds  has  cut  the 
:ost  of  processing  an  order  from  about 
100  to  less  than  $1. 
EDI's  potential  extends  beyond 
these  basic  savings.  "The  real  strategic 
impacts  of  EDI  include  improved  qual- 
ity and  much,  much  quicker  response 
to  customer  demands,"  says  Howard 
\4cKenna,  EDI  program  manager  at 
Electronic  Data  Systems.  Astonishing- 
y,  no  more  than  one  percent  of  Amer- 
can  companies  are  currently  using 
iDI.  However,  the  cost,  quality  and 
jompetitive  advantages  of  the  services 
t  provides  would  seem  to  ensure  its 
apid  spread. 

Retailers  hke  Wal-Mart,  Kmart,  The 
Lunited,  Home  Depot  and  Toys  'R'  Us 
lave  been  pushing  the  leading  edge  of 
;his  information  technology  revolu- 
ion.  The  stores'  EDI  systems  permit 
uipphers,  such  as  Procter  &  Gamble, 
General  Motors  (auto  parts)  and  others, 
:o  monitor  sales  and  shelf  inventories 
/irtually  by  the  minute,  write  their 
)wn  electronic  purchase  orders  into 
he  retailers'  computers  and  get  paid 
lutomatically  via  electronic  funds 
ransfers  from  the  retailers'  bank  ac- 
•(  )unts  to  their  ovm. 

That's  just  a  drop  m  the  bucket, 
rhe  vastly  greater  reservoirs  of  real- 
/v'orld  data — such  as  raw  materials 
■trices,  analyst  reports  and  government 
.tatistics — pooled  by  expanding  EDI 
let  works  become  fodder  for  applying 
.upercomputer  intelligence  to  detect- 
ng  subtle  patterns  and  trends.  No  one 


should  have  been  surprised  when  The 
Limited  recently  joined  MCC,  the 
Austin,  Tex.-based  advanced  informa- 
tion technology  R&D  consortium. 
Leading  retailers  like  Wal-Mart  and 
Kmart  already  are  important  cus- 
tomers for  supercomputers. 

EDI  creates  both  the  means  and  the 


imperative  to  speed  up  marketing  and 
production  decisions.  Example:  Re- 
searchers now  find  that  customers  who 
are  embarrassed  or  annoyed  by  human 
interviewers  will  respond  to  an  "im- 
personal" computer  survey  that  feels 
more  like  a  video  game  than  an  oral 
exam.  A  statistical  program,  hke  one 
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from  Sawtooth  Software  Inc.,  inter- 
prets the  answer  to  one  question  and 
designs  the  next  question  on  the  fly, 
saving  time  by  zeroing  in  on  the  trade- 
offs consumers  will  make  between, 
say,  price  and  quality. 

Put  that  kind  of  information  on  the 
same  EDI-linked  network  with  sales, 
inventory  and  financial  data.  Then 
throw  in  artificial  intelligence  exper- 
tise Hke  the  automated  concurrent  en- 
gineering system  being  developed  at 
Stevens  Institute  of  Technology,  Hobo- 
ken,  N.J.  For  the  first  time,  design 
teams  can  determine — even  as  they  are 
creating  a  virtual  product — how  much 
money  and  time  it  will  take  to  pro- 
duce, deliver  and  distribute  a  new 
product;  who  will  be  most  likely  to 
buy  it  and  why;  and  who  will  be  best 
able  to  sell  it  and  how. 

Groupware — Merging  with  edi 

Groupware's  impact  on  hyper- 
business  is  at  least  as  profound 
as  EDI's:  it  is  making  the 
shared  expertise  of  teamwork  the  stan- 
dard for  almost  every  type  of  business 
and  organization.  Because  the  evolu- 
tion of  groupware  standards  is  tied  up 
with  the  move  toward  client/server  ar- 
chitectures, it  is  a  complex  and  uncer- 
tain process. 

The  pioneering  Lotus  Notes  re- 
mains the  most  influential  product  in 
the  groupware  field.  When  MCI  Com- 
munications Corp.  started  dabbling  in 
the  use  of  Lotus  Notes  groupware  in 
1990,  its  management  was  cautious 
about  the  prospect  of  empowering  em- 
ployees but  also  determined  to  find 
ways  to  activate  and  improve  team- 
work, according  to  Peter  Olson,  MCI's 
vice-president  for  architecture  and  con- 
trol. "Terminology  is  a  huge  block  to 
teamwork,"  he  explains,  "but  with 
Notes  everyone  agrees  to  terms  in 
hours  instead  of  months,  and  then 
they  stay  current  all  the  time  with 
what  they're  working  on." 

Although  Olson  admits  some  sta- 
tus-conscious executives  resisted,  the 
grass-roots  movement  of  die-hard 
Notes  fans  was  unstoppable  and  insa- 
tiable. Today,  1,000  MCI  employees 
use  Notes  to  access  400  applications 
on  35  servers;  eventually,  the  company 
plans  to  provide  Notes  to  all  30,000  of 


Simulate  first 
will  be  the 
watchword, 
whether  it's  for 
-total  quality  man- 
-  agement,  virtual 
corporations,  or 
integration  within 
or  across  enterprises. 


its  employees.  "We're  spreading  it  by 
sending  current  users  to  work  with 
other  units,"  says  Olson. 

The  more  serious  obstacles  to 
groupware's  flowering  are  limitations 
in  the  communication  links  among 
the  many  workstation  nodes  of  exist- 
ing enterprise  networks.  "Existing  digi- 
tal networks  are  designed  to  move 
packets  of  information  in  a  sort  of 
stop-and-go  traffic  pattern,"  explains 
Toby  Trowt-Bayard,  a  network  archi- 
tect at  Sequent  Computer  Systems, 
Beaverton,  Oreg.  "Computers  don't 
mind  choppy,  erratic  information,  but 
the  human  eye  and  brain  are  annoyed 
by  it."  To  take  groupware  to  the  level 
of  what  Trowt-Bayard  terms  "virtual 
travel  to  virtual  meetings,"  you  need 
isochronous  communications:  voices, 
images  and  data  must  be  so  smoothly 
synchronized  that  they  seem  to  be  sent 
and  received  instantaneously. 

The  good  news  is  that  the  standard 
for  that  kind  of  communication  has  ar- 
rived, and  it  goes  by  names  like 
isochronous  Ethernet  and  ATM  (asyn- 
chronous transfer  mode — no  relation 
to  automated  teller  machines).  Sys- 
tems analysts  expect  that  within  about 
three  years,  isochronous  Ethemet  and 
ATM  networks  will  be  sufficiently 
widespread  to  bring  the  full  potential 
of  video  groupware  to  fruition. 

There  is  little  reason  to  doubt 
that  EDI  and  groupware  are  poised 
not  only  to  explode  but  to  converge. 


BOTTOM  Line — No  More  Business 

AS  USUAL 

Hypermation,  virtualizing  and| 
performance  support — putting 
it  all  together  is  now  the  major 
task  faced  by  management.  But  thei 
voices  from  the  cutting  edge  of  the  HL 
revolution  warn  that  organizational! 
traditions  stand  in  the  way. 

As  Peter  Drucker  wrote  two 
decades  ago,  shedding  the  past  is  a  pre- 
requisite of  strategic  management.  Hy-| 
permation  demands  that  management! 
undo  much  of  what  is  perceived  as 
"business  as  usual,"  or  at  least  stop 
trying  to  preserve  what  the  accelerat- 
ing wave  of  digital  implosion  insists 
on  sweeping  away.  In  fact,  many  of 
the  boundaries  upon  which  traditional 
business  organizations  are  structured 
have  become  barriers  to  hypermation. 
The  traditional  boxes  that  crisply  sep- 
arated owners,  managers  and  workers 
are  fast  becoming  transparent  and 
fuzzy. 

The  HL  loop  also  obliterates  the 
economic  value  of  academic  expertise, 
making  such  expertise  the  property  of 
systems  and  networks  rather  than  indi- 
viduals. In  cyberspace,  ideas  and  perfor- 
mance are  judged  on  their  merit,  not 
on  the  status  or  credentials  (or  race, 
gender,  creed,  national  origin)  of  their 
source,  which  may  or  may  not  even  be 
human.  Consultant  Gloria  Gery,  for 
one,  cautions  that  "one  of  the  most 
costly  mistakes  a  business  can  make 
today  is  to  confuse  performance  sup- 
port with  training  or  education."  Hy- 
permation will  require  that  businesses 
shed  their  infatuation  with  the  "right" 
diplomas  from  the  "top"  schools,  con- 
centrating instead  on  people's  knowl- 
edge and  skills,  and  on  providing  what- 
ever support  the  employees  need  to 
improve  their  performance. 

No  company  has  to  adopt  any  HL 
technology  or  practices,  but  every  busi- 
ness will  have  to  meet  the  challenge 
presented  by  leading-edge  companies 
that  have.  Desert  Storm  served  as  a 
graphic  harbinger  of  the  basic  strategic 
options  now  faced  by  all  modem  busi- 
nesses: hypermation  or  Saddamation. 
The  choice  is  yours.  ® 


Lewis  f.  Perelman  is  the  author  of 
School's  Out  (1992,  WiUiam  Morrow). 
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!;tter  Ways  Of  jRMtittrFoR  Better  Ways  Of  Working 


3mpetition  is  fierce.  Times  have  changed.  And,  your  employees  need  better 
r  g  and  education  to  keep  up.  Better  ways  of  working.  Better  ways  of  competing. 

19  We  can  help  you  train  for  change.  We're  ITC,  leaders  in  the  world 
ilM  of  interactive  multimedia  training.  Our  innovative  approach  to  training 
liH  helps  you  solve  the  workplace  challenges  we  all  encounter  today: 
'  literacy,  productivity,  and  quality.  Our  extensive  library  of  Activ® 
'  live  multimedia  courseware  cuts  training  costs,  and  lets  your  employees  learn 
i  ir  own  pace,  based  on  their  individual  abilities.  Your  employees  will  learn 
(I better,  and  retain  more, 

nd  out  how  interactive  multimedia  training  can  make  a  difference  in  your 
1  ny  Call  1-800-638-3757  or  send  in  the  coupon. 


YES!  Send  Me  A  Free  Copy  Of 
"Interactive  Multimedia  In  Training 
And  Education." 

Name  

Title  

Company  

Address  

City  

State/Zip  

Phone  (  )  

Mail  To:  Industrial  Training  Corporation 
13515  Dulles  Technolooy  Drive 
Herndon.VA  2207 1-34  fe 


By  Glenn  Rifkin 


Qaofor 


Chief  information  officers  are  engaged  in  a 
battle  for  survival  and  in  many  companies 
the  war  is  going  badly  indeed.  What  is 
going  onl  High  expectations  and  no  real 
power,  say  beleaguered  CIOs.  But  senior 
managers  tell  a  different  story. 

During  the  height  of  the  Persian  Gulf  war,  the  U.S.  anned  forces  launched  a 
ground  offensive  unparalleled  in  the  history  of  warfare.  The  Third  Armored  Divi- 
sion scorched  across  180  miles  of  desert  in  a  single  night  in  pursuit  of  Iraq's  over- 
matched forces.  No  army  had  ever  moved  so  far  so  quicldy  as  the  U.S.  troops  did 
that  night. 

The  American  reconnaissance  planes  in  the  skies  above  the  desert  possessed 
data  about  the  precise  positioning  of  Iraqi  armored  vehicles,  information  vital  to 
the  success  of  the  engagement.  Yet  when  the  ground  troops  were  almost  within 
sight  of  the  Iraqis,  they  were  forced  to  stop  for  hours.  Scouts  had  to  be  sent  ahead 
to  find  out  what  lay  beyond  the  sand  dunes.  The  problem:  no  interoperable  com- 
munication links  had  been  set  up  to  transmit  data  between  the  planes  and  the 
ground.  Formats  had  never  been  written  to  handle  such  transmission.  Talk  about 
angry  end-users! 

Ultimately,  the  delay  had  little  impact  as  U.S.  and  allied  ground  forces  put  a 
swift  end  to  the  battle.  But  military  information  systems  personnel  were  gravely 
concerned  about  the  inabiUty  of  the  planes  to  transmit  data  to  the  ground  troops. 
Paul  Strassmann,  then  Department  of  Defense  chief  information  officer,  said  the 
problem  stemmed  from  an  anarchy  of  systems  in  the  military— 1 1,000  main- 
frames, 1,700  data  centers  and  40,000  local  area  networks— virtually  none  of  which 
could  talk  to  one  another. 
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Strassmimn  had  inherited  both 
the  chaos  and  the  frustration.  The 
proliferation  of  networked  comput- 
ers, unchecked  and  often  incom- 
patible, has  created  "information 
pollution,"  Strassmann  says,  along 
with  a  formula  for  potential  disas- 
ter. He  believes  the  military's  IT 
problems  are  simply  a  macrocosm 
of  corporate  woes. 

Pounded  from  all  sides,  IT  is 
struggling  to  transform  itself  from 
a  Httle-respected  service  unit  into 
a  strategically  effective  and  proftt- 
enhancing  partner.  However,  this 
metamorphosis  is  burdened  by  the 
past.  "IT  and  the  CIO  are  not  part 
of  the  historical  power  structure  of 
the  business,"  says  Ray  Manganel- 
li,  president  and  CEO  of  Gateway 
Management  Consulting  in  New 
York  City. 

Yet  expectations  are  higher 
than  ever.  "The  tragedy  is  that  cor- 
porations with  anarchy  in  the 
streets  hire  a  man  on  a  white 
horse,  a  CIO  who  will  straighten 
out  everything  in  two  years," 
Strassmann  says.  "That's  not  the 
way  to  do  it;  the  guy  must  fail." 


Many  war  Storie< 


-But 


Who  is  to  Blame? 

At  a  New  York-based  $3.5  billion 
construction  company,  for  exam- 
ple, the  information  systems  de- 
partment spearheaded  a  massive 
downsizing  effort,  moved  from  main- 
frames to  PC-based  networks,  set  out 
standards  and  tried  to  be  an  agent  of 
change.  Its  work  was  lauded  in  trade 
publications  and  copied  by  other  com- 
panies. The  reward:  upper  management 
slashed  the  budget  despite  growing  de- 
mand for  new  products  and  support 
from  the  company's  users.  The  CIO  lefr 
in  frustration. 

At  Black  &  Decker  in  Towson,  Md., 
Sid  Diamond  earned  kudos  for  leading 
a  massive  decentralization  of  the  $5 
billion  company's  IT  department.  He 
also  earned  early  retfrement.  Diamond, 
who  left  in  1992,  says  he  would  have 
preferred  to  stay  on  but  was  not  inter- 
ested m  a  maintenance  job.  He  claims 
he  is  not  bitter  and  settled  what  he 
calls  a  "reasonable"  severance  deal 
with  Black  &  Decker  when  he  depart- 


IMPOSSIBLE  STRETCm  Senior  managers 
complain  that  IT  pros  must  become  savvy  busi- 
ness partners.  But  now,  client/server  computing 
demands  ever  sharper  technology  skills. 


ed.  He  is  one  of  many  award-winning 
CIOs  with  impressive  credentials  for 
whom  the  corporation  could  find  no 
suitable  new  position. 

Make  no  mistake,  there  are  plenty 
of  highly  successful  IT  organizations. 
Hosannas  are  regularly  sung  for  the 
technology-driven  prowess  of  Federal 
Express  and  Mrs.  Field's  Cookies.  Yet 
consultants  believe  that  the  success 
stories,  many  of  which  have  been  trot- 
ted out  repeatedly  for  years,  make  up 
just  a  small  percentage  of  most  corpo- 
rate IT  experiences.  They  insist  that  up- 
wards of  80  percent  of  coiporate  IT  de- 
partments are  suffering  serious  pain: 
high  turnover,  low  morale,  low  esteem 
in  the  eyes  of  other  corporate  depart- 
ments, and  a  morass  of  technical  and 
strategic  problems  with  few  solutions. 
"This  is  the  cold,  hard  Hght  of  dawn 


for  IS,"  says  Bill  Laberis,  editor-ii 
chief  of  Computerworld,  a  weekl 
newspaper  aimed  at  informatio: 
systems  professionals. 

Many  observers  beUeve  IT  is  o: 
the  verge  of  drastic  change,  pei| 
haps  extinction.  The  functio: 
could  well  be  dissolved  as  a  sepa 
rate  corporate  unit  and  funnelc 
out  to  various  departments  whicij^ 
would  either  farm  out  thefr  tec 
nology  requirements  to  outside 
providers  or  hfre  thefr  ovm  tec! 
nology  gurus.  "IT  as  we  know 
wiD  not  exist,"  says  Susan  Falzon 
a  principal  at  CSC  Index  in  Cam 
bridge,  Mass. 

The  squeeze  is  on.  Andersel 
Consulting,  for  example,  createo 
nearly  two  years  ago  a  new  arei 
within  its  reengineering  practic( 
devoted  to  information  technology 
departments.  William  Stoddard 
the  Andersen  partner  in  charge  o 
the  unit,  says  business  is  booming 
growing  more  than  30  percent 
year.  Revenues  are  up  to  $65  mil 
lion  as  IT  finds  a  way  to  under 
stand  its  own  business  processes 
within  a  modem  context. 

it's  dilemma  is  not  surprismj 
to  those  close  to  the  profession 
The  wrinkled  brows  were  evident 
nearly  a  decade  ago,  when  persona 
computers  made  their  entrance 
into  corporations,  disrupting  3C 
years  of  unquestioned  monarchy 
on  the  part  of  the  high  priests  of  what 
was  then  called  data  processing.  Sud- 
denly the  levees  were  breached.  Com- 
puting power  spread  like  Mississippi 
floodwaters  into  business  units  anc 
onto  desktops.  IT  reacted  by  raising  bar- 
riers, closing  ranks  and  seeking  control 
Skirmishes  tumed  into  full-scale  bat 
ties  as  company  departments  lookec 
outside  corporate  boundaries  for  an 
swers.  Academics  and  consultants! 
wamed  IT  pros  that  they  must  climbi 
out  of  the  glass  house,  develop  inter- 
personal skills  and  become  savvy  busi- 
ness partners. 

The  "IT  as  Business  Partner"  semi- 
nar market  exploded — nearly  every 
technology  consultancy  from  Andersen' 
Consulting  to  CSC  Index  offered  varia- 
tions on  the  theme — but  the  net  result 
has  been  more,  not  less,  confusion.  If 
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■Mew  and  iMPRovEd 


mLUE/SCREEN  HI 

The  more  powerful  stock  selection  software  that 
turns  your  PC  into  your  personal  investment  manager. 


■ 


VALUE/SCREEN  III 

Screen  Data  Base 


VALUE  LINE 

•  RANKINGS 

•  STATISTICS 
•PROJECTIONS 


Variable  <=> 


Stock  List 

P-E  Ratio  < 

Price  Stab  > 

BookValP/S  <= 

PrjEPSGr  =>. 


Value  #  Of  Stocks 


Try  it  for  two  months  for  just  $59 
with  our  special  introductory  offer. 

Take  a  look  at  all  the  data,  power,  and  flexibility  that  Value 
Line  packs  into  its  improved  Value/Screen  III  stock  selection 
software.  Don't  be  surprised  if  a  single  thought  comes  to  mind: 
I  have  to  have  it." 

Because,  in  addition  to  giving  you  49  screening  criteria  on  over 
1,600  stocks,  this  state-of-the-art  software  has  been  overhauled 
and  upgraded  to: 

'  Bring  you  a  total  of  80,000  Value  Line  data  items  — 

including  our  acclaimed  Timeliness™  and  Safety™  rankings. 
'  Let  you  create,  save  and  recall  as  many  as  20  of  your  own 
variables. 

•  Provide  even  more  formats  for  exporting  your  data  to 
spreadsheets,  databases,  and  v/ord  processors. 

•  Utilize  your  computer's  extended  and  expanded  memory. 

•  Furnish  business  summaries  of  all  1,600+  stocks. 
(Updated  quarterly.) 

What  all  this  means  of  course  is  that  you  have  total  control 
over  how  you  manipulate  data  to  screen  stocks...  and  make 
smarter  buy/sell  decisions.  You  can  easily  keep  tabs  on  indi- 
vidual stocks,  groups  of  stocks,  or  your  entire  portfolio...  and 
produce  your  own  customized  reports. 

For  example,  you  can  use  the  software  to  screen  for  stocks 
selling  below  book  value,  with  debt  under  29%  of  capital  and  30% 
"  annual  earnings  growth  since  1987  —  and  within  seconds  have 
the  names  of  companies  that  may  be  the  best  bargains  on  Wall 
Street. 

Act  now!  Your  introductory  subscription  brings  you  all  the 
program  software  plus  two  monthly  Value  Line  data  disks  for 
just  $59.  (IBM  and  Macintosh  versions  available.) 


To  place  your  order,  call  toll  fee: 
1-800-535-9648  Ext.  2785 

Please  have  your  American  Express,  VISA,  or 
MasterCard  ready.  Or  fill  in  and  mail  the  coupon  to 
Value  Line  Software,  711  3rd  Avenue,  NY  NY  10017-4064 
 1 

Dept.616F25 

Value  Line  Software 

711  3rd  Avenue,  NY  NY  10017-4064 

□  YES,  please  send  me  the  VALUE/SCREEN  III  Software 
at  your  special  introductory  rate  of  $59  for  two  months. 

(NY  residents  add  sales  tax  ! 

□My  payment  is  enclosed.  DPlease  charge  my: 
□American  Express  DMasterCard  DVISA 


Card# 

Exp.  Date 

Signature 

Name 

Address 

Phone# 

City 

State  Zip+ 

Personal  computer  equipment:  (Minimum  memory:  640K) 
□  IBM  3  V2"     □  IBM  5  1/2"  □  Macintosh 

Non-refundable  offer  available  only  once  every  two  years  per  household  VALUE/SCREEN  I 
registered  trademark  of  Value  Line,  Inc 


—  C  I  O  s  to  Go 


anything,  senior  IT  executives  took 
their  eyes  off  the  technology  at  the  pre- 
cise moment  when  computing  was  be- 
coming more  complex  than  ever  before. 
As  rat's  nests  of  networked  PCs  and  pe- 
ripherals crisscrossed  corporate  land- 
scapes, integration  of  these  disparate 
systems  became  an  IT  nightmare. 

What  is  notable  is  that,  despite  10 
years  of  discussion,  promotion,  hype 
and  hope,  IT  has  made  precious  httle 
progress  in  embracing  the  new  para- 
digm of  computing  in  the  corporate 
world.  If  anything,  the  situation  is 
worse  than  ever. 

"I'm  not  even  close  to  satisfied," 
says  a  manager  at  a  giant  Connecticut- 
based  insurance  company  about  his  re- 
lationship to  IT.  "In  my  part  of  the 
company  [commercial  business  insur- 
ance] there  is  a  very  strong  negative 
perception  of  IT.  We  think  it  threatens 
our  business." 

This  manager,  who  requested 
anonymity,  says  IT  is  trying  to  cut 
transaction  processing  costs  but  has 
been  unable  to  deliver  strategic  new 
support  cost-effectively.  He  blames  both 
IT  and  the  user  community  for  lacking 
the  analysis  skills  to  define  require- 
ments from  the  business  side  of  the 
house.  He  adds  that  communication  is 
"primitive."  Each  side  has  trouble  un- 
derstanding the  other's  needs.  "We  are 
spending  roughly  $60  million  on  this 
system.  We  could  give  ourselves  every- 
thing we  need  for  $20  milhon." 

The  most  visible  casualties  of  such 
misunderstandings  are  the  CIOs,  who 
are  losing  jobs  at  an  alarming  rate. 
They  are  often  blamed  by  irate  CEOs 
for  spending  too  much  and  having  too 
little  to  show  for  it.  "CIOs  are  being 
fired  at  twice  the  rate  of  any  other  pro- 
fessional in  the  country,"  Gateway's 
Manganelli  states,  referring  to  surveys 
his  company  conducts  regularly  with 
CIOs  and  CEOs. 

Turnover  among  CIOs  is  higher  (up 
20  percent  in  just  a  year  to  a  20-percent 
rate,  according  to  Deloitte  &.  Touche) 
than  among  any  other  senior-executive- 
level  position — and  is  rising.  The  aver- 
age tenure  of  a  CIO  is  less  than  five 
years.  A  third  who  leave  jobs  are  fired. 
The  highway  from  corporate  computer 
room  to  consultant  office  is  crowded 
with  disgruntled  technology  veterans. 


REVENGE  OF  THE  NERDS  Lmed  by  milhun-dollar  compensation  packages,  star 
CIOs  move  from  one  big  job  to  another — never  settling  down  to  accomplish  any- 
thing, say  the  critics.  Spurned  and  angry  companies  are  beginning  to  downsize 
the  role  or  ehminate  it  altogether. 


WHILE  HEADS  ROLL,  THE  RICH  GET  RICHER 


MANY  CIOs,  some  with  glittering  resumes  and  citations  in  the  trade  press,  are 
dropping  hke  autumn  leaves.  The  cream  of  the  1980s  crop,  such  as  George 
DiNardo  at  Mellon  Bank,  John  Hammitt  at  United  Technologies,  Sid  Dia- 
mond at  Black  Decker,  John  Kohler  at  Kimberly-Clark,  John  Alexander  at 
Unum,  and  a  long  list  of  others,  are  out.  Some  were  fired;  others  took  early  re- 
tirement; stUl  others  worked  themselves  out  of  jobs.  Many  have  become  con- 
sultants and  often  echo  the  sentiment  that  the  CIO's  job  is  far  tougher  than 
the  CEO's. 

Jay  Gaines,  a  New  York-based  executive  search  consultant  specializing  in 
IT,  says  the  game  of  CIO  musical  chairs  is  slowing  down,  but  not  for  positive 
reasons.  "In  the  late  '80s,  early  '90s,  CIOs  would  get  one  big  job  after  anoth- 
er," he  says.  "They'd  never  seem  to  settle  down  or  accomphsh  anything.  Now 
companies  are  starting  to  either  ignore  the  role  or  downsize  it." 

Nonetheless,  the  CIO  continues  to  command  an  astronomical  salary.  Re- 
cruiters are  hot  on  the  trail  of  technology  chiefs  who  display  the  requisite 
technology  and  business  combination,  and  CEOs  are  willing  to  open  the  purse 
strings  to  get  the  perceived  savior. 

Compensation  packages,  particularly  in  technology-intensive  industries 
like  finance  and  insurance,  are  now  in  the  $300,000  to  $1  million  range. 
Computerworld  recently  reported  that  CIO  Ron  Ponder  earned  a  whopping 
$2.2  milhon  from  Sprint  Corp.  before  being  spirited  away  to  AT&T  to  become 
its  first-ever  CIO.  "The  best  headhunters' know  who  all  of  us  are,"  says 
Michael  Packer,  managing  director  of  information  systems  at  Bankers  Trust. 
"It's  not  a  difficult  fraternity  to  get  visibility  in.  Everybody  is  getting  calls." 

CEOs  who  beheve  they  can  solve  their  technology  problems  by  bringing  in 
a  miracle  worker  are  destined  to  be  disappointed,  say  those  who  have  wit- 
nessed the  carnage.  "CIOs  have  always  been  highly  paid  because  the  demand 
is  high,"  Gaines  says,  "but  it  often  goes  awry.  Companies  pay  big  salaries  to 
the  v^ong  people." 
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Why  fAKE 


Their  Computer  Can 
Tell  Them  Everything 
They  Need  To  Know. 


E  L  E  C  T  R  0  N  I  C     P  E  R  F  0  R  M  A  N  C  E    SUPPORT  (EPS) 


IS  the  information  age  alternati\'e  to  traditional  training  and 
support  techniques.  EPS  effects  quick  and  satisfying  employee 
perfonnance  m  your  mission  cntical  system.  With  EPS  your 
computer  delivers  highly  customized,  job-related  help  and 
knowledge  to  employees  at  the  time  they  are  actually  per- 
fomiing  their  job. 

With  a  touch  of  a  button  your  employees  gain  immediate, 
individualized,  on-line  access  to  the  full  range  of  information, 
software,  guidance,  advice,  data,  images,  and  tools  necessary 
for  their  optimal  performance  of  important  close-to-the-cus- 
tomer  tasks  in  )'our  propnetar)'  system. 

As  an  active  learning  tool,  EPS  puts  people  to  work  faster 
and  better  than  traditional  training.  You  can  roll  your  mis- 
sion cntical  system  out  faster  because  you've  made  the  train- 
ing phase  virtual.  And  the  learning  curve  is  cleared  more 
rapidly  because  your  employees  learn  your  system,  as  they  do 
their  work.  It  is  also  a  tool  of  empowerment.  EPS  places  the 
nght  information,  knowledge,  and  advice  wiih  your  empow- 


ered employees  and  managers  to  make  sure  the  new  decisions 
you're  asking  them  to  make  turn  out  to  be  the  right  ones. 

Comware  Incoporated  is  the  pioneer  of  Electronic 
Perfonnance  Support  systems.  In  the  customized  knowledge 
transfer  business  since  1980,  Comware  developed  the  very 
first  Electronic  Performance  Support  tool  for  AT&TT  in  1988, 
and  since  then  has  completed  EPS  systems  for  a  host  of  other 
major  corporations.  Even  if  the  roll-out  of  your  new  system 
is  imminent  you  should  take  the  time  to  learn  more  about 
Comware  and  EPS.  An  experienced  team  of  software  and 
knowledge  engineers,  and  interacti\'e  media  specialists  is 
immediately  available  to  work  widi  you,  your  Ime  management 
and  your  consultants  in  developing  an  EPS  solution  to  bnng 
your  people  up-to-speed  on  your  mission  cntical  system. 
And  in  today's  any-time  worid,  being  up-to-speed  has  never 
been  more  cntical. 
Call  513.791.4224 
or  fax  513.791.2610. 


MISSION  Critical  Performance  Support 


YOU  HAVE 

A  GREAT  IDEA  YOU 
WANT    TO  TELL 

THEWOED 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference.  even  better 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 

'©  199}  Spnni  Ct>mmiiri(  <iii<iiis  Compam  I.. I' 


we  had  enough  faith  in  a  little  thing 
called  ftber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  coum 
and  locations  around  the  world dl 
connection  so  clear  you  could  he  \ 
a...  well,  you  know.  % 
But  alas,  man  does  not  live  by 
nology  alone.  So  it's  nice  to  know 


on  nmications  company  you  can 
uc  V  communicate  with.  At  Sprint, 
pl  ;e  more  value  on  helping  people 
ve\>rward,  than  getting  them 
'k.  lat  means  delivering  the  future, 
^  \han  just  promising  it. 


So  the  next  time  you  have  a  great  Because  with  Sprint  you  have  the 

idea,  don't  be  shy.  And  don't  wait  for        world  now.  And  the  power  to  share  it 
someone  else  to  bring  you  the  technol-      with  anyone,  anywhere,  anytime, 
ogy  that  lets  you  spread  the  word.  ^ 


Be  there  now. 

I-HOO'PIN-DROP 


CoivitviON  Bugaboos  Haunting  cios 

SiD  OiAMOND,  former  CIO  at  Black  &  Decker  in  Towson,  Md.,  is  a  30-year  informotion  tech- 
nology veteron.  Like  many  of  his  peers,  he  has  left  behind  the  world  of  corporate  systems 
to  hont;  out  a  consultant's  shingle.  Not  surprisingly,  Diamond  specializes  in  helping  compa- 
nies confront  their  IT  woes.  He  recently  completed  a  round  of  interviews  with  70  ClOs,  who 
reported  o  number  of  common  themes  haunting  their  lives. 

•  Great  Expectations  There's  a  huge  expectation  gap  among  users,  senior  managers  and  IT. 
Users  believe  they  can  quickly  develop  a  PC-based  approach  to  solving  a  business  problem 
rather  than  woiting  six  months  or  longer  for  a  production  system  built  by  IT.  Neither  senior 
management  nor  users  tend  to  understand  that  these  quick  but  isolated  solutions  eventually 
lead  to  increosed  cost  and  chaos  as  IT  tries  to  retrofit  such  systems  into  a  cohesive  network. 

•  Pressure  A  vastly  compressed  cycle  of  change  is  now  influencing  business,  with  time  to 
market  shrinking  and  global  competition  increasing.  The  pressure  is  on  IT  to  respond. 

•  Lip  Service  Senior  management,  despite  pronouncements  in  support  of  IT,  is  simply  not 
involved  in  the  IT  function  to  the  necessary  degree.  The  CEO  must  have  a  solid  interest  in 
and  understanding  of  what  IT  is  trying  to  do.  The  CIO  must  establish  a  strong  rapport  with 
the  CEO  and  an  open  channel  of  communication  with  top  corporate  officers.  The  CIO  also 
needs  to  be  involved  in  business  planning.  This  has  not  happened  in  many  companies. 

•  Tied  to  the  Past  IT  executives  spend  70  percent  of  their  resources  to  maintain  legacy 
systems.  While  tied  to  this  anchor,  they  face  rapidly  increasing  technology  advances: 
changes  in  key  technologies  every  two  to  three  years  as  opposed  to  the  eight-  to  1 0-year 
cycles  in  the  post.  Thus,  the  CiO  doesn't  have  an  adequately  troined  staff  in  either  quality  or 
numbers  to  deploy  new  technology. 

•  Shaking  the  Tree  Politics  associated  with  IT  are  intense  as  fights  over  costs,  timing, 
ownership  and  performance  of  systems  continue  throughout  the  corporate  hierarchy.  Lack 
of  interpersonal  skills  often  hinders  IT  executives'  ability  to  resolve  such  disputes  in  o  pos- 
itive manner. 

•  The  Learning  Curve  Corporations  haven't  focused  on  training  business  unit  managers 
and  end-users  to  understand  the  IT  function  and  its  requirements.  Thus,  there  con  be  no 
common  ground,  and  expectations  on  both  sides  tend  to  be  unrealistic. 

•  The  Center  Cannot  Hold  There  is  a  steady  movement  of  IT  resources  and  application- 
development  initiatives  out  into  the  business  units,  away  from  a  central  IT  organization, 
which  leaves  a  weakened  and  powerless  IT  presence  ot  a  senior  level.  A  strong  corporate 
presence  is  necessary  to  eliminate  redundancies,  set  global  standards  and  guidelines,  and 
continue  to  build  the  infrastructure,  especially  in  telecommunications. 

•  The  Grass  Is  Always  Greener  Senior  management  is  unhappy  after  rending  about 
strategic  systems  in  other  companies  which  they  don't  see  in  their  own,  even  after  spending 
millions  of  dollars  on  technology.  Senior  management  is  seeking  IT  miracle  workers. 


"It's  worse  than  when  I  left  in  1989, 
and  it  was  deplorable  then,"  says  Ron 
Brzezinski,  who  was  CIO  of  Quaker 
Oats  and  is  now  president  of  Transfor- 
mation Associates,  an  information  sys- 
tems consultancy  in  Wilmette,  111.  "A 
lot  of  people  do  see  the  demise  of  the 
senior  executive  position  in  IT.  Many 
companies  have  not  replaced  the  CIOs 
as  they  are  leaving." 

Bernard  "Bud"  Mathaisel,  former 
CIO  at  The  Walt  Disney  Co.  and  now 
director  of  Ernst  Young's  Center  for 
Information  Technology  and  Strategy  in 
Boston,  says  he  began  conducting  a  sur- 
vey of  50  CIOs  in  April.  But  by  August 


at  least  four  of  the  most  prominent 
CIOs  he  had  contacted  had  left  their 
posts.  Mathaisel  says  the  pendulum  has 
clearly  svmng  back  from  the  late  1980s, 
when  CIOs  were  asked  to  be  business- 
oriented,  to  today's  need  for  a  sharp 
focus  on  both  business  and  technology. 

Can  they  do  both?  Mathaisel  says 
CIOs  must  provide  a  great  deal  of  un- 
derlying complexity  with  a  very  simple 
interface  to  the  user.  They  must  get 
the  information  utihty  operating  at  the 
very  lowest  cost  while  shaping  the 
strategic  capabilities  of  the  company. 
"It's  an  extremely  difficult  job,"  admits 
Mathaisel. 
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The  rank  and  file — the  program 
mers,  systems  analysts,  maintenance^')' 
and  support  specialists — are  not  im^ 
mune  to  the  pain  either.  Legacy  sys' 
tems  tend  to  be  run  by  legacy  people 
Programmers  whose  skills  are  based  ii 
the  world  of  COBOL  are  finding  th( 
transition  to  Unix-based  open  systems 
more  than  daimttng. 

Switching  from  the  very  structurec 
world  of  COBOL,  sometimes  after  2C 
years,  to  the  more  undisciplined  Unij 
environment  requires  different  skilli 
and  a  different  mindset,  not  a  simple 
make-over.  Programmers,  who  considei 
themselves  creative  artists  to  some  de- 
gree, are  loath  to  change  and  carmot 
easily  master  the  new  open-systems 
environment.  Not  surprisingly,  there  is 
a  serious  void  in  IT  departments  for  the 
latest  skill  sets.  "Less  than  25  percent 
of  the  people  are  catching  on,"  says 
Brzezinski. 


Shrinking  Staffs, 
High  Expectations 

Downsizing  mandates  that  have  hit 
corporations  during  the  recent  reces- 
sion have  been  particularly  hard  on  n 
departments,  whose  populations  havi 
been  reduced  dramatically.  DuPont,  foi 
example,  has  cut  33  percent  of  its  I' 
cost  structure  since  1991,  50  percent  oi 
which  came  from  personnel  cuts 
among  both  contract  workers  and  per- 
manent staff. 

As  companies  downsize  and  seek  to 
reengineer  their  business  processes,  IT's 
tattered  legions  are  expected  to  step  up, 
offer  insight  and  layer  on  the  critical 
technology  to  make  reengineering 
work.  "For  CIOs,  reengineering  is  A 
Tale  of  Two  Cities,  the  best  of  times|§vei 
and  the  worst  of  times,"  says  Man 
ganehi.  "It's  the  best  of  times  because! 
the  gurus  say  IT  will  be  very  important 
in  making  these  radical  changes  hap- 
pen. But  it's  the  worst  of  times  because 
it  is  almost  never  happening.  The  CIO 
is  almost  never  a  leader  of  the  project. 
IT  people  are  rarely  involved  in  the  for- 
mulation of  the  plan." 

Here's  another  interesting  dilemma. 
Corporate  end-users,  who  became  fed! 
up  several  years  ago  while  waiting  fort 
crucial  new  software  apphcations,  now  ipen, 
regularly  bypass  IT  to  find  their  own  ans, 
desktop  solutions.  On  the  other  hand,  pan 
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EOs,  long  content  to  cast  an  iixiiffer- 
jit  eye  on  technology,  are  now  zeroing 
with  laserhke  intensity  to  seek  an- 
vtrs  to  the  question,  What  am  I  get- 
for  the  millions  I've  been  spend- 
The  gap  simply  widens. 
A  Computerworld/ Andersen  Con- 
Iting  survey  of  CEOs,  COOs  and  CFOs 
zeals  that  more  than  half  of  top  exec- 
Jives  are  dissatisfied  with  the  return 
their  IT  investments.  David  Reams, 
|rmer  chairman  and  CEO  of  Xerox 
3rp.,  says  one  of  the  key  causes  of  IT 
istration  is  that  very  often  the  CIO  is 
3t  among  the  top  six  or  seven  key 
eople  driving  the  corporate  strategy 
jid  thus  is  not  in  sync  with  the  com- 
ly's  real  needs. 
"I'm  not  a  behever  that  the  CIO  has 
report  to  the  CEO,  but  he  or  she  has 
be  part  of  the  senior  management 
Keams  says.  "A  lot  of  compa- 
Jes  put  someone  in  that  slot  who  did 
3t  come  up  that  critical  route  and 
lay  not  have  the  necessary  broad 
jew.  You  can't  say,  'Our  DP  manager 
now  the  CIO.'  You  need  a  broad 
cer,  someone  who  is  a  partner  to 
fp  management." 
John  B.  McCoy,  chairman  and  CEO 
technology-leading  BancOne  in 
lolumbus,  Ohio,  adds  that  senior 
lanagement  continues  to  display  a  re- 
larkable  lack  of  understanding  about 
lie  technology  side  of  the  business. 
;E0s  often  give  the  IT  guy  a  lot  of 
kpe,  but  when  he  doesn't  perform,  he 
^ts  hanged.  It's  frustrating." 

The  laundry  hst  of  critical  IT  issues 
[)nfronting  a  corporation  is  daunting. 
Client/server  computing  has  not 
lerged  as  quickly,  easily  or  efficiently 
vendors  and  consultants  have  pre- 
\cted.  The  result:  IT  departments  are 
aggling  to  maintain  old  mainframe 
l^stems  while  grappling  with  stressful 
iplementations  of  new  systems, 
jromises  have  not  been  kept;  users  are 
CIO  heads  roll. 
IT  pros,  including  many  CIOs,  cut 
teir  teeth  in  a  world  where  vendors 
ce  IBM  supphed  the  answers.  Today, 
Im  and  others  are  wresthng  with  the 
ame  issues  facing  IT — how  to  shift 
|om  large,  monolithic  systems  to 
pen,  powerful,  cheaper  desktop  sys- 
Ims.  IT  can  no  longer  look  to  vendors 
Ir  answers.  Consultants  like  Andersen 


PLUMMETING  MORALE  In  the  face  of  budget  cuts  and  reduced  staff,  requests 
for  IT  services  continue  to  grow.  Not  too  many  IT  departments  are  happy  about  it. 


Consulting  and  Electronic  Data  Sys- 
tems are  only  a  few  steps  ahead  of  the 
learning  curve  themselves.  Without  ex- 
perienced guides — and  guides  are  few — 
the  route  is  perilous. 

■  There  is  a  big  difference  between 
theory  and  execution.  Warren  McFar- 
lan,  a  professor  at  Harvard  Business 
School  and  a  longtime  observer  of  the 
IT  scene,  says  that  most  leaders  in  the 
field  came  to  it  from  backgrounds  in 
math,  science  or  computer  science  and 
remain  fascinated  with  technology. 
"But  there's  a  big  difference  between 
understanding  the  change  and  feeling  it 
in  your  bones,"  says  McFarlan. 

■  Proprietary  has  become  a  dirty  word 
in  the  corporate  lexicon,  but  the  open- 
systems  promise  has  come  with  a 
price.  "Open  is  aheady  more  complex 
than  proprietary  environments,"  says 
Elaine  Bond,  former  CIO  of  Chase  Man- 
hattan Bank.  "I  predict  that  over  the 
next  couple  of  years,  the  complexity  of 
the  'plug  and  play'  environment  will 
overwhelm  us.  We  could  go  back  to 
limited-choice,  single-vendor  compo- 
nents." 

■  IT  budgets,  once  a  steady  upward 
line  on  the  growth  charts,  are  now 
nearly  flat  or  declining.  DuPont's  IT 
spending,  for  example,  dipped  from  a 
high  of  $1.2  billion  in  1991  to  $890 
milhon  this  year.  "Historically,  IT  sim- 
ply grew,"  says  DuPont's  CIO  Cinda 


Hallman.  "Maybe  for  the  first  time,  IT 
is  being  asked  to  reduce  as  well."  In 
the  face  of  cutbacks,  however,  requests 
for  IT  services  continue  to  grow.  So  be- 
leaguered IT  departments  must  do 
more  with  less. 

Some  observers  argue  that  the  CIO's 
dilemma  is  hardly  recent.  Harvard's 
McFarlan  has  tracked  the  profession  for 
decades  and  claims  that  CIO  tumover 
has  been  this  high  for  20  years.  "Even 
back  in  the  days  of  directors  of  data 
processing,  this  was  a  two-  to  two-and- 
a-half -year  job,"  he  says. 

Virtually  everyone  agrees  that  senior 
IT  management  must  refocus  on  the 
technology,  a  practice  that  went  out  of 
vogue  in  the  late  1980s.  "People  went 
too  far  toward  the  business  side,"  says 
Joseph  Ziskin,  a  consultant  with  Ernst 
&  Young's  Center  for  Information 
Technology  and  Strategy.  "You  can't  be 
a  pure  businessman  any  more  than  you 
can  be  a  pure  technologist." 

This  confhcting  set  of  demands  en- 
sures that  really  good  CIOs  may  always 
be  rare.  "It's  the  most  difficult  position 
in  the  corporate  hierarchy,"  says  Mc- 
Farlan. "The  CIO  is  asked  to  be  a 
change  agent.  But  change  agents,  no 
matter  what  the  field,  are  very  often 
shot  along  the  way."  S 

Glenn  Rifkin  wrote  about  reengineer- 
ing  at  Aetna  in  the  fime  7  Forbes  ASAP. 
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Wherever  You  Are... 


WORLD-CLASS,WORLDWIDE, 

I   Wireless  Solutions. 

fouR  Agenda  for  the  '90s  is  Clear... 


I Operational  excellence.  Value- 
led  customer  service.  Managed  growth, 
reased  profitability.  Strategic  flexibility. 
B^iybe  even  globalization. 

CSC  Intelicom,  the  telecom- 
n  mications  unit  of  Computer  Sciences 
.  irporation,  is  ready  to  help.  As  your 
\:  siness  partner,  we  can  maximize  your 
)fit  potential  in  the  face  of  an  evolving 
eless  marketplace.  With  the  broadest, 
I  )St  powerful  spectrum  of  domestic  and 
i]  ernational  business  solutions  of  any 
c  mpany  serving  the  wireless  industry. 
\  liether  it's  strategic  planning,  billing 
a  ministration,  fraud  control,  increased 
r  /enue  assurance,  or  meeting  the  needs 
:  emerging  technologies,  such  as  GSM, 

:S,  ESMR  or  cable,  CSC  Intelicom 
■  II  develop  a  system  -  or  offer  a  proven 
sllution  set  -  to  achieve  your  strategic 
I  siness  objectives.  On  time.  Safely.  With 
surprises. 


Backed  by  the  financial  stability 
and  resource  base  of  Computer  Sciences 
Corporation,  CSC  Intelicom  is  the  wireless 
carrier's  full  technology  partner.  During  the 
last  16  years,  we  have  played  a  major  role 
in  the  development  of  telecommunications 
technology.  And  you  can  count  on  our 
continually  expanding  base  of  core  compe- 
tencies for  the  wireless  solutions  you  need 
to  make  your  business  prosper. 

CSC  Intelicom.  World-class,  world- 
wide, wireless  solutions.  Now  available... 
wherever  your  business  takes  you. 


CSC  INTEUCOM 
Wi^^       A  Unit  of  Computer  Sciences  Corporation 

6707  Democracy  Boulevard 
Suite  1000 

Bethesda,  Maryland  20817 
1.800.245.5776 


because  ^me  things  are  worth  saving. 


Yeah,  like  time,  money  and 
good  oi' Mother  Eartli. 
Introducing  the  IBM®  PS/2®E 
available  at  MicroAge. 
A  new  generation  of  computer 
designed  for  a  new  age  and  a 
new  way  of  doing  business. 

Waste  Mot. 

The  Energy  Star-compliant 
PS/2  E  uses  less  power  than 
other  PCs.  Dramatically  less. 
So  it  saves  you  money  and  our 

riatural  resources.. 
■  In  fact- ajcompany  with  an; 
installed  base- of  1,000  IBM 
PS/2  E  systems  could  save 


more  than  $100,000  per  year 
on  electricity  costs  alone  * 

Also,  since  the  PS/2  E  is " 
made  from  recyclable  materials, 
it  won't  burden  our  landfills  when 
it  reaches  the  end  of  its  life. 

The  CPU  base  is  only  12" 
square.  It  even  keeps  cool 
without  a  fan,  so  there's  no  . 
noise  to  distract  users. 

And  the  two-piece  key- 
board Is  truer  to  your  hands. 
Its  unique  TrackPoint  11™  . 
pointing  device  works  with  the 
tip  of  your  finger:  Meaning  no 
more  wasted  motions  and  less 
stress  on  the  user. 


Want  Mot. 

When  you  buy  IBM  PS/2  Es 
from  MicroAge  you  don't  waste 
anything  either. 

We've  perfected  meeting 
the  needs  of  large  corporate 
and  government  accounts  with 
the  MicroAge  Infosystems 
Services  network,  an  exclu- 
sive team  of  qualified 
resellers  backed  by  MicroAge 
Headquarters  to  provide  you 
with  centralized  account  man- 
agement, competitive  pricing 
and  consistent  service  across 
your  entire  organization. 


For  more  information  on  the  IBM  PS/2  E  ; 
and  the  MicroAge  Infosystems  Services 
reseller  network,  call  (800)  582-8396.  ? 


/MiCfOii^ge  Infosystems  Servicesj 


;     >>i  '    ^      'Based  on  maximum  estimated  power  savings  o(  $100  per  system  per  year. 

©1993  MCCI,  Micfoflge  is  a  feglsfereil  tradertiark  of  MicroAse  Conjputei^emers,  Inc.  MicroAge  is  an  internatignal  sales  organization  of  independently  owned  and  operated  franctiised,  company-owned  and  affiliated  reseller  locations  IBM  and 
IBM  PS/2  are  registered  Ir^defljarJis  and  TrackPoint  II  is^  ^deiqiark  of  International  Business  Mactilnes  Corporation.  All  other  registered  trademarks  and  trademarks  are  the  properties  of  their  respective  companies. 
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In  the  13  years  since  he  joined 
Kleiner  Perkins  Caufield  &  Byers, 
John  Doerr  has  become  arguably 
the  finest  venture  capitalist  of 
his  generation.  But  whether 
he  can  hold  on  to  his  top 
ranking  will  shortly  be 
tested.  Since  the  mid- 
1980s,  Doerr  has  backed 
some  risky  emerging 
technologies,  notably 
in  the  still  unproven 
field  of  mobile  com- 
munications. Some  of  these 
deals  need  to  be  liquidated  soon. 


ECENT-MODEL  CARS  by  Mercedes  and  Lexus  bearing  vanity  license  plates 
such  as  TOY  FOR  BW  and  HI  TECKY  jammed  the  parking  lot — a  sure  sign  in 
Silicon  Valley  that  a  technology  conference  is  under  way.  Inside  the  San 
Francisco  airport  hotel,  "ComputerLetter"  editor  Richard  Shaffer  was  hosting  In- 
teract, a  conference  devoted  to  the  hot  new  area  of  interactive  media.  The  ball- 
room foyer  was  packed  with  mvestment  bankers,  venture  capitahsts,  hopefuls  and 
hangers-on  who  were  rubbing  shoulders  and  conferring  over  endless  cups  of  luke- 
warm coffee.  Deals  were  discreetly  discussed,  connections  quietly  made. 
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Then  venture  capitalist  L.  John 
Doerr  walked  in.  Or,  rather,  swooped 
in,  tie  flapping,  briefcase  swinging. 
Like  a  biblical  parting  of  the  seas,  the 
crowd  opened  a  corridor  for  the  wiry, 
blond  Doerr,  who  never  stopped  or 
even  slowed  down.  Instead  he  con- 
ducted business  on  the  fly,  waving, 
nodding  and  pressing  the  flesh  as  he 
rushed  to  make  a  call.  No  one  paid 
much  attention  to  the  spectacle 
he  made  of  himself.  That's  be- 


Doerr  conducts  business 
on  the  fly,  waving  and 
pressing  the  flesh — here 
with  Richard  Shaffer 
(center)  and  marketing 
guru  Regis  McKenna. 


cause  the  high-tech  world 
is  used  to  seeing  Doerr 
travel  in  a  blur. 

Moving  as  fast  as  tech- 
nology itself  has  so  far 
served  the  42-year-old 
Doerr  well.  In  the  13 
years  since  he  joined 
Kleiner  Perkins  Caufield 
Byers,  the  prestigious  Menlo 
Park,  Calif. -based  venture 
capital  firm  that  started 
high-tech  and  biotech  giants 
such  as  Tandem  Computers 
and  Genentech,  Doerr  has 
become  arguably  the  finest 
venture  capitalist  of  his  gen- 
eration. 

His  track  record  so  far  is 
unequaled  by  any  in  the  sec- 
ond generation  of  investors 
who  flocked  to  the  business 
after  the  likes  of  Eugene 
Kleiner  and  Thomas  Perkins 
struck  it  rich.  Doerr  was  on 
the  founding  board  of  Com- 
paq, for  example,  when  a  PC 
clone  was  a  novelty.  He 
made  early,  and  right,  calls 
on  Sun  Microsystems,  Cy- 
press Semiconductor  and 
Symantec.  He  also  served  up 
Kleiner  Perkins'  most  prof- 
itable deal  ever,  Lotus  Devel- 
opment, the  company  that 
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delivered  the  electronic  spreadsheet  to 
the  PC  industry. 

Every  bit  as  impressive,  his  losses 
have  been  fewer  than  average.  The 
venture  industry  loses  money  on  three 
of  every  10  companies  it  funds.  Doerr's 
deals  rarely  shut  down.  He  has  a  gift 
for  rescuing  near  disasters.  Doerr  was 
on  the  scene  when  Sun  struggled  to 
overcome  exploding  monitors  on  its 
Sun  2  line  of  workstations,  for  example. 
He  manages  to  redeem  re- 
turns, even 


Kleiner  Perkins  Mobile 
Communications  Investments 


Opportunity 


Companies      Strategic  Partners 


Personal 
communications 

EO,  Go, 
Ministor 

AT&T,  IBM, 
Matsushita, 
Marubeni, 
Olivetti 

Wireless 
messaging 

National  Dispatch, 
NWN,  Positive 
Communication, 
Wireless  Access 

AT&T, 
Kawasaki, 
Motorola,  Mtel 

Remote 

network  access 

Citrix,  Global 
Village,  Shiva 

Apple,  Intel,  Novell, 
Microsoft,  Olivetti 

Applications 
software 

Slate, 

Notable  Technologies, 
PenMogic 

Grid,  Microsoft, 
Zenith 

Total  Kleiner  Perkins  investment:  $34  million 
Total  corporate  investment:  $250  million 


from  tired  or  crippled  ventures,  by  hus- 
tling in  a  merger  partner  or  corporate 
white  knight.  "He  has  the  ability  to 
somehow  salvage  value  in  things  that 
have  long  since  lost  their  appeal  to 
others,"  says  Roger  B.  McNamee,  a 
partner  with  Kleiner  Perlans  in  an  in- 
vestment fund  called  Integral  Capital 
Partners.  This  was  certainly  evidenced 
in  one  high-profile  flop,  portable  com- 
puter maker  Dynabook  Technologies. 
Doerr  was  able  to  squire  in  Unisys  to 
purchase  Dynabook's  ragged  remains 
three  years  ago  as  the  company  was 
collapsing. 


"He  Bounces" 

Whether  he  can  hold  on 
to  his  top  ranldng  in  the 
industry  will  shortly  be 
tested.  Since  the  mid- 
1980s,  Doerr  has  backed 
some  risky  emerging  tech- 
nologies, notably  in  mobile 
communications.  Some  of 
these  deals  need  to  be  liqui- 
dated soon.  There  is  a  lot  rid- 
ing on  them:  Kleiner  Perkins 
has  sunk  some  $39  million 
into  13  investments  in  the 
area.  Millions  more  have  been 
dumped  in  by  co-investors 
and  corporations  that  have 
bet  Doerr  can  make  the  in- 
dustry blossom. 

Doerr  himself  is  a  key  fac- 
tor in  making  mobile  com- 
munications more  than  just  a 
high-tech  fancy.  He  is  pro- 
pelled by  an  obsessive  drive  to 
win  and  a  boundless,  almost 
scary  personal  energy.  This 
keeps  Scott  McNealy,  CEO  of 
Sun,  for  one,  from  jogging 
with  Doerr.  "He  doesn't  run," 
says  McNealy,  "He  bounces." 

Another  advantage:  Doerr 
uses  the  technology  he 
preaches  about,  lending  credi- 
bility to  his  visions.  Moving 
right  along  with  him  at  break- 
neck speed  are  cellular 
phones,  portable  faxes,  a 
PowerBook,  an  EO  personal 
communicator  and  a  Sky  Tel 
pager,  which  are  stuffed  in 
one  of  three  black  briefcases 
that  rarely  leave  his  side. 


Source:  Kleiner  Perkins  Caufield  S  Byers 
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Doerr  knows  his  formula  can 
backfire.  It  did  with  Dynabook,  a 
company  he  admits  he  should  have 
shut  down.  So  six  years  into  the  mo- 
bile tech  field,  Doerr  admits  he's 

nervous"  about  the  timely  develop- 
ment of  products  and  markets. 
"There  is  a  time  when  panic  is  the 
appropriate  response,"  Doerr  con- 
cedes, but  he's  not  there — yet.  "It  is 
still  too  early  to  tell." 

This  won't  stop  him  from  trying, 
since  his  early  efforts  as  a  venture 
LLipitalist  helped  to  create 
the  PC  industry,  its  jobs  and 
Its  incredible  wealth.  He 
loved  being  part  of  that. 
From  memory,  he  can  reel 
M  the  jobs  companies  like 
Sun   (12,800)   or  Compaq 

1 1,300)  or  Cypress  (1,529) 
liave  created.  "What  moti- 
vates me  is  worldng  with  en- 
trepreneurs to  help  build 
.lurable  companies  and  jobs," 
Doerr  says.  McNamee  puts  it 
nore  simply:  "Other  venture 
japitalists  say,  'Let's  start  a 
jompany.'  John  says,  'Let's  start 
m  industry.'" 

jProactive  Style 

Kleiner  Perldns,  more  than  other 
>  cnture  outfits,  has  always  taken 
1  proactive  role  in  starting  com- 
lanies.  Its  two  earliest  hits. 
Tandem  and  Genentech,  were 
ncubated  by  the  firm  and  nin 
ly  associates  who  later  be- 
:ame  CEOs.  The  formula  was 
successful  enough — the  $8 
nillion  Kleiner  Perkins  in- 
/csted  in  the  pair  of  compa- 
iies  was  worth  $372  million  in 
1^92.  The  technique  dovetailed  per- 
cctly  with  Doerr's  overdrive  personal- 
ty. "Kleiner  Perkins  has  always  been 
,villing  to  say,  'Let's  build  a  ladder  and 
uit  ourselves  on  the  top  rung,'"  says 
David  Liddle,  co-founder  of  Interval 
Research  Corp.,  Palo  Alto,  Calif. 
'John  has  been  very  successful  with 
hat  model." 

The  Kleiner  Perkins  style  has  its 
hare  of  critics  who  feel  the  firm's 
■lartners  are  sometimes  too  involved, 
<)()  pushy  and  too  results-oriented. 
)iie  recent  example:  the  unusual  pub- 


lic offering  last  April  of  Kleiner 
Perkins-backed  interactive  video 
games  company  3DO  of  San  Mateo, 
Calif.  Since  the  24-month-old  concern 
had  operating  losses  of  $13.2  million 
and  only  a  prototype  product,  some 
industry  analysts  cried  foul.  "One  has 
to  ask,  was  this  3DO's  goal  or  Klemer 
Perkins'  goal?"  quips  a  Wall  Street  an- 
alyst. For  the  record,  3DO's  CEO,  Trip 
Hawkins,  says  Kleiner  Perkins  did  not 
push  him  into  the  public 


market. 
Hawkins  says  he  gladly 
jumped.  The  offering  raised  almost 
$49  million. 

Doerr  himself  has  always  exhibited 
impatience.  After  graduating  from 
Rice  University  and  Harvard  Business 
School,  Doerr  joined  Intel  in  1975  as  a 
project  manger  and  engineer.  But  that 
bored  him,  and  he  wanted  more.  In 
1978,  recalls  William  F.  Roach,  a 
Quantum  vice-president  who  worked 
for  Intel's  sales  division  in  Chicago  in 


the  1970s,  "I  got  a  call  from  John, 
whom  I  had  never  met.  He  said  he 
wanted  to  round  out  his  background 
by  getting  into  sales.  He  had  decided 
to  work  for  me.  We  gave  him  a  devel- 
opment territory  so  he  couldn't  screw 
it  up."  He  was  dispatched  to  areas  in 
Wisconsin,  Illinois  and  westem  Indi- 
ana to  sell  microprocessors,  systems 
and  software. 

Far  from  screwing  up,  Doerr  be- 
came the  top-ranked  systems 
sales  representative  in  the 


Six  years  into  the  mobile  tech 
field,  Doerr  admits  he's  nervous 
about  the  timely  development 
of  products  and  markets. 
Panic  may  be  the  right  response, 
he  says,  but  not  quite  yet. 


field.  "He  was  so  fo- 
cused, so  results-orient- 
ed," Roach  says,  "we 
had  to  restrain  him 
from  closing  too  fast." 
He  would  do  anything 
to  make  a  sale.  Once 
he  threw  in  a  lawn 
mower  to  close  a  deal. 
His  laser-beam  focus, 
however,  did  cost  Intel  some 
money.  Says  Roach:  "He 
wrecked  a  couple  of  cars  since 
he  was  so  focused  on  busi- 
ness— he'd  miss  a  turn  or  a 
light."  Doerr  never  lost  the  ten- 

■  dency  to  forget  the  road.  His  wife 

■  insisted  he  get  a  driver.  Even 
I  now,  he  is  ferried  in  a  Plymouth 
r    Voyager  van,  where  he  works  the 

cellular  phones  and  portable  com- 
puters en  route  to  appointments. 
Doerr  became  a  full  partner  at 
Kleiner  Perkins  in  1982.  By  then, 
though,  slam-dunk  opportunities  in 
the  PC  industry  were  scant.  The  busi- 
ness had  matured,  making  it  difficult 
to  find  and  fund  original,  winning  en- 
terprises. So  Doerr  stuck  his  neck  out 
and  made  investments  in  what  he  be- 
lieved would  be  the  next  big  technolo- 
gies. That's  when  his  bets  in  mobile 
communications,  then  called  nomadic 
computing,  were  made. 
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SCftAMBL.NG  L!KE  A 

Quarterback 

Dynabook  was  the  first  test  of  Doerr's 
nomadic  vision,  one  shared  in  this  in- 
stance by  Vinod  Khosla,  who  joined 
Kleiner  Perkins  after  co-founding  Sun. 
Dynabook  hoped  to  make  a  powerful, 
lightweight,  portable  laptop.  From  the 
start  the  project  was  a  mess:  the  tech- 
nology didn't  work,  management  was 
weak,  and  Doerr  and 
Khosla  made  some 
questionable     calls.  1 


Dynabook  and  Go  haven't 
dampened  Doerr's  enthusiasm 
for  technology.  Here,  he  paints 
a  picture  for  William  Davidow^ 
fellow  investor  and  co-author 
of  The  Virtual  Corporation. 


They  fired  CEO  Dan  H.  Wilkie, 
for  instance,  but  failed  to  an- 
nounce the  termination  so  that 
it    would    not    botch  the 
pageantry  surrounding  the  com- 
pany's product  debut. 

Dynabook  unraveled  in  early 
1990;  the  Unisys  rescue  was  engi- 
neered that  summer.  "We  didn't 
execute,  and  we  didn't  shut  it 
down,"  Doerr  says.  "We  thought  the 
portable  market  was  going  to  be  so 
big."  Kleiner  Perkins  had  about  $8 
million  in  the  venture;  in  all,  $37 
million  was  consumed. 

The  defeat  was  maddening  for 
Doerr.  He  hates  to  lose  and  is  knovm 
to  sweat  out  a  troubling  scenario  day 
and  night.  He  spends  sleepless  dawns 
fretting,  pacing,  strategizing,  working 
the  phones  and  sending  E-mail.  In  Dyn- 
abook's  case,  the  effort  was  wasted. 

The  Dynabook  defeat  was  also  dif- 
ficult for  him  to  swallow  because  he 
and  Khosla  followed  the  classic  Klein- 
er Perkins  success  recipe — incubate  it 
and  run  it — and  it 
still  failed.  "This 
strategy  can  be  a 
double-edged 
sword  if  you  are 
v«:ong,"  notes  )ack 
Wilson,  author  of 
The  New  Ventur- 


ers (1985,  Addison  Wesley).  "The  ven- 
ture firm  has  to  share  more  of  the 
blame  because  it  was  so  involved." 

The  Dynabook  failure  doubtless 
weighs  heavily  on  Doerr  as  he  shep- 
herds the  progress  of  his  other  mobile 
technology  investments.  Not  that  he's 
paralyzed.  Doerr's 
trade- 


f « 


mark  gift 
is  the  abUity  to  scramble 
hke  a  quarterback  to  make  something 
out  of  a  broken  play.  He  certainly  has 
scrambled  with  Go  Corp.,  which  was 
folded  into  EO  in  August. 

Go  began  in  1987,  when  technolo- 
gists Bill  Joy  of  Sun,  Mitchell  Kapor 
and  S.  Jerrold  Kaplan  of  Lotus  and 
Robert  Carr  of  Ashton-Tate  wooed 
Doerr  with  the  nomadic  computing 
idea.  Kleiner  Perkins  initially  sank  $1 
million  into  it.  The  plan  was  to  pro- 
duce a  pen-based  portable  computer 
that  sold  for  less  than  $1,000.  The  gad- 


CLUES  to  Success:  What  Doerr  Looks  For  in  Emerging  Companies 

1 .  Technical  excellence,  which  helps  attract  and  retain  talented  technologists  and  managers. 

2.  Outstanding  management,  which  usually  means  experienced  management. 

3.  Strategic  focus  on  a  large  and  rapidly  growing  market. 

4.  Reasonable  financing — too  much  money  can  kill  a  company. 

5.  A  sense  of  urgency  about  goals,  because  time  to  market  can  make  or  break  a  company. 


get  would  allow  a  user  to  scribble 
notes  that  the  computer  could  under- 
stand, thereby  incorporating  the 
tricky,  futuristic  technology  of  hand- 
writing recognition.  It  would  also  be  a 
mobile  source  for  faxes.  E-mail  and 
voice  mail  over  wireless  networks, 
another  technology  then  largely  in 
the  dreaming  stage. 

Go  never  achieved  its  goals.  It 
has  burned  about  $30  million  of 
venture  money  (close  to  $5  mil- 
lion from  Kleiner  Perkins),  plus  an 
undisclosed  sum  of  corporate 
cash.  Its  plan  and  mission  have 
undergone  radical  surgery.  After 
the  1990  introduction  of  its 
machine,   called  Lombard, 
which  featured  an  obsolete 
chip  design,  Go  backed  out  of 
the  hardware  business  and 
dropped  the  computing  idea. 
It  evolved  into  an  operating 
systems  company  for  mo- 
bile communications  de- 
vices, which,  however, 
were  not  available. 

In  the  meantime.  Go 
had  spawned  numerous 
portable  and  mobile 
technology  invest- 
ments that  Kleiner 
Perkins  is  still  lug- 
ging around  without  a 
clearly  defined  market  in  sight.  They 
include  three  pen-based  computing} 
software  houses.  Slate  Corp.,  Notable 
Technologies  and  PenMagic. 

Observes  Jon  Bayless  of  Dallas- 
based  Sevin  Rosen  Funds,  which  co- 
invested  with  Kleiner  Perkins  in  No- 
table Technologies,  "I  think  even  John 
would  say  he  was  too  early  on  mobile 
computing."  Adds  Slate's  CEO  Vem 
Rabum,  "We  in  this  business  all  ac- 
knowledge, late  at  night,  that  there 
are  technical  issues  plus  massive  in- 
frastructure issues  involved  in  making 
mobile  communications  a  success." 
Still,  Doerr's  dedication  to  Go 
shows  the  stuff  of 
which  he's  made. 
A  great  promulga- 
tor of  the  value  of 
alliances  and  net- 
working, DoerrI 
lured  IBM  and! 
Toshiba  into  li 
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censing  agreements  with  Go  when  it 
was  a  startup.  When  it  was  clear  Go's 
liiture  rested  in  software  Ucenses,  not 
hardware,  Doerr  adjusted  his  vision 
and  won  support  from  co-investors. 
Hardware  to  run  Go's  operating  sys- 
tem, however,  had  to  be  created.  So 
Doerr  and  Kleiner  Perkins 
partner  Bernard 
Lacroute  started  a 
separate  hardware 
company,  EO  Inc. 
They  combined 
pieces  from  Go's 
hardware  division 
with  a  Cambridge, 
England-based  com- 
pany. Active  Book. 
And  in  August,  Go 
announced  its  inten- 
tion to  merge  with  EO. 


"He  con  take  an  idea  and  ttim  it  into 
something  that  people  will  buy." 

Corporate  partnering  is  a  rule  of 
thumb  for  Doerr,  who  says  that  since 
Dynabook  he  strives  to  get  a  commit- 
ted partner  for  all  of  his  projects.  Ap- 
parently he's 


business."  Kleiner  Perkins  did  much 
better.  Although  it  does  not  pubhcize 
its  results,  limited  partner  Thomas 
Judge  of  AT&T's  Investment  Manage- 
ment Corp.  says  the  firm  is  the  best 
performer  he's  invested 
in  since  1982. 
Doerr's  contribution  to 
profits  this  year  sur- 
passed the  passbook  rate 
by  a  mile.  The  parmer- 
ship  put  $4.7  million 
into  San  Mateo,  Calif.- 
based  financial  soft- 


"You  have  to  be  on  the  fringes 
to  make  money,  and  that's 
where  he  is/'  says  a  Umited 
partner.  Left,  Doerr  sells  an 
idea  while  computer  inventor 
Gordon  Bell  (right)  looks  on. 


Kleiner  Perkins  initially 
put  $2.6  million  into  EO,  but  the  real 
money  came  from  AT&T,  brought  in 
by  Lacroute,  a  Sun  alumnus  who  had 
ties  to  the  communications  giant. 
AT&T  supphed  a  microprocessor  to  the 
EO  project  and  about  $15  million, 
drawn  down  as  certain  goals  were  met, 
according  to  David  Atkinson,  an  AT&T 
vice-president.  Other  financing  has 
come  from  two  Japanese  investors, 
Matsushita  and  Marubeni. 

Last  spring,  AT&T  bought  51  per- 
cent of  EO,  and  the  company  intro- 
duced two  so-called  personal  commu- 
nicator tablets.  They  are  heavy,  bulky 
and  slow,  problems  EO  hopes  to  cor- 
rect with  new  models  due  out  later 
this  year.  But  these  will  face  competi- 
tion from  similar  devices  from  Apple 
Computer,  Compaq,  Tandy  and  IBM. 
Still,  EO's  machines  send  and  receive 
E-mail  and  faxes,  and  use  Go's  Pen- 
Point operating  system,  which  enables 
handwritten  entries — functions  that 
embody  Doerr's  original  nomadic 
computer  vision.  Says  Slate's  Rabum, 


succeeding; 

the  $39  million  Kleiner  Perkins  has 
dropped  into  mobile  communications 
is  dwarfed  by  the  $250  million  large 
corporations  have  put  behind  those 
same  ventures. 

Pioneer  or  Too  Early? 

Even  if  the  Go-EO  merger  succeeds, 
and  all  13  investments  Kleiner  Perkins 
has  in  mobile  communications  sur- 
vive, returns  aren't  hkely  to  be  spec- 
tacular. Says  a  New  York  investment 
banker:  "They  were  too  early.  Good 
money  has  been  put  in  after  bad." 

Doerr  is  hypersensitive  about  this. 
He  turns  red-faced  over  the  dismal  re- 
turns that  the  venture  industry  pro- 
duced for  its  limited  partners  in  the 
last  decade — while  at  the  same  time 
$100  biUion  in  wealth  was  created  in 
the  PC  industry.  "Between  1980  and 
1990,  returns  to  Umited  partners  aver- 
aged 5.6  percent,"  he  sputters,  "which 
barely  matched  passbook  savings. 
That's  a  great  recipe  for  going  out  of 


waremaker  Intuit,  a  Doerr  deal,  and 
made  a  $21.4  milhon  profit  when  Intu- 
it went  pubUc  in  April.  Another  Doerr 
project,  graphics  accelerator  company 
S3,  Santa  Clara,  Calif.,  earned  $19  mil- 
hon on  $1.8  million  invested.  Holdings 
in  the  pair  are  currently  worth  about 
$51  milhon  to  the  partnership. 

This  makes  Judge,  of  course,  a  great 
fan.  He  beheves  Doerr  wiU  produce  a 
payoff,  no  matter  how  far  in  front  of 
the  market  his  ideas  ultimately  prove 
to  be.  "You  have  to  be  on  the  fringes 
to  make  money  in  his  business,  and 
that's  where  he  is,"  says  Judge.  "It  is 
easy  to  say  Doerr  stays  too  long  in 
some  things,  and  maybe  he  has.  But 
he  honestly  beheved  there  was  some- 
thing there,  that  he  could  find  a  way 
to  make  it  work.  And  he  usually  does. 
He's  a  dynamo."  dg) 

Nancy  Rutter  profiled  ferry  Weissman 
in  the  Sept.  13  Forbes  ASAP 
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hanced  Logistics 
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ADVANTAGE 


Scanners  and  Wireless  Networks  Help  Managers  Speed  Operations, 

Reduce  Errors  and  Cut  Costs 


TiiK  w'iRKLKSs  ofHee 
may  be  a  few 
years  down  the 
road,  but  the 
wireless  ware- 
house, distribu- 
tion eenter  and  transport 
hub  are  here  today.  (Com- 
panies that  take  advantaj^e 
of  the  latest  teehnolo^y 
tind  they  speed  operations, 
reduee  mistakes  and  eut 
eosts. 

So  if  you  think  wireless 
computin;£5  is  just  a  buzz- 
word, think  a^ain. 

WTiile  attention  has 
been  foeused  on  how 
today's  computers  ean 
improve  front-office  deci- 
sion makinji  and  produc- 
tivity, a  little-nt)tieed  rev- 
olution  is  takinj^  place  in 
the  back  room.  Mobile  workers  and 
floor  manaj^crs  arc  discovering;  new 
technology  tools  that  make  ship- 
ping, receiving  and  inventory  man- 
agement more  accurate  and  easier 
to  accomplish. 

Large  retailers,  manufacturers, 
distributors,  parcel  and  package 
delivery  and  transportation  compa- 
nies that  handle  tens  of  thousands 
of  products  ex'cry  day  are  finding 
that  superior  logistics  management 
is  one  of  the  best  ways  not  on]\'  to 
squeeze  new  proHts  from  thin  mar- 
gins, but  also  to  dramatically  im- 
prove customer  service. 

THE  BAR  CODE  MAKES  IT  EASY 

The  cornerstone  of  the  braxc  new 
warehouse  and  enhanced  distri- 
bution is  the  bar  code.  l>ar  codes, 
standard  on  product  packaging  and 
most  shipping  containers,  ha\e 
proven  to  be  the  kc}-  to  today's  most 
effective  logistics  systems. 

The  ability  to  scan  bar  codes 
solves  the  problem  of  capturing 
important  information  on  materials 
movement.  Leveraging  this  eapabili- 


The  Symbol  Spcctrwn  One  network  helps  SAS 
rnaruige  baggage  reconciliation  logistics. 


ty  still  further  are  the  real-time 
mobile  data  communications  facili- 
ties provided  by  Spectrum  Onef  a 
wireless  data  network  developed  by 
Svinbol  Technologies,  Inc.,  which  a 
decade  ago  invented  hand-held  bar- 
code scanners. 

To  pick  and  put  away  items,  work- 
ers with  clumsy  clipboards  once  wan- 
dered vast  aisles;  now  they  make 
rounds  with  hand-hckl  laser  scan- 
ning terminals  that  exchange  data 
via  the  Spectrum  One  radio  frequen- 
cy network  with  any  t>pc  of  host 
computer. 


I i.st  ICS  Ilia iia^<> mv ii t 
mail  [w  ii'luMT  i|oirii/iii(l 
i|our  biisiiu'ss  <*d^(*. 

Just  ask 
i|oui*com|H>tition. 


PRODUCTIVITY  CLEAREI 
FOR  TAKEOFF 

Baggage  reconciliation  is 
a  challenge  linked  to  pas- 
senger safety  and  service 
—  one  that  has  been  met 
at  Scandinavian  Airlines' 
(SiVS)  hub  at  Newark 
International  Airport. 
Matching  luggage  with 
the  correct  passenger, 
from  prcHight  through 
the  baggage  handling 
system  to  final  destina- 
tion, cuts  down  on  sccuri 
g  ty  risks  and  lost  bags. 
I     Passenger  bags  arc 
i  given  a  unique  bar  code 
and  logged  at  registration 
check-in.  Baggage  ban-  j 
dlcrs  scan  the  bar-coded  ■ 
baggage  with  the  Symbol 
Laser  Radio  Terminal 
(LRT)  just  as  the  bags  are  loaded  in- 
to the  cargo  containers.  The  device 
transmits  the  information  back  to 
the  baggage  reconciliation  host  comi 
puter  on  the  Spectrum  One  network 
Meanwhile,  SAS  cheek-in  person- 
nel arc  entering  data  into  the  com- 
puter on  all  passengers  who  board 
the  plane.  Luggage  is  matched  with 
passengers  by  the  computer,  and 
SAS  is  alerted  to  any  discrepancies 
in  enough  time  to  find  a  missing 
bag  or  pull  a  bag  that  is  on  the 
wrong  flight. 

The  SjTiibol  Laser  Radio  Termi- 
nal/Spectrum One  network  brings 
automated  data  management  into 
distribution  centers,  airports,  man- 
ufacturing plants  and  onto  retail 
sales  floors.  SvTnbol  Technologies, 
which  designs  bar-code-driven  data 
transaction  systems  to  make  the 
best  use  of  its  Spectrum  One  wire- 
less data  network,  is  focused  on 
logistics  management. 

Wliy  wireless  technology?  Because 
logistics  management  may  be  where 
you'll  Hnd  your  business  edge.  Just 
ask  your  competition. 


3ES  YOUR  INVENTORY  HAVE  TROUBLE  FINDING  ITS  WA^? 
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^  len  faced  with  the  challenge  of  inventory 
Urol,  many  companies  don't  know  how  to  get 

li  m  point  A  to  point  B. 
The  maze  of  issues  confronting  you  can  be  over- 
clming.  Do  you  face  excess  inventory  of  items 
i  don't  need,  or  shortages  of  items  you  do  need? 

you  shipping  items  to  destinations  either 
1  early,  or  too  late?  Are  you  able  to  identify  in 

r  1 1  time  the  location  of 

r  terials  in  your  warehouse 

c  in  transit? 


Symbol  Technologies,  the  worldwide  leader 
in  bar  code  data  capture  systems,  has  invented  an 
innovative  radio  frequency  technology  that 
can  help  you  in  a  way  never  before  possible.  Our 
Spectrum  One®  wireless  network  can  help  you 
manage  inventory  more  efficiently  and  profitably, 
and  better  serve  your  customers. 

To  find  out  how  Symbol's  bar  code  data  capture 
solutions  can  change  the  way 
i^f^^^m  y^^^  business  works,  call  us 

Imp  W  today  at  1  '800-SCAN'234. 


Changing  the  v^ay  business  works? 


By  George  Harrar 


Sunday  Night 

The  workshop 
team  gathers  in 
Cambridge, 
knowing  it  must 
reach  consensus 
by  week's  end. 


Welcome 
tolSBoot 

Camp 

Lacking  a  culture  of  change,  companies  often  need  a  jump  start 
from  outsiders  to  get  reengineered  solutions  into  use  while  they 

can  still  deUver  strategic  punch. 


THE  SCENE  WAS  shaping  up  as  a  new  CIO's  night- 
mare. Ten  executives  from  Hughes  Space  and 
Communications  Co.  headquarters  in  El  Segundo, 
CaUf.,  had  flown  across  the  country  for  this  meet- 
ing. Their  purpose:  to  see  the  prototype  of  a  management- 
support  system  developed  in  an  unimaginable  period  of 
time — only  three  weeks.  The  system  was  expected  to  give 
Hughes  managers  something  they'd  never  had  before:  simul- 
taneous access  to  engineering,  financial,  materiel  and  sched- 
uling databases — all  infonnation  sorely  needed  to  improve 
the  speed — and  quahty — of  their  decisionmaking. 

Then  disaster  struck.  At  9  a.m.,  scheduled  start  time  for 
the  demonstration  by  a  Hughes  business  team  and  its  devel- 
opment facilitator,  Cambridge  Technology  Partners,  the 
network  connection  back  to  California  mysteriously  quit, 
and  the  application  server  went  off  the  air. 

CIO  Gary  Osbom,  just  three  months  in  the  top  IS  slot  at 
Hughes,  had  been  hoping  to  show  his  superiors  not  just  a 
good  prototype,  but  a  dramatic  difference  in  how  informa- 
tion technology  could  function.  "These  people  had  not  had 
good  experience  with  the  IT  fimction  in  their  careers,"  he 
says.,  At  Hughes,  development  was  usually  measured  in 
years,  not  months.  Rapid  prototyping  had  never  been 
attempted. 

Maybe,  Osbom  worried,  his  goal  was  too  ambitious. 


Hughes  had  stipulated,  after  all,  that  this  demonstration  be 
live,  with  real-time  direct  connections  to  databases  in  Cali 
fornia.  No  canned  show  of  preformed  screens.  In  other 
words,  the  functionality  of  the  decision-support  system  had 
to  be  proven  with  Hughes'  existing  systems,  using  data  the 
executives  would  recognize. 

With  failure  looming,  the  perspiring  Osbom  suggested 
that  his  career-making  show  be  postponed  for  a  day.  But  the 
Cambridge  Technology  staff  insisted  they  would  get  the  sys- 
tem running  soon. 

Cambridge  Technology  had  more  to  lose  than  Osbom.  If 
it  couldn't  get  the  network  running  quickly,  it  faced  coming 
out  of  the  workshop  with  literally  nothing  to  show  for  its 
efforts — neither  the  $100,000  workshop  fee  nor  the  follow- 
on  application  development  worth  upwards  of  $750,000 
"We  structured  the  contract  with  Cambridge  Technology 
much  as  our  clients  do  with  us,"  says  Jeff  Pugay,  Hughes' 
manager  of  information  technology.  "When  we  build  ai 
satellite,  we  have  to  do  tests  in  orbit  before  the  customer] 
gives  us  significant  revenue.  So  we  told  Cambridge  Tech-j 
nology,  'We'll  decide  whether  the  prototype  is  a  success  andj 
whether  you  get  paid.  You  might  end  up  with  nothing.'" 

Cambridge  Technology's  luck — and  expertise — prevailed. 
By  10  a.m.,  the  company  had  reconnected  all  the  systems, 
and  the  show  went  on.  What  Hughes  managers  saw  in  the 
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next  few  hours  was  a  prototype  crafted  more  quicldy  than 
any  had  thought  possible,  with  data  integrated  from  four 
databases  previously  considered  unintegratable.  The  Hughes 
contingent  caucused  shortly  thereafter  and  voted  unani- 
mously to  pay  for  the  prototype  and  negotiate  with  Cam- 
bridge Technology  to  put  it  into  production. 

problem:  Faster  Business  Cycles, 
Slower  Software  Development 

^  A  FULL-BODIED  prototype  m  tliree  weeks,  on  a  com- 
m  /%  plicated  decision-support  system?  Such  is  the 
■  potential  of  rapid  prototyping — and  its  follow-on 

M^L  ^^stage,  rapid  application  production — for  compa- 
■nies  willing  to  take  some  risk  and  expend  considerable 
B effort  to  achieve  it. 

I  Most  companies  cannot  do  so  alone.  Lacking  a  culture  of 
■change  and  a  stable  of  software  jockeys  skilled  in  the  latest 
technologies,  companies  often  need  a  jump  start  from  out- 
siders to  get  "mission  critical"  software  into  use  in  time  to 
dehver  some  strategic  punch.  How  Cambridge  Technology 
achieves  its  results  for  chents  shows  the  potential  for  any 
organization  to  break  out  of  its  traditional  development 
shackles.  For  Hughes,  Cambridge  Technology  went  on  to 
complete  the  requirements  definition  and  design  phase  in 
less  than  two  months.  They  launched  the  production  ver- 
sion of  the  decision-support  system  in  10  months.  "We  had 
figured  it  would  take  us  two  years  on  our  own,"  says  Pugay. 

"Today  it  can  take  companies  longer  to  build  applica- 
tions than  their  business  cycles  last,"  says  Cambridge 
Technology  CEO  and  president  James  Sims,  explaining  his 
organization's  emphasis  on  speed.  Mainframes  can't  tum 
out  applications  fast  enough  to  keep  up  with  the  pace  at 
which  new  products  must  be  launched.  Technology  aside, 
:ew  organizations  have  figured  out  how  to  coerce  or  cajole 
consensus  out  of  their  executives  in  a  timely  way. 

In  two  years — not  an  unusual  traditional  development 
period — a  company  may  undergo  a  merger  or  acquisition. 
Or  it  might  discontinue  the  product  or  service  that  had 
spurred  the  apphcation  development.  It  might  even  see  a 
;x)mpetitor  jump  into  the  market  first.  These  events  can 
render  a  strategic  system  uncompetitive.  Or  unusable. 

Cambridge  Technology  executives  believe  applications 
:an  be  built  within  six  months.  By  Sims'  estimate,  the  firm 
ices  so  more  than  75  percent  of  the  time.  The  process 
starts  at  the  client's  site,  where  a  small  Cambridge  Tech- 
lology  advance  team  scopes  out  potential  strategic  apphca- 
ions.  That  exercise  in  itself  can  bring  rewards,  Sims  says. 
VIost  companies  spend  95  percent  of  their  development  dol- 
ars  on  operational  and  mission-critical  systems. 

In  Sims'  view,  the  economics  of  development  clearly 
irgue  for  searching  out  strategic-strike  applications.  He  rea- 
sons this  way:  "Let's  say  you  have  a  choice  between  two 
ippHcations.  A  mission-critical  one  in  purchasing  is  80-per- 
;ent  functional  right  now.  You  could  move  it  from  the 


mainframe  to  a  client/server  architecture.  That  may  cost 
you  $1  miUion  and  save  you  $2  million  in  two  years — not  a 
bad  investment.  Then  you  have  a  customer-service  apphca- 
tion that  has  taken  two  to  three  years  to  build  on  the  main- 
frame. But  now  you  have  the  opportunity  to  build  it  in  six 
to  eight  months  for  $  1  million  and  get  a  $  1 5  million  return. 
That  $15  miUion  can  pay  for  the  infrastructure  to  do  the 
next  apphcation." 

When  Sims  talks  about  infrastructure,  he  means  the 
client/server  enviromnent  that  enables  rapid  development. 
In  Cambridge  Technology's  view,  mainframes  operate  in  a 
highly  protected  systems  world.  Any  change  can  affect  so 


Monday  Afternoon  Much  like  a  jury  charged  with  sifting 
through  mounds  of  evidence  to  reach  a  verdict,  the  workshop 
wrestles  with  difficult  issues.  Past  failures  must  be 
acknowledged  Tensions  mount.  Rapid  anything  seems  far  off. 

many  other  important  apphcations  and  databases  that  mul- 
tiple human  re^/iews  and  approvals  are  required.  Servers,  on 
the  other  hand,  can  provide  a  more  flexible  and  cheaper 
application  base,  tapping  into  mainframe  or  PC  databases 
only  as  needed. 

Hughes  expects  to  implement  all  major  systems  on 
client/servers  by  early  1995.  Another  Cambridge  Technolo- 
gy client,  the  Michigan  Department  of  Transportation 
(MDOT),  intends  to  shut  off  its  lone  mainframe  within  two 
years.  After  that,  MDOT  wiU  rely  on  30  to  40  apphcation 
servers.  (Unisys  was  the  low  bidder  on  the  initial  order  of 
eight  servers,  U6000-65s.) 

Cambridge  Technology  does  not  press  companies  to 
scrap  their  mainframes.  It  does,  however,  lay  out  a  migra- 
tion path  to  an  open-systems  enviromnent  in  which  more 
and  more  apphcations  can  be  developed  or  rehosted,  start- 
ing with  the  most  strategic.  In  Cambridge  Technology's 
three-tiered  architecture,  PCs  with  graphical  user  interfaces 
sit  on  user  desks.  The  customer's  current  systems  continue 
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to  ho.sl  existing  databases  and  run  software  too  costly  to 
move.  Unix  servers  bestride  the  two. 

This  architecture  attracts  companies  that  want  to  reengi- 
neer,  but  cautiously,  leveraging  their  existing  systems  rather 
than  obliterating  them.  In  these  companies,  Cambridge 
Technology  raises  the  expectations  of  users  who  are  tired  of 
hearing  excuses  from  IT  for  every  missed  deadline,  every 
undelivered  dehverable.  Cambridge  Technology  beheves  the 


Tuesday 
Morning 

Old  rivalries  finally 
break  down  and  a 
new  kind  of  subtle 
pressure  prevails: 
Do  you  want  to 
appear  before  your 
bosses  on  Friday 
and  say  that  you 
couldn't  agree  and 
failed  to  achieve  a 
prototyped 


technology  now  exists  to  give  users  what  they  want  quick- 
ly. They  have  designed  the  Rapid  Solutions  Workshop  as  a 
rocket  booster  for  the  process. 

Anatomy  of  a  Rapid  Consensus  Week 

THE  WORKSHOPS  take  place  in  a  typical  Cambridge 
environment — a  two-story  renovated  warehouse 
acioss  from  the  Hyatt  Regency,  flanked  by  Har- 
vard and  MIT.  Within  eyeshot  of  the  front  door  is 
the  Charles  River.  There's  an  air  of  worldliness  here,  not 
just  in  the  conference  rooms  named  China,  Israel  and  Ire- 
land, but  in  the  staff,  who  seem  to  represent  a  United 
Nations  of  development.  By  Cambridge  Technology  philos- 
ophy, they  are  hired  directly  from  college  (often  MIT,  Cor- 
nell or  Yale).  This  gives  them  no  time  to  be  tainted  by 
normal  development  practices. 

Dozens  of  modem  paintings,  bearing  intriguing  titles 
such  as  Destiny's  Afternoon,  line  the  hallways.  The 
abstract  art  is  a  striking  backdrop  for  the  down-to-earth 
determination  of  Cambridge  Technology's  technical  staff 
members,  who  can  seem  unnervingly  young,  especially  to 
executives  from  an  old-line  company  such  as  Air  Products 
and  Chemicals  Inc.,  Trexlertown,  Pa.  "We're  not  a  young 
company  ourselves,"  says  Mark  P.  Williams,  systems  man- 
ager in  the  Gases  Group.  "We  kept  looking  around  the 
room — there  were  all  of  these  smihng  young  faces.  It  drove 
us  nuts.  But  they  worked  until  midniglit,  and  they  knew 
what  they  were  doing." 

In  the  typical  Rapid  Solutions  Workshop,  Cambridge 
Technology  spends  two  or  three  days  identifying  potential 


applications,  then  two  weeks  on-site  gathering  user  input 
and  exploring  the  client's  computer  operations.  A  final 
week  brings  a  client  team  to  Cambridge  for  actual  screen 
development  of  the  application.  Cambridge  Technology  typ- 
ically charges  $10,000  to  $15,000  for  the  imtial  assessment, 
then  $100,000  for  the  workshop.  The  cHent  pays  for  travel 
and  hotel.  Cambridge  Technology  provides  the  meals  and 
throws  in  some  team-bonding  events  during  the  week,  such 
as  a  trip  to  a  Red  Sox  game. 

Cambridge  Technology  doesn't  claim  any  philosophical 
underpinnings  to  its  process.  There  are,  however,  certain 
catalysts  to  rapid  development.  First  and  foremost,  the 
process  is  driven  by  users,  who  fill  five  to  seven  slots  in  the 
typical  eight-  to  lO-member  client  team.  Screen  creation 
takes  place  before  their  eyes,  based  on  their  suggestions,  not 
deep  in  the  bowels  of  IS. 

Second,  the  workshop  takes  place  off-site.  No  member 
can  be  seduced  into  dashing  back  to  his  desk  for  messages 
or  claim  emergencies  at  home  that  require  attention.  Much 
like  a  jury  charged  with  sifting  through  mounds  of  evidence 
to  reach  a  verdict,  the  workshop  team  is  sequestered  in 
Cambridge  and  must  arrive  at  a  consensus. 

Third,  Cambridge  Technology  applies  a  not-so-subtle 
incentive  to  cooperate — an  end-of-the-week  demonstration 
before  top  managers  ranging  from  division  heads  to  the 
president.  The  unspoken  message  is  clear:  Your  company 


Wednesday  Afternoon  Typical  workshop  participants 
spend  a  great  deal  of  time  calculating  the  appUcation's  busi- 
ness benefits,  reaUzing  that  their  bottom  line  will  be  scruti- 
nized by  all  team  members — bosses  included — on  Friday. 


has  paid  thousands  of  dollars  to  send  you  here  to  work  as  a 
team  and  build  a  prototype.  Do  you  want  to  appear  before 
your  bosses  and  your  bosses'  bosses  on  Friday  and  say  you 
couldn't  agree  and  failed  to  achieve  a  prototype? 

It  works.  The  consensus  that  may  have  eluded  a  group 
in  Providence,  R.I.,  or  Lansing,  Mich.,  often  surfaces  quite 
quickly  in  Cambridge.  Lack  of  consensus  often  hobbles  tra- 
ditional systems  developments,  as  differing  groups  guard 
their  jurisdictions.  In  the  Cambridge  Technology  workshop, 
users  and  IS  are  removed  from  their  turfs.  They  are  taken  to 
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magine 
rebuilding 
a  steel  mi 
while  it's 
running  at 
full  output 


It's  like  rebuilding  the  engine 
at  55  MPH.  Fact  is,  a  lot  of 
production,  and  profit,  is  lost 
when  a  mill  shuts  down  for  a 
major  overhaul.  So,  AEG  Auto- 
mation Systems  Corp.  engineers 
asked,  "Why  shut  down  at  all? 
Keep  rolling  while  installing 
an  all-new  control  system 
without  any  production  loss." 
That's  exactly  what  they  did 
at  Wheeling/Pittsburgh's 
2.7-million-ton-a-year  hot  strip 
mill  in  Mingo  Junction,  Ohio. 
Making  that  kind  of  commitment 
requires  experience,  know-how 
and  flexibility-the  kind  AEG 
has  gained  by  installing  and 
upgrading  drive  control  systems 
in  mills  from  Indonesia 
to  Indiana. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 

AEG 

Member  of  the  Daimler-Benz  Group 


neutrai  territory  and  propelled  toward  consensus  by  a  more 
objective  third  party. 

Case  Study:  Michigan  DOT 

IN  July  the  Michigan  Department  of  Transportation 
team  arrived  in  Cambridge  to  build  the  state's  first-ever 
congestion  management  system  (CMS).  Drivers  cover 
84  billion  miles  in  Michigan  each  year,  a  figure  that  is 
going  up  three  percent  annually.  Projections  to  the  year 
2015  show  that  in  the  metropoHtan  Detroit  area,  congestion 
may  cause  the  average  speed  to  fall  to  20  to  30  miles  per 
hour  on  many  highways.  Cars  on  local  arteries  may  have  to 
wait  through  four  stoplight  changes. 

But  if  MDOT's  planners  could  tap  into  data  about  traffic 
volume,  road  conditions,  hghts,  lanes,  bridges,  tunnels  and 
dozens  of  other  variables,  they  could  target  highway  improve- 
ments where  they  are  most  needed.  Further,  by  sharing  their 
knowledge  with  businesses,  MDOT  might  be  able  to  alter 
demand  by  influencing  where  companies  bmld  or  expand. 

The  MDOT  group  eagerly  came  to  Cambridge  last  sum- 
mer from  Detroit,  Grand  Rapids  and  Jackson — nine  mem- 
bers representing  user  departments  such  as  Transportation 
Planning  and  Traffic  and  Safety.  Only  one  came  from  IS. 
They  were  all  used  to  working  in  isolated  departmental 
teams,  MDOT  co-leader  Marsha  Small  noted,  not  in  cross- 
functional  teams,  as  this  workshop  would  require.  Adding 
to  the  problem:  Some  were  not  knovra  for  being  team-ori- 
ented or  for  being  particularly  friendly  about  amending  their 
ways  of  working. 

Thursday  Morning  Rapid  consensus 
is  followed  by  rapid  screen  development. 
Experiencing  the  results  of  this  quick  work 
often  has  a  profound 
effect  on  senior 
managers. 
They  suddenly 
see  possibilities 
where 
before  they 
had  seen 
only  barriers. 


Chris  Greendale,  Cambridge  Technology  senior  vice- 
president,  sales  and  marketing,  addressed  the  change  issue 
in  his  introduction  on  Monday.  "Fold  your  arms,"  he  told 
the  group.  "Now  unfold  them  and  fold  them  the  opposite 
way."  If  such  a  simple  change  feels  so  uncomfortable,  he 
pointed  out,  changing  whole  ways  of  working  will  be  even 
tougher.  He  suggested  that  team  members  try  driving  to 
work  a  different  way  when  they  retum  to  Michigan,  just  to 
break  themselves  from  the  routine  that  begins  their  day. 

This  "soft  issues"  session  lasted  no  more  than  an  hour 


because  the  workshop  is  more  science  than  sociology,  more 
practice  than  theory.  The  MDOT  schedule  for  the  week 
looked  something  Hke  this:  Monday — refine  the  scenariol 
that  will  be  the  basis  for  the  Friday  presentation  and  begin 
designing  the  screens  that  people  using  the  CMS  would  see 
on  their  computers.  Tuesday — continue  defining  screens, 
integrate  the  CMS  with  two  already  completed  systems,  and 
gather  data  for  the  scenario.  Wednesday — prioritize  the 
functions  the  CMS  should  contain,  finish  screen  develop- 


Friday 
Afternoon 

After  seeing 
their  respective 
prototypes, 
both  the 
Hughes  Aircraft 
and  MDOT 
contingents 
unanimously 
agreed  to  put 
their  prototypes 
into  production. 


ment  and  specify  the  business  benefits  of  building  a  CMS. 
Thursday — review  the  screens  for  the  final  time,  prepare  the 
presentation  and  do  dry  runs.  Friday — present  results  to 
senior  management. 

Each  afternoon  ended  with  a  checkpoint  at  4:30  when 
subgroups  reported  their  progress  in  developing  the  sce- 
nario. Later  in  the  evening,  the  Cambridge  Technology  staffl 
kept  the  momentum  going  by  working  on  their  own  until! 
midnight  or  later — as  long  as  it  took — so  that  the  client} 
team  saw  fresh  results  when  they  started  the  next  day. 

MDOT  operates  in  an  environment  of  shrinking 
resources,  with  many  departments  losing  two  or  three  per- 
cent of  personnel  per  year.  The  IS  group,  which  reached  195! 
employees  six  years  ago,  now  numbers  just  above  90.  The 
attrition  includes  people  who  are  walking  databases.  When| 
Joe  or  Jane  retires,  he  or  she  retires  key  information.  "Traf-| 
fic  signs  were  falling  down  in  the  Detroit  area,"  says 
MDOT's  CIO,  Mike  Cleary,  "because  of  a  defect  in  the  boltsi 
supporting  them.  The  person  responsible  for  the  inventory] 
of  signs  had  retired."  Such  incidents,  small  and  large,  madej 
it  clear  that  to  improve  response  time  and  decisionmaking,; 
MDOT  needed  a  transportation-management  system.  It  hadi 
to  encompass  the  vast  amovmts  of  information  scattered  ini 
isolated  computers,  paper  files  and  people's  heads. 

Did  the  approach  work?  "A  lot  of  people  have  had  this 
vision  for  years,"  said  Robert  Adams,  MDOT  chief  deputy* 
director,  after  seeing  his  team's  Friday  presentation.  "But 
we've  never  been  able  to  pull  it  off.  I  think  we're  on  the 
verge  of  doing  that  now."  The  demonstration  showed  a  useri 
moving  seamlessly  from  the  CMS  to  the  two  other  proto- 
types already  bmlt,  on  public  transit  and  intermodal  trans- 
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Congestion  in  major  cities 
makes  getting  around  a  daily 
challenge.  AEG  Transportation 
Systems  not  only  gets  people 
where  they're  going  quickly,  but 
in  safety  and  comfort  as  well. 
A  three-car  train  of  sleek,  quiet 
C-200  vehicles  carries  more 
people  than  a  747  and  at 
speeds  up  to  55  MPH.  They're 
just  one  part  of  AEG's  turnkey 
C-200  Advanced  Automated 
Transit  System -everything 
from  automatic  train  control  to 
guideways  that  go  on,  over  or 
under  the  ground.  The  world's 
first  advanced,  automated 
transit  system,  the  C-200  even 
operates  without  a  driver.  After 
all,  it  doesn't  have  to  dodge 
the  traffic. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 

AEG 

Member  of  the  Daimler-Benz  Group 
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pottalion.  This  capability  obviously  pleased  Louis  Lambert, 
assistant  deputy  director.  "I  can't  believe  it,"  he  told  the 
group,  "but  I  think  we  can  actually  do  this — we  can  actually 
integrate  these  databases!" 

Experiencing  the  quick  results  of  rapid  prototyping,  with 
real  data  presented  in  a  visual  way,  often  has  this  effect  on 
senior  managers.  They  suddenly  see  possibilities  where 
before  they  had  seen  only  barriers.  If  all  goes  well,  MDOT 
will  soon  turn  off  its  Unisys  A15  mainh-ame,  whose  housing, 
maintenance  and  software  fees  come  to  $2  million  annually. 
CIO  Clcary  expects  this  move  will  cut  ongoing  computer 
costs  by  one-half  to  two-thirds.  All  told,  he  foresees  a  pay- 
back of  $3  million  in  a  year  and  a  half,  fust  as  important, 
MDOT  will  have  eliminated  its  dependency  on  a  single  hard- 
ware environment  and  will  soon  be  able  to  mix  and  match 
Unix  servers  based  on  their  price  and  functionahty. 

The  Secret:  "Make  It  So" 

IF  THERE  IS  A  SECRET  to  all  this,  it  is  that  Cambridge 
Technology  relies  on  users  to  get  so  invested  in  the 
development  process  that  they  will  not  let  it  fail.  A  pro- 
totypmg  team  from  Air  Products  and  Chemicals  ended 
its  presentation  to  management  with  a  plea  inscribed  on  T- 
shirts:  "Make  It  So."  The  executives  did  just  that,  informal- 
ly approving  the  customer  service  center  application  that 
day.  For  Mark  Williams,  the  workshop  focused  a  tremen- 
dous amount  of  pressure  on  participants,  particularly  on 
him  as  project  leader.  "In  the  middle  of  the  week,  network- 
ing lines  were  dropping,  and  people  were  getting  on  each 
other's  nerves,"  he  remembers.  "From  that  standpoint,  I 
wouldn't  want  to  do  it  again." 

On  the  surface,  rapid  development  might  seem  like  a 
straightforward  process  to  copy,  in  particular  the  prototyping 
workshop  phase.  Yet  executives  who  have  gone  through  it 
readily  admit  they  could  not  repeat  it  themselves,  at  least 
not  without  more  practice.  Cambridge  Technology  will  train 
cHents  who  want  to  wean  themselves  from  its  support,  as 
Hughes  is  currently  doing  after  four  development  efforts. 

Achieving  consensus  without  external  help  is  one  prob- 
lem companies  face  on  their  own;  perhaps  more  important- 
ly, they  lack  expertise  in  the  new  computing  environment, 
expertise  a  finn  like  Cambridge  Technology  has  in  abun- 
dance. Cambridge  Technology's  distinctness  comes  from  its 
single-minded  devotion  to  developing  skills  in  areas  still  for- 
eign to  many  companies— open  systems  and  distributed 
computing  based  on  Unix  client/servers. 

As  MDOT  CIO  Cleary  says:  "We  had  been  in  the  mode  of 
controlling  what  users  do.  Our  business  processes  were  set 
up  to  fit  around  the  technology,  hke  batch  processing,  and 
our  analysts  and  programmers  didn't  loiow  how  to  do  this 
kind  of  development.  Now  we're  moving  out  of  the  dark 
ages  of  computing."  (jg 


George  Harrar  wrote  about  outsourcing  in  the  June  7  Forbes 
ASAP. 
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In  ony  organization,  it  would  be  considered  a  minor  miracle.  Fifty  top 
executives  from  Blue  Cross/Blue  Shield  of  Rhode  Island  gathered  in  a 
hotel  conference  room  20  miles  from  headquarters  in  Providence,  and 
after  two  days  of  wrangling  they  actually  agreed  on  something 
important:  to  radically  improve  performance  based  on  a  reengineered 
approach  to  marketing. 

The  miroclemaker — or,  more  precisely,  the  miracle  medium — 
was  Cambridge  Technology  Partners'  resident  psychology  major  Paul 
S.  Sherman,  a  1988  Harvard  University  groduate.  How  he  worked  the 
group  is  a  lesson  for  ony  company  seeking  consensus. 

1.  Choose  a  mediator  who  has  no  stoke  in  the  outcome  and  is  not 
in  a  position  of  power.  Whether  an  outside  consultant  or  an  in-j 
house  person,  the  mediator  must  have  the  group's  trust  to  be 
neutral. 

2.  Acknowledge  past  failures.  BC/BS  hod  tried  twice  to  revamp  key| 
processes,  leaving  many  executives  wary  of  launching  a  thirdi 
effort.  Sherman  encouraged  people  to  express  their  frustrations 
rather  than  hide  them. 

3.  Keep  the  group  to  1 2  or  under.  If  a  jury  of  that  size  can  decide 
the  fate  of  people's  lives,  surely  12  executives  can  eventually 
agree  on  some  corporate  move.  Trying  to  get  consensus  from  50 
people  is  downright  crazy,  but  not  impossible,  as  Sherman 
proved. 

4.  Hold  the  session  off-site,  and  leave  ties  and  jackets  back  at  the 
office.  Both  moves  help  people  understand  that  this  is  not  a  nor- 
mal workday;  they  are  free  to  speak  their  minds. 

5.  Prescribe  a  time  limit.  Put  a  stake  in  the  ground,  Sherman  says, 
so  people  know  when  they  must  reach  agreement.  Two  days  is 
an  optimum  time,  because  it  allows  for  a  night  of  reflection. 

6.  Start  with  a  motivation  session  that  gets  people  thinking  not| 
about  the  functional  specialties  that  divide  them,  but  about  somei 
human  experience  that  unites  them.  Sherman  asked  the  assem-i 
bled  individuals  to  imagine  going  home  that  night  to  find  theirl 
spouses  had  thrown  out  a  beloved  sweater,  one  they  hadn't  worni 
in  five  years.  How  would  they  feel?  As  if  something  secure  hadi 
been  taken  from  them,  and  they  had  no  control  over  it.  They 
might  well  feel  the  same  about  changing  their  work  processes.  To 
get  in  the  proper  frame  of  mind,  Sherman  told  them,  they  would 
have  to  give  away  that  sweater  voluntarily.  After  oil,  there  must 
be  some  reason  they  hadn't  worn  it  in  so  long. 

7.  Paint  a  bleak  picture  about  the  status  quo.  BC/BS  was  facing 
increasing  competition  from  more  nimble  niche  players  that  }l 
could  react  faster  to  market  needs.  Change  had  to  be  seen  not 
as  a  choice  but  rather  as  a  necessity  for  survival. 

8.  Set  clear  goals.  In  BC/BS's  case,  it  was  improving  financial  stobil-j 
ity,  increasing  enrollment,  and  improving  image  and  quality. 

9.  Brainstorm.  With  50  people,  there  were  50  different  opinions! 
about  how  to  reach  the  goals.  Each  opinion  should  be  discussed 
in  a  nonevaluotive  way. 

10.  Weigh  each  option  for  its  potential  to  help  the  organization 
reach  its  goals.  Handled  this  way,  options  are  divorced  from 
their  source,  which  depersonalizes  the  discussion. 

1 1 .  Don't  ask  for  a  vote.  As  in  jury  deliberations,  taking  public  votes 
on  ideas  hardens  people  into  their  positions.  Sherman  avoidsi 
even  taking  a  show  of  hands  on  a  proposed  solution  and  insteadi 
asks  an  open-ended  question  such  as.  How  do  you  feel  about! 
this  suggestion? 

1 2.  You  have  to  know  what  consensus  is  in  order  to  reolize  when  you 
have  achieved  it.  A  consensus,  says  Sherman,  is  a  decision  thot| 
everyone  con  live  with,  one  which  takes  into  account  everyone's! 
opinions  and  does  not  compromise  any  person's  strongest  beliefs. 


Imagine  a 
chip  that 
stays  so 
cooi  it  gives 
drivers  a 
brake  in 
panic  stops. 


The  electronic  modules  that 
control  anti-lock  braking  sys- 
tems must  contend  with  engine 
compartment  heat  that  often 
exceeds  248  degrees.  Now, 
advanced  power  technology  from 
Siliconix,  a  member  of  AEG's 
Microelectronics  Group,  TEMIC, 
allows  circuits  to  run  cooler 
and,  therefore,  more  reliably. 
Siliconix  is  the  leading  worldwide 
supplier  of  power  MOSFETs 
for  ABS  applications.  Power 
MOSFETs  from  AEG  offer  the 
industry's  lowest  on-resistance, 
which  allows  them  to  carry 
higher  current  without  over- 
heating. Not  only  are  they  more 
reliable,  they  reduce  system 
cost.  And  they're  things  every 
driver  can  live  with. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 


Member  of  the  Daimler-Benz  Group 


At  IBM  Business  Recovery  Services, 
we  even  back  up  our  backup  sites. 


Hot  Sites 
Remote  Sites 
Additional  Ihukup  Sites 


If  a  disaster  strikes,  you  want  to  know 
that  you're  going  to  be  100%  covered. 
That  there's  a  backup  site  available  to 
you  from  the  moment  you  place  that 
phone  call.  Whether  you're  a  large 
client  or  a  small  one.  You  don't  want  to 
be  told  that  the  sites  are  all  spoken  for, 
and  you'll  have  to  wait— sorry  about 
that.  Or  that  it  could  be  days,  or  even 
weeks,  before  they  can  accommodate 
you.  Or  that  once  you  get  to  the  facil- 
ity, your  hours  are  limited  or  it  turns 
out  they're  not  able  to  duplicate  your 
own  environment  as  promised,  and  a 
total  recovery  becomes  more  difficult 
than  you  ever  imagined. 

With  Business  Recovery  Services 
from  IBM,  you  can  sign  on  knowing 


that  you're  100%  covered,  no  ifs,  ands 
or  "call-US-tomorrow"  scenarios  to 
worry  about. 

Hot  sites,  remote  sites  and  sites  unseen. 

To  begin  with,  we  have  more  sites 
than  anyone.  So  if  disaster  does  strike, 
you  don't  have  to  worry  about  waiting 
in  line  to  get  your  business  back  on 
track,  because  there  won't  be  a  line. 
We  have  13  strategically-located  hot 
sites  nationwide  as  well  as  another 
12  remote  sites.  And  unlike  any  of  our 
competitors,  we  even  back  up  our 
backup.  If  need  be,  we  can  tap  into 
IBM  facilities  all  over  the  country. 
That  means  we'll  assign  a  site  to  you 
the  moment  you  call  us,  so  you 


IBM  is  the  underdog, 
so  well  do  mhatei'er 
it  takes  to  get  Your 
business. 


can  be  back  in  business  in  no  time. 
And  yes,  it  will  be  available  to  you 
24  hours  a  day  as  long  as  you  need  it 
No  matter  what  type  of  com-  . 
puter  equipment  you  have, 
liigh-end  systems,  midrange, 
advanced  workstations  or  person- 
al computers,  we  can  cus- 
tomize a  hot  site  for  you. 
hi  fact,  we  can  duplicate  your 
own  integrated  environment  down  to 
the  las  PC  if  you  wish.  And  if  you 
need  equipment  other  than  ours. 


1/  e  ll  even  jump 
through  hoops 
for  you. 


we  have  more  competitive  equipment 
available,  including  DEC^'  Tandem,' 
Unisys 'and  Stratus,"  than  anyone  else 
in  the  business.  Just  as  important,  you 
can  test  your  plan  on-site  on  a 
regular  basis.  And  while  it  all 
adds  up  to  a  premium  plan, 
the  price  isn't. 

IBM  is  not  the 
biggest  player  in  the 
Disaster  Recoverv 
business,  but  nobody 
can  provide  the 
kind  of  in-depth 

coverage  and  ^ 


0'  service,  and  peace  of  mind,  that  we 

can.  If  you  need  our  help  interna- 
tionally as  well,  we  can  provide  Business 
Recovery  Services  in  over  40  countries, 
worldwide.  The  fact  is,  we  have  every 
intention  of  becoming  the  leader  in 
Disaster  Recovery,  so  we're  willing  to 
go  beyond  business  as  usual  to  win 
your  business,  and  your  confidence. 

The  number  to  call  before  disaster 
strikes:  1-800-365-4426,  Ext.  230. 

There's  no  time  like  today  to  start 
planning  ahead.  Just  send  in  the 
attached  business  reply  card  or  call 
our  800  number.  We'll  send  you  more 
information  and  answer  any  questions 
you  have.  Or  if  you  want,  we'U  be  happy 
to  set  up  an  appointment  for  you  with 
an  IBM  Business  Recovery  Specialist. 
You  may  never  have  to  face  a  disas- 
ter, but  it's  nice  to  know  that  you  don't 
have  to  ever  worry  —  — 

about  it  We'll  be  right  E 
there  to  back  you  up. 


Business  Recovery  Services 

Provided  by  Integrated  Systems  Solutions  Corp. 

Integrated  Systems  Solutions  Corp  is  a  subsidiary  of  IBM  IBM  is  a  iradema:'-  ot  IBM  Corp 
DEC,  Tandem,  Unisys  and  Stratus  are  trademarks  of  Digital  Equipment  Corp  , Tandem 
Computers  Inc  ,  Unisys  Corp  and  Stratus  Computer  Inc  ©1993  IBM  Corp 
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Multiple  screen  options:  L  i  i j  l  iium 
Toshiba's  renowned  active  matrix  color,  dual-scan 
color  or  monochrome  displays.  You  get  a  system 
that's  right  for  v'fw  tastes,  budget  and  applications. 


The  Ballpoint*  2.0  Mouse:  This  mouse, 
enhanced  for  accuracy,  snaps  on  and  off  m  an 
instant,  and  needs  no  cords.  Our  newest 
version  adds  features  for  improved  tracking, 
and  rehned  ergonomics. 
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THE  FASTEST  BUSINESS  DECISION 

YOU'LL  EVER  MAKE. 


Satellited       ^ ^^'"^ *^ "™ !™^' 

486  DX2  processor.  You  get  the 
power  to  put  Windows'"  and  DOS  applications  tl^ough  their 
paces,  without  even  breal<ing  a  sweat. 

What  makes  it  a  business  decision  is  value. 

Tne  Satellite  Senes  packs  all  that  power  into  a  system  that 
is  high  on  functionality  and  surprisingly  low  on  price. 

You  get  Toshiba's  famous  screen  technologies  for  clearer, 
brighter  displays;  a  BallPoint"  Mouse  2.0  with  Quicl<Poit"'  for  easy 
precise  control:  full-travel  keyboards,  and  Toshiba  MaxTime'" 


Power  Management  for  longer  battery  life. 

Plus  a  PCMCIA  slot  for  a  whole  new 
family  of  powerful  peripherals,  pre- 
installed  MS-DOS'"  6.0  and  Wmdows 
software,  and  the  proven  advantages  of 
Toshiba's  rugged,  yet  ergonomic  design. 

All  for  much  less  than  what  you'd  expect  to  pay.  So  you 
can  d'avel  in  the  fast  lane  without  a  toll. 

The  Toshiba  T1950  Satellite  Senes.  That's  an  easy  decision 
Tlie  hard  part  is  deciding  how  many  to  get. 


14.5mm  industry- 
standard  PCMCIA 
2.01  compliant  slot: 

Accepts  a  credit  card-sizec 
data/fax  modem, 
networking  adapter, 
hard  drive,  or  more. 


In  Touch  with  Tomorrow 

TOSHIBA 

For  a  dealer  near  you.  call  1  (800)  457-7777,  ©  1993  Toshiba  Amenca  Information  Systems,  Inc.  _ 
.\\\  products  indicated  by  trademark  symbols  arc  trademarked  and/or  registered  by  their  respective  companies. 
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'The  marketplace  is  littered  with  people  who 
lave  failed  on  big  jobs." 

John  Demetra,  a  partner  and  20-year  veteran  at 
Deloitte  &  louche 

AT  Allied  Van  Lines,  says  CIO 
and  vice-president  of  IS  C. 
Roger  Brooks,  "You  can  do  a 
lot  of  computer  integration 
and  not  change  the  structure 
of  the  organization.  Or  you 
;an  do  business  reengineering  and  not 
change  the  technology.  To  win  these 
days,  you  have  to  do  both." 

But  can  you;  Doubtful.  Sooner  or 
later,  most  companies  need  help  from 
the  outside,  and  that's  where  it 
liccomes  confusing.  Consultants  hawk- 
ing answers  to  management  and  IS 
conundrums  have  proliferated  like  rab- 
bits in  the  last  few  years,  and  with  15- 
pcrcent  annual 
industry  growth 
intcs  projected  for 
ihe  next  decade, 
half  the  educated 
world  may  soon 
be  wearing  that 
knowing,  annoy- 
ing consultant's 

smile.  Thank  Moore's  Law  for  that. 
With  computer  chips  doubling  in 
|irice/performance  every  12  to  18 
months,  last  season's  state-of-the-art 
inventory-tracking  system  becomes 
jthis  year's  albatross. 

Our  recommendation?  Stick  to 
cidvice  from  a  management  consultan- 
cy, a  technology-oriented  reengineering 
firm,  or  a  system  or  networking  inte- 
^jgrator — but  remember,  there's  no  magic 
wand.  Those  who've  already  been  there 
can  point  you  toward  the  starting  line. 
But  as  a  senior  manager,  it  will  be  your 
race  to  run — and  win. 

If  you  do  need  a  reengineering  con- 
sultant, finding  the  right  one  for  you  is 
the  key  to  success.  Here  are  some  guid- 
ing principles. 


Tliiowing  computers  at  a  problem  is  no 
longer  sufficient.  What  counts  is  the 
bottom  line.  That  impact  will  be  mea- 
sured differently  in  different  industries: 
unit  cost,  time  to  market,  customer  ser- 
vice efficiency,  brand  loyalty. 

Whatever  your  measure,  consider 
two  key  issues.  One  is  the  project's 
impact  on  competitive  advantage.  What 
is  your  competition  doing  in  this  area? 
Will  this  change  make  your  company's 
products  or  services  more  desirable? 


process  that  is  on  your  company's  criti- 
cal path — the  chain  of  processes  that 
contribute  to  or  limit  profitability. 
"Only  for  those  business  processes  that 
are  on  the  critical  path  should  we 
expend  technology  dollars,"  says  Case. 

The  analysis  of  a  project's  strategic 
impact,  however,  need  not  be  as  formal 
as  the  one  Case  proposes.  For  small 
companies,  that  analysis  could  be  as 
simple  as  the  CEO,  CFO  and  functional 
vice-presidents  examining  ways  to 


//  you  do  need  a  reengineering  consultant, 
finding  the  right  one  for  your  company  is 
the  key  to  success.  Here  are  a  few  hints. 


Stupid 
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Is    THE    PROPOSED  PROJECT 

irvipoRTANT?  Determining 
whether  to  spend  scarce  dollars  on 
a  reengineering  project  is  a  strategic 
decision.  One  lesson  of  the  last  decade 
IS  that  there  is  no  automatic  link 
between  IT  investment  and  improve- 
ments in  efficiency  or  productivity. 


The  other  issue  has  to  do  with  the 
effectiveness  of  your  company's  core 
business  systems.  Will  this  proposal 
make  your  company  run  better?  Will 
results  show  up  in  the  form  of  lower 
unit  costs,  fatter  margins  and  decreases 
in  cycle  times  or  customer  complaints? 

One  increasingly  popular  technique 
used  to  determine  whether  a  proposed 
project  is  indeed  important  is  critical 
path  analysis.  Al  Case,  vice-president 
for  applications  development  and  man- 
agement strategies  at  the  Gartner 
Group  Inc.,  a  Stamford,  Conn. -based 
strategic  research  and  advisory  firm, 
argues  that  you  should  test  any  propos- 
al by  determining  whether  the  system 
to  be  reengineered  affects  a  business 


improve  the  fit  between  operations  and 
the  marketplace. 

However  you  go  about  it,  think  your 
goals  through  before  bringing  in  the 
consultants. 

2 ARE    YOU    CONVINCED  YOUR 
EFFORTS  WIUL  PRODUCE  GOOD 
RESUUTS   WITHOUT  JEOPAR- 
DIZING THE   COMPANY?   Wc'tC  nOt 

talking  about  which  grade  of  copier 
paper  to  buy  here.  The  economics  of 
these  projects  are  monstrous,  says  Paul 
Cosgrave,  executive  vice-president  of 
Chicago-based  Technology  Solutions 
Co.  (TSC).  A  direct-marketing  company 
working  with  TSC,  for  example,  is 
investing  $1.6  milHon  in  imaging  tech- 
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nology — because  it  expects  to  see  a 
ISO-percent  rate  of  return  on  that 
investment. 

Big  hopes.  But  the  world  is  a  less 
quantitative  place  than  it  once 
appeared  to  be.  How  does  one  measure, 
for  example,  the  impact  of  a  specific  IT 
project  in  improvmg  customer  satisfac- 
tion? In  a  fast-moving  world,  CEOs 
may  have  to  forego  numbers  for  con- 
vincing qualitative  analysis  that  points 
to  competitive  advantage.  Says  Jane 
Snowdon,  a  consultant  with  the  IBM 
Consulting  Group  m  Boca  Raton,  Fla., 
"Depending  on  the  situation,  it  can  be 
very  easy  or  very  hard  to  come  up  with 
a  simple  fonnula." 

In  one  scenario,  it  gets  easier.  If 
you're  being  trounced  in  the  market- 
place— for  example,  the  product  yt)u're 
bringing  to  market  in  10  days  is  being 
brought  in  by  your  competitor  in  one — 
there's  little  to  think  about.  Will  the 
proposal  install  systems  that  will  spark 
the  dramatic  change  you  require?  If  so, 
go  for  it;  it's  reengineer  or  die. 

But  the  bigger  the  project,  the  less 
likely  you'll  be  able  to  obtain  firm,  reh- 
able  projections.  Uncertainty  is 
inevitable,  even  appropriate.  So  is  a  fair- 
ly lengthy  consideration  and  approval 
period.  But  don't  dillydally  forever. 
Glenn  Mangurian,  senior  vice-president 


for  CSC  Index  Inc.,  a  consulting  firm  in 
Cambridge,  Mass.,  describes  the  CEO's 
expectations  as  follows:  "At  the  end  of 
three  months  I  should  have  a  sense  of 
where  I  should  change  the  organiza- 
tion, why  I  should  change,  what  it  will 
be  worth  to  me  to  change — with 
enough  precision  to  make  a  manage- 
ment judgment  to  continue — and  then 
[be  presented  with]  a  vision  of  how  it 
would  operate  in  a  new,  changed 
world." 

Still  confused?  Throw  the  burden  of 
proof  back  to  the  consultancy.  Demand 
that  it  justify  the  value  of  the  project  to 
your  business.  If  it  wants  your  busi- 
ness, it  will  hsten. 

3 Can  it  be  done  in-house? 
Should  it  be  done  in- 
house?  You,  your  line  managers, 
MIS  director  and  CIO  need  to  address 
the  question:  Does  the  desired  time 
frame  for  completion  support  in-house 
bootstrapping?  What  are  the  costs  of 
pulling  IS  personnel  off  ongoing  work 
to  do  development? 

Even  more  important,  will  your  cor- 
porate culture  allow  an  outsider  to 
institute  radical  changes?  And  will 
your  executives  support  those  changes? 
The  hard  truth:  A  legacy  culture  that 
values  seniority,  tradition  and  incre- 


mental, evolutionary  change  is  also 
likely  to  be  resistant  to  change  from 
the  outside. 

Paul  Johnston,  a  program  manager 
at  Intemational  Data  Corp.  of  Framing- 
ham,  Mass.,  says  roughly  one-third  of 
all  business  process  reengineering  |BPR) 
projects  fail  because  of  cultural  con- 
flicts. JuUe  Schwartz,  associate  director 
of  professional  services  for  Dataquest's 
Worldwide  Services  Group,  Framing- 
ham,  Mass.,  gives  the  issue  even  more 
weight,  calling  it  "probably  the  most 
important  factor  in  BPR." 

Advice  to  CEOs:  You  need  to  figure 
out  how  you're  going  to  change  the  cul- 
ture before  you  write  the  programs. 

Are  your  managers  up  to  the  task? 
Lexington,  Mass. -based  computer 
industry  analyst  Karen  Kugel  suggests 
that  the  likelihood  of  power  struggles 
and  turf  wars  is  one  reason  for  the  high 
failure  rate  of  large-scale  reengineering 
projects.  "When  all  of  a  sudden  some- 
body says,  'Let's  take  a  tabula  rasa  look 
at  your  department  and  see  how  we 
can  do  things  better,'  it's  a  major  threat 
to  their  jobs  and  job  security." 

If  your  culture  won't  support  exter- 
nally catalyzed  change,  keep  the  work 
in-house — or  broaden  the  scope  of 
reengineering  to  change  the  culture  as 
well.  Management 


alue-added. 


Who  doesn't 
make  that 
claims 
Ask  the  consultancy  if 
it  will  share  the  risk  of 
the  project  by  tying  its 
paycheck  to  your 
business  performance 
improvements. 

STRATEGY  MATTERS  Barry  Sullivan  (left)  of  EDS  is  pioneering  risk-reword  contracts.  Steve  Levandowski  of  Levi  Strauss  vi^ent  outside  to  speed  things  up. 
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Informix  Database  Technology 
Helps  Bloomberg  Deliver  Data 
und  the  Clock. 


When  Bloomberg  Financial  Markets,  the  world's  leading  provider  of  securities 
information  and  analytics,  wanted  to  ensure  that  their  users  had  timely  access  to  critical 
information  they  turned  to  us,  Informix,  the  experts  in  relational  database  manage- 
ment systems. 
24X7Availabilityi 

The  Bloomberg  Terminal  allows  corporate  investors  access  to  the  latest  financial 
information,  including  news,  research,  debt  markets,  CMOs,  treasury  bonds,  equities, 
and  a  myriad  of  other  financial  data.  With  INFORMIX-OnLine,  our  high-performance 
database  server,  Bloomberg  users  can  be  sure  that  the  information  is  available 
24  hours  a  day,  seven  days  a  week. 
Ten  Gigabyte  Database  and  Growing. 

OnLine  is  robust  enough  to  enable  Bloomberg  to  easily  handle  nearly  10 
gigabytes  of  information  while  delivering  rapid  results  and  high  reliability.  And 
INFORMIX-ESQL/C  gives  Bloomberg's  programmers  a  flexible  programming 
environment  for  developing  custom  applications  and  capabilities— both  of  which 
allow  Bloomberg  to  offer  cutting-edge  technology  and  service  to  their  clients. 

Bloomberg  Financial  Markets  and  thousands  of  other  companies  have  called 
on  us  for  over  13  years  to  successfully  handle  their  critical  data. 

If  you're  considering  a  client/server  solution  for  data  management,  talk  to 
Informix. 

Because  we're  the  experts. 
Call  1-800-688-iFIViX. 


fi  INFORMIX* 

THE  OPEN  DATABASE  EXPERTS. 


Canada  and  Utin  Amenca  4 h  926-6)00  Europe  44  784  240  444,  Asii/Pdcific  65  29K  1716 

I©  199)  Infonmx  Software.  Inc  Intormix  is  a  registered  trademark  of  Informix  Software.  Inc 
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Doing  It  on  the  cheap 


attitudes  are  a  different  thorny  issue. 
Luckily  for  you,  most  consultants 
equipped  to  handle  large  projects 
assume  this  will  be  an  issue  and  make 
plans  to  deal  with  it  proactively. 

Ironically,  a  stuck  culture  can  be 
read  as  an  argument  for  a  full-blown 
BPR  endeavor:  If  your  culture  opposes 
radical  change  and  radical  change  is 
needed,  shouldn't  you  be  considering  a 
project  that  will  produce  a  massive 
change  in  that  cultvire? 

4 Is  THE  RIGHT  CONSULTANT 
BEING  PROPOSED?  Kalscr  Per- 
manente,  a  health  care  provider 
with  1992  revenues  of  more  than  $11 
billion,  needed  help  managing  its 
growth  in  five  emerging  regional  cen- 
ters. Andy  Dubill,  vice-president  of 
interregional  services,  says  Kaiser  chose 
IBM's  Integrated  Systems  Solution 
Corp.  (ISSC)  on  the  basis  of  its  long- 
term  relationship  with  Big  Blue. 

As  part  of  his  research  during  the 
negotiation  phase,  Dubill  talked  with  a 
nimiber  of  companies  about  their  expe- 
riences with  ISSC.  "People  were  very 
free  and  open  about  sharing  informa- 
tion," he  says. 

Checking  out  a  consultant  may  be 
one  job  you  want  to  do  yourself.  Peter 
Raulerson,  president  of  ParaTechnolo- 
gy,  a  Bellevue,  Wash.,  consultancy  that 
monitors  the  integration  field,  says, 
"Make  sure  the  references  are  valid  and 
appropriate,  and  are  representative.  And 
I'm  not  sure  I'd  want  to  delegate  the 
reference-checking.  If  you're  down  to 
the  point  where  you're  going  to  select 
this  firm,  call  their  references'  CEOs." 

Allied  Van  Lines'  Brooks  recom- 
mends you  pay  close  attention  to  cus- 
tomer complaints.  "About  the  best  ref- 
erence you  can  get  is  an  unhappy  cus- 
tomer that  a  firm  turned  around,"  he 
says.  "Every  job  has  its  problems. 
When  a  firm  sticks  with  it  and  makes 
it  work,  that  shows  they  have  flexibih- 
ty  and  staying  power." 

Never  confuse  flash  with  depth. 
You  don't  want  cutting-edge  technolo- 
gy or  approaches  but  rather  proven  sys- 
tems. Observes  Gartner's  Case:  "One  of 
the  big  problems  we  have  today  is  that 
the  level  of  technology  that  makes  it 
onto  the  cover  of  a  magazine  is  not 
necessarily  the  level  of  technology 


If  you  run  a  small  company,  being  told  to  go  out  and  hire  a  well-known  IS 
consulting  firm  is  Hke  being  told  you  need  to  buy  a  car  when  the  only  dealer 
in  town  sells  Rolls-Royce.  No  question  that  you'll  get  quaUty  if  you  shop 
there.  But  can  you  afford  that  much  quaUty? 

Be  crafty,  and  you  can  save  a  few  dollars.  Case  in  point:  Many  companies 
routinely  conduct  free  seminaxs,  either  on  their  own  or  in  conjunction  with 
other  companies  they  frequently  work  with.  These  seminars  are  usually  open 
to  any  company  that  asks.  Likewise,  senior  personnel  from  consulting  and 
integration  companies  are  regular  contributors  to  seminars  at  trade  shows  and 
conferences,  to  which  access  is  sometimes  free,  and  rarely  very  expensive. 

The  costs  of  consulting  usually  don't  start  until  you  sign  a  contract  to  buy 
services  or  products  from  a  company,  so  it  pays  to  get  as  much  information 
up  front  as  you  can.  You  can  leam  a  lot  that  way,  including  ways  to  make 
your  job  easier  and  the  engagement  less  expensive. 

Consultants  suggest  that  companies  interested  in  keeping  costs  down 
work  to  make  the  contracting  process  as  easy  as  possible.  This  means  avoid- 
ing comphcated  and  cumbersome  proposals  and  a  lengthy,  bureaucratic  selec- 
tion process.  Extra  paperwork  costs  consulting  companies  money,  and  that 
cost  gets  passed  on  to  you. 

Also,  make  sure  your  company  is  ready  to  play  the  partner  role.  Ensure 
that  your  existing  systems  are  well  documented,  that  you  have  staff  with 
enough  time  available  to  work  with  the  consultants  and  that  your  staff  is 
committed  to  making  the  relationship  work. 

Finally,  decide  what  part  of  the  job  you  can  do  yourself.  Most  consultants 
recommend  that  if  you  must  cut  costs,  you  do  it  at  the  back  end.  "Let  them 
point  the  way,  and  then  go  that  way,"  suggests  Mark  Tebbe,  president  of 
Lante  Corp. 

Basically,  there  are  four  ways  to  approach  low-cost  reengineering. 

Do  it  yourself  This  can  work  if  you  have  a  qualified  staff  with  enough  free 
time  to  reengineer  your  enterprise  rather  than  doing  the  jobs  they  are  current- 
ly doing.  If  you  don't,  you  can  always  hire  someone,  but  that  could  cost  more 
in  the  long  run  than  hiring  a  consultant.  If  you  don't  hire  someone,  and  your 
staff  isn't  qualified  or  doesn't  have  time,  and  you  go  it  alone  anyway,  you'll 
probably  get  what  you're  paying  for — a  disaster. 

Put  out  an  RFP  to  gather  information  You  can  follow  the  lead  of  some  govern- 
ments and  other  moral  scoundrels  and  put  out  a  request  for  proposal  that  you 
have  no  intention  of  awarding — then  use  the  great  ideas  that  pour  in  with  the 
proposals.  This  approach,  besides  being  ethically  bankrupt  (and  thus  only  fit 
for  governments),  frequently  fails  because  consultants  are  smart  enough  not 
to  tell  you  everything  in  their  proposals. 

Use  the  consulting  services  of  a  value-added  reseller  For  small  projects  (the  defin- 
ition of  small  here  depends  on  the  size  of  your  company  and  the  skills  of 
your  employees),  this  can  work  fine.  But  remember,  those  services  have  to  be 
paid  for  somewhere.  Like  the  free  lunch  in  a  saloon,  they're  really  not  free. 
You  simply  pay  for  services  in  higher  costs  for  the  computers  and  networking 
gear  you're  buying.  More  importantly,  most  VARs  don't  have  the  ability  to 
support  reengineering  projects.  Someone  has  to  integrate  the  whole,  and  that 
someone  is  an  IS  consultant. 

Hire  a  consultant  to  do  part  of  the  job  Typically,  you  would  pay  someone  to  do 
the  initial  design  and  the  problem  definition.  This  wiU  give  you  a  path  to  fol- 
low. While  it  still  means  you  have  to  have  the  staff  to  do  most  of  the  work, 
at  least  it  gives  you  the  benefit  of  added  experience  at  the  beginning,  when 
it's  most  needed.  It's  usually  a  good  idea  to  have  the  consultant  do  periodic 
reviews  of  the  project  to  make  sure  you  stay  on  track.  If  you  can't  have  a  con- 
sultant do  the  whole  job,  this  is  the  next  best  approach. 

Without  the  the  right  personnel  or  the  right  help,  do-it-yourself  reengi- 
neering is  hke  walking  in  a  minefield  without  a  map.  At  the  minimum,  it's  a 
good  idea  to  have  a  consultant  help  draw  the  map. 
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High  performance. 


The  drive  to  succeed. 

What  drives  your  business  forward?  Meeting  your  marl<eting  objectives?  Increasing 
your  competitive  edge'?'  Delivering  innovative  products?  It's  probably  all  of  these  and 
more.  And  that's  where  SAP  software  can  help. 

We  build  software  that  can  power  your  drive  for  success.  In  fact,  SAP  software 
is  already  doing  that  in  nine  of  the  top  ten  Fortune  500  companies.  That's  because 
the  R/2  and  R/3  Systems  are  ready-to-run,  integrated  solutions  for  today's 
business-critical  problems.  And,  they  deliver  high-level  performance  in  both 
mainframe  and  open,  client/server  environments.  Add  in  support  for  multinational 
currency,  language  and  legal  requirements,  and  it's  easier  than  ever  for  offices  from 
Paris,  France  to  Paris,  Texas  to  work  together 

So  why  not  make  the  most  of  your  drive  to 
succeed?  Call  1-800-USA-1SAP  You'll  find  out 
how  we  can  help  keep  your  business  on  track- no 
matter  what's  around  the  bend.  Integrated  software.  Worldwide^ 


—  It's  the  Fit 


Vendor-Integrator 

f~iur  15  Consultants  list  (page  126) 
includes  only  traditional  firms.  But 
many  product  vendors  are  also  big 
players  in  the  burgeoning  field. 

The  Department  Stores  Computer 
heavyweights  that  sell  everything 
from  PCs  to  minis  and  the  software 
and  networks  to  run  them.  Systems 
integration  completes  their  offering. 

•  DEC 

•  Hewlett  Packard 

The  Born  Again  would  have  been 
department  stores,  but  have  faded 

that's  ready  for  prime  time.  The  big 
concern  today  is,  Can  I  get  the  right 
people  with  the  right  talent  mix  to 
implement  this?" 

5 Is  THE  PROPOSED  DEAL.  COR- 
RECTLY STRUCTURED?  Com- 
puter  technology  is  becoming 
more  and  more  of  a  commodity.  Your 
MIS  director  can  buy  everything  he  or 
she  needs  to  install  a  LAN  via  mail 
order  or  from  a  warehouse  suppUer.  You 
certainly  don't  need  to  overpay  a  con- 
sultant for  shrinkv^rapped  products. 

Consultants  are  aware  of  the  prob- 
lem. As  Van  B.  Honeycutt,  president  of 
the  Industry  Services  Group  of  Com- 
puter Sciences  Corp.,  noted  in  a  fore- 
cast at  the  start  of  1993,  "The  greatest 
challenge  is  for  the  integration  indus- 
try to  deliver  true  value-added  work  for 


on  proprietary  hardware  and  have 
emerged  in  the  custom-solutions 
and  systems  integration  arena.  . 

•  Unisys 

•  Control  Data 

•  Bull/Integris 

The  Covert  Venerable  cold  war  war- 
riors who  wired  the  government 
and  are  reaching  over  to  the  civihan 
market. 

•  Gmmman 

•  Lockheed 

•  Martin  Marietta 

•  HFSI 

our  clients." 

Value  added.  Who  doesn't  make 
that  claim?  Here's  a  trick  to  determine 
who's  really  ready  to  belly  up:  Ask  the 
consultancy  whether  it  is  prepared  to 
share  the  risk  of  the  project  by  structur- 
ing the  deal  to  tie  compensation  to 
business  performance  improvements. 

Barry  SuUivan,  a  corporate  vice-pres- 
ident of  Electronic  Data  Services  com- 
ments, "There  are  a  lot  of  people  walk- 
ing around  saying,  'Partner,  partner, 
partner,'  but  they  won't  put  themselves 
at  risk." 

EDS  did,  though.  When  it  won  a  bid 
to  help  the  city  of  Chicago  clean  up  a 
one-year  backlog  in  processing  parking 
tickets  and  collect  some  $20  million  in 
outstanding  fines,  the  giant  consultan- 
cy proposed  a  shared  revenue  system.  It 
outfitted  Chicago's  parking  attendants 


with  handheld  computers  to  facilitate 
on-the-spot  data  entry.  When  cases 
came  to  court,  an  imaging  system 
brought  the  ticket  up  on-screen  in  the 
hearing  room,  keeping  the  process 
paper-free. 

The  result?  A  600-percent  increase 
in  the  collection  rate  over  18  months. 
During  the  same  period,  .5,000  police 
days  were  freed  up  from  the  business  of 
traffic  court.  Ticket  revenue  was  $60 
million  in  1991 — $20  million  more 
than  1990.  EDS  has  earned  $14  mil- 
Uon — 26  percent  of  the  $53  million  the 
city  has  taken  in  on  tickets  issued 
between  1980  and  1990. 

And  Chicago  has  seen  an  improve- 
ment in  its  downtown  traffic  of  roughly 
15  percent. 

Such  risk-embracing  consultants  are 
not  everywhere — you'U  have  to  look  for 
them.  Some  newer  SI  firms,  like  self- 
described  "next-generation"  company 
BSC  Consulting  Inc.,  a  Houston-based 
client/server  consultant,  are  moving 
aggressively  to  develop  new  models  of 
partnership  with  their  chents. 

Hyatt  Hotels  Corp.  went  looking  for 
a  consultant  when  the  chain  decided  it 
needed  expert  advice  in  running  its 
reservation  management  systems — 
advice  it  couldn't  get  in  house.  After 
spending  18  months  interviewing 
major  SI  firms,  Hyatt  decided  on  BSC,  a 
six-year-old,  fast-growing  $12  million 
company.  It  was  BSG's  pursuit  of  inno- 
vation in  business  relations,  as  well  as 
its  track  record  in  new  technologies, 
that  won  over  Hyatt. 

BSG's  ten-year  contract  is  valued  at 


BEST  ADVICE  Whirlpool's  WaiJ  Coleman;  Manage  your  tonsultant.  Pepsico's  Bob  Hobig:  Use  several  firms.  Gartner's  Al  Case:  Start  with  a  critical  path  onalysii 
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roughly  $300  million.  Estimating  that 
( )iily  30  percent  of  aU  hotel  reservations 
arc  processed  electronically,  Hyatt  and 
BSC  are  attempting  to  create  a  reserva- 
tions management  system  that  can  be 
sold  throughout  the  hospitality  and 
travel  industry.  The  arrangement  is  a 
true  partnership:  BSG  is  committing 
more  than  $10  million  to  form  a  new 
company  (BSG  Alliance/IT)  that  will 
icquire  and  operate  the  technical 
issets,  software  and  hardware  of 
Hyatt's  Technical  and  Central  Reserva- 
tion Centers.  Nearly  500  former  Hyatt 
workers  are  now  BSG  employees. 

But  not  all  consultants  will  be 
receptive  to  price-to-value  contracting. 
Several  point  out  that  it  can  be  very  dif- 
licult  to  isolate  as  a  compensation  ref- 
erent the  effects  of  a  large  or  complex 
project,  particularly  against  the  back- 
drop of  cychcal  economic  shifts.  How- 
ever, it  certainly  won't  hurt  to  ask. 

WmU  YOUR  STAFF  PROPERLY 
.MANAGE  THE   PROJECT?  SomC- 

'one  on  your  staff  will  have  to 
lanage  the  reengineering  project.  Who 
that  be? 

You  will  need  an  internal  manager 
for  the  project:  strong,  smart,  resovirce- 
and  respected.  The  bigger  and  more 
Strategic  the  project,  the  closer  that 
lanager  needs  to  be  to  you.  For  major 
It  projects  with  enterprise  implica- 
pions,  the  manager  should  probably 
foik  out  of  the  CIO's  office.  For  BPR 
projects,  location  within  the  hierarchy 
latters  less  than  personal  qualities: 
^iill  out  your  short  hst  of  overachiev- 
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ing,  overcommitted 
up-and-comers. 

One  of  the 
things  the  project 
manager  may  be 
responsible  for  is 
finding  out  what 
the  consultant  is  up 
to.  "In  some  of  the 
projects  that  go 
wrong,  there's  been 
a  lot  of  contact 
with  the  chent  dur- 
ing the  sales  period, 
and  then  the  pro- 
ject team  goes 
underwater  for  a 
long  time  and  only  comes  up  when 
there  are  problems,"  says  Deloitte  & 
Touche  partner  John  Demetra.  "We 
call  that  the  porpoising  effect." 

Make  sure  that  the  project  manager 
is  involved  as  much  as  possible  in  the 
discussions  with  the  consultant  up 
front — before  the  deal  is  signed. 
Empower  that  person  to  assemble  a 
product  team  to  complement  the  con- 
sultant team.  Remember:  The  bigger 
and  more  strategic  the  project,  the 
more  people  you  wUl  have  to  cut  loose 
from  day-to-day  line  responsibihties. 

"The  one  suggestion  I  have  is  to  do 
a  lot  of  due  dihgence  on  the  front  end," 
says  Bob  Habig,  CIO  at  Pepsico,  which 
is  in  the  middle  of  a  large  reengineering 
project.  The  company's  reengineering 
effort  has  involved  a  number  of  con- 
sulting firms:  CSC  Index  for  the  high- 
concept  work  and  CSC  Partners  and 
TSC  for  applications  development  and 
business  systems  migration  to 
client/server  configurations.  "The 
whole  crew — the  intemal  IT  group,  CSC 
Partners  and  TSC — had  a  burning-in 
period  with  a  lot  of  commitment  from 
each  company  and  some  clear-cut  oper- 
ating principles,"  says  Habig. 

Trust  is  essential  because  even  the 
best-managed  SI  projects  are  sure  to 
have  some  rocky  moments. 

Dan  Wartluft  from  Ernst  &  Young 
thinks  group  activities  that  involve  the 
consultancy  team  and  the  client's  pro- 
ject team  are  critical  to  establishing 
trust.  "Before  we  even  started  work  at 
one  customer's  site,  we  took  their  team 
on  an  Outward  Bound  trip,"  he  says. 

Rosemont,  Ill.-based  ComDisco  CIO 


lobal  Systems  Reengineering  Markets 

1992-1997 


Source;  G2  Research  Inc. 


and  vice-president  of  IS  Chuck  Francis 
says  he  had  no  qualms  asking  Ernst 
Young  to  remove  a  team  member  who 
wasn't  fitting  in  with  the  efforts  to 
build  an  IS  infrastructure.  "They  didn't 
blink  an  eye,"  he  says. 

But  Francis  cautions  that  while  a 
smooth  team  is  critical,  companies 
shouldn't  follow  the  same  approach 
when  the  agenda  is  a  more  radical  busi- 
ness process  reengineering.  "Taking 
anybody  off  the  reengineering  team 
would  be  real  tricky  because  then  you 
send  a  message  that  anyone  at  the 
chent  can  resist  a  needed  change." 

BOTTOM  UiNE 

Now  do  you  see  it?  The  reengineering 
race  course  is  littered  with  risks:  cul- 
ture clashes,  HR  issues,  the  dangers  of 
losing  one's  way,  losing  nerve,  of 
uncontrolled  growth  of  a  project's 
scope,  of  a  project  that  never  ends.  Hav- 
ing a  clear  corporate  vision  from  the 
outset  wiU  help;  so  will  your  openness 
to  and  involvement  in  the  process.  You 
also  must  have  a  sponsor  who  owns 
the  project  and  a  project  manager  who 
nms  it — both  of  whom  understand  how 
deeply  their  futures  are  linked  with  its 
success. 

CSC  Index's  Mangurian  argues  that 
risk  is  not  bad — just  something  that 
must  be  attended  to.  "You  don't  avoid 
risk;  you  manage  risk." 

Well  said.  Go  to  it.  Hg) 

Alan  S.  Kay  is  the  executive  editor  of 
OS/2  Professional.  Heather  Mackey,  a 
San  Francisco-based  reporter,  con- 
tributed to  this  report. 
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What  makes  ^^11  Stre 
touch  with  the  latest  dynami 
currencies,  commodities 
strange  things  most  of 


vy  enough  to  always  be  in 
companies,        ^  industries. 

all  those,  other 
dont  understand? 


PCs,  workstations  and  midrange  computers,  linked  to 

Mainframes,  what  else? 


To  describe  a  brokerage  as  an  information- 
intensive  business  is  a  bit  of  an  understatement. 
Like  certain  other  industries,  the  information  is 
the  business. 

That's  why  they  rely  so  heavily  on  mainframes 
to  serve  the  rest  of  their  computer  network. 

By  being  linked  to  a  mainframe,  every  desktop 
PC  and  workstation  has  access  to  vast  amounts  ol 
information,  everything  from  customer  portfolios 
to  emerging  company  research. 

And  since  for  businesses  like  this,  time  literally 
is  money,  companies  have  come  to  depend  on 
mainframes  to  give  them  access  to  that  information 
instantaneously.  24  hours  a  day,  7  days  a  week. 


The  fact  is,  no  matter  what  your  business, 
if  it  depends  on  information,  nothing  can 
"sei've"  the  rest  of  your  computer  network 
"clients"  to  nearly  the  degree  a  mainframe  can. 
And  the  new  "openness"  of  mainframes 
allows  them  to  serve  just  about  any  kind  of 
hardware  and  software. 

Every  day,  information  plays  an  increasingly 
vital  role  in  the  success  of  more  and  more 
businesses.  And  so  do  mainframes.  Because 
nothing  is  better  equipped  to  access,  manage, 
distribute  and  protect  your  ~~ 
information  than  a  mainframe.   Z  ISZ 
Absolutely  nothing.  IZI  ^— ^      T  S 


The  IBM  System/39a 
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Konica  Answers  The  Call  For  The 
Kemper  National  Insurance  Companies. 

Millions  of  people  call  on  The  Kemper  National  Insurance 
Companies  for  quality  insurance  coverage.  And  Kemper  calls  on 
Konica  for  crisp,  clean  copies.  Because  when  it  comes  to  copiers 
iZ  ~-~  : and  fax,  Konica  has  Kemper  covered.  Md^m^m^^^ 
.^V-^^Ti'     For  more  information,  call  1-800-2-KONICA.  |^0|llC 

'?  1993  Konica  BusinessMachines  U.S.A..  Inc.  COPI  ERS'F 
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reneral  managing  partner  of  Sequoia  Capital  and  a  dean  of  Silicon  Valley  venture 
capitalists,  this  crusty  contrarian  puts  his  faith  in  markets  and  microprocessors. 


Is  High-Tech  Hype  Worse 
Today? 

lAYBE  what's  changed  is  that  peo- 
le  hke  Trip  Hawkins  and  John 
cuUey  have  learned  how  to  use 
le  mass  media  and  pubUc  appear- 
aces  to  tell  people  how  the  world 
going  to  be.  They  have  become 
[ollywood  CEOs,  but  I've  always 
ondered  who  they're  talldng  to. 
ou  see,  once  you  eliminate  all 
le  techno-weenies  from  the  408 
ea  code,  I  don't  laiow  who  the 
;11  is  hstening  to  all  of  tliis  sttiff. 

INTERACTIVITY  VERSUS 
INTERCONNECTIVITY 

That's  out  there  that  needs  in- 
laction?  You  have  a  telephone 
lat  is  Idnd  of  mteractive  already.  You 
ave  a  television;  most  people  sit  and 
atch  it — they  don't  need  it  to  do  any- 
ling  more.  You  might  have  an  inter- 
;tive  PC,  but  what's  the  need?  Well, 
lere  is  no  need.  It  doesn't  solve  a 
oblem,  there  are  no  great  installa- 
ons  of  incompatibility  that  need  to  be 
iked.  Some  say,  "Well,  the  television 
.d  the  PC  don't  work  together."  Yeah, 
what? 

Why  Cisco  Was  Successful 

isco  PROVES  that  interconnectivity, 
t  interactivity,  is  where  the  need  is. 
isco  hit  at  a  point  in  time  when  there 
as  enormous  frustration,  great  incom- 
itibihty  and  great  chaos,  and  they  rev- 
.utionized  the  way  infomiation  was 
ansported  and  have  begun  to  con- 
.bute  to  compatibility.  We  invested 
javily  in  interconnectivity  because 
e  discovered  that  customers  were 
ustrated.  You  keep  listening  to  the 
istomers  and  you  become  convinced 
at  among  the  most  important  things 


What's  out  there 
that  needs 
interaction!  Some  say 
Well,  the  television  and 
the  PC  don't  work 
together.  Yeah,  so  what! 


in  the  world  to  them  is  solving  this 
massive  problem  of  making  things 
communicate. 

Understanding  the 
Microprocessor 

The  reason  that  Sequoia  is  as  success- 
ful as  it  has  been  was  the  advantage  we 
had  of  understanding  the  microproces- 
sor and  the  impact  it  would  have.  The 
great  advantage  is  that  a  number  of  us 
had  worked  for  Bob  Noyce.  He  said, 
very  simply.  This  will  be  used  every- 
where: You  will  move  the  windshield 
wipers  on  your  car  with  it;  we  will  sell 
these  transistors  for  a  thousandth,  then 


a  hundredth,  of  a  cent,  and  there'll 
be  milHons  of  them  in  one  httle 
package.  And  he  was  able  to  say 
that  in  the  early  '70s. 

Why  I  Like  Hungry 
Entrepreneurs 

New  companies  are  the  ones  that 
will  make  the  new  world.  The 
major  people  who  made  vacuum 
tubes  35  years  ago  were  not  the 
major  people  who  made  seinicon- 
ductors.  The  major  people  who 
made  semiconductors  were  not 
the  major  people  who  made  inte- 
grated circuits.  The  major  people 
who  made  integrated  circuits  are 
not  the  major  people  who  are 
making  microprocessors. 


Why  We  Rarely  Back  Winners 
THE  Second  Time 

The  problem  with  successful  entrepre- 
neurs is  that  their  agendas  change. 
They're  always  sailing  off  to  Europe.  Or 
entertaining  senators.  Bob  Noyce  was 
the  exception. 

Only  Fools  Fall  in  Love 

We  try  not  to  be  in  love  with  base  sci- 
ence that  is  so  exotic  and  differentiated 
that  there's  very  little  need  for  it.  So 
two  of  the  questions  we  always  try  to 
ask  one  another  are,  Who  cares  about 
this  product;  and  do  they  care  withm  a 
time  frame  that's  important  to  us — 
eight  years,  the  length  of  a  fund?  On 
pen-based  computing,  we  listened  and 
looked  and  talked,  and  we  said  no. 

Advantage  of  Market-Demand 
Investing 

The  great  thing  about  evaluating  mar- 
kets first  is  that  usually  there  are  very 
poor  data  sources.  So  you  have  to  create 
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these  scraps  of  information,  and  most 
people  don't  do  that — they  prefer  to 
make  a  judgment  on  some  other  basis: 
whether  the  product  is  patentable, 
whether  the  technology  is  differentiat- 
ed, whether  the  people  are  world-class. 
To  us,  you  can  scrape  and  push  and  dig 
and  find  out  tidbits  of  information 
which,  when  you  put  them  together, 
you  get  a  conviction  about  when  some- 
thing will  happen.  You  talk  to  people  in 
distribution;  you  talk  to  all  of  the 
sources  of  information  that  you 
can,  and  you  make  a  judginent. 

THE  Problem  with  Pen 
Computing 

We  don't  believe  in  the  intermedi- 
ate step  of  going  hom  a  keyboard 
to  a  pen-entry  product,  which  I 
think  for  people  who  are  good  on 
keyboards  is  slower.  And  it  turns 
out  that  all  these  years  later,  pen- 
based  computers  do  not  read 
handwriting  well.  The  handwrit- 
ing recognition  stuff  is  a  joke.  A 
nonevent. 

What  about  Voice  Entry? 

If  I  WERE  to  guess,  I  would  guess 
that  voice  entry  will  become 
more  real  and  displace  the  fascination 
with  pen  entry.  What  I  like  about 
voice-recognition  products  is  that  they 
are  more  silicon-driven  than  software- 
driven.  As  you  look  back,  silicon  solu- 
tions have  been  much  more  realistic 
and  predictable  than  software.  Bob 
Noyce  was  right. 

Why  Don't  You  invest  in  People? 

Imagine  it's  1977  and  Steve  Jobs  walks 
into  your  office:  He's  19,  barefoot  and 
uncredentialed  but  passionate  beyond 
behef.  The  next  person  you  talk  to  has 
this  brilliant  education  and  you're  bar- 
raged  with  science  beyond  your  com- 
prehension. You  might  have  to  tape  it 
and  listen  to  it  and  play  it  back  three  or 
four  times  before  you  understand  what 
he  said.  Who  would  you  invest  in? 
Therein  Ues  the  problem! 

The  Worst  Thing  That's  Happened 
TO  entrepreneurs 

The  worst  thing  that  ever  happened  to 
entrepreneurs  was  the  invention  of  Lotus 
1-2-3.  They  no  longer  have  to  think 


about  the  business.  All  they  do  is  come 
up  with  three  or  four  alternative  ways 
in  general  that  things  could  happen. 
Then  they  plug  in  the  numbers  and 
they  have  a  blinding  flash  of  data. 

"NEVER  Fired  a  ceo  Too  Soon" 

My  colleagues  have  anointed  me  with 
that  statement,  but  I  wouldn't  disagree. 
When  you  are  responsible  for  investing 
somebody  else's  money  and  the  compa- 


As  you  look  back, 
silicon  solutions 
have  been  much  more  • 
realistic  and  predictable 
than  software.  Bob 
Noyce  was  right. 


ny  is  burning  up  $350,000  a  month, 
what  is  an  overreaction?  When  is  too 
soon?  From  whose  point  of  view?  I  al- 
ways assume  that  if  you're  investing 
money  that  comes  from  pension  funds 
and  you  have  a  miUion  dollars  in  the 
company,  there's  a  million  pensioners 
hoping  that  this  damn  investment 
makes  their  pension  work. 

Hockey-Stick  Plans 

Most  entrepreneurs  show  you  hockey- 
stick  plans  in  order  to  preserve  equity. 
I'm  going  to  finance  the  first  guy 
through  the  door  who  comes  in  and 
says,  "My  plan  is  so  outrageous,  these 


estimates,  they're  unsupportable."  Yoi 
got  it,  buddy,  here's  your  money! 

How  I  Spend  My  Day: 

So  THE  FIRST  thing  that  happens  is  the 
entrepreneur  begins  spending,  hiring 
buying.  He  finds  out  that  he  can't  at 
tract  the  very  good  people  that  hd 
needs  as  rapidly  as  he  needs  them.  Sc 
the  development  cycle  already  starts 
off-track,  but  expenses  stay  right  or 
plan.  Revenues  and  all  thost 
other  good  things  are  nowhere 
near  plan.  You  ask.  How  come 
What  happened  to  the  hockey 
stick  growth?  "Well,  we  plannec 
on  paying  52  cents  per  square  fool 
and  it  turns  out  it's  82  cents 
These  key  software  guys,  well,  it 
turns  out  they're  all  going  surfinj 
in  Australia  for  six  months.  Bui 
in  the  meantime  don't  worry— 
we're  spending  money  on  plan!' 
Meantime,  money  is  meltinj 
dovvTi,  time  is  going  away  and  tht 
market  window  is  closing.  Aftei 
20  years  in  this  business,  most  ol 
my  day  is  still  spent  wadin{ 
through  crap  like  this. 

Investment  Banker^ 

I  THINK  Dante  created  several  levels  oi 
hell,  and  there  are  special  categories  foi 
investment  bankers. 

most  Important  Person  in  a| 
Young  Company 

To  ME  THE  most  important  person  in 
management  beyond  the  president  has 
always  been  the  sales  manager.  I  want 
to  meet  and  be  comfortable  with  the 
guy  who's  going  to  create  the  backlog. 
This  is  different  than  marketing.  Mar- 
keting runs  the  company  as  it  should, 
but  it  is  the  sales  department  that  ere 
ates  the  orders  and  creates  the  cash 
flow.  So  the  sales  manager  is  always  a 
very  important  character  to  me,  much 
more  important  than  a  lot  of  other  peo- 
ple. They  must  be  relentless,  driven, 
have  enormous  energy.  Winning  is  ter- 
ribly important  to  them.  Where  we've 
had  great  success  with  companies, 
we've  had  great  sales  managers.  Where 
we've  had  mediocre  success  with  com-i 
panics,  we've  had  mediocre  sales  man 
agers.  Nothing  happens  if  you  don't  get 
a  backlog. 
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Digital  Business  System 


Some  business  mistakes  are  easily  corrected. 

^   ,  A. PHONE  SYSTEM  JSRi'X  ONE  OF  TJHEM,  „   


Don't  make  the  fatal  error  of 
installing  the  wrong  phone  system. 

Especially  since  the  Panasonic 
Digital  Business  iSystem  is  specift- 
cally  designed  to  grow  with  the 
flow.  All  the  way  up  to  144  phones. 
And  to  help  your  lines  stay  fluid, 


How  Many  Business  Plans 
Do  You  Look  at  in  a  Year? 

We  don't  keep  records  but  1,200  would 
he  a  guess.  A  terrific  percentage  of  those 
are  unsolicited.  They  just  come  in  the 
mail,  and  my  guess  is  that  of  the  ones 
that  come  to  us  unsolicited,  unen- 
dorsed, we  invest  in  two.  Most  of  the 
ihmgs  that  we  invest  in  are  out  of  a 
pool  of  50  or  60  investable  companies 
that  come  to  us  from  our  network  of 
sources.  We  may  make  10  to  12  new 
_^  startup  company  investments  a  year. 

How  do  You  Screen  Plans? 

iThe  first  screen  that  we  attempt  to  im- 
(pose  is  not  people,  but  a  market-size  and 
la  market-change  screen.  If  things  are 
quiet  and  nothing  is  happening,  the  hke- 
lihood  of  our  being  able  to  position  a 
consequential  company  is  low.  If  the 
playing  field  is  very  uneven,  there's 
;haos  around  the  business,  and  people 
don't  understand  it,  there  is  something 
ignificant  happening. 

What's  the  Typical  Outcome  of 
Companies  in  One  of  Your  Funds? 

[n  a  fund,  we  invest  in  45  or  50  com- 
panies. Maybe  12  or  15  go  public  and 
you  make  eight  times  your  money. 
Maybe  five  or  six  are  acquired  and  you 
make  two  or  three  times  your  money. 
Then,  there  are  probably  another  six 
where  we  lose  our  shirt — everything. 
The  remaining  20  or  so  take  a  lot  of 
aid  work  through  the  life  of  the  part- 
ership  just  to  grind  out  two  times  our 
money.  These  companies  often  are 
profitable,  but  aren't  growing  very  fast, 
t  turns  out  they're  not  in  especially 
arge  markets.  Maybe  they're  nice  fam- 
ily businesses,  nothing  more.  What  we 
lave  to  do  is  figure  out  an  exit. 

Why  Doesn't  the  Venture  industry 
Do  MORE  Seed  Investments? 

We  have  too  much  money  under  man- 
igement  and  we  can't  afford  to  put  it 
ut  in  small  amounts.  What  crap!  I 
hought  the  name  of  the  game  was  to 
nake  money!  It's  a  mentahty  that  ehm- 
nates  doing  seeds,  because  seeds  don't 
ome  in  $2  million  categories,  they 
:ome  in  $50,000,  $100,000  categories. 
iVe  have  allowed  money  to  dictate  what 
A^e  do.  It's  insane  not  to  be  able  to  do  a 
seed  investment  for  $  1 00,000.  @ 


we  oner  ine  oniy  Muiomaiic  oaii 
Distributor  (ACD)  that  doesn't 
restrict  call  distribution.  Of  course, 
our  feature-rich  system  offers 
voice  mail,  can  t>e  customized,  . 


and  can  even  monitor  itself. 

So  call  us  at  1 -800-435-4DBS 
for  an  authorized  dealer.  You'll  find 
our  Panasonic  Digital  Business 
System  is  just  your  type. 


Panasoiiifa 


unications  &  Systems  Company 


Yoor  ticket  to  a 
secure  retirement* 

Save  for  retirement  with  U.S.  Savings  Bonds.  For  more  information, 
ask  your  employer  or  bank,  or  write:  U.S.  Savings  Bonds  Division, 
Department  of  the  Treasury,  Box  933  M,  Washington,  DC  20226. 
For  a  recorded  message  of  current  rate  information,  call 
1-800-4US  BOND  •  1-800-487-2663 
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edia  mirror  on  the  wall,  who  is  the  fairest  of  us  all?"  The 
perennial  question  of  all  suitors  of  fate  and  fortune  now 
whispers  and  resounds  through  conference  resorts,  executive 
retreats  and  consulting  sessions  across  the  land  as  business 
leaders  from  Hollywood  to  Wall  Street  pose  with  pundits  and 


)nder  the  new  world  of  converging  technologies.  Symbol- 
ed  in  a  famous  mandala  by  MIT's  Media  Lab,  this  grand 
ondue  of  information  tools — to  be  served  a  la  carte  on  a 
lat-panel  screen— is  foreseen  to  be  a  $3.5  trillion  feast  for 
\merican  business  sometime  early  next  century.  Few 
(Vould  guess  that  cmcial  to  the  emerging  mediamorpho- 

is — as  king  of  the  flat   

anel — will  be  a  slight,  gray- 
ig,  bearded  man  with  some 
0  teddy  bears,  Roger  Fidler. 

Fidler  coined  the  term 
nediamorphosis  as  the  title 
f  his  forthcoming  book, 
lis  office  in  Boulder,  Colo., 
ooks  out  on  the  panorama 
if  a  picturesque  downtown 
if  red  brick  and  neo-Gothic, 
urrounded   by  the 
Locky  Mountain  foot- 
dlls  and  sepia  sand-  1 
tone  buildings  of  a 
nile-high  Silicon  Val- 
sy.  Down  the  hall  is  an 
^pple  Computer  media 
enter  which  is  developing 
raphical  forms  of  Apple- 
,ink,  the  company's  on-line 
letwork.  Down  the  block  is 
>ablelabs,  John  Malone's 
esearch  arm,  which  is 
esigning  the  future  of  the 
able  industry. 

Roger  Fidler,  though,  is  a 
ewspaperman,  a  veteran  of 
ome  32  years  in  a  business 
.ttle  known  for  technology, 
eginning  as  an  11 -year-old 

aperboy  in  Eugene,  Oreg.,  Fidler  went  on  to  serve  as  a 
eporter,  science  columnist  and  art  director  before  launch- 
g  what  is  now  Knight-Ridder  Tribune  Graphics.  A  multi- 
nillion-doUar  business  and  reliable  profit  center,  this  ven- 
re  provides  digital  graphics  for  newspapers  and  video  ani- 
ations  for  TV  stations  across  the  country  over  a  dedicated 
etwork  called  PressLink,  also  launched  by  Fidler.  Now 
Idler  and  his  aUies  working  in  Knight-Ridder's  Information 


George  Gilder's 


rELECOSM 


"Digital  Darkhorse- 
Newspapers" 


Design  Laboratory  are  concocting  an  audacious  plan  to 
make  the  lowly  newspaper  the  spearhead  of  the  informa- 
tion economy. 

Most  information  companies  and  executives  are  betting 
on  him  to  fail.  Barry  Diller,  the  former  mler  of  20th  Centu- 
ry Fox,  recently  circled  the  planet  of  technology  on  a  cele- 
brated pilgrimage  from  Hol- 
lywood to  find  where  the 
money  would  be  made  in 
the  new  information  econo- 
my. Shunning  Fidler's  little 
lab,  he  arrived  at  nearby 
Cablelabs  and  resolved  on 
home  shopping  through 
cable  TV.  He  bought  into 
QVC  for  some  $20  million 
and  went  into  business  with 
John  Malone.  After  a 
more  corporate  investi- 
gation, featuring  polls 
and  customer  surveys, 
Robert  Allen  of  AT&T 
settled  to  a  remarkable 
degree  on  the  $14  bil- 
lion market  in  electronic 
games.  Since  launching  an 
alhance  with  Sega,  AT&T  has 
been  collecting  game  compa- 
nies as  compulsively  as  your 
kid  collects  games.  It  has 
bought  shares  of  Sierra 
Online,  3DO,  Spectrum 
HoloByte  and  PF  Magic. 

Moving  toward  the  news 
trade  is  IBM.  But  rather  than 
collaborating  with  one  of  the 
thousands  of  newspapers 
that  use  its  equipment,  the  computer  giant  is  trysting  with 
General  Electric's  NBC  in  a  kind  of  elephants'  waltz  into 
the  sunset  of  old  broadcast  media. 

Most  of  these  leaders  in  the  new  gold  rush  toward  mul- 
timedia are  getting  it  wrong.  Fixated  by  market  surveys 
that  map  demand  for  existing  video,  they  are  plunging 
down  dead  ends  and  cul-de-sacs  with  their  eyes  firmly 
focused  on  the  luminous  visions  in  their  reaiview  mirrors. 
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Beaverton, 
Oregon, 

Boasts 'I^vo 

World  Leaders. 

Welcome  to  Beaverton. 

Where  you'll  find  the  headquarters  of  the  world  leader  in  athletic  footwear.  As  well  as  the  headquar- 
ters of  another,  slighdy  less  well  known  world  leader:  Sequent®  Computer  Systems. 

Sequent  leads  the  computer  industry  in  mid-to-high  end  open  computing  systems.  A  fact  recently 
confirmed  by  both  IDC  and  Infocorp. 

Sequent's  credentials  include  thousands  of  systems  installed  worldwide,  The  first  commercial 
symmetrical  multiprocessing  servers.  And  new  servers  specifically  designed  for  Microsoft's  Windows  NT™ 
operating  system. 

In  short,  we  know  our  technology. 

But  just  as  important,  we  know  the  real  world.  We  know  our  customers  use  our  systems  for  mission- 
critical  business  applications.  And  we  know,  from  experience,  that  complicated,  open,  multivendor 
installations  are  the  norm  -  with  complex  interdependencies  between  hardware  and  software. 

That's  why  everyone  at  Sequent  is  100%  committed  to  the  complete  success  of  every  installation,  and 
empowered  to  deliver  it.  Not  just  for  our  own  hardware,  but  for  everything  in  the  system,  hardware  and 
software,  no  matter  who  the  vendor  may  be. 

It's  not  a  promise  made  lightly.  But  it  sure  is  one  that  befits  a  world  leader. 

To  find  out  more,  call  us  at  1-800-854-0428. 
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Our  Business  Is  Your  Success 
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— Gilder's  Telecosm 


ews  today  is  collected,  edited  and  laid  out  digitally.  In  fact, 
newspapers  and  computers  are  converging,  while  computers  and 
televisions  still  represent  radically  different  modes.  It  is  the  news- 
paper, therefore,  not  the  TV,  that  is  best  fitted  for  the  computer  age. 


Blockbuster,  Nintendo  and  other  game  and  video  vendors 
have  good  businesses,  for  the  moment,  but  they  are  ballast 
from  the  past. 

News  in  the  Microcosivi 

The  leader  who  best  comprehends  the 
promise  of  the  next  phase  in  information 
technology  may  be  Fidler  of  Knight-Ridder. 
A  student  of  electronic  technology,  he  has 
grasped  an  amazing  and  rather  obscure  fact: 
of  all  the  information  providers,  only  nevs^s- 
papers  are  fully  in  tune  with  the  law  of  the  microcosm. 

Based  on  the  constant  rise  in  the  computing  power  of 
individual  microchips  relative  to  systems  of  chips,  the  law 
of  the  microcosm  dictates  that  power  will  continually 
devolve  from  centralized  institutions,  bureaucracies,  com- 


Barry  Diller's  celebrated  pilgrimage  led  him  to  heme  shopping. 

■■■■■■■■■  HL 

puter  architectures  and  databases  into  distributed  systems. 
On  the  most  obvious  level,  it  caused  the  fall  of  the  main- 
frame computer  and  the  companies  that  depended  upon  it, 
and  assured  the  ascent  of  personal  computers  and  worksta- 
tions. In  the  next  decade,  the  law  of  the  microcosm  will 
assure  the  displacement  of  analog  television,  with  its  cen- 
tralized networks  and  broadcast  stations,  by  computer  net- 
works with  no  center  at  all.  While  offering  a  cornucopia  of 
interactivity,  computer  networks  can  perform  all  the  func- 
tions of  TV. 

With  the  cost-effectiveness  of  chips  still  doubling  every 
18  months,  the  law  of  the  microcosm  is  not  going  away. 


Now  it  dictates  that  of  all  the  many  rivals  to  harvest  the 
fruits  of  the  information  revolution,  newspapers  and  maga- 
zines will  prevail. 

The  secret  of  the  success  of  the  newspaper,  grasped  by 
Roger  Fidler,  is  that  it  is  in  practice  a  personal  medium, 
used  very  differently  by  each  customer.  Newspapers  rely  on 
the  intelligence  of  the  reader.  Although  the  editors  select! 
and  shape  the  matter  to  be  delivered,  readers  choose,  peruse,  { 
sort,  queue  and  quaff  the  news  and  advertising  copy  at  their 
own  pace  and  volition. 

In  this  regard,  newspapers  differ  from  television  stations 
in  much  the  way  automobiles  differ  from  trains.  With  the 
train  (and  the  TV),  you  go  to  the  station  at  the  scheduled 
time  and  travel  to  the  destinations  determined  from  above. 
With  the  car  (and  the  newspaper),  you  get  in  and  go  pretty' 
much  where  you  want  when  you  want.  Putting  the  deci 
sionmaking  power  into  the  hands  of  the  reader,  the  newspa 
per  accords  with  the  microcosmic  model  far  better  than  TV 
does.  Newspaper  readers  are  not  couch  potatoes;  they  inter- 
act with  the  product,  shaping  it  to  their  own  ends. 

Computers  will  soon  blow  away  the  broadcast  television 
industry,  but  they  pose  no  such  threat  to  newspapers.  Indeed, 
the  computer  is  a  perfect  complement  to  the  newspaper.  It 
enables  the  existing  news  industry  to  dehver  its  product  in 
real  time.  It  hugely  increases  the  quantity  of  information 
that  can  be  made  available,  including  archives,  maps,  chartsj 
and  other  supporting  material.  It  opens  the  way  to  upgradingi 
the  news  with  full-screen  photographs  and  videos.  Whilej 
hugely  enhancing  the  richness  and  timeliness  of  the  news, 
however,  it  empowers  readers  to  use  the  "paper"  in  the  same 
way  they  do  today — to  browse  and  select  stories  and  adver- 
tisements at  their  own  time  and  pace. 

Until  recently,  the  expense  of  computers  restricted  this 
complementarity  to  newsrooms  and  pressrooms.  The  newsi 
today  is  collected,  edited,  laid  out  and  prepared  for  the  pressi 
by  advanced  digital  equipment.  Reporters  capture  and  remit! 
their  data  in  digital  form.  But  the  actual  printing  and  distri-1 
bution  of  the  paper  remain  in  the  hands  of  printers  andj 
truckers. 

Now  the  law  of  the  irdcrocosm  has  reduced  the  price  ofl 
personal  computers  below  the  tag  on  a  high-end  TV  andi 
made  them  nearly  coextensive  with  newspapers.  Newspa-j 
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pers  and  computers  are  converging,  while  computers  and 
televisions  still  represent  radically  different  modes.  It  is  the 
newspaper,  therefore,  not  the  TV,  that  is  best  fitted  for  the 
computer  age. 

Newspapers  can  be  built  on  foundations  of  sand— the  sil- 
icon and  silica  of  microchips  and  telecom.  Not  only  does 
lie  computer  industry  generate  nearly  three  times  the  annu- 
il  revenues  of  television  but  computer  hardware  sales  are 
aowing  some  eight  times  faster  than  the  sales  of  television 
sets.  By  riding  the  tides  of  personal  computer  sales  and 
usage,  newspapers  can  shape  the  future  of  multimedia. 

High-definition  PC  displays  will  benefit  text  far  more 
than  unages.  The  resolution  of  current  NTSC  (National  Tele- 
vision Standards  Committee)  analog  television — 62  dots  per 
inch — is  actually  ample  for  most  images,  particularly  the 
studio-quality  forms  that  can  be  converted  for  digital  dehv- 
cry  over  fiber-optic  lines.  Even  the  conventional  interlaced 
TV  screen — in  which  aitemate  lines  are  filled  in  every  sec- 
ond— easily  fools  the  eye  for  video.  But  for  fully  readable 
text  you  need  the  200  to  300  dots  per  inch  of  a  laser  printer 
or  super-high-resolution  screen.  Such  screens  are  now  being 
developed.  Overkill  for  most  images,  they  could  supply  the 
first  display  tablets  with  screens  as  readable  as  paper. 


Fat  Panel's  Digital  Newspaper 

After  the  "Rocky  Mountain  High" 
panorama,  the  first  thing  you  see  in 
Roger  Fidler's  office  is  a  more  modest 
tableau.  At  a  round 
table  in  the  corner 
is  a  huge  teddy  bear 
le  calls  Fat  Panel.  Fat  Panel  is  poised 
to  read  a  tablet  that  looks  very  much 
ike  a  newspaper,  but  in  fact  is  a  flat- 
janel  screen  some  nine  inches  wide,  a 
cot  high  and  a  half-inch  thick.  Weigh- 
ng  a  Httle  over  a  pound,  far  less  than 
Jie  Sunday  edition  of  your  local  news- 
)aper,  this  device — call  it  a  newspan- 
;1 — might  contain  a  trove  of  news, 
praphics,  audio  and  even  video,  repre- 
senting more  than  a  year  of  Sunday 
japers.  Through  fiber-optic  lines  and 
radio  links,  it  might  connect  to  data- 
I  oases  of  news  and  entertainment  from 
iround  the  world. 

On  the  face  of  this  tablet  is  some- 
hing  that  looks  a  lot  like  the  page  of  a 
icwspaper.  It  contains  headlines  for 
catured  stories  followed  by  their  first 
cw  paragraphs  and  a  jump  to  an  inner 
-lage.  The  jump,  unlike  that  in  your 
isual  newspaper,  is  electronic  and 
mmediate.  You  chck  an  arrow  with  a 
len  or  a  mouse — or  in  the  near  hiture, 
.ay  the  word — and  the  rest  of  the  story 


ahnost  instantly  appears.  If  your  eyes  are  otherwise  engaged, 
you  can  click  on  an  audio  icon  and  have  the  story  read 
aloud  to  you. 

Discreetly  placed  on  the  bottom  of  the  panel  are  three 
sample  ads.  Since  ads  currently  supply  some  80  percent  of 
the  revenues  of  many  newspapers  and  magazines,  the  entire 
system  will  rise  and  fall  on  the  effectiveness  of  the  ads. 
However,  electronics  promises  a  more  total  revolution  in 
advertising  than  in  any  other  facet  of  the  newspaper  outside 
of  printing.  This  change  comes  none  too  soon.  As  shown  by 
a  general  drop  in  margins  from  30  percent  in  the  mid-1980s 
to  close  to  10  percent  last  year,  newspapers  are  suffering  a 
sharp  decline  in  conventional  advertising  revenues,  only 
partly  compensated  for  by  an  influx  of  funds  from  blow-in 
coupons  and  inserts. 

In  a  1988  prophecy  at  the  American  Press  Institute  in 
Reston,  Va.,  Fidler  envisaged  electronic  newspanel  ads  in 
the  year  2000:  "When  you  touch  most  ads,  they  suddenly 
come  ahve.  More  importantly,  advertisers  can  dehver  a  vari- 
ety of  targeted  messages  that  can  be  matched  to  each  per- 
sonal profile.  An  airline  ad  offering  discount  fares  to  South 
America  attracts  me  with  the  haunting  music  of  an  Andean 
flute.  I'm  planning  to  take  some  vacation  time  in  Peru  next 
month  [Fidler's  wife  is  a  Peruvian  recording  artist],  so  I 
touch  the  ad  to  get  more  information.  Before  I  quit,  I'll 
check  the  ad  indexes  to  see  if  any  other  airlines  are  offering 
discount  fares.  With  the  built-in  communicator,  I  can  even 
make  my  reservations  directly  from  the  tablet  if  I  choose. 


A  friend  s  daugkter  s  tirtkday 
gave  me  a  reason  to  celetrate. 


» 1 1 


I  almost  foreot  tkt 


rgot  there  is  more  to  a  career  tkan  sit- 
ting kekind  a  desk.  Lucky  for  me,  Skarkware  never 
forgets.  I  turned  tke  computer  on  one  morning  and 
under  appeared  —  send  a  kirtkday  card  to  tke 


rge 


a  reminder  appeared  —  send  a  birthday  care 
aughter  ol  a  friend.  (He  gave  me  a  cigar  tke  day  ske  was  korn.) 
Wk  en  my  friend  called  to  say  tkanks,  ke  gave  me  a  lead  tkat 
turned  into  a  new  jok.  And  since  my  company  was  talking 

Hook 
my  life. 

at  s  why  I  use  it  to  manage  my 
life—  contacts,  to-do  list,  calendar, 
pkone  calls;  iSkarkware  takes  care 
o  fitalkBetl  even  remember  m 
tki 


a  bout  cu  tkacks 
at  it,  iSkark 


the  way 
wa  re  saved 


Tks 


y 


anniversa 


1 


ye 


^^^^  H^vey  nacjuy  s  Syston  lor  Success 
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Tj  athei  than  favoring  fall-motion  video,  U.S.  display  makers 
W^should  foster  fall-motion  readers  through  low-powered  and  slow 
components.  It  is  the  people  rather  than  the  pixels  that  should  be.  : 
able  to  move.  Speed  will  come  in  due  course.  ■ 


The  airline's  reservation  telephone  number  is  embedded  in 
the  ad,  and  my  credit  card  numbers  and  other  essential  data 
are  maintained  in  the  tablet,  so  all  I  would  have  to  do  is 
write  in  the  dates  and  times  that  I  want  to  travel  and  touch 
a  button  on  the  screen.  The  information  is  encrypted  as 
well  as  voice-print  protected,  so  there  is  no  risk  of  someone 
else  placing  orders  with  my  tablet." 

Contrary  to  the  usual  notion,  the  electronic  newspaper 
will  be  a  far  more  effective  advertising  medium  than  cur- 
rent newspapers,  television  or  home  shopping  schemes. 
Rather  than  trying  to  trick  the  reader  into  watching  the  ad, 
the  newspaper  will  merely  present  the  ad  in  a  part  of  the 
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Newspanels  will  need  high  resolution  at  low  power,  says  Zvi  Yaniv 


paper  frequented  by  likely  customers.  Viewers  who  are  seri- 
ously interested  in  the  advertised  item  can  chck  on  it  and 
open  up  a  more  detailed  presentation,  or  they  can  advertise 
their  own  desire  to  buy  a  product  of  particular  specifica- 
tions. 

In  deference  to  Fidler,  who  currently  combs  the  world 
looking  for  the  best  flat-panel  screens.  Fat  Panel  appears  to 
be  pemsing  a  story  on  field  emission  displays  (FEDs).  Even 
cathode  ray  tubes  with  VGA  graphics  command  only  72 
dots  per  inch  of  resolution.  This  has  been  shown  to  slow 
down  reading  by  some  25  percent  compared  with  paper. 
Readers  of  Voyager  Co.'s  tomes  on  Mac  PowerBooks  quick- 


ly discover  that  even  Susan  Faludi's  breezy  Backlash  or 
Michael  Crichton's  compulsive  Jurassic  Park  or  James  Gle- 
ick's  normally  riveting  biography  of  Richard  Feynman  bog 
down  in  subtle  but  insidious  typographical  fuzz.  A  newspa- 
per with  more  than  one  item  on  the  screen  would  be  worse. 
The  age  of  electronic  text  entirely  depends  on  the  develop- 
ment of  screens  with  the  definition  of  a  laser  printer.  For 
this  purpose,  FEDs  offer  great  long-term  promise. 

While  the  prevailing  hquid  crystal  displays  (LCDs)  mere- 
ly reflect  or  channel  light,  FEDs  emit  hght  Uke  a  cathode  ray 
tube.  Indeed,  as  currently  envisaged  by  a  Micron  Display 
Technology  process,  FEDs  will  array  millions  of  tiny  cath- 
ode hght  emitters  that  allow  bright  displays  with  high  reso- 
lution and  full-motion  video.  Although  today's  FEDs  require 
too  much  power  for  full  portability  with  current  battery 
technology,  they  represent  an  inviting  option  for  newspaper 
tablets  at  the  tum  of  the  century. 

Usable  tablets,  however,  will  arrive  long  before  then.  At 
the  August  Siggraph  show,  Xerox  demonstrated  a  I3-inch- 
diagonal  liquid  crystal  display  with  a  record  6.3  miUion  pix- 
els, delivering  279  dots  per  inch  of  resolution.  The  279  dots 
per  inch  provide  some  three  times  more  definition  than  the 
screen  of  a  Sun  workstation — the  current  desktop  graphics 
workhorse — and  negligibly  short  of  the  300-dot  resolution 
of  a  laser  printer. 

Beyond  resolution,  the  key  to  the  newspaper  tablet  is 
portability.  Portability  means  low  power.  Active-matrix 
LCDs  are  inherently  a  high-power,  low-transmissive  medi- 
um. The  crystals  absorb  light;  the  polarizer  wastes  half  the 
light;  the  transistors  at  each  pixel  squander  power.  For  high 
contrast,  backhghting  is  essential.  That  sinks  another  20  to 
30  watts.  The  higher  the  resolution,  the  worse  all  these 
problems  become. 

Full-Motion  images  or  Full-Motion  Users? 

According  to  the  Fidler  vision,  the  U.S. 
should  stop  emulating  the  Japanese,  who 
boldly  invested  some  $12  bilhon  in  manu- 
facturing capacity  for  power-hungry  hquid 
crystal  displays  used  on  notebook  comput- 
ers and  flat-screen  TVs.  Urged  by  the  Clin- 
ton administration,  this  U.S.  industrial  pohcy  is  based  on  a 


144 


Forbes  ASAP 


I 


strategy  of  "catch  up  and  copy,"  and  it  will  fail.  Rather  than 
chase  the  Japanese  by  achieving  high  resolution  at  high 
power  to  compete  with  cathode  ray  tubes,  the  U.S.  should 
target  high  resolution  at  low  power  to  compete  with  paper. 

As  in  semiconductor  electronics,  the  winners  will  follow 
a  strategy  of  low  and  slow.  The  law  of  the  microcosm 
ordains  exponential  performance  gains  from  slower  and 
lower-powered  transistors  packed  ever  closer  together  on 
individual  microchips.  Throughout  the  history  of  semicon- 
ductors— from  the  first  transistor  to  the  latest  microproces- 
sor— the  industry  has  succeeded  by  following  this  law: 
replacing  faster  and  higher-powered  components  with 
smaller,  slower  and  lower-powered  devices.  When  you  pack 
enough  of  the  slow  and  low  transistors  close  enough  togeth- 
er, your  system  may  end  up  operating  faster  than  a  super- 
computer based  on  the  highest-powered  and  fastest  discrete 
transistors.  And  it  will  definitely  be  more  efficient  in  MIPS 
per  dollar. 

The  law  of  the  microcosm  has  not  been  suspended  for 
displays.  The  Japanese  have  been  focusing  on  high-powered 
screens  capable  of  reproducing  the  features  of  low-end  CRTs: 
full-motion  color  video.  Rather  than  favoring  full-motion 
video,  however,  the  U.S.  should  foster  full-motion  readers 
through  low-powered  and  slow  components.  It  is  the  people 
rather  than  the  pixels  that  should  be  able  to  move.  Speed 
will  come  in  due  course. 

Demonstrating  the  first  prototype  of  such  a  system  is 
Zvi  Yaniv  of  Advanced  Technology  Incubator  (ATI)  of  Farm- 
mgton  Hills,  Mich.  Long  among  the 
most  inventive  figures  in  America's 
eternally  embryonic  flat-panel  indus- 
try, Yaniv  was  a  founder  of  Optical 
Imaging  Systems,  currently  the  leading 
U.S. -based  producer,  with  well  under 
one-percent  global  market  share. 

For  his  tablet,  Yaniv  uses  a  material 
mvented  at  Kent  State  University  in 
Ohio  called  Polymer  Stabilized  Choles- 
tcric  Texture  (PSCT).  On  it  he  inscribes 
pixels  in  the  form  of  hehcal  liquid  crys- 
tal devices.  The  helices  are  chemically 
doped  to  give  them  a  specific  reflectivi- 
ty: showing  all  wavelengths  or  colors 
of  liglit  that  do  not  match  the  resonant 
wavelengths  in  the  helix. 

So  far  ATI  has  demonstrated  images 
m  black  and  white  and  in  16  levels  of 
gray  scale.  Color,  according  to  Yaniv, 
poses  no  theoretical  problems.  Based 
on  current  experimental  successes,  it 
will  be  achieved  within  the  next  two 
years.  For  the  Hrst  newspanels,  howev- 
er, color  is  less  important  than  the 
high-resolution  text  capability,  which 
ATI  dehvers  at  a  breakthrougli  price. 
This  technology  offers  four  key 


advantages  over  the  active-matrix  LCD:  no  transistors,  no 
polarizers,  no  color  filters,  no  backlighting.  Without  these 
power-  and  space-hungry  features,  Yaniv's  screens  can 
achieve  higher  density  of  pixels  at  far  lower  energy  use. 
This  adds  up  to  far  higher  resolution  at  milliwatts  of  power 
(rather  than  20  watts)  and  at  far  higher  manufacturing 
yields,  and  thus  far  lower  cost.  Yaniv  predicts  screens  with 
laser-printer  resolution  and  with  contrast  higher  than  paper, 
costing  between  $1  and  $2  per  square  inch  (compared  with 
around  $10  for  current  active-matrix  devices).  That  means 
8-I/2-by-lI-inch  tablets  for  $100  to  $200  in  manufacturing 
cost,  well  under  Fidler's  target  price. 

Still  an  R&D  project  in  an  intensely  competitive  indus- 
try, ATI  may  not  have  all  the  answers,  but  it  points  the  way 
to  a  solution.  Within  the  next  three  or  four  years,  a  portable 
tablet  with  laser-printer  resolution  and  contrast  and  with 
hundreds  of  megabytes  of  solid-state  or  hard  disk  memory 
will  be  purchasable  for  an  acceptable  price.  Fat  Panel's 
tablet  is  not  merely  a  toy;  it  is  the  token  of  a  technology 
that  will  sweep  the  world. 

News  on  the  Net 

eanwhile,  precusor  solutions  are 
being  rolled  out  on  personal  comput- 
ers, Newtons,  Zoomers  and  other 
personal  digital  assistants.  Already 
collecting  and  transmitting  copy  in 
I  digital  form,  reporters  and  editors 
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nowing  a  customer  loves  fisking 
landed  me  my  tiggest  order. 


I  read  a  kilanou.s  article  about  a  guy  wko 
caugkt  a  giant  catfisk,  and  tkougkt  it  would  ke 
great  to  send  to  a  customer.  I  turned  on  Skarkware, 
typed  in  tisking,  and  up  popped  tke  name  of  a  customer  wko 
I  kaven  t  spoken  to  in  montks,  wko  is  a  kig  fiskerman.  I  clicked 
on  kis  name  and  Skarkware  dialed  kis  numker.  \Ve  talked  fisk- 
ing, weatker,  tken  ke  said,  "AV^kile  you  re  on  tke  pkone...  It  was 
my  kiggest  order  of  tke  year. 
Tkat  s  wky  I  use  Skarkware 
to  manage  my  contacts,  to-do 
list,  calendar,  pkone  calls 
kotk  kusiness  and  personal. 
But  I  skouldn  t  give  away  any 
more  secrets. 
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eople  who  gush  that  a  picture  is  worth  a  thousand  words  usually 
fail  to  point  out  that  it  may  well  take  a  million  computer 
"words"  to  send  or  store  it.  Written  words  are  a  form  of  compression 
that  has  evolved  over  thousands  of  years  of  civilization. 


could  just  as  well  provide  digital  content  to  all  the  other 
platforms  that  are  emerging  in  the  1990s,  from  tiny  portable 
personal  communications  services  to  supercomputer 
knowledge  bases. 

Also  empowering  the  newspaper  industry  will  be  the 
exploding  new  world  of  boundless  bandwidth  or  communi- 
cations power  in  both  the  atmosphere  and  the  fibersphere 
(see  Forbes  ASAP,  December  7,  1992,  and  March  29,  1993). 
One  of  the  most  difficult  concepts  for  many  business  plan- 
ners to  grasp  is  the  onset  of  bandwidth  abundance:  the  idea 
that  the  electromagnetic  spectrum  is  not  scarce  but  nearly 
limitless.  The  text  of  a  daily  newspaper  takes  up  about  a 
megabyte;  a  hundred  or  so  black-and-white  photographs 


"We  sink  into  bed,  bloated  with  pictorial  bits,"  says  Robert 


take  up  about  100  megabytes;  25  color  photos  could  run 
another  100  megabytes,  or  even  a  gigabyte,  depending  on 
resolution.  Video  clips  would  take  about  100  megabytes 
apiece.  With  just  500  megabytes,  you  could  throw  in  the 
entire  "MacNeil/Lehrer  News  Hour." 

Summing  it  all  up,  the  total  bit-cost  of  a  paper,  including 
video-rich  ads,  might  be  comparable  to  that  of  a  two-hour 
movie — perhaps  two  gigabytes  with  compression.  Two  giga- 
bytes can  be  transmitted  in  a  second  down  fiber-optic  lines, 
in  perhaps  10  seconds  down  a  gigahertz  cable  connection, 
and  in  perhaps  a  matter  of  three  or  four  minutes  down  a 
twisted-pair  copper  line  equipped  with  Asymmetrical  Digi- 
tal Subscriber  Loop  (ADSL)  technology,  Amati  Corp.'s  amaz- 
ing new  phone-company  access  system.  From  Digital 


Equipment  Corp.  and  Zenith  to  Hybrid  Technologies  and 
Continental  Cablevision,  several  firms  are  demonstrating 
impressive  ways  to  use  cable  lines  for  two-way  digital  data 
transmission  at  a  rate  of  10  megabits  a  second  or  more, 
which  would  fill  up  a  two-gigabyte  newspanel  in  just  over 
three  minutes.  Electrical  power  companies  also  are  laying 
fiber  along  with  their  power  lines.  All  these  pipes  are  Uttle 
used  for  long  hours  of  the  night  and  could  be  employed  to 
deliver  newspapers. 

Complementing  this  web  of  wires  will  be  wireless  meth- 
ods of  delivery.  Cellular  technology  is  moving  toward  a 
code  division  multiple  access  (CDMA)  protocol  that  allows 
use  of  the  entire  spectrum  every  mile  or  so,  and  toward  mil- 
hmeter  wave  frequencies  that  offer  gigahertz  of  capacity. 
Again,  access  to  these  systems  might  be  expensive  on  a 
demand  basis,  but  a  newspaper  can  be  sent  whenever  space 
or  time  is  available.  Delivery  of  the  basic  paper  through 
wires  and  fiber  and  dehvery  of  short  updates  and  extras  via 
the  air  would  be  optimal.  Whatever  electronic  or  photonic 
techniques  are  used,  the  laws  of  the  microcosm  and  tele- 
cosm ordain  that  distribution  of  newspapers  will  become 
vastly  cheaper,  more  efficient  and  more  timely  than  their 
present  methods:  trucks  and  bicycles. 

The  "Domonetics"  of  the  Word 

The  future  of  newspapers  will  not  depend  on 
technology  alone,  however.  The  ultimate 
strength  of  the  "press"  comes  not  from  its 
machinery  but  from  its  "domonetics" — a 
word  that  describes  an  institution's  cultural 
sources  and  effects. 
Judeo-Christian  scripture  declares  that  in  the  beginrung 
was  the  word.  There  is  no  mention  of  the  image.  Today  in 
information  technology,  the  word  still  widely  prevails.  In 
1992,  trade  publications,  newspapers  and  magazines  alone 
generated  some  $73  billion  in  sales,  compared  with  televi- 
sion revenues  of  $57  biUion. 

In  general,  images  are  valuable  as  an  enhancement  to 
words.  As  Robert  Lucky  of  Bellcore  has  pointed  out,  images 
are  not  in  themselves  usually  an  efftcient  mode  of  conmiu- 
nication.  In  his  definitive  work  Silicon  Dreams,  justi 
released  in  a  new  paperback  edition,  Lucky  writes  that  after 


146 


Forbes  ASAP 


an  evening  of  television,  "we  sink  into  bed,  bloated  with 
pictorial  bits,  starved  for  information." 

People  who  gush  that  a  picture  is  worth  a  thousand 
words  usually  fail  to  point  out  that  it  may  well  take  a  mil- 
lion  computer  "words"  to  send  or  store  it.  Written  words 
arc  a  form  of  compression  that  has  evolved  over  thousands 
of  years  of  civilization.  In  a  multimedia  encyclopedia,  such 
as  Microsoft's  Encarta,  some  10,000  images  take  up  90  per- 
cent of  the  bits,  but  supply  perhaps  one-lOOth  of  the  infor- 
mation. With  the  pictures  alone,  the  encyclopedia  is  nearly 
vorthless;  with  the  words  alone,  you  still  have  a  valuable 
encyclopedia.  Most  of  the  work  and  the  worth  are  in  the 
words.  Supremely  the  masters  of  words,  newspapers  can 
add  cosmetic  pictures,  sounds  and  video  clips  far  more  easi- 
ly than  TV  or  game  machines  can  add  reporting  depth, 
xpertise,  research  and  cogent  opinion. 

More  profoundly,  the  domonetics  of  the  new  technolo- 
ies  strongly  favors  text-based  communications.  Video  is 
est  effective  in  conveying  shocks  and  sensations  and 
ippealing  to  pairient  interests  of  large  miscellaneous  audi- 
nces.  Images  easily  excel  in  blasting  through  to  the  glandu- 
ar  substrates  of  the  human  community,-  there's  nothing 
like  a  body  naked  or  bloody  or  both  to  arrest  the  eye  and 
forestall  the  TV  zapper. 

TV  news  succeeds  because  of  timeliness  and  vividness. 
Compared  with  TV  imagery,  news  photos  tend  to  be  late 
md  lame.  Nonetheless,  for  all  its  power  and  influence, 
)roadcast  television  news  is  a  dead  medium,  awaiting  early 
urial  by  newspapers  using  new  tech- 
lologies. 

The  TV  news  problem  is  summed 
Lip  by  the  two-minute  rule — the  usual 
equirement  that,  short  of  earthquake 
3r  war,  no  story  take  more  than  two 
ninutes  to  tell.  This  mle  even  applies 
o  the  epitome  of  broadcast  news — 
ZNN.  It  is  entirely  a  negative  rule.  The 
eason  for  it  is  not  that  the  audience 
iesires  no  more  than  two  minutes  of 
leverage  of  stories  of  interest.  On  any 
natter  deeply  interesting  to  the  view- 
:r,  two  minutes  is  much  too  little. 

The  rationale  for  the  two-minute 
ule  is  that  the  viewer  will  not  tolerate 
nore  than  two  minutes  of  an  unwant- 
;d  story.  Its  only  function  is  to  forestall 
he  zapper,  but  its  effect  is  to  frustrate 
ny  viewer  with  more  than  a  superfi- 
ial  interest  in  a  story.  Increasingly  it 
educes  TV  news  to  a  kaleidoscope  of 
hocks  and  sensations,  portents  and 
)ropaganda,  gossip  and  titillation. 

The  new  technologies,  however, 
lUt  individual  customers  in  command, 
taking  their  own  first  choices  among 
cores  of  thousands  of  possibilities, 


individuals  eschew  the  hair-trigger  poise  of  the  channel 
surfer.  Narrowcasting  allows  appeal  to  the  special  interests 
and  ambitions,  the  hobbies  and  curiosities,  the  career  pur- 
suits and  learning  needs  of  particular  individuals.  Thus,  the 
new  media  open  up  domonetic  vistas  entirely  missed  by 
mass  media. 

At  the  domonetic  elevation  of  newspapers,  images  are 
supplementary,  not  primary.  The  new  technologies  thus 
favor  text  over  pure  video  because  text — enhanced  by 
graphics  where  needed — is  by  far  the  best  (and  digitally 
most  efficient)  way  to  convey  most  information  and  ideas. 
Where  graphics  are  overwhelmingly  more  efficient  than 
alphanumerics — as  in  visualization  of  huge  bodies  of  data 
or  statistics — the  newspanel  can  supply  true  computer 
graphics  and  simulations.  Interactivity,  after  all,  is  the 
computer's  forte. 

The  $700  Million  Incentive 

s  early  as  1981,  Fidler  saw  and  predicted 
that  computer  technology  using  flat-panel 
screens  would  allow  the  newspaper  busi- 
ness to  ehminate  much  of  its  centralized 
manufacturing  and  printing  plant  and 
imuch  of  its  distribution  expenses,  and 
deliver  the  product  directly  to  the  customer  at  half  the  cost. 
He  saw  that  this  process  would  jeopardize  neither  the  brand- 
ed identity  nor  the  editing  functions  nor  the  essential  char- 
acter of  the  paper.  The  distribution  of  intelligence  would 
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  GiLOER'S  TELECOSM 


C^laiming  to  set  a  standard  that  can  survive  deep  into  the  next 
/century,  the  Grand  Alliance  is  focusing  on  short-term 
economies  for  manufacturing  TVs  tomorrow.  These  executives  are 
all  missing  the  point  and  the  promise  of  the  era  in  which  they  live. 


simply  permit  the  customer  rather  than  the  newspaper  to 
supply  the  display  and  the  printer.  This  microcosmic  shift 
would  drastically  simphfy  and  improve  the  accessibUity  and 
worth  of  the  information,  enhancing  the  value  of  newspaper 
archives  and  other  resources.  This  step  could  theoretically 
save  Fidler's  employer,  Knight-Ridder,  some  $700  milhon,  or 
between  half  and  two-thirds  of  its  current  costs. 

Fidler's  vision  is  just  as  promising  for  magazines.  In 


News  consumers  will  become  producers  as  well,  says  Stephen  Case. 

^^^H      m  I 

effect,  his  concept  allows  newspapers  to  combine  the  best 
features  of  daily  joumalism  with  the  best  qualities  of  spe- 
cialty magazines.  The  front  pages  and  shallower  levels  of 
the  system  will  still  function  hke  a  streamlined  newspaper, 
which  readers  can  browse,  search  and  explore  as  they  do  a 
conventional  paper  without  thrashing  about  through  the 
pages.  The  deeper  levels  will  function  like  magazines, 
focusing  on  business,  technology,  lifestyles,  sports,  reUgion 
or  art.  Indeed,  to  exalt  their  offerings  into  an  ever  richer  cor- 
nucopia, news  systems  will  want  to  collaborate  with  maga- 
zines, just  as  they  often  distribute  magazines  today  with 
their  Sunday  papers. 

The  Soul  of  the  New  Medium 

In  addition,  electronic  magazines  can  excel  newspa- 
pers in  providing  a  sense  of  community  through 
interaction  with  other  readers  and  authors  in  new 
kinds  of  dynamic  letters,  bulletin  boards  and  classi- 
fied sections.  In  a  sense,  the  news  panel  never  ends. 
Beyond  its  offering  of  news,  articles  and  archives,  it 


opens  into  new  dimensions  of  interactivity. 

As  Stephen  Case  puts  it:  "Everybody  will  become  infor- 
mation providers  as  well  as  consiimers.  The  challenge  is  to 
create  electronic  communities  that  marry  information  and 
communications — thereby  creating  an  interactive,  partici- 
patory medium.  This  community  aspect  is  crucial — it  is  the 
soul  of  the  new  medium." 

The  most  practical  current  vessel  for  this  expansion  of 
the  press  is  Case's  own  company,  America  Online,  a  suppli- 
er of  an  icon-based  interface  and  gateway  to  scores  of 
"infobases"  and  bulletin  boards  in  Vienna,  Va.,  outside  the 
District  of  Columbia.  Ten  percent  owned  by  the  Tribune 
Co.  of  Chicago,  eight  percent  controlled  by  Apple,  allied 
with  Knight-Ridder  and  providing  access  to  such  journals  as 
the  New  Republic,  National  Geographic,  Time  and  Mac- 
world, America  Online  has  uniquely  focused  on  the  vital 
center  of  the  new  market:  the  point  of  convergence  of  news- 
papers, magazines  and  computers  in  new  communities  of 
interest  and  interaction. 

Following  this  strategy,  America  Online  has  invested 
just  $20  million — one- 100th  the  capital  of  Prodigy — and 
devoted  half  the  time,  to  achieve  nearly  one-third  the  cus- 
tomer base  and  generate  strong  profits — in  contrast  to  huge 
estimated  losses  on  the  part  of  IBM  and  Sears.  Prodigy  is 
now  paying  AOL  the  high  tribute  of  imitation,  making  deals 
with  Cox  Enterprises  Inc.  and  its  17  newspapers,  and  with 
Times-Mirror.  Perhaps  most  audacious  in  pursuing  this 
vision,  however,  is  Murdoch's  News  Corp.  Ltd.,  which 
recently  purchased  Delphi  Internet  Services  Corp.,  the  only 
on-line  service  with  full  Internet  access  to  home  PC  users. 
Delphi  already  offers  an  array  of  news  programs  and  special- 
interest  conferences,  including  a  popular  computer  news 
show  led  by  moderator  Jerry  Poumelle  that  provides  inter- 
active dialogs  on  everything  from  abstruse  computer  fea- 
tures to  science  fiction.  Poumelle  and  some  300  other  con- 
ference moderators  can  function  hke  editors  in  cyberspace. 

Internet  is  the  global  agglomeration  of  data  networks 
that  has  emerged  from  the  original  Pentagon  research  net- 
work called  ARPANET.  Growing  at  some  15  percent  a 
month  for  several  years  to  a  current  level  of  10  to  20  mil- 
lion users,  Internet  has  bifurcated  into  linked  commercial 
and  research  nonprofit  divisions.  As  John  Evans,  president 
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of  News  Corp.'s  Electronic  Data,  puts  it,  explaining  the 
Delphi  purchase:  "Internet  is  hke  a  giant  jellyfish.  You  can't 
step  on  it.  You  can't  go  around  it.  You've  got  to  go  through 
It."  Delphi  now  plans  to  go  through  it  using  much  quicker 
access  systems,  including  cable. 

Evans  declares  that  these  new  collaborations  between 
News  Corp.  and  Internet  will  "put  the  'me'  back  into 
media."  His  concept,  also  shared  by  Nicholas  Negroponte's 
Media  Lab  and  Apple  Computer's  Knowledge  Navigator,  is 
an  automated  news  database  ultimately  supplying  the  cus- 
pmer  with  a  personal  paper  filtered  fiom  floods  of  daily 
;  information  by  an  agent  programmed  to  pursue  your  own 
W  interests.  In  Fidler's  view,  however,  these  digital  papers  will 
succeed  only  to  the  extent  that  they  transcend  tliis  vision  of 
the  Daily  Me. 

Fidler  prefers  the  vision  of  a  Daily  Us,  shaped  by  human 
editors  rather  than  by  electronic  agents  or  filters.  According 
to  Fidler,  the  law  of  the  microcosm  will  put  so  much  intel- 
ligence and  storage  in  the  tablet  that  the  individual  can  per- 
;sonalize  the  "paper"  every  day  in  a  different  way.  If,  as  Case 
puts  it,  the  soul  of  the  new  medium  is  community,  the 
reader  will  want  to  begin  in  a  particular  context,  a  specially 
I  favored  "place"  in  the  world  of  information,  a  place  with  a 
jiibrand  name  and  identity:  a  newspaper. 

The  Computer  Imperative 

bove  all,  the  key  to  the  special  advantage 
M^L         of  newspapers  in  the  new  era  is  their  great 
Jf  good  fortune  in  being  forced  to  focus  on 

^HM^^     computers.  It  should  be  evident  by  now  to 

M  everyone  in  the  information  business  that 

^La  ^^^the  energy,  the  creativity,  the  drive,  the 
gusto,  the  pulse,  the  catalyst  of  this  industry  is  computers, 
rhe  magic  is  in  the  microcosm  of  sohd-state  electronics — 
doubling  the  density  of  components  on  a  chip  every  18 
nonths — and  in  the  concentric  circles  of  enterprise  and 
invention  that  surge  outward  fiom  this  creative  core:  the 
some  5,000  software  firms,  the  thousands  of  manufacturers 
jf  chips,  peripherals,  printed  circuit  boards  and  add-on 
::ards;  the  double-digit  annual  expansion  in  the  armies  of 
:x)mputer  scientists  and  software  engineers;  the  ever  grow- 
ing miUions  of  PC  owners  devoting  their  creative  energies 
md  passions  to  this  intoxicating  machine. 

What  the  Model  T  was  to  the  industrial  era— the  teenage 
training  board,  the  tinkerer's  love  and  laboratory,  the  tech- 
lological  epitome — the  PC  is  to  the  Information  Age.  Just  as 
people  who  rode  the  wave  of  automobile  technology — fiom 
tiremakers  to  fast-food  fianchisers — ^prevailed  in  the  indus- 
trial era,  so  the  firms  that  prey  on  the  passion  and  feed  on 
the  force  of  the  computer  community  will  predominate  in 
the  information  era. 

Why,  then,  are  so  many  apparently  ambitious  and 
v^isionary  executives  shrinking  fiom  the  central  arena  to 
"play  around  on  the  fringes  with  TVs  and  game  machines? 
iWhy  are  American  computer  executives  standing  silently 
aside  while  the  so-called  U.S.  Grand  AUiance  for  the  Future 


of  Advanced  Television,  so-called  digital  HDTV,  adopts  an 
interlaced  screen  technology  that  is  fundamentally  hostile 
to  computers? 

For  images,  the  human  eye  cannot  tell  the  difference 
between  interlaced  and  progressively  scanned  displays.  But 
interlace  poses  endless  problems  for  text  and  multimedia. 
Apart  from  Zenith,  the  American  leaders  in  the  Grand 
Alliance  are  AT&T,  General  Instrument  Corp.,  MIT,  Samoff 
Laboratories  and  GE-NBC.  All  but  MIT  capitulated  to  pres- 
sure from  foreign  TV  interests  such  as  Sony,  Thomson 
Corp.  and  Phihps  Electronics  to  betray  the  American  com- 
puter and  newspaper  industries  by  adopting  a  display 
scheme  unsuited  for  the  multimedia  and  text  programs  cen- 
tral to  the  next  computer  revolution. 

Without  text  and  multimedia  capabilities,  high-resolu- 
tion images  can  open  virtually  no  markets  not  already 
served  by  current  "digitally  enhanced"  improved-definition 
television  displays.  Limiting  the  teleconferencing  market, 
for  example,  is  not  the  resolution  of  the  screens  but  the 
bandwidth  of  the  network.  Without  computer  capabiUties, 
digital  TV  is  Ukely  to  be  a  large  disappointment. 

Claiming  to  set  a  standard  that  can  survive  deep  into  the 
next  century,  the  Grand  Alliance  is  focusing  on  short-term 
economies  for  manufacturing  TVs  tomorrow.  These  execu- 
tives are  all  missing  the  point  and  the  promise  of  the  era  in 
which  they  live.  The  Information  Age  is  not  chiefly  about 
kicks  and  thrills,  offering  games  for  kids  and  so-called  dil- 
donics  for  "adults."  Markets  for  educational  programs  and 
on-line  information  services  are  already  growing  much 
faster  than  game  markets.  In  1992  in  the  computer  busi- 
ness, according  to  the  Software  Publishers  Association, 
entertainment  sofiware  revenues  rose  some  29  percent  to  a 
level  of  $342  million.  Educational  software  for  the  home 
rose  some  47  percent  to  $146  million.  Meanwhile,  sales  of 
computers  with  modems  are  rising  at  about  1,000  percent  a 
year,  hugely  faster  than  the  sales  of  TVs.  Onhne  services 
hke  America  Online  and  Prodigy  have  been  growing  almost 
500  percent  per  year  since  1988.  According  to  current  pro- 
jections based  on  microprocessor  CPU  sales,  some  50  mil- 
Hon  PCs  may  be  sold  over  the  next  12  months,  and  perhaps 
three-quarters  of  them  wUl  contain  either  on-board  modems 
or  networlcing  systems. 

The  ultimate  reason  that  the  newspapers  will  prevail  in 
the  Information  Age  is  that  they  are  better  than  anyone  else 
at  collecting,  editing,  filtering  and  presenting  real  informa- 
tion, and  they  are  allying  with  the  computer  juggemaut  to 
do  it.  The  newspapers  are  pursuing  the  fastest  expanding 
current  markets  rather  than  rearview  markets.  They  are  tar- 
geting adults  with  real  interests  and  ambitions  that  generate 
buying  power  rather  than  distracting  children  fiom  more 
edifying  pursuits.  In  the  computer  age,  follow  the  micro- 
cosm and  you  will  find  the  money,  too.  (IE 


George  Gilder  is  a  regular  contributor  for  Forbes  ASAP.  In 
his  last  article,  "Metcalfe's  Law  and  Legacy,"  he  contrarily 
predicted  that  Ethernet  would  outlast  ATM. 
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message 
bout  quality 


we  swear 
won't  bore  you 
half  to  death. 


Particularly  if  you're  a  local  telephone  company 

In  the  last  couple  of  years,  we've  heard  a  lot  from  you,  our  customers,  about  what  you 
needed  so  you  could  serve  ^vo/<r  customers  better 
We  listened.  And  we're  seeing  the  results. 

Like  the  evolution  of  the  AT&T  5ESS'  Switch.  And  its  software.  When  we  analyzed  downtime 
data  submitted  to  the  FCC  by  local  telephone  companies,  we  found  tliat  our  nearest  competitors 
switches  had  four  times  more  downtime  than  our  5ESS  Switch.  And  the  next  nearest  competitor's 
had  ten  times  more. 

And  no  matter  what  business  your  customers  are  in,  a  minute  of  downtime  can  mean 
thousands  and  thousands  of  dollars  of  business  they  can't  do. 

To  get  the  results  we  did,  you  need  botli  great  hardware  and  great  software. 

That's  why  we  bit  the  bullet  and  implemented  a  Total  Quality  Management  System  for  the 
software  of  the  5ESS  Switch.  Wliich  meant  we  had  to  totally  retool.  Revamp.  Retliink. 

The  result?  A  95%  improvement  in  delivering  software  tliat  works  the  first  time  out,  and 
every  time  out.  Wliich  set  a  new  standard  in  tlie  industry  And  can  significantly  cut  your 
maintenance  costs. 

This  means  tliat  instead  of  worrying  about  fixing  software  problems,  you  can  invest 
in  generating  new  services  like  advanced  video  applications. 
Wliich  ouglit  to  please  your  customers  no  end. 
And  that  isn't  so  boring,  is  it? 
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By  David  H.  Freedman 


Read  This, 
AIGore 


an  cash-strapped  Tulare  County  afford  leading-edge 
mtomation  for  its  human  services  department! 
To  re-invent  government,  it  can't  afford  anything  less. 


ROBO  COUNTY  Child  protection  worker  Prudence  Morris  hunts  down 
abusive  parents  and  deodbeat  dads  thanks  to  computer  technology. 


,r  IT  weren't  for  the  persistent  wail  of 
lying  babies  filtering  through  the 
'Icxiglas  walls,  the  small  room  could 
ass  for  an  adult  video  arcade  or  a 
tate-of-the-art  information  kiosk  at  a 
licme  park.  Casually  and  colorfully 
lessed  people  are  parked  alone  or  in 
airs  in  front  of  six  glowing  PC 
crcens,  intently  watching  the  video 
mages  and  listening  to  the  accompa- 
lymg  sounds,  and  occasionally  touch- 
ng  the  screens  to  trigger  new  video 


action.  But  these  computer  users  aren't 
playing  games  or  looking  for  Space 
Mountain.  They  are  at  a  welfare  office 
applying  for  assistance,  and  an  artificial 
intelligence  program  is  helping  to 
determine  whether  they  qualify.  "We 
knew  there  had  to  be  a  better  way  of 
handling  point-of-contact  client  entry," 
says  cowboy-booted  deputy  county 
executive  Gerard  Kersten,  uncharacter- 
istically lapsing  into  a  bit  of  bureau- 
crat-speak. "And  this  is  it." 


Welfare  is  not  the  only  thing  that's 
gone  high-tech  around  these  offices. 
Social  workers  consult  wireless- 
modem-equipped  laptop  computers  as 
they  race  to  child  abuse  investigations, 
and  the  district  attorney's  office  goes 
on-line  to  track  down  and  attach  the 
wages  of  deadbeat  dads. 

Located  in  California's  sunbaked, 
agrarian  interior  not  far  from  Fresno, 
Tulare  is  one  of  the  state's  least  afflu- 
ent counties  (the  median  household 
income  is  $24,500),  yet  it  has  automat- 
ed much  of  its  social  services  without 
so  much  as  a  small  grant  from  the 
state  or  federal  government. 

Tulare's  transition  from  hard  case 
to  showcase  began  around  1987. 
"Tulare  County  is  a  magnet  for  people 
on  government  assistance,"  Charles 
Harness,  chaimian  of  the  Tulare  Coun- 
ty board  of  supervisors,  says  flatly. 
"California  pays  the  highest  benefits  in 
the  nation,  about  $600  a  month  for  a 
family  of  four,  compared  to  $189  in 
Texas.  That's  combined  with  the  fact 
that  Tulare  Coimty  has  one  of  the  low- 
est costs  of  hving  in  the  state,  and  that 
our  economy  is  based  on  seasonal  agri- 
culture." 

The  county  suffers  an  unemploy- 
ment rate  of  16  percent,  and  out  of  a 
population  of  320,000,  some  95,000  are 
on  public  assistance.  That  figure  rises 
at  least  three  percent  every  year;  in 
1990  alone  it  jumped  20  percent. 
About  four-fifths  of  the  public  assis- 
tance money  comes  in  roughly  equal 
amounts  from  the  state  and  federal 
governments.  But  in  California,  coun- 
ties are  ultimately  responsible  for 
administering  the  aid  programs,  and 
Tulare's  human  services  programs 
were  stretched  thin.  "We  knew  that 
the  way  we  were  going,  we'd  have  to 
just  keep  hiring  more  people,  even 
though  in  this  recession  we  had  less 
money  to  spend,"  says  Harness. 

But  if  the  county  administrators 
were  worried  about  coming  up  with 
the  money  to  cover  rising  human  ser- 
vices costs,  the  social  workers  and 
other  providers  were  equally  worried 
about  the  deteriorating  quality  of  ser- 
vices at  a  time  when  people  needed 
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FORBES  ASAP  advertisers  have 
much  to  offer  ASAP  readers.  Look 
over  the  participating  advertisers 
and  take  a  moment  to  fill  out  the 
attached  ADVERTISER  INFORMATION 
PLUS  reply  card.  Simply  check  the 
box(es)  of  those  advertisers  that 
interest  you,  and  valuable 
information  will  be  sent  directly 
from  the  advertiser,  free  of  charge. 


COMMUNICATIONS 


1.  SOURCE,  INC.  It  IS  a  rare  communications  manager 
who  IS  not  using  SOURCE  for  communications  services  and 
equipment  SOURCE,  the  nation's  leading  supplier  of  both 
new  and  pre-owned  communications  products,  provides 
product  support,  repair  and  consulting  of  all  major  manu- 
facturer's equipment. 


•  Data  Network  Services  • 

2.  ARDIS  ARDIS,  the  largest  nationwide  radio  network, 
provides  wireless  two-way  data  communications.  ARDIS 
enables  executives  and  mobile  workers  to  access  their  cor- 
porate information  systems  or  to  communicate 
instantaneously  with  their  peers 


SERVICES 


3.  COMWARE  INCORPORATED  Comware  Incorporated 
creates  Electronic  Performance  Systems  (EPS)  which  are 
the  information-age  alternatives  to  traditional  training  and 
support.  EPS  improves  employee  performance  for  mission 
critical  systems 


4.  CSC  INTELICOM,  A  UNIT  OF  COMPUTER  SCIENCES 
CORPORATION  (CSC)  CSC  Intelicom  provides  the  broad- 
est spectrum  of  wireless  services  of  any  company  serving 
the  telecommunications  industry,  core  competencies 
include  billing  administration,  workforce  management,  and 
network  systems. 


•  Integration  • 

5.  CONTROL  DATA  SYSTEMS,  INC.  Our  job  is  to 

improve  your  business  by  providing  the  best  integrated 
information  technology  solutions  available  whether  you 
require  Client/Servers,  Networks,  Help  Desks,  or  Hotline 
support 


SOFTWARE 


6.  TECHKNOWLOGY,  INC.  TechKNOWOLOGY  offers  a 
high-performance,  low-cost  line  of  document  and  informa- 
tion management  software  products  for  Novell  Networks, 
which  provide  a  full-featured  imaging  solution  for  as  little 
as  $395  per  user. 


•  Business  Software  • 

7.  J.D.  EDWARDS  &  COMPANY  Developer  of  software 
applications  for  distribution,  manufacturing,  construction, 
property  management,  financial  operations,  and  public  ser- 
vice accounting,  JDE  serves  nearly  3000  customers 
worldwide 


•  Contact  &  Activity  Management  • 

8.  COGNITECH  For  more  information  on  Sharkware,  the 
incredible  new  software  from  CogniTech  that  manages  your 
contacts,  calendar,  phone  calls  and  to-do  list,  call  (800) 
947-5075. 


•  Databases  • 

9.  INFORMIX  SOFTWARE,  INC.  Informix  products 
include  powerful  distributed  database  management  sys- 
tems, robust  application  development  tools,  and  graphical 
and  character-based  productivity  software  for  delivering 
information  to  every  significant  desktop  platform. 


10.  ORACLE  CORPORATION  Oracle  provides  open  and 
portable  database  software,  application  development  tools, 
financial  and  manufacturing  applications,  and  the  world- 
wide service  and  support  you  need  to  assure  your 
competitive  advantage 


•  Decision  Support  • 

11.  METAPHOR  DATA  INTERPRETATION  SYSTEM 

Using  an  intuitive  graphical  interface,  the  Metaphor  Data 
Interpretation  System  is  a  software  product  that  allows 
business  professionals  to  access,  analyze  and  present  time- 
ly data  without  programming. 


•  Other  • 

12.  QUARTERDECK  OFFICE  SYSTEMS:  QEMM-SSS, 
DESQVIEW/X,  DESaVIEW-386  Quarterdeck  develops 
and  markets  multitasking  and  memory  management  soft- 
ware which  enhances  the  productivity  of  DOS-based 
personal  computers. 


13.  KONICA  BUSINESS  MACHINES  U.S.A.,  INC.  Konica 
offers  a  complete  line  of  copiers  with  the  features  and 
options  businesses  need  Plus,  a  full  range  of  full-featured 
plain  paper  and  thermal  fax  machines.  Successful  busi- 
nesses depend  on  Konica  copiers  and  fax.  For  more 
information,  call  1-800-2KONICA  or  circle  our  number  on 
the  reader  response  card 


HARDWARE 


14.  AT&T  NCR  Computer  Systems  and  Global 
Communications 


15.  NEC  TECHNOLOGIES,  INC.  NEC  makes  a  complete 
line  of  reliable,  high-performance  computer  and  peripheral 
products  -  including  the  new  UltraLite  Versa  Series  of  note- 
book computers  -  designed  to  increase  the  productivity  of 
individuals  and  corporations  everywhere.  CALL  1  -800-NEC- 
INFO 


•  Data  Storage  Subsystems  • 

16.  EMC  CORPORATION  EMC  Corporation,  a  technologi- 
cal leader  in  the  field  of  data  storage  and  retrieval, 
specializes  in  the  development  and  worldwide  marketing  of 
innovative,  high  performance  storage  products  and  related 
services. 


•  Mainframes/Minis  • 

17.  TANDEM  Tandem  manufactures  and  markets  fault-tol- 
erant computer  systems,  on-line  transaction  processing 
systems  and  enterprise  networks. 


•  Master  Reseller  • 

18.  MICROAGE  Microage  Computer  Centers,  Inc.,  Is 
master  reseller  that  markets  and  distributes  informati( 
technology  products  and  services  through,  and  in  partnej 
ship  with,  an  international  network  of  more  than  1,40 
franchisee!,  company-owned  and  affiliated  reseller  loci 
tions 


PCs ' 


19.  486  POWER  KIT  The  Buffalo  Power  Kit  upgrades  2£ 
&  386  computers  to  a  486.  Motherboards  are  also  offere 
to  provide  the  most  complete  upgrade  product  line  froi 
one  distributor 


•  Servers  • 

20.  SEQUENT  COMPUTER  SYSTEMS,  INC.  Sequel 

Computer  Systems,  Inc.  is  a  leading  architect  of  open  sy! 
tems  solutions  for  commercial  OLTP  and  decision  suppo 
applications  Sequent  develops  and  markets  scalable  SW 
computing  systems  that  support  enterprise-wide  applici 
tions  and  information  services 


21.  PANASONIC  OFFICE  AUTOMATION  The  Panason 
FP-7650  high-speed  copier  gives  your  office  the  productivii 
you  need  and  the  reliability  you  want.  Productivity  and  pe 
formance  beyond  duplication 


•  Area  Development  • 

22.  NORTH  CAROLINA  DEPARTMENT  OF  COMMERC 
BUSINESS/INDUSTRY  DEVELOPMENT  DIVISIOI 

Provides  personalized  help  in  all  phases  of  site  selectioi 
Contact  David  W  Sheehan,  Client  Services,  at  (919)  73 
4977,  FAX  (919)  733-9265,  430  North  Salisbury  Stree 
Raleigh,  NC  27611. 


•  Automation  Systems  • 

23.  AEG  CORPORATION  -  AUTOMATION  Complet 

industrial  automation  system  solutions,  encompassing  AE 
Automation  Systems  Corp  .  a  supplier  of  industrial  autom; 
tion  systems,  Modicon,  Inc  ,  a  leader  in  programmable  logi 
and  motion  controllers:  Modcomp,  provider  of  real-timl 
computer  systems  and  support,  and  Gettys,  noted  for  il{ 
precision  motors  and  drives. 


•  Data  Management  Systems  • 

24.  SYMBOL  TECHNOLOGIES  Symbol  Technologies  1 
the  world  leader  in  bar  code-driven  data  management  syi 
terns  Symbol  designs  and  manufactures  bar  code-readin 
equipment,  portable  data  terminals  and  RF  data  commun 
cations  products. 


•  Microelectronics  • 

25.  AEG  CORPORATION  -  MICROELECTRONICI 

Siliconix,  Inc  ,  a'member  of  AEG's  Microelectronics  Group 
IS  a  global  marketer  of  cutting-edge  microelectronics  innc 
vations  in  coalition  with  TEMIC 


•  Training/Education  • 

26."  ITC ITC  is  the  leading  developer  of  interactive  multime 
dia  training  applications.  Through  its  Activ  Trainini 
System,  ITC  offers  the  world's  largest  library  of  trainin 
programs. 


'  Transportation  Services  - 


27.  AEG  CORPORATION  -  TRANSPORTATION  A  world 

wide  leader  in  electronic  propulsion  and  automatic  trail 
control  combining  technology,  manufacturing,  and  market 
ing  activities  for  transportation  systems. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  ADVERTISER  INFORMATION  PLUS  CARD  TODAY! 


Quick  Studies 


them  most. 

Tulare  decided  to  tackle  the  prob- 
lem in  an  unusual  fashion:  it  would 
automate  its  way  out  of  trouble.  Nor- 
mally, local  governments  reject  ambi- 
tious information  technology  programs 
out  of  hand  because  of  their  costs.  But 
Tulare  officials — perhaps  because  they 
didn't  realize  just  how  ambitious  their 
plan  was — decided  they  would  finance 
new  systems  without  adding  to  the 
county's  budget.  Officials  would  sim- 
ply hold  open  the  positions  of  departing 
human  services  workers  and  invest 
their  salaries  in  IT  projects,  hoping  the 
systems  would  come  on-line  soon 
enough  and  work  well  enough  to  pre- 
vent the  remaining  employees  from 
collapsing  under  the  strain  of  the 
reduced  work  force.  "It  was  a  burden 
on  our  employees;  the  sacrifice  was 
theirs,"  says  Harness.  "But  we  have 
been  100-percent  self -financed." 

It  took  the  help  of  a  systems  inte- 
grator, hired  without  additional  funds 
(see  sidebar),  but  by  1990  a  number  of 
the  wish-list  systems  envisioned  by 
the  various  departments  had  come 
into  being.  Since  then,  the  human  ser- 
vices picture  in  Tulare  has  improved. 

Preventing  an  Extra  Day 
OF  Abuse 

Prudence  Morris  is  a  case  in  point.  A 
child  protection  worker,  Morris 
doesn't  look  like  an  early  adopter  of 
computer  technology.  She  is  a  short, 
sturdy  woman  who  manages  to  main- 
tain a  bubbly  disposition  despite  the 
difficulties  of  her  job:  this  morning,  for 
example,  she  met  with  a  five-year-old 
boy  whom  police  had  found  at  dawn 
wandering  alone  through  downtown 
Visalia. 

When  she  started  her  job  four  years 
ago,  she  recalls,  reaching  an  abused  or 
neglected  child  entailed  a  convoluted 
process.  When  someone  phoned  in  a 
tip,  a  social  worker  had  to  call  the 
nearest  protective  services  office.  Then 
■they  had  to  write  a  detailed  report  of 
the  call  and  its  routing,  which  was 
later  sent  to  a  clerk  for  filing.  In  emer- 
gency cases,  the  screener  had  to  call 
the  pohce  first. 

Even  urgent  cases  sometimes  took 
as  long  as  30  minutes  to  be  routed  to 
a  protective  services  worker,  during 


How  A  Systems  integrator  Got  Tulare  Rolling 


Although  Tulare  County  started  developing  its  ambitious  set  of  human  ser- 
vices automation  systems  in  1987,  it  made  disappointing  progress  through 
1989.  Few  new  systems  had  been  developed.  Most  of  the  IT  budget  was  being 
used  merely  to  maintain  existing  systems.  Departments  were  clamoring  for 
more  computer  help,  and  the  IT  backlog  was  swelling.  The  problem:  Tulare's 
45-person  information  technology  department  simply  wasn't  geared  for 
putting  together  state-of-the-art  systems.  "We're  not  in  the  middle  of  SiUcon 
Valley  here,"  points  out  deputy  county  executive  Gerald  Kersten.  "It's  not 
easy  for  us  to  get  the  Idnd  of  expertise  we  needed." 

That  same  year,  a  company  called  Systems  Computer  Technology  (SCT) 
Corp.  made  Tulare  an  offer  it  couldn't  refuse:  For  $2  miUion — the  amount  of 
the  county's  entire  centralized  IT  budget — SCT  would  replace  the  IT  depart- 
ment. SCT  promised  to  provide  all  existing  IT  services  and  throw  in  several 
new  projects  that  the  county  hadn't  been  able  to  shoehom  into  its  budget. 
Comforting  for  Tulare,  SCT  wasn't  asldng  the  county  to  throw  its  IT  person- 
nel into  the  street;  it  was  wiUing  to  hire  most  of  the  workers  at  about  the 
same  rate  of  pay  and  even  let  them  work  out  of  the  same  county  offices.  And 
to  sweeten  the  pot,  SCT  agreed  to  lower  its  fee  each  year  in  proportion  to  any 
drop  in  the  county's  available  funds. 

"User  liaisons"  The  $91  rruUion  Malvem,  Pa.-based  company  knew  what  it 
was  doing.  SCT  runs  the  computer  operations  of  some  50  local  governments 
and  universities  around  the  country,  even  beating  out  EDS  in  its  own  back- 
yard for  the  contract  to  manage  Dallas  County's  IT.  The  first  thing  SCT  did 
after  taking  over  Tulare's  IT  was  send  in  a  team  of  systems  analysts  to  inter- 
view managers  and  employees  in  Tulare's  various  departments  to  determine 
which  functions  most  urgently  needed  attention.  They  identified  the  self- 
operating  welfare  ehgibihty  kiosks  as  one  of  those  areas.  To  get  that  project 
off  the  ground  as  quickly  as  possible  and  restore  faith  in  technology,  SCT 
rushed  in  experts  in  artificial  inteUigence  and  multimedia  presentations.  They 
completed  the  project  in  six  months. 

Next,  SCT  estabhshed  "user  haisons"  within  the  ranks  of  Tulare's  various 
departments  who  would  work  closely  with  SCT  programmers  to  ensure  that 
the  new  systems  would  meet  users'  needs.  Finally,  SCT  helped  set  up  a  com- 
mittee of  senior  chent  managers  and  users  to  prioritize  long-tenn  strategic  IT 
planning.  "We  don't  have  to  think  up  ideas  for  automation,"  says  Lee  Curtis, 
the  director  of  the  company's  Tulare  County  Computer  Center.  "Our  chents' 
department  heads  always  have  great  ideas.  They  just  couldn't  get  anyone  to 
Usten  to  them  and  implement  them." 

Less  pressure  on  county  workers  Curtis  emphasizes  that  SCT  doesn't  rely  on 
state-of-the-art  software  development  technology:  Tulare's  systems  were  built 
primarily  in  COBOL  with  the  IDMS  database  management  system.  To  elimi- 
nate the  costly  and  error-prone  process  of  having  data-entry  clerks  build  the 
database  by  typing  in  the  information  over  a  period  of  several  weeks,  SCT  had 
Tulare's  human  services  caseworkers  enter  the  information  themselves  over 
the  course  of  a  year.  They  did  this  by  typing  in  a  case  file  whenever  they 
opened  a  new  one  or  accessed  an  old  one.  Such  a  piecemeal  fashion  also  eased 
caseworkers  into  the  system,  allowing  training  to  proceed  in  a  less  pressured 
fashion. 

County  supervisor  Charles  Harness  is  anythmg  but  defensive  about  having 
given  up  on  the  coimty's  ovm  IT  department.  "I  give  ourselves  credit  for  real- 
izing we  had  to  go  out  there  and  find  someone  with  more  experience  in  build- 
ing these  systems  than  we  had,"  he  says. 


QuscK  Studies 


which  time  a  child  might  have  to 
watch  the  pohce  arrest  a  parent.  Less 
urgent  cases  could  languish  a  day. 
"Missing  a  day  sometimes  means  an 
extra  day  of  abuse  we  could  have 
saved  a  child  from,"  says  Morris. 
"Worse,  we've  had  children  move  dur- 
ing that  day  and  never  got  to  help 
them."  Even  when  workers  were  able 
to  get  to  the  scene  on  time,  the  inac- 
cessibility of  the  information  filed 
away  by  a  clerk  sometimes  prevented 
them  from  realizing  they  were  dealing 
with  a  repeat  abuser.  In  some  cases, 
they  couldn't  even  find  the  right 
apartment.  "We  were  flying  blind," 
says  Morris. 

Two  years  ago,  the  child  protective 
services  department  got  a  new  infor- 
mation system.  Now  when  a  county 
worker  receives  a  call,  she  types  her 
report  directly  into  a  PC  (the  county 
uses  a  mix  of  NEC,  IBM  and  Compaq 
machines)  and  it  prints  out  at  the  near- 
est office,  leaving  the  worker  immedi- 
ately free  to  take  the  next  call.  Work- 
ers can  instantly  access  all  current  and 
historical  case  information  via  their 
desktop  PCs,  so  they  can  obtain  all  rel- 
evant case  information  before  they 


leave  the  office.  If  they  get  calls  while 
they're  out  of  the  office,  they  can  use 
NEC  laptops  equipped  with  wireless 
modems  to  retrieve  the  information. 
"Those  things  are  )ust  wonderful," 
gushes  Morris.  "Now  it's  very  frustrat- 
ing to  have  to  do  without  them  if  one 
of  them  needs  repairing." 

It  was  this  hunch — that  even  peo- 
ple who  had  never  had  anything  to  do 
with  computers  could  be  comfortable 
interacting  with  them — that  led  the 
then  head  of  Tulare's  welfare  office  to 
propose  "eligibility  kiosks"  to  help  the 
county  cope  with  the  swelling  welfare 
rolls  without  hiring  more  workers. 
Public  officials  also  thought  the  kiosks 
would  reduce  errors.  Built  around  IBM 
PS/2  model  60  PCs  connected  to  a 
mainframe  computer,  kiosks  provide 
users  with  an  interactive  multimedia 
presentation  fed  from  a  video  disk 
player.  As  an  image  of  a  person  talks 
the  applicant  through  the  process  in 
English  or  Spanish,  the  applicant 
touches  the  screen  to  respond.  An  arti- 
ficial intelligence  program  monitors 
the  responses  to  determine  which 
questions  to  skip  (for  example,  men 
won't  be  asked  if  they  are  pregnant). 


When  the  interview  has  been  com- 
pleted, the  program  produces  the  filled- 
in  11 -page  form  and  makes  a  prelimi- 
nary determination  of  eligibility.  A 
human  worker  then  reviews  that 
determination,  occasionally  overriding 
the  machine's  decision  in  considera- 
tion of  extenuating  circumstances. 
"The  kiosk  will  sometimes  deny  an 
application  because  the  person  quit  her 
job,"  explains  eligibility  worker  David 
Solis.  "But  if  we  see  she  quit  because 
she's  a  single  mother  who  was  having 
trouble  getting  good  day  care,  we 
might  give  it  to  her." 

As  for  the  county  administrators, 
they  seem  to  have  gotten  what  they 
were  looking  for.  Despite  the  growing 
need  for  human  services,  the  work 
force  of  providers  has  remained  fairly 
flat  over  the  last  few  years.  "We  were 
caught  by  surprise  when  unemploy- 
ment jumped  from  15  percent  to  19 
percent  this  past  June,"  says  Arnold 
Fein,  a  friendly  bulldog  of  a  man  who 
now  heads  the  county's  welfare  depart- 
ment. "But  the  system  helped  us  han- 
dle it  without  hiring  more  people."  In 
fact,  the  program  is  so  successful  that 
the  county  is  considering  setting  up 
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public  kiosks  with  credit  card  readers 
to  allow  residents  to  pay  for  every- 
thing from  property  taxes  to  reserva- 
tions in  one  of  the  county's  park 
campgrounds. 

Tulare's  human  services  administra- 
tive costs  per  recipient  are  now  the 
lowest  or  next-to-lowest  in  the  state  for 
every  category  of  service,  brags  Harness. 
He  credits  the  feat  to  the  coionty's  com- 
mitment to  information  technology. 
"We  stuck  to  our  plan  through  hard 
times,"  he  says,  "and  we  absolutely 
intend  to  continue  investing." 

The  county  has  received  feelers 
about  its  system  not  only  from  other 
counties  but  from  several  states 
(including  Oregon  and  Oklahoma),  as 
well  as  from  Japan,  Belgium  and  the 
United  Kingdom.  Ironically,  the  Cali- 
fomia  state  government  is  giving  it  the 
cold  shoulder.  Deputy  county  execu- 
tive Kersten  says  his  biggest  fear  is 
that  the  state  could  force  Tulare  to 
give  up  its  own  systems  for  less  pro- 
ductive ones.  "That  would  be  a  big 
step  backwards  for  us, "  he  says. 

When  it  comes  to  cutting  bureau - 
racy,  it  seems  there's  only  so  much 
one  county  can  do.  (Si 
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Breaking  Away 


By  Jeffrey  Young 

Sand,  Sun,  Mutual  Fund 

Plugged  into  Wall  Street  by  laptop  and  phone,  Liz  Greetham  of 
Weiss,  Peck  &)  Greer  has  the  world  by  the  (Bermuda)  shorts. 


WORK,  WORK,  WORK  Even  on  the  beach,  life  sciences  fund 
manager  Liz  Greetham  can  keep  track  of  Wall  Street  doings. 


iz  Greetham  is  vexed,  even  though  for 
1  ]  years  she's  Uved  in  a  paradise  on 
Earth.  Her  worries  are  coming  straight 
out  of  Wall  Street,  zapped  700  nautical 
miles  to  a  speck  of  reef  in  the  mid-At- 
lantic. The  news:  the  morning's  profits, 
at  the  moment,  have  evaporated. 

Greetham  (pronounced  Gree-tum) 
has  just  lunched  at  the  exclusive  Coral 
Beach  &.  Tennis  Club  on  the  fabled 
south-shore  pink  beaches  of  Bermuda. 
This  is  a  country  club  where,  on  the 
twice-weekly  dinner-dance  evenings, 
"black  tie  is  the  requested  dress  during 
the  season."  High  tea  is  served  every  af- 
temoon.  Cars  are  driven  on  the  left  side 
of  the  street,  and  the  speed  limit  is  25 
miles  per  hour.  Only  mopeds  and  scoot- 
ers are  available  to  tourists,  and  an  ex- 
tensive fleet  of  ferries  crisscrosses  the 
bays  and  sounds. 

Elizabeth  M.  Greetham,  a  slender, 
Idnetic  Scottish-bom  life  sciences  fund 
portfolio  manager  for  the  New  York 
City  firm  of  Weiss,  Peck  &.  Greer  Ven- 
ture Partners,  bursts  mto  her  comfort- 
able four-story  condominium  in  the  vil- 
lage of  Flatts.  A  modular  phone  line 
snakes  across  the  oriental  carpet  in  her 
living  room  and  disappears  into  the 
heating  and  air  conditioning  ducts.  As  it 
turns  out,  she  has  five  phone  lines  here: 
two  voice,  one  fax  and  one  modem  line 
for  a  direct  data  link  to  her  Manhattan 
office  plus  one  dedicated  to  a  real-time 
stock  market  quote  service. 

"My  market  position  was  up  when  I 
went  away  for  lunch,"  she  muses  while 
tapping  a  couple  of  function  keys  and 
perusing  a  series  of  stock  prices.  The 


small  machine  is  a  dedicated  quote 
computer,  called  The  Traveller,  provid- 
ed by  Bloomberg  Financial  Services  in 
conjunction  with  a  subscription  to  its 
live  stock-quote  service — a  local  call 
now  that  Bloomberg  has  installed  dial- 
up  service  in  Bermuda.  A  $l,500-a- 


month  fee  includes  both  the  portable 
and  a  dedicated  desktop  quote  tenninal 
in  Greetham's  New  York  office.  There, 
the  $150  million  of  pharmaceutical, 
health  care  and  biotechnology  stocks 
she  manages  are  logged  in.  The  money 
in  the  funds  is  primarily  institutional, 
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though  some  of  it  comes  from  individu- 
als who  can  afford  the  quarter-milUon- 
Jollar  ante.  An  executive  assistant  and  a 
research  associate  hold  down  the  fort  in 
the  Manhattan  office  that  Greetham 
arely  visits,  instead  living  year-round 
)ii  Bermuda  with  her  husband  and  fam- 
ly — and  works  from  wherever  she  can 
tind  a  couple  of  phone  jacks. 

"Now  my  fund  is  down,"  she  con- 
tinues, an  edge  appearing  beneath  her 
eminently  reasonable  British  accent. 
"I'm  not  happy."  Although  her  portfoHo 
has  risen  57  percent  over  the  past  two- 
and-a-half  years,  while  a  benchmark 
amalgam  of  biotech  and  pharmaceuti- 
cals stocks  has  risen  just  22  percent, 
Greetham  has  taken  her  hits  this  year 
as  the  drug  sector  has  gone  soft.  She's 
quick  to  point  out,  however,  that  "year 
to  date,  in  one  fund  I'm  off  eight  percent 
versus  33  percent  for  the  same  sector 
over  the  last  12-month  period;  in  anoth- 
er that  started  in  February,  I'm  up  six 
percent  while  the  segment  as  a  whole 
has  dropped  by  9.3  percent." 

It's  hard  to  remain  upset  for  long 
when  you  have  Greetham's  view.  Her 
condominium  is  situated  atop  a  slight 
rise  overlooking  Harrington  Sound,  a 
bay  about  halfway  down  the  25-mile- 
long  fishhook-shaped  string  of  some  150 
islands  and  coral  cays  that  make  up  this 
self-goveming  British  colony.  This  after- 
noon a  rowboat  slowly  makes  the  cross- 
ing to  a  large  summer  home  bmlt  on  an 
island  in  the  middle  of  the  sound. 
Greetham's  is  one  of  the  several  hun- 
dred properties  available  for  purchase  by 
non-Bermudans.  The  idea  is  to  keep 
moderately  priced  property  in  the  hands 
of  the  locals  and  to  let  outsiders  buy  in 
only  at  the  top  of  the  range. 

Greetham  came  to  Bermuda  1 1  years 
ago  when  her  husband  Chris — also 
British — was  hired  by  a  Bermuda-based 
ship  insurance  fum.  They  moved  to  the 
island  from  Connecticut,  where  she  had 
been  employed  as  a  pharmaceuticals 
and  health  care  analyst  for  Butcher  & 
Singer.  She  was  an  early  telecommuter, 
with  an  office  phone  line  that  rang  in 
her  suburban  home.  When  the  family 
moved  to  Bermuda,  she  took  a  job  with 
F.  Eberstadt,  and  in  the  mid-'80s,  when 
go-go  madness  gripped  Wall  Street,  am- 
bition got  the  better  of  her. 

"We  started  developing  the  health 


care  group,  and  by  the  mid-'80s  I  was 
managing  about  20  people  from  here, 
with  offices  in  New  York,  London  and 
Tokyo,"  says  Greetham.  "I  was  on  the 
phone  or  the  road  all  the  time — in  1988, 
I  traveled  more  than  200,000  miles.  It 
was  a  nightmare,"  she  sighs,  looking 
out  over  nearby  rooftops  to  the  dark 
blue  waters  of  Harrington  Sound.  "I  quit 
when  our  daughter  asked  me  when  she 
might  ever  see  me  again." 

Retirement,  however,  didn't  last 
long.  Weiss,  Peck  &  Greer  was  familiar 
with  her  work  as  an  analyst,  and  the 
company  soon  asked  if  she  would  Hke 
to  consult  for  its  institutional  fund 
managers  in  her  field  of  expertise.  (The 
firm  manages  about  $12  billion,  most  of 
it  from  institutional  investors  and  high- 
asset  individuals.)  She  agreed,  but  only 
on  the  condition  that  she  limit  her  time 
in  New  York  and  work  from  her  home 
in  Bermuda.  They  concurred,  and  with- 
in a  few  years  she  had  begun  to  actively 
manage  money  as  well — both  in  the  life 
sciences  fund  and  in  the  biotechnology 
and  pharmaceuticals  portions  of  other 
growth  funds. 

Does  she  miss  New  York?  Hardly — 
she  thinks  worldng  there  might  even  be 
a  disadvantage.  "The  trading  floor  is 
madness,"  she  laughs.  "There's  no  place 
in  the  world  where  mmors  travel  faster 
than  on  Wall  Street.  I  like  to  think  that  I 
have  a  little  more  time  to  reflect,  to 
think  before  I  sell  off  my  entire  posi- 
tion— or,  maybe  more  dangerously,  buy 
into  a  rising  stock.  I  can  track  exactly 
how  the  market  is  moving  on  that  little 
quote  machine  over  there.  I  have  all  my 
research  on  the  portable  PC  over  here.  I 
have  direct  access  to  my  trader  by  pick- 
ing up  the  phone.  I  don't  get  caught  up 
in  a  stampede." 

Perhaps  what's  most  impressive 
about  Greetham  is  how  effortlessly  she 
has  integrated  the  equipment  that  en- 
ables her  to  do  her  job  from  paradise 
into  her  everyday  life.  Her  son,  home 
for  the  holidays,  asks  her  for  some  help 
on  a  project.  She  carries  her  portable 
phone  up  to  his  room;  a  few  minutes 
later  she  emerges  with  the  phone  to  her 
ear  and  goes  downstairs.  A  broker  has 
called  with  a  tip  that  one  of  her  biotech 
companies  will  be  a  couple  of  months 
late  going  into  its  human  clinical  trials. 
While  bantering  with  him,  she  checks 


OFFSHORE  HOW-TO 

So,  you  think  you  want  to  make  the  big 
move  to  Bermuda?  Ready  to  renounce  the 
U.S.  and  head  for  more  fax-friendly  chmes? 
Then  Maxwell  L.  H.  Quin  is  just  the  man  to 
walk  you  through  the  somewhat  arcane  in- 
tricacies of  Bermudan  low.  The  49-year-old 
Belfast-born  lawyer  come  to  Bermuda  14 
years  ago  to  set  up  a  joint  venture  agree- 
ment. "I  thought  I'd  died  and  gone  to  heav- 
en," he  laughs,  an  Irish  brogue  still  soften- 
ing his  accent.  "I  haven't  left  yet."  Here- 
with, Maxwell's  maxims: 

•  Avoiding  taxes  is  not  the  big  thing.  The 
American  IRS  is  very  good  at  getting  at  in- 
come produced  in  the  states.  It's  the  free- 
dom of  operating  here  without  interference, 
without  overregulation  and  without  tremen- 
dous lots  of  filing. 

•  The  government  here  relies  on  profes- 
sional people  to  keep  rotten  eggs  out.  The 
last  thing  Bermuda  wonts  is  publicity  of  any 
nature.  We're  not  Panama;  we're  not  the 
Caymans. 

•  Bermuda  is  expensive.  The  cost  of  a 
basic  Bermuda  corporation  is  $2,000.  On 
on  annuel  basis,  the  government  will 
charge  you  $1,600  to  keep  your  firm  on 
the  register  of  companies.  Lawyers  will 
charge  about  $2,000  annually. 

•  There  are  no  state  or  local  taxes,  and  no 
income  or  capital  gains  taxes  on  corporate 
operations.  Regulatory  costs  are  much  lower. 

•  Customs  duty  is  our  major  revenue 
source.  The  cost  of  living  is  pretty  high 
here — everything  that  comes  in  has  a  duty 
on  it.  And  there  are  some  taxes:  employ- 
ment, hotel  occuponcy,  hospital  levy  and, 
most  of  all,  land.  Every  purchase  of  land  in- 
cludes a  20-percent  tax  on  the  purchase 
price  to  be  paid  to  the  government.  We're 
not  really  a  tax  haven. 


her  position  and  the  day's  price  on  one 
machine,  calls  up  her  spreadsheet  on 
another,  recalculates  her  earnings  pro- 
jection, then  looks  up  the  company 
CEO's  telephone  number  in  her  elec- 
tronic address  book.  She  calls  up  to  her 
teenager  to  reassure  him  that  she'll 
only  be  a  minute — "just  a  couple  more 
calls." 

Calls  finished,  son  helped,  she's  off 
for  her  daily  swim  in  the  aquamarine 
waters  that  encircle  the  island.  (jSM) 
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•HOW  CAN  YOU 

CAPITALIZE 

ON  DATA  SYSTEMS 
LAND  SOLUTIONS? 

CALL 


[-800-756-4636 

TL  TELL  YOU 

[OW  BELL  ATLANTIC 

'AID  OFF 


We  're  Crestar.  With  more  than  260  branches 
in  Maryland,  Virginia  and  Washington,  D.C., 
we're  convenient  to  all  the  places  our 
customers  live,  work  or  shop.  Customer 
service  is  the  key  to  our  success.  And  the 
companies  of  Bell  Atlantic*  play  a  significant 
role  in  applying  technology  to  provide 
superior  customer  service.  One  way  is  our 
Retail  Automation  Network  that  depends  on 
Bell  Atlantic's  High  Speed  Data  Network. 
Only  Bell  Atlantic  had  the  infrastructure  in 
place  to  provide  the  data  solutions  we  needed. 
Thanks  to  Bell  Atlantic,  every  location  has 
immediate  access  to  all  customer  information, 
at  all  times.  This  allows  the  branches  to  open 
accounts  and  cross  sell  additional  services 
faster,  improving  productivity  along  the  way 
As  we  acquire  new  branches.  Bell  Atlantic 
is  there  to  help  bring  them  on-line  and 
integrate  them  into  our  network  within 
72  hours,  sometimes  within  24  hours.  And 
Bell  Atlantic  monitors  the  entire  network 
24  hours  a  day.  The  network  has  proven 
reliable-on-line  an  astounding  99.8%.  Even 
now,  they're  installing  LANs  and  workstations 
that  integrate  many  of  our  locations.  Pleasing 
the  customer  is  our  main  goal.  Obviously, 
it's  Bell  Atlantic's  goal  too.  So  call  me,  I'll  tell 
you  how  Bell  Atlantic  was  right  on  the  money. 


@  Bell  Atlantic 

We're  MoreThan  JustTaE 


prs  will  hear  a  recorded  message  from  Mr  Ginlher.  and  will  be  ^iven  the  opportunity  lo  leave  a  messaj;e  lor  him  or  to  speak  with  a  Bell  Atlantic  representative  'The  Bell  Atlantic  (amily  of  companies  includes  th 
Atlantic  Systems  Group,  New  Jersey  Bell.  Bell  of  Pennsylvania.  Diamond  Slate  Telephone,  the  CfrF  Telephone  Companies  and  other  communications  and  informalion  managemeni  companies  <&  I993  Bell  Atlanii 
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Coinmumcaror 


'n  A  MAGAZINE  filled  with  heavy 
breathing  about  electronic  com- 
.  munication,  allow  me  to  raise  a 
polite  note  of  caution.  Not  a  Luddite's 
lament,  mind  you — Uke  most  other  de- 
cent folk,  I've  got  a  car  phone,  a  fax,  a 
modem  and  an  on-line  connection  to 
the  great  hum  of  the  new  age — but  just 
a  gentle  drizzle  on  the  parade. 

The  nature  of  modem  technology  is 
this:  all  technologies  tend  to  make  us 
think  we  can't  get  along  without  them, 
and  in  the  case  of  the  best  technology 
that's  sooner  or  later  true.  But  no  tech- 
nology is  a  win-win  proposition,  how- 
ever sweet  its  blandishments.  The  au- 
tomobile gave  us  freedom  and  air  pol- 
lution. Antibiotics  gave  us  miraculous 
recoveries  and  an  overpopulated  world. 
Television  gave  us  vivid  information, 
cheap  thrills  and  the  attention  span  of 
gnats.  And  so  on.  The  more  promising 
the  technology,  the  more  significant 
the  dowmside.  Big  gain,  equally  big  loss. 

Which  brings  me  to  the  latest  worm 
in  the  Apple  (or  the  IBM,  Compaq,  DEC, 
whatever):  electronic  mail.  This  vran- 
kle  in  the  much-abused  art  of  commu- 
nication promises  much,  with  the  re- 
sult that  it  is  becoming  as  ubiquitous 
as  the  fax.  In  fact  (or  at  least  in  effect). 
E-mail  is  the  latest  de  rigueur  technolo- 
gy, and  those  who  don't  have  it  are  U- 


able  to  be  thought  of  as  cranks,  an- 
chorites or,  worse,  out  of  the  loop  (and, 
as  you  will  recall,  George  Bush  was  the 
last  person  in  America  to  claim  being 
out  of  the  loop  as  a  virtue). 

Electronic  mail  entered  our  lives  fair- 
ly recently,  as  a  beneficent  friend.  It  was 
going  to  put  us  more  in  touch  than  even 
the  most  formidably  connected  of  us 
had  ever  been  before.  Thus,  by  those  for 
whom  communication  is  a  kind  of 
moral  imperative.  E-mail  was  welcomed 
as  some  sort  of  savior.  Yet  the  dark  side 
of  this  bright  idea  is  emerging  fast.  What 
we  have  here,  to  misquote  the  warden's 
lecture  to  Cool  Hand  Luke,  is  a  failure 
to  resist  commumcating. 

Crimes  against  Brevity 

As  is  often  the  case  with  a  new  tech- 
nology. E-mail's  virtues  and  vices  are 
interchangeable,  making  one  person's 
salvation  another's  purgatory.  Let  me 
give  you  an  example.  Not  long  ago,  I 
sat  in  the  New  York  office  of  the  editor 
of  a  new  magazine.  Every  few  minutes, 
as  we  talked,  her  computer  gave  a  dis- 
creet little  hing,  like  a  department 
store  elevator  announcing  the  lingerie, 
sportswear  and  accessories  floor.  With 
each  repetition  of  the  sound,  the  editor 
winced  sHghtly  and  glanced  nervously 
toward  her  screen.  Was  the  insistent 


chime  her  E-mail  announcing  itself?  I 
asked.  "Yes,"  she  moaned.  "My  God,  it 
never  stops.  Every  moming  when  I  get 
in,  there  are  already  10  messages,  so  I 
spend  the  first  hour  of  the  day  just 
deahng  with  E-mail.  By  midafiemoon,  I 
have  to  do  it  all  again.  It's  not  as  if  I 
wasn't  already  ducking  half  my  phone 
calls,  and  now  this!" 

For  people  who  hke  to  let  their  fin- 
gers do  the  talking,  this  may  seem  the 
best  way  yet  to  reach  out  and  grab 
someone.  The  problem  is,  it's  so  easy 
for  the  sender  (just  dash  off  whatever 
comes  to  mind  and  hit  "send")  that  the 
line  between  useful  messages  and  self- 
indulgent  mimibhng  is  easily  crossed. 

To  make  things  worse,  the  phenom- 
enon of  the  motor  mouth  (or  modem 
mouth)  is  almost  built-in.  Free  of  the 
ordinary  checks  of  body  English  (the 
blank  stare,  the  fidget,  the  suppressed 
yawn,  the  sidelong  glance)  or  vocal 
clues  (the  cleared  throat,  the  all-pur- 
pose "Look,  I  gotta  go").  E-mail  enthu- 
siasts ramble  on,  screen  after  screen, 
thrilled  to  have  their  uninterrupted  say, 
soliloquizing  with  (they  imagine) 
Shakespearean  resonance,  bhthely  for- 
getting that  somebody  has  to  read  this 
magnum  opus.  Receiver  resentment  is 
the  resulting  malady,  creating  a  very 
unhealthy  environment  for  any  idea. 
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[uoposed  in  a  long-winded  message. 

Unlike  someone  on  the  telephone  or 
m  a  meeting,  an  E-mailer's  self-involve- 
ment can  induce  delusions  of  grandeur. 
Access  is  power,  so  sitting  alone  at  your 
.omputer,  sending  a  message  to  the 
jomputer  of  an  important  personage 
^urely  must  make  you  one  of  the 
inointed.  This  sense  of  self-importance 
:an  grov^  to  monstrous  proportions  if 
electronic  openness  is  promoted  as  the 
icw  democracy.  For  example, 
vvhen  IBM's  new  chairman, 
Louis  V.  Gerstner,  Jr.,  took 
3ver  troubled  Big  Blue  early 


noncommunicative  hierarchies. 

It  would  do  wonders  for  the  quaHty 
of  working  hfe  (such  as  it  is)  if  every- 
one happily  zapping  notes  around  the 
globe  understood  that  despite  the  sexy 
gloss  of  instant  delivery,  scrolling, 
downloading,  etc..  E-mail  is  nothing 
more  than  that  unglamorous  standby, 
the  memorandum.  We  might  then  real- 
ize that  all  the  excesses  of  memos 
carry  over  into  elec- 


his  year,  according  to  the  New  York 
'^imes,  he  seized  on  Profs,  the  in-house 
■lectronic  party  Line,  as  a  great  device 
or  reheving  the  anxieties  of  employees 
vorried  (with  good  reason)  that  their 
.)bs  were  in  jeopardy.  Now,  as  one  of 
)is  associates  said  in  the  article,  "Every- 
)i)dy  volunteers  this  advice  by  E-mail, 
ind  there  are  a  lot  of  in-house  insur- 
;ents  writing  in."  Look  for  Gerstoer  to 
luU  the  plug  before  the  year  is  out.  The 
bility  of  anyone  with  a  computer  to 
;et  directly  to  the  boss  could  bring  a 
vave  of  nostalgia  for  the  great  age  of 


tronic  notes,  without  the  saving  grace 
of  paper's  tendency  to  drift  gently  to- 
ward the  bottom  of  the  "To  Read"  pile 
without  ever  being  noticed. 

The  most  common  transgressions  of 
memos  are  crimes  against  brevity. 
Paper  memos,  being  palpable  objects, 
reveal  in  the  simplest  way  when  one  is 
babbling  on — they  pile  up,  sheet  upon 
sheet.  But  E-mail  scroUs  away  invisibly, 
leaving  no  evidence  of  overkill.  Since 
these  memos  are  rarely  printed  out  by 
the  sender,  torrents  of  unnecessary, 
wearying  words  are  unwisely  transmit- 


ted by  frantic  scribblers  unaware  that 
they  have  sunk  into  deep  blather.  Until 
someone  creates  software  designed  to 
give  anti-boor  wamings  ("Blah,  blah, 
blah!"],  a  one-screen-per-message  rule 
should  guide  us  aU. 

Even  more  than  the  memo.  E-mail 
seems  to  inspire  trash  talk.  Maybe  it's 
because  we  all  like  to  think  of  our- 
selves as  much,  much  tougher  than  we 
actually  are,  or  maybe  it's  because  there 
is  a  disembodied  quahty  to  communi- 
cation via  dancing  electrons  (call  it  "not 
mE-mad"),  but  a  lot  of  people  are  will- 
ing to  type  things  into  a  keyboard  they 
would  never  say  face-to-face. 

Where  the  Discreet  Meet 

Having  heard  stories  of  E-mail  messages 
vitrioHc  enough  to  acid-etch  the  recipi- 
ent's monitor,  I've  decided  that  people 
who  fume  through  their  word  proces- 
sors feel  invulnerable,  like  little  kids 
shouting  challenges  and  insults  to  an 
empty  room.  Thus,  someone  can  launch 
a  cluster  bomb  toward  a  colleague's 
computer  and  stdl  be  astonished  to  find 
that  its  arrival  on  target  has  left  the  re- 
cipient wounded  and  hungry  for  re- 
venge. In  the  book  The  Metaphysics  of 
Virtual  Reality  (1993,  Oxford  Press), 
Michael  Heim  talks  about  computer 
communications  fostering  a  kind  of  de- 
tachment in  which  "ethical  awareness 
shrinks."  Presumably,  good  manners 
(the  ethics  of  consideration)  shrink  too. 

One  last  word  of  warning  before  you 
descend  irretrievably  into  E-mail  addic- 
tion. However  evanescent  the  paperless 
vapor  trail  of  screen-to-screen  communi- 
cation may  seem,  discretion  is  not  its 
middle  name.  Or  even  its  niclcname. 
Send  a  nasty  note  to  a  colleague — or  an 
obsequious  note,  a  seductive  note,  a  rev- 
olutionary note,  anything  meant  for  one 
set  of  eyes  only — and  you  simply  have 
no  idea  where  it  end  up.  No  trip  to 
the  copy  machine  is  required  for  your 
confidential  memo  to  be  sent  instantly 
to  all  sorts  of  blabbermouths.  Just  point 
and  chck  on  the  "forward"  box. 

And  remember  that  E-mail  never 
forgets.  Send  and  erase  all  you  want, 
but  if  somebody  wants  to  find  out  your 
secrets,  they  will.  Just  ask  OUie  North. 

Owen  Edwards  wrote  about  King 
William  of  Gates  in  the  last  ASAP. 
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finds  room 


no 


else  cart 


our  patent-pending  'stealth'  tech- 
nolog}',  QEMM  finds  as  much  as  96K  more 
high  memory  than  other  memory  managers. 

No  one  has  yet  been  able  to  match  our 
performance.  No  wonder  QEMM  outsells 


Sooner  or  later,  you'll  get  an 
'"Out  of  fflemory''  messaige. 
Whether  your  386/486  has 
1  megabyte  or  16. 


SRs  and  network  utilities  need  memor}'  right    all  the  others  put  together! 


^here  your  programs  need  it,  too.  It's  called 
lower'  or  'conventional'  memory. 

Adding  RAM  to  your  PC  just  gives  you 
nore  expanded  or  extended  memory  — 
ccessible  to  some  programs,  but  not  to  TSRs 
!ke  fax  utilities,  device  drivers  or  network 
itilities  like  Novell  NetWare.  Fortunately 
here's  an  easv  software  solution  to  'out  of 
nemorv''  problems. 

Have  Your  Cake  and  Eat  it,  Too. 

he  more  memory  you  have,  the  more  flexi- 
lility  and  reliability  you  can  enjoy  Thanks  to 


DOS6w/oMeinMaker 
D0S6wiihMemMaker 
QEMM-386  V6  Optimize 
New  QEMM  veision  7  Optimize 


4011K 


500k 


600K 


We  tested  DOS  with  and  without  MemMakerand  with 
QEMM  6  and  our  new  QEMM  7nins  away  fmm  all  of 
them.  See  details  of  test  conditions  below. 


QEMM' '  puts  the  maximum  memory  right 
where  your  favorite  programs  need  it  so  you 

needed  mother  32K  for  my  favorite  TSR. 
I  oAkd  2  megAytes.  I  sttt  need  32K!  What  gives?'' 

can  run  them  and  TSRs  without  'out  of 
memory'  problems  or  conflicts.  That  keeps 
your  PC  running  smoothly  and  performance 
at  its  best. 

Protect  Your  Productivity; 
Keep  Your  Work  Safe. 

Any  task,  from  programming  to  writing  the 
company  business  plan  to  composing  a 

personal  letter,  takes  time  and  thought. 
Your  PC  is  supposed  to  make  that  process 

-  easier;  your  output  better.  When  you  can't 

run  your  favorite  grammar-checking  TSR  or 
have  to  get  by  without  a  vital  network  utility 
you're  sacrificing  productivity. 


Whether  you're  running  MS-DOS,  IBM] 
PC-DOS,  DR  DOS,  Novell  DOS  or  MS 
Windows;  one  megabyte  or  eight,  don't  sac^ 
fice;  don't  compromise;  don't  risk  losing  wo 
Managing  your 
memory  well  is  the  besi 
way  to  assure  your  wolj 
won't  go  to  waste. 
QEMM  version  7  is 

QEMM  comes  with    "^^^^  P^^^''^"''  ^  ^^^6  , 

the  new  Manifest,  the  memory  manager  you  d 
award-winning    buy  It's  the  Utility  that  fi; 

memory  analyzer  that  , 

helpsyouseehow   more  memory  when 
your  PC  works.     nothing  else  can. 


Pro 
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Quarterdeck  Office  Systems,  150  Pico  Boulevard,  Sauta  Monica,  CA  90405  (310)  392-9851  Fax 

Quarterdeck  International  Ltd.,  B.I.M.  House,  Crofton  Terrace,  Dun  Laoghaire  Co.  Dublin,  Ireland  Tel.(353)  (1)  284-1444  Fax: 
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.  idi-ckOt'lKe  Svsloins  Trademarks  are  property  of  their  respective  owner 
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lese  Uttle 
Piggies 
Control  the 
Market 


Sixth  graders  at  Entz  Elementary 
School  in  East  Mesa,  Ariz.,  have 
been  talldng  out  of  turn  in  Marian 
Bass'  computer  class.  But  rather  than 
ales  of  street-fighting  ninjas  and  laser- 
;yided  missiles  tripping  off  their  pre- 
lubescent  tongues,  students  are  jabber- 
ng  about  gross  margins  and  net  assets 
mgering  their  shareholders. 

Pluma  Software,  Mesa,  Ariz.,  has 
eleased  Capitalist  Pig,  an  "edutain- 
nent"  game  in  which  players  build 
/^irtual  corporations  from  the  ground 
p.  All  the  elements  of  your  basic 
^.B.A.  program,  including  balance 
heets  and  price/earnings  ratios,  are  in- 
cluded— only  Capitalist  Pig  is  a  lot 


By  Kevin  Hogan 


more  fim  than  two  years  at  Wharton. 

Bass,  a  teacher  in  Entz  Elementary's 
new  computer  lab,  worked  the  soft- 
ware into  a  curriculum  on  careers,  in- 
troducing vocabulary  and  basic  busi- 
ness strategies  to  the  young  digital  en- 
trepreneurs. She  says  that  the  sixth 
graders  have  caught  on  well.  "I  had 
two  Httle  guys  last  year  who  were 
coming  in  after 
school  to 
compete  for 
profit  margins. 
They  wanted 
to  see  who 
could  build 
up  the  most 
capital." 

Real-world  in- 
fluences including 
war,  employee 
strikes  and  even 
terrorist  attack 
occur  during  th 
piglets'  battle  for 
the  big  bucks. 
And  real-time 
decisionmak- 
ing and  ani- 
mated graph- 


ics apply  immediate  results  to  their 
next  annual  reports. 

"The  great  thing  about  [Pig)  is  the 
kids  see  there  are  consequences  to 
whatever  actions  they  take,"  says  Bass. 
Pluma  Software  says  there  are  no  plans 
for  a  game  called  Bankruptcy 
Lawyer. 


ropheting 
rom  Technology 

5o  what  do  kids  raised  on  business 
omputer  games  do  when  they  grow 
ip?  Take  a  look  at  this  corps  of  market 
esearch  speciahsts. 

Plucked  fresh  from  top  M.B.A.  pro- 
p-ams,  the  employees  of  Prophet  Mar- 
^et  Research  gather  data  and  write 


» 


analyses  not  in  corporate  cubbyholes 
from  under  reams  of  paper,  but  from 
wherever  and  whenever  they  dam  well 
please — with  the  aid  of  technology. 

Founded  a  Httle  over  a  year  ago  by 
Scott  Galloway,  28,  and  Ian  ChapHn, 
32,  Prophet  has  flanks  of  researchers 
working  on  accounts  for  The  Gap  and 
Yamaha,  among  others. 

Apple  PowerBooks  are  floated  to 
Prophet's  50  associates  across  the 
country  who  collect  customer  product 
surveys  and  recruit  focus  groups 
["Which  tastes  better,  A  or  Bl")  hom 
nearby  department  stores  and  shopping 
malls.  The  data  are  modemed  to 
Prophet  headquarters  in  San  Francisco, 
crunched  on  a  Macintosh  Quadra  and, 
after  some  cellular  phone  conferencing, 
turned  into  reports. 

The  result  is  quicker  niformation 
turnaround  and  high-quality  reports 
produced  by  hungry  upstarts,  plus  neg- 


ligible overhead  and  estimated  first- 
year  revenues  of  $400,000. 

"Any  company  can  coUect  informa- 
tion. Our  cHents  want  solution  analy- 
sis. We  can't  pay  our  researchers  six 
figures  hke  a  McKinsey.  But  what  we 
offer  instead  is  a  better  quaUty  of  hfe. 
The  only  thing  we  demand  is  quahty 
work,"  proclaims  Galloway. 

Researchers  choose  their  projects 
and  estimate  their  hours  according  to 
their  own  schedules.  Chaplin  works 
around  the  tide  times  so  he  can  go 
surfing.  Another  associate  favors  a 
midday  swim  in  San  Francisco  Bay. 

Says  Galloway,  "We  have  all  had 
jobs  where  we  had  to  sell  our  souls  to 
the  company  from  nine  to  midnight. 
Now  we  have  employees  who  really 
want  to  take  their  jobs  home  when 
they  get  off  the  elevator — only  there 
isn't  any  elevator  and  they're  already 
home  if  they  want  to  be." 
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Wireless  Wave  Pilots 

With  each  successive  gen- 
eration of  vessels  chris- 
tened for  the  San  Francisco  Bar  Pi- 
lots— the  men  and  women  who  guide 
ships  through  notorious  currents  and 
crags  into  safe  harbor  in  San  Francisco 
Bay — new  technologies  are  found  to 


Jungle  Laptop 

when  Jane  Goodall  first  slogged  into 
African  jungles  33  years  ago  with  Louis 
Leakey  to  begin  her  now-famous  work 
with  chimpanzees,  she  carried  only  a 
notebook  and  pencils.  But  as  human 
primates  have  evolved  during  the  tech- 
nological age,  so  too  have  Goodall's 
tools  for  recording  her  observations. 

Goodall — who  first  used  database 
storage  back  in  1978 — and  two  assis- 
tants now  use  NEC  Ultrahte  286F  note- 
book computers  to  collect  and  transfer 
information  between  Goodall's  field 
base  at  the  Gombe  Stream  Research 
Centre  and  the  Jane  Goodall  Institute 
in  Tucson,  Ariz.  She  also  totes  her 
equipment  around  the  world  on  speak- 
ing engagements,  to  her  mother's 


make  their  job  safer 
and  more  effective. 

The  Golden  Gate 
(pictured)  is  no  excep- 
tion. Built  by  Glad- 
ding-Hearn,"  Som- 
erset, Mass.,  the 
newest  addition  to 
the  association's 
five-boat  fleet  fea- 
tures the  latest  in 
state-of-the-art 
communication 
equipment. 

They'll  need  it. 
Upwards  of  1,000 
ships  a  year  slide  under  the  Golden 
Gate  Bridge,  and  an  even  greater  num- 
ber need  to  be  ferried  between  ports 
within  the  bay.  Therefore,  pilots  must 
stay  in  constant  contact  with  each 


home  in  the  south  of  London,  and  to 
her  home  in  Dar  es  Salaam. 

There  are  some  advantages  Goodall 
appreciates  more  than  your  average 
user.  'Tor  one  thing,  there  are  no  more 
pages  to  stick  together  in  the  humidity 
of  Tanzania,"  says  Goodall's  spokes- 
man, Michael  Aisner. 

When  buried  deep  in  the  bush,  1,000 
miles  from  the  nearest  electrical  out- 
let or  gas  can,  Goodall  runs  her  Ul- 
tralite  with  solar-powered  batter- 
ies. She  also  composed  her  lat- 
est chimp  memoir,  Through  a 
Window  (1990,  Houghton 
Mifflin),  on  her  laptop  with 
Microsoft  Word  software. 

But  the  age-old  question  remains:  If 
you  give  an  infinite  number  of  mon- 


other,  the  dispatcher  and  the  tugboats, 
which  help  nudge  the  massive 
freighters  and  tankers  into  their  slips. 

The  wireless  devices  du  jour  for  the 
pilois  are  the  Motorola  Triton  MP-i-  and 
Icom  M7,  neither  of  which  is  bigger 
than  a  pack  of  cigarettes.  They  are  de- 
scribed by  bar  pilot  Larry  Teague  as 
"the  Cadillacs  of  walkie-talkies." 

Pilot  stations  (boats  on  round-the- 
clock  floating  watch  11  miles  out  in 
the  Pacific)  carry  Panasonic  Panafax  PD- 
2300  wireless  fax  modems.  These  Ust 
up-to-the-minute  movements  of  the 
various  freighters,  tankers  and  barges. 

But  improved  technology  will  never 
eliminate  the  great  danger  and  romance 
of  navigating  the  Pacific  swells.  "With 
the  waves,  the  darkness  and  the  fog, 
you  can  never  be  entirely  safe,"  says 
Teague. 


-  h 


keys  an  infinite  number  of  laptops, 
will  one  of  them  vrate  HamleU 


Kludged  Kludge 

Several  readers  took  exception  to  the 
last  Tid-Bytes  column  ("Webster's  Up- 
date," Sept.  13  )  where  we  listed  a  few 
obscure  nerd  tenns  that  are  headed  for 
the  buzzword  bin. 

Howard  Gold,  of  Massapequa  Park, 
N.Y.,  MTote  to  elaborate  on  our  defini- 
tion of  kludge:  "A  system  or  program  is 
called  a  kludge  when  it  is  poorly  pieced 
together.  The  resulting  code  looks  Hke 


a  kid-designed  treehouse  made  of  un- 
evenly sized  boards  and  rusted  naUs." 

Gregory  Playle,  of  Monument, 
Colo.,  thought  the  entire  article  was  a 
kludge:  "You  give  poor  service  to 
Forbes'  usual  high  quality  stories.... 
Get  it  right  or  don't  waste  trees." 

Almost  all  the  definitions  were  in- 
correct, according  to  Mr.  Playle,  includ- 
ing our  definition  of  flame.  "It  is  not  to 
communicate  emotionally  or  exces- 


sively but  antagonistically....  One 
flames  at  a  company  when  one  derides 
its  product  for  poor  quality,"  Mr.  Playle 
told  us,  oddly  via  snail  mail. 

And  as  far  as  our  E-mail  address  not 
bring  "real,"  according  to  Mr.  Playle, 
we  can  be  reached,  in  addition  to  MCI 
Mail  (579-9624),  on  Compuserve  at 
73234,  2505  and  over  the  Intemet  at 
nagoh@well.sf.ca.us  for  any  flames  or 
foos  you  want  to  buffer  flush  our  way. 
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Give  Your  Company's 
Decision-Makers  The  Support  They  Need 
To  Make  Better  Decisions. 


T. 


he  right  information,  in  the  right  hands,  at  the  right  time  can  give 
your  company  the  edge  it  needs  to  survive,  the  competitive  edge  it  must 
have  to  succeed.  Metaphor's  Data  Interpretation  System  software  is 
the  decision  support  environment  that  truly  addresses  the  challenges  of 
company- wide  decision  making.  The  technology 
that  empowers  people  to  make  better  decisions. 
The  approach  that  unites  everyone  behind  your 
common  purpose.  All  backed  with  the  service 
you  can  stake  your  reputation  on.  For  more 
than  a  decade.  Metaphor  has  been  helping 
companies  add  tens  of  millions  to  their  bottom  line  —  grow  their  sales, 
slash  their  costs,  understand  —  and  serve  —  their  markets  better  We  want 
to  help  you,  too.  To  find  out  more  about  how  a  decision  support 
system  can  work  for  you,  just  call  us  toll-free  at  1-800-346-3824.  Or  fax  us 
at  (415)  966-8282.   f,   Metaphor  Everywhere  smart  decisions  are  made. 


FOR  YOUR  copy 
Of  OUR  24-PAGE 

informative 
guide.  "making 
better  decisions 
what  today's 
business 
should  demand  from  decision 
support:  call  or  fax  us  today 
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contumed  from  page  168 
mistakes."  I  believe  it.  But  don't  try  sell- 
ing that  one  to  your  neighborhood  CEO. 

It's  no  wonder  I  chortled  as  I  de- 
voured Dwight  Lee  and  Richard  Mc- 
Kenzie's  Failure  and  Progress:  The 
Bright  Side  of  the  Dismal  Science  (1993, 
Cato  Institute).  "The  lack  of  under- 
standing of  the  essential  role  of  econom- 
ic failure,"  Lee  and  McKenzie  write, 
"stands  as  the  biggest  pohtical  obstacle 
to  achieving  free-market  prosperity  in 
former  socialist  countries."  The  book  is 
a  long  overdue  paean  to  failure,  and  by 
my  Ughts,  it  ought  to  be  required  read- 
ing for  every  senior  executive. 

I  come  to  this  analysis  with  strong 
biases  (obviously,  as  my  affinity  for  the 
WUde  quote  suggests).  My  biases  have 
been  honed  in  an  adult  lifetime  spent  in 
Silicon  Valley — unquestionably  the 
most  fertile  few  hundred  square  iniles 
in  the  global  economy.  Silicon  Valley  is 
a  mess.  Its  bawdy  saga  mimics  the  his- 
tories of  railroading  in  the  1870s  and 
auto  development  in  the  1910s.  WHd, 
flamboyant,  fickle,  harsh,  glorious — 
and,  above  all,  fraught  with  failure. 

"Outsiders  think  of  Silicon  Valley 
as  a  success  story,  but  in  truth  it  is  a 
graveyard,"  industry  commentator 
Mike  Malone  claims.  "Failure  is  Sili- 
con Valley's  greatest  strength."  Why? 
Malone  continues:  "Every  failed  prod- 
uct or  enterprise  is  a  lesson  stored  in 
the  collective  memory  of  the  country." 

Malone  is  not  the  first  to  make  this 
point.  It  was  the  comers  tone  of  Nobel 
economics  laureate  F.  A.  Hayek's 
thinking.  Hayek  described  unfettered 
competition  as  a  "spontaneous  discov- 
ery process."  Only  through  many, 
many  trials  and  many,  many  errors  do 
we  move  forward.  Only  the  unplanned 
marketplace  provides  the  backdrop  for 
those  many  trials  and  many  errors. 

It's  no  coincidence  that  Hayek  car- 
ried on  a  lengthy  correspondence  with. 
philosopher  of  science  Karl  Popper,  the 
leading  modem  exponent  of  the  scientif- 
ic method.  "Our  aim,"  Popper  once 
wrote,  "must  be  to  make  our  successive 
mistakes  as  quickly  as  possible."  Amen. 

But  failure  per  se  is  not  enough.  Lee 
and  McKenzie  claim  it  must  be  un- 
equivocal: "The  freedom  to  devote  re- 
sources to  innovative  quests  in  the 
face  of  daunting  odds  is  a  freedom  that 
cannot  be  tolerated... without  the  disci- 
pline of  failure.  And  it  cannot  be  fail- 


ure with  forgiveness." 

Without  clear,  and  often  harsh,  sig- 
nals there  is  no  learning,  which  brings 
us  back  to  the  great  corporate  malaise. 
Failure  is  not  tolerated,  let  alone  em- 
braced. It  is  covered  up.  Good  money, 
by  the  bushel,  is  thrown  after  bad  in 
futile  efforts  to  save  soiled  projects. 
Those  who  bobble  the  ball  are  often 
promoted  for  a  "good  try." 

Throw  deep 

"Do  it  right  the  first  time"  is  the 
mantra  of  the  quality  movement.  It's 
perhaps  the  stupidest  statement  I've 
come  across. 

Nobody  does  anything  interesting 
right  the  first,  or  31st,  time.  Test,  test, 
test.  Fail,  fail,  fail.  Adjust,  adjust,  ad- 
just. Test,  test,  test.  That's  what  hob- 
byist photography  is  all  about.  And  cre- 
ating breakthrough  software.  So,  too, 
economic  growth  in  general. 

Richard  McKenzie  doubtless  raised 
many  a  hackle  when  he  wrote  in  The 
Wall  Street  fournal  in  1991:  "America 
has  been  destroying  too  few  jobs....  We 
must  view... the  loss  of  hundreds  of 
thousands  of  jobs  in  the  textile  industry 
over  the  past  two  decades  as  a  measure 
of  success  of  the  industry  in  dramatical- 
ly improving  productivity  and  main- 
taining its  world-class  status.  Similarly, 
the  current  wave  of  job  destmction  in 
the  service  industry  must  be  seen  as 
mirroring  the  long-awaited  productivity 
gains  fromi  computerization." 

The  real  economic  story,  then,  is 
lots  of  destruction,  lots  of  creation. 
And  pray  that  the  good  guys  come  out 
on  top.  Unfortunately,  that's  precisely 
the  sort  of  story  wobbly  corporate 
chiefs  don't  want  to  hear.  These  do-it- 
right-the-first-timers  avoid  destruction 
by  offering  the  consumer  27  more  risk- 
less,  me-too  products.  Then  they  and 
their  big-time  consultants  wonder  why 
margins  keep  plunging. 

The  answer  is  chum,  baby,  chum: 
"throw  deep"  in  the  words  of  former 
NFL  quarterback  Ken  "Snake"  Stabler. 

What  Branson,  Walton  and 
Others  Teach  us 

Thanks  to  the  hl^es  of  T.  Boone  Pickens 
and  Michael  Milken,  large  American 
companies  are  far  ahead  of  their  princi- 
pal competitors  in  facing  up  to  the  tur- 
bulent times.  Serious  downsizing, 
which  began  15  years  ago  in  the  United 
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States,  is  now  spreading  to  Europe  and 
Japan.  Our  corporate  chiefs  faced  up  to 
the  times  not  because  they  were  less 
fearful  than  others,  but  because,  finally 
they  were  called  to  account  by  share-j 
holders  and  corporate  raiders. 

Some  few  leaders  do  get  it  without 
being  told  by  outsiders  ("Mr.  Akers, 
you're  fired").  The  Limited's  chief  Les 
Wexner  embraces  failure.  "[He]  actual- 
ly likes  mistakes,"  Forbes  reported. 
"Buyers  are  graded  not  only  on  their 
successes,  but  also  on  their  failures. 
Too  many  hits  mean  the  buyer  isn't 
taking  enough  chances....  This  is  not  a 
company  that  lingers  over  its  mis- 
takes. Wexner's  divisions  dump  tons  of 
[unsalable]  clothing  onto  the  off-price 
and  bargain  basement  each  year 
'When  you  eat  like  an  elephant  you 

s         like  an  elephant,'  Wexner  has 

said."  Likewise,  publisher  John  Brovra 
assessed  Virgin  Group  founder  Richard 
Branson  for  Esquire:  "The  whole  secret 
of  his  success  is  his  failures.  He  keeps 
opening  things,  and  a  good  many  of 
them  fail — ^but  he  doesn't  give  a  f— 
he  keeps  going!" 

A  couple  of  years  ago,  I  presented 
the  late  Sam  Walton,  Wal-Mart 
founder,  with  a  prestigious  marketing 
award.  Having  just  a  couple  of  minutes 
to  speak  my  piece,  I  asked  Wal-Mart 
CEO  David  Glass  to  tell  me,  in  a  nut 
shell,  what  made  Sam  so  special.  He 
hesitated  a  moment,  then  declared, 
"Sam  is  not  afraid  to  fad." 

Unfortunately,  Wexner,  Branson 
and  Walton  are  the  rare  exceptions. 
Moreover,  all  are  founders.  One  bets, 
sadly,  that  second-  or  third-generation 
leaders  of  these  firms  will  lose  their 
nerve,  their  appetite  for  failure — and] 
especially  their  appetite  for  big,  embar- 
rassing failures. 

"Ultimately,  the  tolerance  for  en- 
trepreneurial freedom  depends... upon 
public  acceptance  of  failure,"  Lee  and 
McKenzie  conclude.  That's  tme  for  na- 
tions— and  for  corporations  and  indi- 
viduals. Body  Shop  International 
founder  Anita  Roddick  claims  her 
company  will  stay  vital  only  if  she 
nurtures  the  "anarchists"  in  her  midst, 
t  dearly  hope  she  does.  They  will  lead 
her,  no  doubt,  to  many  a  mistake, 
some  elephantine.  But  they  may  just 
give  her  spunky  outfit  a  new  lease  on 
life  at  some  crucial  point,  not  so  long 
from  now,  when  the  vultures  descend. 
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But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 
revenues? 

How's  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  systenn  that  lets 


Mr  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 
as  sophisticated  as  a  telephone- 


to-computer  link.  Or  as  simple  as 


a  creative  way  to  use  voicemail 


In  the  end,  you  get  a  phone 
system  that  works  harder  And  a 


ipital  Financial  Services. 


Their  revenues  are  tied 


■ectly  to  the  efficiency  of  their 


lone  system.  But  with  a  merely 


dinary  phone 


agents  handle  nearly  four  times  as 
many  calls  a  day 
As  a  result, 
they  were 


business 


that  works  more  efficiently 


Call  us  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


accounts  was  a  slow 
and  painful  ordeal. 
They  knew  there  had  to  be  a 
itter  way.  So  they  called  ROLM 
And  we  did  something 
fferent.  We  asked  questions. 


times  their  previous 
year's  revenues. 

All  in  all,  not 
too  shabby  —  for 
a  phone  system. 

You  see,  at 


highlighting  a  number 
of  impressive  ROLM 


ROLM  IS  part  of  the  Siemens 
family.  The  world's  largest 
private  communication 
systems  manufacturer,  serving 
you  in  over  132  countries 
around  the  world. 
Talk  about  big  families. 


success  stones. 


Of  course,  you 


will  be  even  more 


impressed  when  you 


see  what  we'll  do 


ROLM,  we  insist  on  learnin? 


every  last  detail  about  your 


business.  Who  calls  whom  at 


for  your  business. 


A  Siemens  Company 


/e  observed  their  business.  And        what  time^  What  happens  if 
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The   Peters  Principles 


By  Tom  Peters 


Let  Us  Celebrate 
Bold  Botches 


ilppLE  Computer  is  convulsing.  How 
else  do  you  explain  a  23-percent  drop 
in  stock  market  value  in  a  single  day 
last  July?  The  problem:  It's  been  al- 
most a  decade  since  Apple  has  had  any 
exciting,  enormous,  publicly  embar- 
rassing failures  on  the  order  of  the 
Apple  m  and  Lisa. 

Apple's  stock  crashed  just  a  couple 
of  days  after  Procter  &  Gamble  an- 
nounced 13,000  layoffs,  in  response  to 
the  public's  new-found  affection  for 
private-label  (Safeway,  Grand  Union, 
etc.)  products.  P&G's  Waterloo:  no  big 
screwups  in  recent  times. 

Caught  in  the  Commodity 
Jungle 

Apple  and  P&G  execs  ought  to  memo- 
rize these  words  from  economist  Joseph 
Schumpcter:  "It's  not  [price]  competi- 
tion that  counts  but  the  competition 
from... the  new  technology,  the  new 
source  of  supply,  the  new  type  of  orga- 
nization..  .competition  which. . .strikes 
not  at  the  margins  of  the  profits  and 
outputs  of  existing  firms  but  at  their 
very  foundations  and  their  very  lives." 

Apple  and  P&C,  got  to  the  top  of 
their  respective  heaps  by  reinventing 
their  industries.  The  Apple  D  and  Mac- 
intosh humanized  computing  for  the 
masses;  both  were  monumental  leaps 


TOO  much  caution 
automatically 
initiates  a  down- 
ward spiral:  margins 
erode,  product 
development  budgets 
shrivel,  nerve  fails — 
and  the  cul-de-sac 
becomes  a  death  trap. 


forward.  P&G's  technology  of  brand 
building,  emphasizing  the  exhaustive 
use  of  market  information,  likewise 
reinvented  the  packaged  goods  busi- 
ness; soap,  toilet  paper  and  paper  tow- 
els were  never  the  same. 

Both  firms  confounded  their  com- 
petitors. For  years  (decades  in  P&G's 
case),  each  company  was  vital  thanks 
to  rampant  internal  competition — 
brand  versus  brand  at  P&G,  Lisa  versus 
Mac  (etc.)  at  Apple.  Then,  at  the  same 
time  this  year,  both  finally  fell  victim 
to  price  choppers.  Apple  lost  most  of 
its  innovation  edge  to  others.  P&.G  lost 
its  information-utilization  advantage. 
Left  with  nothing  to  compete  upon  ex- 
cept price,  both  firms  drunkenly 
lurched  from  strategy  to  strategy. 

What's  needed  to  get  these  compa- 
nies back  on  track?  How  about  a 
hardy,  expensive,  fabulous  failure? 
Maybe  Apple's  personal  digital  assis- 
tant, the  Newton,  will  be  a  home  mn. 
If  not,  I,  at  least,  hope  (for  Apple's 
sake)  it's  a  big,  garish  flop.  From  such 
a  bold  master  muck-up  might  come 


subsequent  successes  that  launch  th^ 
company  onto  a  new  trajectory. 

The  Fear  of  Even  Talking 
About  Failure 

Failure  has  never  been  so  important 
New  products  spew  forth  at  an  unJ, 
precedented  rate  around  the  globe 
Most  are  pale  copies  of  yesterday'^ 
winners.  To  be  sure,  companies  have 
sped  up  product  development,  but  iij 
the  process  they've  sacrificed  bold^ 
ness — if  they  had  it  to  begin  with. 

To  venture  boldly  is  to  bet,  by  defirn 
ition,  on  the  untested — ^which  dramatic 
cally  increases  the  odds  of  failure  and 
boosts  the  odds  of  long-term  success  ^ 
bit.  To  fail  to  fail  with  bravura  dooms  3 
firm  to  marginal  improvements,  the| 
eventual  commoditization  of  anything 
and  a  Hfe  of  price  competition.  This  au^ 
tomatically  initiates  a  downward  sprralj 
margins  erode,  product  development 
budgets  shrivel,  nerve  fails — and  the 
cul-de-sac  becomes  a  death  trap. 

Failure  is  a  touchy  subject  for  indi- 
viduals,  corporations  and  even  nations. 
At  seminars,  I've  devoted  countless 
hours  to  the  topic,  especially  to  the  in- 
creasing importance  of  embracing  bold 
botches.  At  my  best,  I  may  be  persua- 
sive intellectually.  But  in  the  gut?! 
Never!  We  are  afraid  even  to  talk 
about  failure,  as  if  to  do  so  would  jinxi 
us.  It's  akin  to  our  evasion  of  diseasei 
and  death.  Yet  the  failure  to  discuss! 
failure's  starring  role  in  progress,  espe- 
cially in  a  roiling  marketplace,  is  in- 
creasingly dangerous. 

Failure  is  progress.  Period.  Oscar 
Wilde's  wonderful  dictum  resides, 
alone,  above  my  writing  desk:  "The 
only  things  one  never  regrets  are  one's 
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